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In the wake of 
the announce-
ment, TCI, a 
U.K.-based hedge 
fund and minor-
ity shareholder 
in both Safran 
and Zodiac, pub-
licly expressed 
concerns about 
the merger, 
criticizing its 
strategic and fi-
nancial rationale 
as well as the 
way it is being 
forced upon pub-
lic shareholders, 
calling it “unfair, 
unscrupulous and unbecoming” of 
such a company. 

As Safran’s board and TCI ex-
change blows, are we seeing modern 
capitalism at its best or worst? I tend 
to think it is a bit of both.

There is nothing wrong with the 
takeover attempt itself. Mergers and 
acquistions are an integral part of 
modern capitalism. It reminds us that 
a company cannot rest on its laurels 
and that if management is too compla-
cent, as Zodiac’s was in recent years, 
it gets punished. By underperforming, 
it opened itself up to predators. And 
Safran had been waiting for its prey 
for many years.

Neither is there anything wrong 
with TCI making the dispute public 
and, by doing so, lifting the veil of 
secrecy that often surrounds this type 
of transaction. As listed companies, 
both Safran and Zodiac are expected 
to disclose sufficient information to 
allow for healthy scrutiny of the deal 

In January, aerospace supplier Safran announced it had 
launched a $10 billion friendly takeover of fellow supplier 

Zodiac Aerospace, a world leader in aircraft cabin and safety 
equipment. 

Hope (and Despair) 
Safran has never created value beyond its legacy 
Snecma business. Will it change with Zodiac? 

patch was enough to make Zodiac’s 
board and controlling families cave in, 
with complete disregard for the values 
that made the company so successful 
for decades: entrepreneurial spirit, 
humility and independence.

Finally, Safran is trying to make 
everyone believe this transaction will 
create a lot of value when all evidence 
points to the contrary. The only area 
of real positive synergy—electric 
power generation—accounts for 
less than 10% of Zodiac’s revenues 
and hardly justifies acquiring the 
whole company. Also, their ability to 
increase their “share of wallet” with 
their main customers by combining 
the two companies’ product portfolios 
is questionable, as both companies are 
already individually more dominant in 
their respective domains than these 
customers probably would like.

Over its 14 years in existence, 
Safran has always struggled to create 
value beyond its core legacy Snecma 
business (mainly aircraft engines), 
which has consistently accounted for 
more than 90% of the group’s total 
profits (see graph). The 2003 merger 
of Snecma with Sagem that created 
Safran was based on very similar 
grounds to the one with Zodiac, yet 
the announced benefits never mate-
rialized, and most Sagem businesses 
were sold off within a few years. Simi-
larly, in 2009, Safran invested in the 
security sector, successively buying 
GE Security and L-1, brandishing it as 
the “third pillar” of the group, with an 
ambitious 10-15-year growth target. 
Six years later, it was put up for sale. 
For an industrial operator suppos-
edly keen on long-term value creation, 
this stint in security comes across as 
rather short-sighted and ill-advised. 
Will Zodiac suffer a similar fate? 

All in all, if the deal goes through 
despite its many flaws, it should 
be greeted with a mix of hope and 
despair. Hope to see people on both 
sides use their creativity and goodwill 
to meet the challenge of making the 
combined company worth more than 
the sum of its parts. Despair over not-
ing that the fate of companies, in aero-
space as elsewhere, is too often driven 
by egos and short-term self-interest 
rather than by true stewardship and 
strategic vision. c

and more transparency toward all 
their stakeholders.  

Capitalism also is at its best when 
companies use transactional mecha-
nisms to move business boundaries, 
thereby stimulating innovation and 
developing synergies that ultimately 
benefit customers. In this case, that 
could occur in the field of electric 
power, where Zodiac has strong ex-
pertise and Safran has much at stake.

Unfortunately, the clash between 
Safran and TCI is also capitalism at 
its worst because so much pretense 
and self-interest are on display by 
all parties. TCI presents itself as the 
defender of small public sharehold-
ers, but hedge funds are notorious for 
creating value for themselves through 
ruthless tactics. Meanwhile, Zodiac’s 
shareholders six years ago rejected a 
similar offer from Safran, arguing that 
a merger would bring no synergies 
and the two companies’ cultures were 
incompatible. But a two-year rough 
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