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Practice exam question 

Merger or takeover? 
Mark Hage 

Sample answer and examiner comments for the question on p. 30 of the magazine. 

Sample answer 
A merger would mean that Wetherspoon’s and Brunning & Price would become one business. As a 
consequence, Wetherspoon’s will immediately achieve its growth objective, as it is gaining 54 new 
pubs and therefore wider distribution channels as well. As the owners of Brunning will be given 
shareholding in the new business they are likely to play an active role in the development of the 
Wetherspoon’s brand, bringing their experience in developing pubs that respond quickly to customer 
wants, which may be a further benefit to the new business. This would not only give Wetherspoon’s 
access to more niche market customers in the Brunning & Price chain that they currently don’t gain 
sales from, but they could reflect this across this merged business, giving Wetherspoon’s a further 
growth prospective. As a result of this inorganic growth there will be greater innovation through new 
skills and competences in the business, at the same time giving Wetherspoon’s more market power 
and the potential to increase its prices in the longer term, reversing the reduction of profits. 

However, for a merger to be successful it normally needs to be of two relatively equal businesses and 
looking at the extracts Wetherspoon’s is significantly larger than Brunning with 750+ pubs compared to 
54. Brunning also does not seem to be the best strategic fit to Wetherspoon’s as Brunning appears to 
be aimed more at a niche range of customers who enjoy experimenting with unique beers whereas 
Wetherspoons is described as a discount chain. As a consequence, there is likely to be significant 
opposition from Brunning to such a merger unless the business is able to keep a significant amount of 
its unique identity. As Wetherspoon’s appears to be dominated by Martin, who holds 30% of the 
shares, even if a merger took place the short term gains of growth may in the longer term be lost in the 
extra costs of a reduction in flexibility due to the new owners having different conflicting corporate 
objectives. 

A takeover would allow Wetherspoon’s to take full control of Brunning without the dilution of shares or 
loss of control that normally occurs with a merger. The key benefit of takeover is the ability to make 
decisions independently of Brunning’s owners, for example rebranding pubs and therefore benefitting 
from economies scale that the introduction of 54 new pubs would bring to the buying power for beer. 
However, whereas a merger may cost Wetherspoon’s very little in the short term a takeover will mean 
it will have to pay for the controlling interest in Brunning’s, which may be expensive as the business 
seems to be steadily expanding and becoming more profitable. Wetherspoon’s will also have to be 
careful that customers are not driven away by losing the uniqueness of Brunning’s, for example losing 
the ability to experiment with unique beers. 

Merger and takeover have similar problems for Wetherspoon’s. Too much interference with the 
Brunning’s brand will lose the growth benefit of acquisition. The best possible approach may be a 
controlling interest through a takeover that allows the Brunning brand to continue in the short term as 
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a separate business allowing Wetherspoon’s to grow very quickly, with more pubs, and to benefit from 
the knowledge and expertise the owners have acquired in a more niche market. This means that 
Wetherspoon’s can start to develop more niche market brand features in their pubs, such as 
experimenting with unique beers and food, possibly attracting a new customer base and using 
premium pricing for such products to generate higher profits. In the longer term, Wetherspoon’s may 
be able to rebrand Brunning & Price pubs without losing its niche market customers and giving a 
further competitive advantage to Wetherspoon’s that increases market share to become the market 
leader. 

Examiner comments 

Mark: 20/20 (Level 4 — an excellent response fully focused on the question) 

The answer starts with a clear understanding of the benefits of a merger and how this might have a 
positive effect on Wetherspoon’s performance. A depth and range of knowledge and understanding is 
demonstrated that is precise and well-selected. The response then contrasts the benefits of a takeover 
using a range of examples to look at the comparative strengths of weaknesses for each approach. 
The conclusion looks at other factors that may impact on comparative benefits of each approach and 
Wetherspoon’s market position. 
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