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31th October 2013 
 

By email 
 
 

Dear Mr Kelly 
 

Re: Ericsson I Creative Merger Inquiry 

 

 
We refer to your letter dated 15 October 2013, inviting us to make representations or provide 
information in relation to the above inquiry. 

 
Our business is the trusted partner to the world's leading broadcasters.  We deliver audio and video 
content to audiences over multiple global platforms, build and enhance broadcast infrastructure and 
provide innovative operation and maintenance solutions to our broadcast customers. 

 
We currently provide distribution services and consider that the provision of linear playout services 
complements our terrestrial, satellite and OTT distribution services. 

 
Our experience is that there are significant barriers to entry with regards to providing linear playout 
services on an outsourced basis. This is particularly true of 'reactive' playout services which are able 
to instantly respond to changes in schedules due to coverage of live or variable length events or 
where regionalised feeds are customised on a real-time basis. These barriers are focused primarily 
around the capital investment in equipment that this type of playout requires and the staff costs 
involved in setting up and maintaining time-critical services for broadcast channels such as BBC1, 
BBC2 and ITV1.  As a result, the 'reactive' playout market is dominated by Ericsson and Red Bee 
Media. These organisations have grown through the acquisition of Technicolor (and hence ex-lTV 
staff) and the privatisation of the playout arm of the BBC, respectively, and therefore have close 
relationships with the broadcasters to whom they provide services. 

 
There are fewer barriers to entry for 'non-reactive' playout services, which are not required to be as 
dynamic in nature, and therefore given the lesser complexity of equipment and lower staffing 
requirements, this is ostensibly a more competitive market. However, given the fact that most large 
broadcasters require a combination of reactive and non-reactive playout services, the reality is that 
such customers will use the same supplier for both.  Indeed, one of our key concerns with relation to 
the proposed merger is that, having established the ability to provide more complex linear playout 
services and achieved a  significant critical mass of customers, the incremental cost of providing 
bundled services - not only playout services but also services such as satellite and OTT distribution - 
would be very low.   The resulting organisation would thus represent a significant threat to smaller 
service providers' ability to offer cost-effective services.  In addition, the complex nature of increasingly 
bundled services increases the costs and risks associated with switching suppliers, creating a further 
barrier to entry to smaller service providers. 

 
In summary, we believe this merger may narrow the market for large reactive/complex playout 
contracts and are concerned that the bundling of other additional services with these contracts may 
restrict competition and not be in the best interests of broadcasters or indeed competition in the UK 
broadcast market. W e believe that the most efficient markets are those with a multitude of players, 
offering broadcasters significant choice in solutions, technology and price. 
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