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________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write a definition of a merger here:
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write a definition of a take-over here:
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Reasons for mergers and takeovers
	Tactical 
	Strategic

	1

	1




	2

	2





	
	3







Add in examples from the next few slides




[image: ]Distinction between mergers and takeovers
Merger defined



[image: ]________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Dixons
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Why?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
[image: http://www.staticwhich.co.uk/media/images/in-content/ee-logo-312342.jpg]Orange
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Why?
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Takeover – friendly
Friendly; A business may be _____________________________________ with cash flow problems and invite a takeover from a stronger business – known as a “___________________________ _________________________” as they come in to ________________________________ the struggling business



Write about the Morrisons takeover of safeways here:









Takeover - hostile
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Write about the glass manufacturer here:





Write about the Kraft / Cadbury takeover here:



________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________




Horizontal and vertical integration
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Horizontal integration

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Horizontal integration example:
[image: ]
[image: ]________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________

Vertical integration
________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
Vertical integration example:
[image: ]

________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
______________________________________________________________________________________________________________________________________________________________________________________________________________________________________________________
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	Financial risks
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	Financial rewards
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Problems
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Management pressure
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How the AOL-Time Warner merger happened
What it means to consumers
Does it make any sense?’
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ExtractA
Microsoft buys Nokia handset business for €5.4bn

Nokia s selling its mobile phone division for €5.44bn (£4.6bn) in a deal that will result
in 32 000 staff transferring to Microsoft. This takeover marks the boldest step yet taken
by Microsoft in its recently announced strategy of moving decisively into the device-
manufacturing business. Prior to this deal, Microsoft provided Nokia with Windows
software at a reduced cost to prevent it from developing its own operating system.

Microsoft hopes this move will allow it to design hardware for its software products and
will therefore bring it the kind of success enjoyed by competitors such as Apple.

As part of this deal, Microsoft is also providing €1.5bn of immediate financing to Nokia
who have been unable to raise external finance. Even inside cash-rich Microsoft, Nokia's
phone division will face serious challenges. In 2010, revenue from sales of Nokia handsets
was €7.2bn. By 2013, revenue had fallen by 61%.

(Source: adapted from ‘China lfts 13-year ban on video game consoles’ by Fred McConnell,
7 January 2014, © Guardian News and Media Limited 2014)
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Assess why Microsoft might decide to take over another business such as Nokia.
(12)
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Extract G
AG Barr gets a taste for cocktails and snaps up Funkin

In February 2015, AG Bar, the soft drinks company that makes Im Bru, bought cocktail
mixer business Funkin in a deal worth up to £21m. The Scottish-based business

acquired Funkin for £16.5m in cash, and could pay a further £4.5m if the business hits its
performance targets. AG Barr said the deal would take it into a new expanding market, 5
as consumers seek different tastes.

To boost sales of Funkin's products, AG Barr plans to useits own distribution network.
Roger White, Chief Executive of AG Barr, said: “We have  proven track record of acquiring

and developing high-growth brands and, under our ownership, we believe Funkin is even

more strongly positioned to take advantage of a number of exciting 10
growth opportunities.”
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Assess the likely effects for AG Barr of taking over Funkin, the cocktail
‘mixer business.
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Because They're Worth It

L'Oréal, the world’ largest cosmetics business, has transformed itself from a French
company focused on white women into a global giant whose skin, hair and cosmetic
products are targeted at consumers from Dallas to Delhi, with products ranging from
anti-ageing potions for older Americans to lipsticks for young Chinese.

Although L'Oréal takes a global approach, the company’s marketing strategy and use of
brands is focused on market segmentation and the cultural differences of its consumers.
In China, for example, L'Oréal reckons that if Miss Yu rides in a car, she’s probably a
Lancome consumer, but if she rides a bicycle, shes suited to the Maybelline brand.

L'Oréal tailors products to local markets. In India for example, the tendency of some
Indian skin to develop age spots and sun marks has helped sales of the anti-marks cream
Garnier Skin Natural Light. Also, L'Oréal takes potential water shortages in India into
account by making sure its shower products generate less foam.

In the U.S., 'Oréal is tuming its attention to the rapidly expanding ethnic-beauty market,
projected to be worth up to $14.7 billion annually by 2008. LOréal bought two black-
centred companies, SoftSheen and Carson, and integrated them into a single brand that
the company sees as a world-beater.

L'Oréal has also acquired Maybelline, the U.S. mass-market cosmetics business. It
revamped the brand and called it Maybelline New York. Sales of Maybelline outside the
US. grew rapidly and it is now the preferred cosmetics brand for 44% of Chinese women.
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Because They're Worth It
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Assess the likely importance of mergers and takeovers in L'Oréal’s international
success.
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