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A Bargaining Game in the Market for Corporate Control

Kyung Suh Park*

Abstract

This article analyzes a bidder's strategic choice of a takeover method in corporate
control contests. It uses a bargaining game model to show that the size of the synergy of
a bidder can be a key factor in the choice between a merger and a tender offer such that
a bidder with high synergy prefers a tender offer while a bidder with low synergy prefers
a merger. The separating equilibrium results from different bargaining structures and
levels of information revelation between the two methods. The theoretical results are also
found to be consistent with existing empirical observations.
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