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SUMMARY

1. Global Radio Holdings Limited (Global) has agreed to acquire Juice Holdco
Limited (Juice) (the Merger). Global and Juice are together referred to as the
Parties.

2. The Competition and Markets Authority (CMA) considers that the Parties will
cease to be distinct as a result of the Merger, that the share of supply test is
met and that accordingly arrangements are in progress or in contemplation
which, if carried into effect, will result in the creation of a relevant merger
situation.

3. The Parties overlap in the supply of commercial radio services, a two-sided
market in which radio stations compete both for advertisers and consumers
(in this case, radio listeners). In this case, the CMA has focussed on the effect
of this Merger on the advertisers’ side of the market as the CMA considers
that the interests of listeners are largely protected through Ofcom’s licencing
requirements and the presence of the BBC. In terms of geographic scope, the
CMA assessed the effect of the Merger in those areas where the Parties
currently operate (ie the Total Survey Area (TSA))' and where there is some
overlap either at a regional or local level. The CMA has therefore assessed
the impact of the Merger in the supply of commercial radio advertising in

" The TSA refers to the area within which a radio station’s audience is measured by RAJAR (the official body in
charge of measuring radio audiences in the UK) and covers the area where a station believes all or the vast
majority of its listeners are located. Hence, the TSA serves as a proxy for the actual broadcast area of any
station.



Liverpool, the Wirral, and the North West of England and North Wales
(together the North West). The CMA has assessed separately the impact in
the supply of non-contracted and contracted airtime advertising, and
sponsorship and promotions (S&P).

The evidence available to the CMA indicates that the Parties’ radio stations
are not considered to be close alternatives to each other in Liverpool, the
Wirral or at a regional level (ie in the North West). The radio stations differ in
terms of their geographic coverage, audience size/listening hours and target
demographic group. For this reason, and supported by evidence from third
parties, the CMA believes that advertisers are unlikely to switch between the
Parties’ radio stations. The CMA has found that Bauer (Radio City) and CCUK
(Smooth NW), as well as other radio stations, will remain credible and
significant competitors to the merged entity post-Merger.

The CMA considers that these constraints, taken together, are sufficient to
ensure that the Merger does not give rise to a realistic prospect of a
substantial lessening of competition (SLC).

The Merger will therefore not be referred under section 33(1) of the
Enterprise Act 2002 (the Act).

ASSESSMENT

Parties

7.

Global is a subsidiary of This is Global Limited (TIG). Global owns a number
of well-known UK radio station brands including Heart, Smooth Radio, Capital,
Capital XTRA, Classic FM, LBC, XFM and Gold. TIG’s turnover for the
financial year ended 31 March 2014 was £[<].

Juice is a wholly owned subsidiary of talkSPORT Limited, which is itself
owned by UTV Media plc (UTV). Juice’s sole asset is the 107.6 Juice FM
Liverpool (Juice FM) radio station that broadcasts in Liverpool. Juice FM’s
turnover for the financial year ended 31 December 2014 was £[<].

Transaction

9.

10.

On 4 June 2015, Global signed a sale and purchase agreement for the
acquisition of the entire issued share capital of Juice. Completion of the
Merger is subject to clearance by the UK competition authority.

On 17 August 2015, pursuant to section 57(1) of the Enterprise Act 2002 (the
Act), the CMA wrote to the Secretary of State for Culture, Media and Sport,



formally bringing the Merger to his attention as the CMA considered that the
Merger may raise public interest considerations under section 58(2C)(a) of the
Act. On 1 September 2015, the Secretary of State confirmed that he had
decided not to issue a public interest intervention notice under section 42 of
the Act.

Jurisdiction

11.

12.

13.

14.

As a result of the Merger, the enterprises of Global and Juice will cease to be
distinct. Section 23(1)(a) of the Act is therefore satisfied.

The Parties overlap in the supply of commercial radio advertising, with a
combined share of supply of the commercial radio audience which exceeds
25% on certain bases in Liverpool, the Wirral and in the North West.? The
CMA therefore considers that the share of supply test in section 23(4) of the
Act is met.

The CMA 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.

The initial period for consideration of the Merger under section 34ZA(3) of the
Act started on 18 August 2015 and the statutory 40 working day deadline for a
decision is therefore 13 October 2015.

Counterfactual

15.

The CMA assesses a merger’s impact relative to the situation that would
prevail absent the merger (ie the counterfactual). For anticipated mergers, the
CMA generally adopts the prevailing conditions of competition as the
counterfactual against which to assess the impact of the merger. However,
the CMA will assess the merger against an alternative counterfactual where,
based on the evidence available to it, it considers that, in the absence of the
merger, the prospect of these conditions continuing is not realistic, or there is
a realistic prospect of a counterfactual that is more competitive than these
conditions.?

2 The Parties estimated that their combined shares of supply in: (a) the North West (Heart NW’s TSA) would be
41.2% (increment of 6.5%); (b) Liverpool and the Wirral (Juice FM’'s TSA) would be 37.7% (increment of 24.3%);
and (c) in the Wirral (defined as the intersection of Juice FM and Capital NWW’s TSA) would be 40.1%
(increment of 14.8%).

3 Merger Assessment Guidelines (OFT1254/CC2), September 2010, from paragraph 4.3.5. The Merger
Assessment Guidelines have been adopted by the CMA (see Mergers: Guidance on the CMA'’s jurisdiction and
procedure (CMA2), January 2014, Annex D).


https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/merger-assessment-guidelines
https://www.gov.uk/government/publications/mergers-guidance-on-the-cmas-jurisdiction-and-procedure
https://www.gov.uk/government/publications/mergers-guidance-on-the-cmas-jurisdiction-and-procedure

16.

In this case, there is no evidence supporting a different counterfactual, and

the Parties and third parties have not put forward arguments in this respect.
Therefore, the CMA considers the prevailing conditions of competition to be
the relevant counterfactual.

Frame of reference

Product scope

17.

18.

19.

The CMA considers that market definition provides a framework for assessing
the competitive effects of a merger and involves an element of judgement.
The boundaries of the market do not determine the outcome of the analysis of
the competitive effects of the merger, as it is recognised that there can be
constraints on merger parties from outside the relevant market, segmentation
within the relevant market, or other ways in which some constraints are more
important than others. The CMA will take these factors into account in its
competitive assessment.*

The Parties overlap in the supply of commercial radio services. This is a two-
sided market in which radio stations compete both for advertisers and
listeners. With regard to listeners, both the Competition Commission (CC), in
its report on the merger between Global and GMG?® (Global/GMG), and the
OFT, in Bauer/Absolute®, considered that, given the presence and content
requirements of BBC radio which offers a significant alternative to commercial
radio, the interests of listeners were largely protected from the effect of a
merger between commercial radio stations. The CC therefore focussed its
analysis on the radio advertising side of the market.’

The CMA in the present case did not find any evidence suggesting that it
should diverge from the CC's or Office of Fair Trading’s (OFT) approach. The
CMA has therefore concentrated on the effect of this Merger on the advertiser
side of the market.

Type of radio advertising

20.

The main source of income for commercial radio services is via the sale of
airtime advertising (airtime) in radio programme commercial breaks and S&P.

4 Merger Assessment Guidelines, paragraph 5.2.2.

5 A report on the completed acquisition by Global Radio Holdings Limited of GMG Radio Holdings Limited,
Competition Commission, 21 May 2013.

6 ME/6158/13: Anticipated acquisition by Bauer Radio Limited of TIML Golden Square Limited (Absolute Radio),
OFT Decision, 20 December 2013.

7 Global/GMG paragraph 5.15.


https://www.gov.uk/government/publications/merger-assessment-guidelines

21.

22.

23.

24.

Commercial radio stations may have ancillary revenue streams, such as some
digital revenues.

In Bauer/Absolute,® the OFT noted that advertisers seeking airtime typically
either purchase this from media agencies or directly from the radio
station/group. Airtime is typically sold on a contracted or non-contracted basis:

(a) Large radio groups typically enter into periodic contracts with the larger
media agencies setting out the terms under which the agency may
purchase airtime for their clients. This is referred to as contracted
advertising.

(b) Smaller agencies and direct advertisers (ie advertisers which purchase
directly from radio stations) typically buy airtime on a campaign-by-
campaign basis. This is referred to as ‘non-contracted’ advertising.®

Sponsorship involves an advertiser associating its brand with a station or a
particular feature of the radio station’s programming. Promotions involve
integrating the product/service being advertised into the programming (eg
competitions). S&P is also purchased through media agencies and directly
from the radio station/group. However, unlike airtime, S&P is generally
purchased on a campaign-by-campaign basis rather than through periodically
negotiated contracts.'°

The CMA considered whether separate product markets should be defined
according to the different types of radio advertising and the different ways it is
bought.

In Global/GMG, the CC did not define separate markets for the sale of airtime
and S&P, as it found that 'the distinction between airtime and S&P was largely
on the supply side in that airtime and S&P were different ways that radio
stations obtained revenue from advertisers'.’" Although the CC did not define
separate markets for the sale of airtime and for S&P or separate markets for
contracted and non-contracted advertising, the CC nonetheless examined the
effects of the Global/GMG merger on each segment separately.

8 Bauer/Absolute, paragraphs 10 and 11.

9 The price for both contracted and non-contracted airtime advertising is determined through individual
negotiations with each advertiser. However, whilst the price for non-contracted airtime is negotiated for each
single campaign, the price for contracted advertising is negotiated periodically.

0 The process of local and regional purchasing and the process of negotiations for S&P slots do not differ.
" Global/GMG, paragraph 5.18.



25. The Parties in the present case submitted that neither the CC nor the OFT
had previously considered the differences between airtime and S&P sufficient
to justify the definition of separate markets.

26. A competitor noted that S&P, in contrast to airtime, is a bespoke form of in-
programme advertising intended to target and engage a particular audience.
This party said that, in this respect, S&P is not, as the CC has previously
concluded, a close substitute for airtime for advertisers. Rather, S&P is more
likely to compete with non-radio media, such as newspapers. Another
competitor noted that its advertisers were unlikely to switch between
contracted airtime, non-contracted airtime and S&P.

27.  Given that, in the present case, no competition concerns arise on any basis,
the CMA has not needed to conclude on whether it is appropriate to define
separate markets for the sale of contracted airtime, non-contracted airtime
and S&P. On a cautious basis, the CMA has examined the effects of the
Merger in these three frames of reference separately.

Constraints from other media

28. In Global/GMG, the CC defined a separate market for radio advertising,
distinct from advertising on other media, such as newspapers, television and
the internet.'?

29. Inthe present case, the Parties submitted that non-radio advertising
alternatives, or at least local press (eg the Liverpool Echo), should be
included in the scope of the relevant product market on the basis that such
non-radio advertising platforms provide vigorous competition to radio
advertising.

30. However, the CMA found that an internal document submitted by the Parties
noted that radio advertising expenditure has [<] since 2008, while other
forms of local media advertising, such as newspapers and magazines, have
experienced [¢<] as a percentage of total UK media advertising spend;' and
another internal document from the Parties noted that the [<] places a limited
constraint on Global’s radio stations.™

31. Advertisers’ responses to the CMA’s enquiries indicated that the
substitutability of other types of media was dependent on the type of
campaign and business. One competitor submitted that, with the possible
exception of S&P, radio airtime is not a close substitute for advertising on

12 Global/GMG, paragraph 5.29.
13 [5<]
4 [2<]



32.

other media as radio offers unique features that other media does not provide.
However, another competitor noted that advertisers use many other media
channels such as print, TV, outdoor and digital, and regularly switch their
advertising spend between these channels depending on the pricing offers
provided by the media owners. Another competitor said that it agreed with the
conclusions of the CC (as set out in paragraph 28 above).

Given that, in the present case, no competition concerns arise on any basis,
the CMA has not needed to conclude on whether the product scope should be
widened to include other types of media. On a cautious basis, the CMA has
examined the effects of the Merger in the supply of commercial radio
advertising.

Geographic scope

33.

34.

35.

Radio stations broadcasting on FM or AM frequencies require a licence which
specifies the area in which they can broadcast. Generally, commercial licence
areas may be divided into national (the whole of the UK), regional (eg the
North West), or local (eg Liverpool).

The CC found in Global/GMG that regional and local stations compete with
national stations, and there is no direct relationship between the type of
licence held and the type of advertising airtime offered, ie regional and local
stations may carry national advertising and local stations may carry regional
advertising."® The CC found that regional stations might reduce their rates to
attract local advertisers within the region and that some national stations also
sell regional advertising where they are able to broadcast different adverts on
different transmitters simultaneously. For these reasons, the CC considered
that the distinction between local, regional and national stations did not
necessarily translate to differences in the competitive dynamics between
them. However, the CC did note that the importance of a station’s geographic
reach may vary depending on the type of campaign being advertised, ie a
local business may place more importance on broadcast location. Overall,
though, the CC did not define separate markets for local, regional and
national radio advertising but considered any differences between them within
its competitive assessment.®

In line with the CC's approach in Global/GMG, the CMA has not found it
necessary in the present case to define precisely the boundaries of the
geographic frame of reference, instead assessing the effect of the Merger in

5 Global/GMG, paragraph 5.47.
6 Global/GMG, paragraph 5.50.



those areas where the Parties currently operate (the TSAs) and where there
is some overlap.

36. Global has three stations whose TSAs overlap with Juice FM’s TSA: Heart
North West (Heart NW), Smooth North West and Wales (Smooth NWW) and
Capital North West and Wales (Capital NWW). These TSAs are shown in the
Figures below.

Figure 1: Heart NW TSA (light brown) and Juice FM TSA (dark brown)
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Figure 2: Capital NWW and Smooth NWW TSA
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Conclusion on frame of reference

37.

For the reasons set out above, the CMA has considered the impact of the
Merger in the supply of commercial radio advertising, consisting of non-
contracted airtime, contracted airtime and S&P, in Liverpool, the Wirral and
the North West.

Competitive assessment

Horizontal unilateral effects

38.

Horizontal unilateral effects may arise when one firm merges with a
competitor that previously provided a competitive constraint, allowing the
merged firm profitably to raise prices or to degrade quality on its own and
without needing to co-ordinate with its rivals.'” Horizontal unilateral effects are
more likely when the merger parties are close competitors. The CMA
assessed whether it is or may be the case that the Merger may be expected
to result in an SLC in relation to horizontal unilateral effects in the supply of
commercial radio advertising in Liverpool, the Wirral and the North West.

7 Merger Assessment Guidelines, from paragraph 5.4.1.

9


https://www.gov.uk/government/publications/merger-assessment-guidelines

Differentiation of offering

39.

40.

41.

The price for contracted and non-contracted airtime advertising is determined
through individual negotiations with each advertiser (non-contracted airtime
being negotiated on a campaign-by-campaign basis and contracted
advertising being negotiated at the time of entering into a periodic contract). A
merger of competitors prevents advertisers from negotiating between sellers,
potentially enhancing the ability of the merged entity to raise prices. The
degree to which this may happen will depend on the extent to which the
parties are close alternatives to each other,'® as significant differences (eg in
audience demographic or geographic reach) may limit the ability of an
advertiser to switch.

In Global/GMG, the CC noted that advertising revenues are linked to the
ability of radio stations to deliver audiences, particularly in terms of the volume
of listeners.’® The CC identified the main factors that advertisers take into
account when choosing between radio stations to be:2°

(a) the geographic coverage and the nature of the signal;

(b) the size of the audience and the relative position of the station in the
market; and

(c) the demographics of the target audience.

The extent to which the Parties’ offerings are similar or different in these
regards does not vary by the type of radio advertising being purchased (ie
non-contracted airtime, contracted airtime or S&P) so, in the present case, the
CMA has examined the similarities and differences between the Parties’ radio
stations on each of these factors and then assessed the implications for the
competitive assessment of the Merger.

Geographic coverage and nature of the signal

42.

Global has three stations whose TSAs overlap with that of Juice FM: Heart
NW, Smooth NWW and Capital NWW. While Heart NW and Capital NWW are
broadcast on FM, Smooth NWW is only broadcast on AM. Juice FM is
broadcast on FM. All four stations are also broadcast on Digital Audio
Broadcasting (DAB), and are available online and on digital television.

'8 Global/GMG, paragraph 7.10.
9 Global/GMG, paragraph 5.25.
20 Global/GMG, paragraph 6.96.

10



43.

44.

45.

46.

47.

48.

In terms of geographic coverage, Global does not have a dedicated station in
Liverpool through which it can offer advertising services. Global only has a
presence in Liverpool via Heart NW, which is based in Manchester and which
broadcasts across the North West region. Global also has a presence in the
Wirral via Capital NWW and has more limited coverage via Smooth NWW .2’
As shown in Figure 1, the TSAs for Capital NWW and Smooth NWW stretch
from West Wales along the North Wales coast to the Wirral and are not
focussed on Liverpool. In contrast, Juice FM is a local radio station, licensed
to cover the Liverpool area. Almost all of Juice FM’s programming is
presented and produced locally from its Liverpool studios.

Despite the regional focus of Global, the CMA considers that, in principle,
Global may be able to compete for local advertising by offering a sufficiently
low rate to make its regional offering competitive with local radio advertising.

Global submitted that wastage?? is a significant issue, in particular for non-
contracted advertisers. [<]

Responses to the CMA’s enquiries from advertisers indicated that direct
advertisers seek to advertise on radio stations which cover their specific
geographic area. For this reason local businesses will not consider advertising
on regional radio stations given the wastage which would occur. In the same
way, one advertiser requiring regional coverage told the CMA that it did not
consider local radio advertising as meeting its needs.

Competitors also indicated that Juice FM is a stronger competitor for
advertisers wishing to target Liverpool and/or the Wirral than regional radio
stations (such as Heart), although some third parties suggested that some
advertisers might accept the wastage. Competitors said that, in the same way,
regional radio stations have a much stronger offering to advertisers seeking to
cover the North West. Two competitors said that Juice FM is not a strong
competitor for advertising in the North West as a whole.

One competitor noted that a ‘Wirral only’ advertiser has wastage in almost any
campaign booked on radio and, therefore, for these customers, Bauer (Radio
City), Juice and Global would all compete. However, another competitor noted
that it does not compete for advertisers in the Wirral as it would mean high
costs and wastage for all such advertisers. One advertiser indicated that they
were able to advertise directly to the Wirral through ‘Wirral Radio’, a

21 Both stations operate on the basis of local licences covering the Wirral area but not Liverpool.
22 Advertising wastage refers to the proportion of advertisements not reaching the target audience.

11



49.

commercial community radio station, and this was a preferred alternative to
other radio stations both in terms of wastage and value for money.

Overall, the CMA notes that there is a significant difference in the geographic
coverage between the Parties, and most advertisers and competitors which
responded to the CMA’s market testing did not consider the Parties to be
close competitors for this reason.

Size of the audience and the relative position of the station in the market

50.

51.

The ability of a radio station to attract listeners is a key factor in its ability to
attract advertisers. Therefore, other things being equal, the greater a radio
station’s audience size, the greater its ability to attract advertisers.?

The Parties submitted audience shares using RAJAR data. The total listening
hours in 2014 are shown in Table 1 below.

Table 1: Total listening hours in 2014

In respective TSAs  Juice FM’s TSA Wirral*

Heart NW 4.6 million 737,000 171,000
Capital NWW 1.2 million 148,000 148,000
Smooth NWWw?2* 409,000 144,000 144,000
Juice FM 2 million 1.9 million 277,000

Source: Parties
*Defined as the intersection of Juice FM and Capital/Smooth NWW’s TSA.

52.

53.

Table 1 shows that the audience size and total listening hours for Global’'s
regional radio stations and Juice FM differ substantially in the overlap areas.
The Parties submitted that advertisers wanting to reach a Liverpool audience
do not view the Parties as close alternatives because Global's aggregate
share of listening hours in Juice FM’s TSA is just over half that of Juice FM.
The Parties submitted that this material difference in audience size
underscores the limited competition for advertisers between Global and Juice
FM in Liverpool and the Wirral.

In addition, there appears to be limited overlap in listeners between Juice FM
and Heart NW or Capital NW. Figures submitted to the CMA by a national
media agency indicate that 93% of Capital NWW listeners do not listen to
Juice FM and 95% of Juice FM listeners do not listen to Capital NWW; and
94% of Heart NW listeners do not listen to Juice FM and 88% of Juice FM
listeners do not listen to Heart NW.2°

23 Global/GMG paragraph 6.97.
24 The Parties said that the TSA for Capital NWW and Smooth NWW is identical.
25Juice FM's internal documents also note that [¢<].

12



54.

Overall, the CMA notes that the audience size and listening hours of Global’'s
regional radio stations and Juice FM differ substantially in the overlap areas,
and there is also very limited overlap in listeners between Juice and Global.

Demographics of the target audience

55.

56.

57.

58.

59.

Different radio stations broadcast different types of content, which leads to
differentiation in the demographics of listeners attracted to each radio station
(mainly with respect to the gender or age of listeners).?® Some advertisers
seek to target a certain audience group so the degree of substitutability
between radio stations may therefore depend to some extent on whether
those radio stations attract a similar demographic of listener.

In Global/GMG, the CC found that, on the listeners' side, radio stations with
similar content are more likely to be closer substitutes than radio stations with
dissimilar content. However, the CC found that such a distinction was less
obvious on the advertisers' side as radio stations with different content may
still attract listeners from within the same demographic group. Moreover, the
CC found that certain advertisers seek to achieve a certain level of reach
across all adults rather than target a specific demographic group.?” For these
advertisers, the radio station’s audience demographics may be less important.

The Parties submitted that Juice FM and Global’s radio stations target very
different demographic groups. They said that Heart NW has a core audience
aged between 25 and 44 and plays contemporary music under the slogan
‘more music variety’; Smooth NWW plays relaxing music with a target
audience aged between 40 and 59; and Capital NWW has a core audience
aged between 15 and 34. Juice FM has a target audience of 15 to 34 year
olds and mainly broadcasts current or popular music content with some older
music from the last couple of decades.

Within Heart NW’s TSA, the average age of listeners (and proportion of
female listeners) to Heart NW, Capital NWW and Smooth NWW is 41 (53%),
37 (60%) and 50 (58%) respectively. Within Juice FM’s TSA, the average age
of listeners to Heart NW and Capital NWW is 41, while the proportion of
female listeners are 58% and 70% respectively. The average age of a listener
to Juice FM is 31, with a female listenership of 55%.

Overall, the CMA notes that Juice FM has a much younger audience than
Global’s radio stations, with the exception of Capital NWW.

26 Bauer/Absolute paragraph 14.
27 Global/GMG paragraph 5.24

13



Radio advertising

60.

The CMA has examined the effects of the Merger on the sale of (i) non-
contracted airtime, (ii) contracted airtime and (iii) S&P. Although in each case
the CMA has begun by considering the Parties’ shares of supply, given the
differentiation between their radio stations (as discussed above), the CMA
considers that these shares only provide an indication of the extent of
competition and has therefore in each case conducted a detailed analysis.

Non-contracted airtime

61.

62.

63.

64.

Shares of supply

In terms of listening hours, the Parties have provided audience shares using
RAJAR data. This data shows that the Parties’ shares of total commercial
listening hours post-Merger would be as follows:

(a) in Heart NW’s TSA: 41% (an increment of 6.5%);
(b) in Capital NWW / Smooth NWW'’s TSA: 57.8% (an increment of 7.5%);
(c) inJuice FM’s TSA: 37.7% (an increment of 24.3%); and

(d) in the Wirral (defined as the intersection of Juice FM and Capital NWW’s
TSA): 40.1% (an increment of 14.8%).

In terms of advertising revenue, the Parties submitted data which shows that
the Parties’ combined share of non-contracted revenue of radio stations
broadcasting within the Heart NW and/or Capital NWW TSAs, would be [15-
25]% (an increment of [0-5]%).

Closeness of competition

The Parties submitted that Bauer (Radio City) is Juice FM’s closest competitor
when taking into account geographic coverage, audience reach and
demographics and will remain so post-Merger. Similar to Juice FM, Radio City
broadcasts across Liverpool (primarily) and the Wirral, though Juice FM does
not cover the whole of Radio City’s TSA. Radio City is predominantly a music
station, but broadcasts a mixture of Liverpool-based news and sports
coverage and has a listener target demographic aged between 25 and 45.

The Parties also submitted that, post-Merger, there will be continuing
competition from CCUK (Smooth NW) which also broadcasts to Liverpool and
the Wirral and has a stronger market position than Heart NW. Smooth NW is
a regional station rather than a local one and is not therefore focused on

14



65.

66.

67.

68.

69.

70.

Liverpool to the same extent as, for example, Radio City. However, in the
North West, Smooth NW is the largest station across the 15+ year old
demographic, according to their weekly reach and by listening hours/share
and is considered to be one of Juice FM’s closest competitors for listening
hours across the 15 to 39 year old demographic.

The Parties submitted that [¢<] Bauer and CCUK would remain post-Merger
the largest radio providers for non-contracted advertising across the North
West.

Non-contracted advertisers which responded to the CMA’s enquiries ranked
Radio City (Bauer) and Juice FM as having very competitive local offerings.
Where advertisers required regional advertising,?® Global’s radio stations
(Capital NWW and Heart NW) and Smooth NW (CCUK) were ranked highly.?®
Four advertisers indicated that they would switch to alternative radio stations
in the event of a price increase by the merged entity. Advertisers also said
that CCUK’s Smooth NW exerted some competitive constraint on the Parties,
which the CMA notes is consistent [¢<].2° Several advertisers on Juice FM
noted that they would not consider regional radio stations as they were not
focused on their target audience in Liverpool.

With regards to the Wirral,®'" one advertiser indicated that Wirral Radio was an
alternative radio station to the Parties (see paragraph 48), while another said
that it had switched to using a local radio station in Cheshire following a rate
increase on Capital NWW. These alternative radio stations would still be
available to non-contracted advertisers post-Merger.

With regards to the North West, advertisers indicated that they did not
consider Juice FM to be an alternative for regional campaigns.

In terms of closeness of competition between the Parties’ radio stations, the
CMA's analysis shows (see paragraphs 39 to 59) that the geographic
coverage, audience size and demographics of Global’s radio stations (Heart
NW, Capital NWW and Smooth NWW) and Juice FM differ substantially.

Internal documents from the Parties also indicate that there were low
switching rates between Global and Juice’s advertisers. Juice’s internal

28 The CMA tested the strength of these radio stations (as well as other radio stations identified by the CMA) by
asking the Parties’ advertisers to provide a rating of between 1 and 10 to indicate for each radio station the extent
to which it would be a strong competitor for their needs (with 1 being a weak competitive offering and 10 being a
strong competitive offering).

29 Feedback from advertisers indicates that they would consider Radio City and Juice FM for local advertising
needs, but would not necessarily consider regional radio stations (ie Global’s radio stations).

30 [¥<]

31 Which is also covered by Capital NWW transmitter.
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71.

72.

73.

emails®? show that [$<]. Similarly, Global's internal documents show that
[]_33

Most advertisers which responded to the CMA’s enquiries indicated that the
Merger would not diminish their negotiating power as alternative radio stations
could be used to reach their target audience. A number of Juice FM’s current
advertisers indicated that they had previously reached their target audience in
Liverpool and the Wirral by advertising on Bauer’s Radio City.

Overall, in view of the evidence set out above, the CMA believes that there
will remain sufficient competitive constraints in the market post-Merger, such
that the impact of the Merger will be limited. Local advertisers will continue to
be able to switch between Juice FM and Radio City, and Global’s radio
stations will continue to provide advertising opportunities to regional
advertisers.

Conclusion

For these reasons the CMA considers that there is no realistic prospect of an
SLC in the supply of non-contracted airtime as a result of the Merger.

Contracted airtime

74.

75.

76.

Shares of supply

The Parties submitted that Juice FM is active in the contracted advertising
segment through sales to FRS, a national sales house. Juice FM accounts for
around 5% of FRS’s total listening hours and [0-5]% of its total net advertising
revenue.

The Parties submitted that Juice FM would add less than 1% to Global’s
share of total commercial listening hours in the UK. However, the Parties were
unable to produce reliable market share estimates for contracted airtime for
Heart NW’s TSA, Juice FM’s TSA or the Wirral (ie the revenue estimates
provided do not relate to specific radio station TSAs but to the aggregate
revenue of the radio stations from its entire transmission area).

Closeness of competition

The Parties submitted that incorporating Juice FM into the Global sales house
will not alter the dynamics of contracted advertising covering Liverpool and

32 []
 []
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77.

78.

79.

80.

81.

the Wirral local areas, the North West region or nationally because contracted
advertisers are generally less concerned about achieving coverage in specific
areas of the UK, and more concerned about achieving broad coverage of a
target demographic. Moreover, should a contracted advertiser wish to target
Liverpool or the Wirral there will still be three main sales houses available:
Global, Bauer and talkSport.

In terms of closeness of competition between the Parties’ radio stations, the
CMA notes again that the geographic coverage, audience size and
demographics of Global’s radio stations (Heart NW, Capital NWW and
Smooth NWW) and Juice FM differ substantially.

None of the media agencies which responded to the CMA’s enquiries
considered Global and Juice to be close competitors. They generally ranked
Bauer (Radio City) and CCUK (Smooth NW) higher than Juice FM in terms of
their offerings being relevant to their needs. Two national media agencies also
indicated that they did not expect Global to be able to increase prices by 5%
post-Merger: one noted that the small scale of the Merger would not justify a
5% increase in prices, while the other said that, in that event, it would
consider switching to another radio station.

The CMA also notes that Global’s radio stations derive [¢<] of their revenue
from the sale of contracted airtime to media agencies, while Juice FM derives
[<]% of its revenue from this activity.

Overall, in view of the evidence set out above, the CMA believes that the
Parties' radio propositions are not close substitutes for contracted advertisers.

Conclusion

For these reasons the CMA considers that there is no realistic prospect of an
SLC in the supply of contracted airtime as a result of the Merger.

Sponsorship and promotion

82.

Shares of supply

The Parties overlap in the supply of S&P at a national and a regional/local
level. Using the [<], the CMA has estimated that the merged entity’s post-
Merger market share for S&P revenue, within Juice FM’s TSA, is [25-35]% (an
increment of [15-25]%).
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83.

84.

85.

86.

Closeness of competition

As noted above (see paragraphs 39 to 59), the CMA considers that the
Parties' radio propositions are unlikely to be regarded as close substitutes by
S&P advertisers.

The CMA also notes that Juice FM derives [<] majority [¢<] of its S&P
revenue from sales direct to businesses, while Global’s radio stations obtain
most [¢<] of their revenues from media agencies.

The CMA has found no evidence to suggest that the process, on a local and
regional basis, for purchasing S&P slots differs significantly from purchasing
airtime advertising. In particular, advertisers did not indicate any differences in
how rates for airtime and S&P are negotiated, although one competitor noted
that S&P is less of a substitute for airtime and more likely to compete with
non-radio media (such as newspapers). Therefore, the CMA believes that the
same considerations would apply for S&P as for non-contracted and
contracted airtime.

Conclusion

For these reasons the CMA considers that there is no realistic prospect of an
SLC in the supply of S&P as a result of the Merger.

Conclusion on horizontal unilateral effects

87.

88.

The evidence available to the CMA indicates that the Parties’ radio stations
are not considered to be close alternatives to each other in Liverpool, the
Wirral or at a regional level (the North West). The stations differ in terms of
their geographic coverage, audience size/listening hours and target
demographics and, as such, advertisers are unlikely to switch between them.
The CMA considers that Bauer (Radio City) and CCUK (Smooth NW) will
remain credible and significant competitors to the merged entity and
advertisers’ negotiating power will not be significantly affected as a result of
the Merger.

Accordingly, the CMA believes that the Merger does not raise significant
competition concerns as a result of horizontal unilateral effects in relation to
the supply of commercial radio advertising in Liverpool, the Wirral and the
North West.

Non-horizontal effects

89.

Anti-competitive conglomerate effects can arise where a merged firm would
increase the selling price of one of its products when sold on a stand-alone
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90.

91.

92.

basis but would not do so if customers buy both the merged firm’s products. In
such a scenario, customers would have an increased incentive to buy the
second product from the merged firm, putting rivals in the second product
market at a disadvantage.3

The CMA considered the possibility that the Merger may provide Global with
the incentive to bundle radio stations by inducing agencies and advertisers to
increase their spend with Global in exchange for better conditions of access to
Global’s other radio stations.

However, based on the evidence set out above, the CMA considers that the
Merger will have a limited impact on Global’s ability to force advertisers to buy
advertising on all (or a combination) of their radio stations. Global would be
unlikely to force bundling as advertisers in the North West do not consider
Juice FM to be essential to a regional portfolio and advertisers would continue
to have the option of being able to advertise on the stations individually.

For these reasons, the CMA believes that there is no realistic prospect of an
SLC resulting from non-horizontal effects.

Third party views

93.

The CMA contacted customers (advertisers) and competitors of the Parties
and received 13 responses from direct advertisers, 7 responses from media
agencies, and 3 responses from competitors. In general, third parties did not
raise any concerns in relation to the Merger reducing competition between the
Parties. Third party comments have been taken into account where
appropriate in the competitive assessment.

Conclusion on substantial lessening of competition

94.

Based on the evidence set out above, the CMA believes that the Merger does
not give rise to a realistic prospect of an SLC as a result of horizontal
unilateral or non-horizontal effects in the supply of commercial radio
advertising in Liverpool, the Wirral and the North West.

34 Paragraph 5.6.13 of the Merger Assessment Guidelines.
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Decision

95. Consequently, the CMA does not believe that it is or may be the case that the
Merger may be expected to result in an SLC within a market or markets in the
UK.

96. The Merger will therefore not be referred under section 33(1) of the Act.

Andrew Wright

Director of Mergers

Competition and Markets Authority
5 October 2015
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