
 
 

 
Anticipated acquisition by Dentsu Inc of Aegis Group Plc 
 
ME/5636/12 
 
The OFT’s decision on reference given on 21 September 2012. Full text of 
decision published 3 October 2012 
 

Please note that the square brackets indicate figures or text which have been 
deleted or replaced in ranges at the request of the parties or third parties for 
reasons of commercial confidentiality.  

 
PARTIES 
 
1. Dentsu Inc (Dentsu) is an advertising and communications group 

headquartered in Tokyo. Dentsu has offices in 29 countries including in the 
United Kingdom (UK) where it operates through five subsidiaries: Steak 
Group Limited, Denstu McGarry Bowen UK Limited, Attik Limited, AdJug 
Limited. and Dentsu Sports Europe, Limited. Dentsu is mainly active in 
Marketing and Communication Services (MCS) in the UK and has limited 
activities in Media Buying Services (MBS). 
 

2. Aegis Group plc (Aegis) is a media and digital communications group with 
headquarters in London and offices in approximately 80 countries. Aegis’s 
worldwide turnover in the financial year ended 31 December 2011 was 
£11.9bn (of which [£150-175] million was generated in the UK). Aegis is 
made up of two operating businesses, Aegis Media and Aztec. Aegis Media 
is active in both MCS and MBS and operates in the UK through six entities: 
Carat, isobar, Posterscope, Vizeum, iProspect and Data2Decisions. Aztec 
offers consolidated retail market scan data services and associated 
consultancy services to consumer packaged goods retailers and 
manufacturers. 
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TRANSACTION 
 

3. On 12 July 2012 Dentsu announced the proposed acquisition of Aegis by 
means of a scheme of arrangement. On the same day, Dentsu purchased 
approximately 15 per cent of Aegis.1

 

 Following implementation of the 
scheme of arrangement, Dentsu will own 100 per cent of the ordinary 
share capital in Aegis (Transaction). 

4. Dentsu submitted a Merger Notice on 10 August 2012 to the OFT. The 
extended statutory deadline for the OFT’s decision in this case is 24 
September 2012. 

 

JURISDICTION 
 

5. As a result of this transaction Dentsu and Aegis will cease to be distinct. 
The UK turnover of Aegis exceeds £70 million, so the turnover test in 
section 23(1)(b) of the Enterprise Act 2002 (Act) is satisfied. 
 

6. 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.   

 

FRAME OF REFERENCE 
 
7. The parties overlap in the supply of MCS and MBS in the UK.  
 
8. As previously stated, Aztec offers consolidated retail market scan data 

services and associated consultancy services. The parties do not overlap in 
the provision of such services, and therefore they will not be discussed 
further in this decision. 

 
Product scope 
 
MCS 
 
9. MCS comprise the activities related to the planning and the creation of the 

content for a marketing or communication campaign. Such activities 
include: 

1 From the Financière du Loch, Bolloré Participations and Nord Sumatra Investissements. 
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a. Advertising  
b. Consumer insight  
c. Communications planning 
d. Digital strategy consultancy 
e. Public relations 
f. Consumer relationship management  
g. Branding, identity and design and product placement 
h. Sports marketing 
i. Events management 
j. Events sponsorship 
k. Specialist communications 

 
10. The OFT has considered whether MCS should be segmented by the media 

channel used for communication, the type of MCS service offered, and 
customer type.  

 
Segmentation by media channel 

 
11. The parties submit that MCS should be considered as forming a single 

relevant product market comprising all of the activities and that no 
distinction should be made according to the media channel used for 
communication.  

 
12. The parties submit that customers procure MCS for particular projects as 

well as for entire marketing strategies or campaigns. The aim of MCS is to 
reach the target audience in the most effective way possible through a 
variety of communications channels within the client’s budget. The parties 
submitted with respect to supply-side substitution that the design of a 
campaign or promotion does not materially differ according to the media 
through which it is ultimately delivered.  
 

13. Third parties confirmed that MCS customers purchase a range of different 
MCS using different media channels, depending on the message that they 
are seeking to convey. This view is also in line with a previous decision of 
the European Commission, in which the market investigation did not find 
clear evidence that the MCS market should be further segmented by type 
of media channel.2

 
 

2 Case No COMP/M.3579 – WPP/Grey. 
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14. For the purposes of its assessment of this case, the OFT does not need to 
come to a firm conclusion as to the precise product scope given that, on 
the evidence presented to the OFT, no competition concerns arise on any 
possible frame of reference. On a cautious basis, the OFT has examined 
the competition effects of the transaction on the basis of the supply of 
MCS segmented by media channel. 

 
Segmentation by service type 

 
15. With regard to segmenting the market by the type of service offered, such 

as those listed above in paragraph 9, the parties submitted that agencies 
implement communications strategies using a number of methods of 
delivery. The parties stated that, whilst there are some more specialised 
agencies, it is not typical to focus exclusively on one particular type of 
service. The parties submitted that different types of MCS are simply tools 
used by agencies to satisfy customers’ needs.  
 

16. The parties submitted with respect to supply-side substitution that most 
companies supply a full range of MCS. Some staff within an agency, 
particularly the management and support staff, is readily transferable 
across different types of MCS. The strategic/creative teams and the 
implementation teams, on the other hand, are less likely to be transferable 
between types of MCS. 
 

17. The majority of third parties that responded to the OFT’s market enquiries 
agreed with the parties that different types of MCS form part of a wider 
market for all MCS. One third party noted that as all MCS represent 
different methods for a business to communicate with a group of people, 
be they customers, the press, industry, other companies, government, 
regulatory or other interested bodies they should fall within the same 
relevant market.  
 

18. The OFT does not need to come to a firm conclusion as to the precise 
product scope given that, on the evidence presented to the OFT, no 
competition concerns arise on any possible frame of reference. On a 
cautious basis, the OFT has examined the competition effects of the 
transaction on the basis of the supply of MCS segmented by service type. 
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Segmentation by customer type 
 
19. The OFT also considered whether to segment MCS by customer type. The 

OFT has previously considered the provision of MCS to specific sub-
segments of public relations customers.3

 

 However, in that case, the 
acquirer was a specialist public relations company with a focus on a limited 
number of customer segments. The parties also submitted that supply-side 
switching is not difficult between customer type.  

20. No third party commented that the market should be segmented by 
customer type. The OFT therefore did not distinguish by MCS customer 
type in its analysis of the Transaction. 

 
MBS 
 
21. MBS comprise media planning, strategic advice and the purchase of time 

and/or space in various types of media on behalf of clients running 
advertising campaigns. Strategic advice involves research into target 
audiences, which media to use and monitoring/tracking the success of the 
campaign. 
  

22. The OFT has considered whether the relevant market should be segmented 
by type of media.  

 
Segmentation by type of media 
 
23. The parties submitted that one relevant market should be defined for all 

MBS activities and that the market should not be segmented by media type 
(for example, television, press, internet, radio, cinema).  
 

24. From a demand-side perspective, the parties argued that MBS agencies 
provide different services across several media types as part of a single 
wider service. The parties submitted that their customers generally require 
media buyers to be active, and able to advise, across several types of 
media, whether the media buyer provides the service itself or sub-contracts 
it to another agency. This is on the basis that most customers seek to deal 
with a single general media buying agency. 
 

3 ME/1670/05, Anticipated acquisition by Huntsworth plc of Incepta Group plc, 26 May 2005. 
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25. The parties submit that the MBS market in the UK is characterised by large 
players that cover a number of media types and that most media buyers 
can obtain advertising space in different types of media without any 
significant switching costs, such that there is supply-side substitutability 
between MBS for different media types. 

 
26. The parties’ view was supported by some third parties that responded to 

the OFT’s market enquiries. One third party, for example, noted that 
customers have a variety of media at their disposal and dependent on their 
campaign objectives, one type of media can be substituted for another. 
With regard to supply-side substitution, some third parties were of the view 
that MBS agencies typically provide all types of MBS and so will deploy 
resources to meet the needs of the client and the advertising campaign in 
question. However, other third parties submitted that switching resources 
across MBS is difficult, as different experience and skill sets are involved 
for different types of media and significant re-training is involved for 
employees to be reallocated across media types. 
 

27. In MediaCom/Brilliant Media,4 the OFT did not reach a conclusion on 
market definition for MBS. On a cautious basis it distinguished between 
MBS by type of media (including regional media). In WPP/Poster Publicity,5

 

 
the OFT considered that the supply of specialist outdoor MBS direct to 
advertisers was one product frame of reference.  

28. The OFT considers that, for the purposes of its assessment in this case, it 
does not need to come to a firm conclusion as to the precise product scope 
given that, on the evidence presented to the OFT, no competition concerns 
arise on any possible frame of reference. On a cautious basis, the OFT has 
examined the competition effects of the transaction on the basis of the 
supply of MBS segmented by media type. 

 
  

4 ME/5326/12, Completed acquisition by MediaCom North Limited of the businesses and certain 
assets of Brilliant Media. 
5 ME/1598/05, Anticipated joint venture between WPP Group plc and Poster Publicity Group 
Limited, 5 May 2005. 
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Geographic scope 
 
MCS 
 
29. The OFT considered whether the market for MCS is national in scope. The 

parties submitted that the market for MCS is national, on account of 
language differences, customer preferences and different media conditions 
in different countries. According to the parties campaigns are generally 
planned on a national basis.  
 

30. The majority of third parties submitted that agencies based abroad would 
not be a viable alternative, as the UK-based agencies have experience in 
operating within the UK market and can therefore provide a UK-tailored 
service. This is also in line with previous OFT and European Commission 
cases,6

 
 which indicated that MCS should be assessed on a national basis.  

MBS 
 

31. The OFT considered whether the market for MBS is national in scope or 
should be segmented further on a regional basis. The parties submitted that 
the market for MBS is national, primarily because media owners are 
themselves organised at a national level. 
 

32. Some third parties commented that MBS, unlike MCS, comprise activities 
which are particularly local in nature, such as purchasing advertising space 
at local bus stations. The European Commission, however, previously 
considered MBS on a national basis, because MBS agencies need to gather 
the necessary knowledge of customer patterns as regards the different 
media channels and of the differing national regulatory frameworks locally.7 
In Mediacom/Brilliant Media,8

 

 the OFT adopted a cautious approach and 
examined the effects of the merger at regional as well as national level. 
However, the OFT noted that in that case the parties had certain regional 
specialisations.  

  

6 ME/1670/05, Anticipated acquisition by Huntsworth plc of Incepta Group plc, 26 May 2055 
and Case No COMP/M.3579 – WPP/Grey 
7 Case No COMP/M.3579 – WPP/Grey 
8 ME/5326/12, Completed acquisition by MediaCom North Limited of the businesses and certain 
assets of Brilliant Media. 
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Conclusion on geographic market 
 

33. The OFT does not need to come to a firm conclusion as to the precise 
geographic scope of the MCS or MBS market given that, on the evidence 
presented to the OFT, no competition concerns arise on any possible frame 
of reference. On a cautious basis, the OFT has examined the competition 
effects of the transaction on the basis of a national market for MCS and 
both a national and regional market for MBS. 
 

HORIZONTAL ISSUES 
 

Market shares 
 
MCS 
 
34. The parties provided UK shares of supply for the MCS market based on a 

combination of internal data (for their shares) and a Kingston Smith report 
(for market size).  
 

35. The parties combined UK share of supply of MCS as a whole is [0-10] per 
cent, with an increment below [0-five] per cent. The parties also provided 
their combined shares of supply in digital MCS, which the parties submit is 
the segment in which the parties have the greatest overlap. In the digital 
MCS segment, the parties’ combined share of supply is [five-10] per cent, 
with an increment of [0-five] per cent. The OFT is of the view that these 
shares are very low and therefore do not raise any prima facie competition 
concerns.  

 
36. The parties were unable to provide shares of supply segmented by media 

channel or service type. However, given the parties’ low combined market 
shares in the overall MCS market and the digital MCS market (where the 
parties’ overlap is greatest), the OFT considers that the combined shares of 
supply would not, on any segmentation of the market, raise competition 
concerns. Furthermore, no third party identified any specific segment 
where the parties would be focusing. Instead, third parties confirmed that 
the market is highly fragmented and that the parties have a small presence 
in these segments. 
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37. The OFT received no overall third party concerns with regard to the effects 
of the transaction on the MCS market. The OFT received evidence from its 
third party market investigation which suggests the merged parties are not 
close competitors. Aegis operates mainly in the MBS market, with a limited 
presence in the MCS market, whereas Dentsu almost exclusively operates 
on the MCS market in the UK, yet with very limited presence.   
 

38. In light of the above, the OFT does not believe that the transaction gives 
rise to a realistic prospect of a substantial lessening of competition in the 
MCS market. 
 

MBS 
 

39. The parties provided UK shares of supply for MBS based on a combination 
of internal data (for their shares) and a Zenith Optimedia report (for market 
size).The merged parties combined UK share of supply of MBS as a whole 
is [five-15] per cent, with an increment well below [0-five] per cent. The 
OFT is of the view that these shares of supply are considerably low, and 
the increment is [0-five per cent], and therefore do not raise any prima 
facie competition concerns.  
 

40. The parties were unable to provide shares of supply in MBS segmented by 
media type or by region. However, the parties submit that they do not 
focus or specialise in particular regions of the UK and that as a 
consequence in no region is their combined share of supply materially 
higher than their national share.9

 

 The parties’ overlap is greatest in the 
digital segment, which is operated on a national basis. The OFT therefore 
considers that the combined shares of supply on any segmentation of the 
MBS market would not raise prima facie competition concerns. 

41. The OFT received no third party concerns with regard to the effects of the 
transaction on the MBS market. As set out above, the OFT received 
evidence from its third party market investigation which suggests the 
merged parties are not close competitors. Aegis operates mainly in the 
MBS market, with a limited presence in the MCS market, whereas Dentsu 
almost exclusively operates in the MCS market in the UK, yet with very 
limited presence.   

9 In MediaCom/Brilliant Media the OFT found that Aegis accounted for five–15 per cent share of 
media procurement services by media type and by UK region (paragraph 30).  
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42. The OFT therefore does not believe that the transaction gives rise to a 

realistic prospect of a substantial lessening of competition in the MBS 
market. 
 

Barriers to entry and expansion 
 
43. The parties submitted that there are no significant barriers to entry and 

expansion in the MCS market. Third party responses corroborated this 
view. One third party noted that entry is relatively straightforward and 
requires little capital or other investment.  
 

44. With regard to the MBS market, the parties again submitted that there are 
no significant barriers to entry and expansion. However, some third parties 
identified barriers to entry relating to scale. Furthermore, in order to operate 
in the digital MBS market, significant technological investments are 
required. Another third party, however, indicated that it is easy to hire 
experienced personnel from existing agencies to start a new company.  

 
45. Given the competition conclusion above, the OFT has not found it 

necessary to conclude on whether barriers to entry and expansion are 
present on the market. 
 

Buyer power 
 
46. The parties submitted that customers of both MCS and MBS enjoy some 

degree of buyer power, due to the ability of customers to switch between 
agencies without any major obstacles. In particular, the tender-driven 
nature of the provision of these services facilitates switching between 
agencies. Third parties’ comments corroborate this view. 
 

47. Given the competition assessment above, the OFT has not found it 
necessary to conclude on whether buyer power is present on the market. 

 
 

THIRD PARTY VIEWS 
 

48. Of the third party comments received by the OFT in response to its market 
enquiries, it received no concerns with regard to the effects of the 
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Transaction on the MCS or MBS market. Any relevant third party 
comments have been incorporated where relevant in the decision. 

 
ASSESSMENT 
 
49. The parties overlap in the supply of MCS and MBS in the UK. The OFT has 

assessed the transaction on the basis of the UK supply of MCS segmented 
by service type and media channel and the regional supply of MBS 
segmented by media type.  
 

50. With regard to the overall MCS market, the parties’ combined shares of 
supply are considerably low, with a low increment. Although data was not 
available for all possible segmentations of the MCS market, the parties 
provided shares of supply for the digital MCS market, which were also low 
with a low increment. Given that the parties’ overlap is the greatest in the 
digital segment, the OFT considers that the combined shares of supply 
would not raise prima facie competition concerns on any segmentation of 
the market.  

 
51. With regard to MBS, the parties’ combined shares of supply are also [0-five 

per cent], with a negligible increment. Again, the parties were unable to 
provide data for all possible segmentations of the market. However, the 
evidence available to the OFT indicated that that the combined shares of 
supply in any segmentation of MBS would not raise prima facie competition 
concerns. 
 

52. No third parties raised any concerns with regard to the effects of the 
Transaction in either the MCS or MBS market. Furthermore, the evidence 
available to the OFT shows that the parties are not close competitors. 
Aegis operates mainly in the MBS market, with a limited presence in the 
MCS market, whereas Dentsu almost exclusively operates in the MCS 
market in the UK, yet with very limited presence. 

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

the Transaction may be expected to result in a substantial lessening of 
competition within a market or markets in the United Kingdom.  
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DECISION 
 
54. This merger will therefore not be referred to the Competition Commission 

under section 33(1) of the Act. 

12


	PARTIES
	TRANSACTION
	JURISDICTION
	FRAME OF REFERENCE
	HORIZONTAL ISSUES
	THIRD PARTY VIEWS
	ASSESSMENT
	DECISION



