
 
 
 

 

Anticipated acquisition by Greene King plc of Belhaven Group plc 
 
The OFT’s decision on reference under section 33 given on 22 September 2005. Full 
text of decision published 27 September 2005. 
 

 
Please note that square brackets indicate information excised, or exact figures 
replaced by a range, for reasons of commercial confidentiality. 
 
PARTIES 
 
1. Greene King plc (Greene King) is an integrated brewer, beer distributor and pub 

company. Belhaven Group plc (Belhaven) is a brewer, drinks distributor and pub 
retailer operating almost exclusively in Scotland. Belhaven’s UK turnover in 2004 was 
£113.7 million. 

 
TRANSACTION 
 
2. The acquisition will be effected by way of a recommended cash offer for the entire 

issued and to be issued share capital of Belhaven not already owned by the Greene 
King group. The acquisition is not conditional upon clearance by the UK or any other 
competition authority. A submission was received on 24 August 2005 and the statutory 
deadline is 22 September 2005. 

 
JURISDICTION 
 
3. The acquisition will result in two enterprises ceasing to be distinct within the meaning 

of section 26(1) of the Enterprise Act 2002. The turnover test is met since Belhaven’s 
turnover in 2004 was greater than £70 million. The OFT therefore believes that it is or 
may be the case that arrangements are in progress or in contemplation which, if 
carried into effect, will result in the creation of a relevant merger situation. 

 
RELEVANT MARKET 
 
4. The parties overlap in brewing, beer distribution and the ownership and operation of 

pubs. 
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Brewing 
 
Product scope 
 
5. Greene King believes the relevant frame of reference for brewing is the supply of beer. 

This view is in accordance with previous OFT decisions and the OFT has received no 
evidence or third party comments which contradict this definition. We therefore 
consider the relevant frame of reference to be the supply of beer.  

 
Geographic scope 
 
6. Greene King submits that the appropriate frame of reference for the supply of beer is 

Great Britain, since it is common for a brewer to sell its beer in any part of Great 
Britain, even if it operates from just one brewery. The OFT has previously left the 
question of the relevant geographic market definition open, taking into account both 
the impact of the merger across Great Britain and on a regional level (using TV 
regions).1 In this case, it is not necessary to conclude on the geographic scope, as the 
transaction does not raise concerns under either methodology. 

 
Wholesale and distribution 
 
Product scope 
 
7. At the wholesale and distribution level, brewers (including both Greene King and 

Belhaven) may be active in selling not only their own beers but also beers and other 
drinks products sold by other brewers and drinks suppliers. These may be sold to both 
on-trade (pubs, bars and restaurants) and off-trade (off-licences, supermarkets) 
businesses. 

 
8. In line with previous OFT decisions, Greene King believes there are separate markets 

for the distribution of beer to on-trade and off-trade retailers. It has been suggested 
that changes in the industry have increased the substitutability of the two market 
segments. However, the merger does not raise concerns under either definition and 
therefore it is not necessary to conclude on the relevant frame of reference. 

 
9. For the same reason it is not necessary to conclude on the issue raised by the 

Competition Commission (CC) in Interbrew/Bass2 regarding the possibility of sub-
dividing the market into primary distribution (delivery from the brewery or packaging 
centre to a regional depot) and secondary distribution (storage at the depot and 
onward delivery to the point of sale). 

 

                                                 
1 Scottish Courage Limited / Northern Clubs’ Federation Brewery Limited, 2004. 
2 Interbrew SA and Bass plc, 2001. 
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Geographic scope 
 
10. Greene King believes the appropriate frame of reference for the distribution of beer is 

Great Britain since competition for beer distribution takes place at a national level. In 
some past cases the market has also been considered at a regional level. This 
transaction does not raise concerns at either the national or regional level and it is 
therefore not necessary to conclude on this topic. 

 
Pubs 
 
Product scope 
 
11. The parties overlap in the ownership and operation of pubs. In previous cases, the 

OFT has considered the appropriate frame of reference to be the ownership and/or 
operation of pubs, where ‘pubs’ are defined as ‘premises operated under a full 
publican on-licence’.3  

 
12. In past cases the OFT has pointed out that the distinction between pubs and other on-

licensed outlets has blurred over recent years, causing pubs to potentially compete 
with other on-licensed premises (even though there are some limitations in demand 
and supply side substitution). It has also been noted that it could be appropriate to 
further segment pubs according to location, customer profile, range of products sold 
and ‘pub experience’. Greene King believes that premises with restricted on-licenses 
constrain the behaviour of pubs and submits that competition from such venues has 
increased in recent years. In previous cases it was accepted that sales from off-
licensed outlets do not constrain pubs, and Greene King agrees with this exclusion. 

 
13. In view of the changes in the market and in the licensing laws,4 the OFT has 

considered alternative product market definitions. It has consulted the parties and third 
parties on the extent of competition from different types of premises within the pub 
segment, competition from other establishments, competition with the off-trade and 
other aspects of the nature of competition in the pub market. However, the OFT 
currently has insufficient evidence to justify taking a different view from that in previous 
cases, that the market for pubs is the appropriate frame of reference. But it is 
important to note that the merger is unlikely to raise concerns on any of the alternative 
approaches. 

 

                                                 
3 Greene King Plc/Laurel Pub Holdings Ltd 2004 
4 The current licensing regime involves different types of licences with different degrees of restriction 
placed upon them (e.g. full on-licences, restricted on-licences and club on-licences). This is being 
replaced with a system in which there is only one type of licence for all types of premises. 
Furthermore, responsibility for premises licensing will be transferred from local magistrates to local 
authorities. The new system will come into in full effect in November 2005.  
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Geographic scope 

 

14. Where national chains exist, in past cases it was acknowledged that although on the 
supply side certain parameters of competition increasingly take place at the national 
level, some parameters of competition are still determined locally to an extent. On the 
demand side, many pubs exhibit strong local characteristics. 

 

 
15. In previous cases involving pubs it was pointed out that the use of Petty Sessional 

Divisions (PSDs) as a proxy for analysing the alternatives for local consumers and the 
extent of local competition among pubs has some inherent weaknesses, and that as a 
consequence of the new licensing regime the PSD will no longer be the relevant 
licensing area. 

 
16. In this and in previous investigations, the parties to the merger and third parties have 

been questioned on the most appropriate method for examining local competition 
following the removal of the PSDs. In general, respondents have indicated that the 
most appropriate alternative would be to use local authority areas (LAAs) as a proxy. 
Although it was acknowledged that this would have similar flaws as the PSD 
methodology, information on the number of pubs would at least be relatively reliable.  

 
17. Greene King submits that its pubs compete at a local level on the basis of price and of 

other parameters such as the popularity/talent of the licensee, facilities offered, 
additional product offerings, entertainment, broadcast of sports events, and choice of 
music, but it believes that competition between pub companies also occurs at a 
national level. The reasons for this are twofold: first, many significant parameters of 
competition, such as beer supply agreements, range of products and pricing are 
increasingly determined by pub companies at a national level. Second, similar 
competitive influences operate across Great Britain and the competitive impact of the 
major national competitors is felt in each PSD area – either by their current presence 
or their potential entry. 

 
18. The case under consideration raises no issues at a national level nor under the PSD or 

LAA approach. Moreover, as the parties’ pubs are focused on very different 
geographical areas, concerns are also unlikely under a ‘first-principles’ approach to 
local competition. It is therefore not necessary to conclude on the most appropriate 
geographic frame of reference. 

 
HORIZONTAL ISSUES 
 
Brewing 
 
19. On a national level, the parties claim that Greene King has [<5 per cent] of the brewing 

market and Belhaven has [<1 per cent], and that they face competition from a number 
of larger competitors in this market, each with a more substantial share of supply. At a 
regional level, there is only an insignificant overlap. Belhaven has negligible shares of 
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supply outside Scotland whereas Greene King only has negligible sales within 
Scotland. 

 
20. Even if a narrower market definition according to beer type was adopted, 5 the highest 

combined share of supply would be [<10 per cent] with a [<1 per cent] increment in the 
supply of premium ale. 

 
21. The merger does not give rise to horizontal concerns in relation to the brewing market. 

This is due to the low shares of supply and minimal increments at a national, regional 
and product level, as well as the absence of third party complaints. 

 
Distribution 
 
22. Greene King does not have regional or national market shares figures for beer 

distribution. However, it estimates that [ ] barrels of beer were sold to the on-trade in 
Great Britain in 2004, of which the parties supplied [ ] barrels at a primary level and [ ] 
barrels at a secondary level. As Greene King’s distribution is based in England and 
Wales and Belhaven’s is based in Scotland, regional overlaps are also unlikely to be 
significant. With regard to distribution to the off-trade, Greene King believes that its 
share of the combined share of distribution is very low, even at a regional level, but it 
was unable to provide more detailed figures. 

 
23. On the basis of this, and in the absence of third party concerns, the OFT does not 

believe that any horizontal concerns will arise in relation to distribution of beer, in the 
on- or off-license segment, at a national or regional level. 

 
Pubs 
 
24. Based on the parties’ estimation of their share of (i) pubs and (ii) premises holding 

publican licences, at both a local authority and PSD level, the only overlap occurs in 
Scotland, where Greene King has only 12 pubs spread across a number of 
PSDs/LAAs. Under no definition do the parties combined share of supply come 
anywhere near 25 per cent; the parties’ highest share of supply is the [<25 per cent] of 
pubs they will have in the Stirling PSD, where the increment is only [<5 per cent] (2 
pubs). In addition, on a national level the parties will have less than [<5 per cent] of the 
pub market. 

 
25. On the basis of the existing low national and regional market shares, and the low 

increments to the shares of supply, as well as the absence of third party complaints, 
the OFT believes that no horizontal concerns will arise in relation to the pub market.  

 

                                                 
5 I.e., segmentation between standard lager, premium lager, standard ale premium ale and stout. 
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BARRIERS TO ENTRY AND EXPANSION 
 
26. In view of the lack of horizontal concerns, it is not necessary to conclude on barriers to 

entry. 
 
BUYER POWER 
 
27. In view of the lack of horizontal concerns, it is not necessary to conclude on the 

existence of countervailing buyer power. 
 
VERTICAL ISSUES 
 
28. Given the low shares of supply which arise at each stage of the supply chain, vertical 

issues are not likely to arise in relation to this transaction.  No third parties expressed 
any concern in this regard. 

 
THIRD PARTY VIEWS 
 
29. No third parties have raised concerns in relation to this transaction, although a number 

of them made some useful comments regarding the methodology to assess mergers in 
the pubs sector. 

 
ASSESSMENT 
 
30. Greene King and Belhaven overlap in the supply of beer, the distribution of beer and 

the operation and ownership of pubs. 
 
31. This merger is unlikely to give rise to competition concerns in any of the relevant 

markets. This is based on the low shares of supply at a national and regional level at 
each stage of the supply chain, the different geographical focus of the parties (Greene 
King is mainly active in England and Wales while Belhaven is mainly active in 
Scotland), and the absence of third party complaints. 

 
32. Consequently, the OFT does not believe that it is or may be the case that the merger 

may be expected to result in a substantial lessening of competition within a market or 
markets in the United Kingdom. 

 
DECISION 
 
33. This merger will therefore not be referred to the Competition Commission under 

section 33(1) of the Act. 
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