
 
 

 
Anticipated joint venture between WPP Group plc and Poster 
Publicity Group Ltd 
 
The OFT’s decision on reference under section 33 given on 5 May 2005. Full 
text of decision published 23 May 2005 
 

Square brackets indicate where information has been excised or replaced by a range at 
the parties’ request 
 
PARTIES 
 
1.    WPP Group plc (WPP) is an international marketing communications services 

group which operates worldwide. WPP acts as a holding company for a number of 
subsidiaries to provide a comprehensive range of marketing services through its 
operating companies including: P.O.A. Holdings Ltd (Portland - a specialist in 
outdoor planning and buying); Grey Global Group Inc (specialist outdoor media 
buyers and general media buyers1); and MindShare and MEC (active in the general 
media buying segment).  

 
2. Poster Publicity Group (PPG) is active in the field of media buying and specialises 

in the planning and buying of outdoor advertising campaigns, including roadside 
billboards, airport signage, transport, neon and ambient outdoor. Its subsidiaries 
include Poster Publicity Ltd (PPL) (specialist outdoor advertising agents and 
suppliers of outdoor media buying services in Great Britain); Hi-Resolution 
(Production) Ltd (a specialist in the provision and project management of 
production services for advertising agents); Tranzformer Ltd (out of home 
advertising agents); Outdoor Connection Ltd (supplier of specialist outdoor media 
buying services); and, a 51 per cent holding in PosterPlan (supplier of outdoor 
media buying services in Northern Ireland).  

 
TRANSACTION 
 

3. WPP and PPG are creating a joint venture to acquire Portland and PPG called Reef 
House Limited (Reef). Post transaction, WPP and the current owners of PPG will 
jointly control Reef. The parties notified the OFT on 7 March 2005. The 
administrative deadline expires on 5 May 2005. 

                                         
1 WPP notified its acquisition of Grey to the EC Commission (the Commission) on 20 October 2004 and 
received clearance on 24 January 2005. The transaction was expected to complete in March 2005. 
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JURISDICTION 
 
4. As a result of this transaction WPP and PPG will cease to be distinct. Post 

transaction, the parties will supply over 25 per cent of specialist outdoor media 
planning and buying in the UK and the share of supply test in section 23 of the 
Enterprise Act 2002 (the Act) is met. 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 
 
5. The transaction will result in the combination of the specialist outdoor media 

planning and buying activities of WPP and PPG. 
 
Product market 
 
6. Outdoor advertising is comprised of: roadside advertising; transport advertising (at 

railway and underground stations, airports and on buses); point of sale (at 
supermarkets and shopping malls); and ambient media (petrol pumps, posters, 
screens). 

 
7. Specialist outdoor media buyers (specialists) offer outdoor media planning and 

buying services to advertisers. While some specialists offer both functions, certain 
specialists carry out only the planning function, while placing the buying through a 
partner company (so-called buying points), which may be owned by a competing 
specialist group. There are currently four buying points in the UK: Portland, PPG, 
Posterscope and Helix. 

 
Purchasing channels 
 
8. An advertiser’s choice of purchasing methods may vary depending on the needs 

and requirements of the advertiser/campaign. The three principal purchasing 
channels are as follows:  

 

• Purchasing via specialists − the specialist negotiates with the outdoor media 
seller on behalf of the advertiser (as noted, some specialist planners contract 
out the purchasing function). The parties submit that advertisers for whom 
outdoor advertising is anticipated to form a substantial proportion of their total 
advertising spend are likely to choose this channel.   

 
• Purchasing via general media buyers (GMB) − who act as a one-stop-shop for 

advertisers purchasing advertising across several different media channels. The 
parties submit that advertisers for whom outdoor advertising is anticipated to 
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form a relatively small proportion of their total advertising spend are likely to 
choose this channel. GMBs do not generally buy outdoor advertising directly or 
engage in outdoor planning. Instead, the outdoor planning and buying services 
are generally contracted to a specialist who negotiates with the outdoor media 
supplier. Certain GMBs are affiliated with an ‘in-house’ outdoor specialist, eg a 
sister company within the same corporate group (Integrated GMBs).2 Other 
GMBs do not have such ‘in-house’ capabilities (Independent GMBs).3 This is an 
important supply-side distinction; 

 
• Purchasing direct − the advertiser negotiates directly with the outdoor media 

seller.   
 
9. The third of these channels, purchasing direct, is not directly affected by this 

transaction and is not therefore independently considered further.  
 
Classes of customer 
 
10. Two classes of customers are directly affected by the merger:  
 

• Advertisers purchasing via specialists – The parties submit that in the event of 
a hypothetical monopolist increasing price by 5-10 per cent for specialist 
services, advertisers would either purchase directly from the media sellers; via 
a GMB; or switch to a different media channel. There is however evidence that 
is inconsistent with that proposition: 

 
 Third party comment suggests that a significant group of advertisers would 

not switch to direct purchasing due to the value they place on specialists’ 
services. As prices are individually negotiated, the OFT cannot be confident 
that marginal customers would prevent a hypothetical monopolist from 
price discriminating against this customer class;  

 
 Similarly, the available evidence raises doubts as to whether customer 

switching to GMBs would constrain the activities of specialists; in any 
event, independent GMBs do not offer a substitute service in economic 
terms as they are customers of specialists, not competitors;   

 

                                         
2 Such as Zenith, Carat, the Interpublic Group of Companies, the WPP Group and 
PHD/Omnicom. 
3 Such as MPG Havas, RCL Media, Starcom and MVM. Note that Zenith, Starcom and MVM are 
all linked to Publicis, however, only Zenith is linked to a specialist media buyer, Meridian. 
Currently, Meridian only supplies specialist services to Zenith 
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 Finally, third party comment does not conclusively support the view that 
hypothetical monopolist increasing the price of outdoor buying media by 5-
10 per cent would cause significant switching to other media.  

 
• Independent GMBs: The parties submit that in the event of a hypothetical 

monopolist increasing price 5-10 per cent independent GMBs would have the 
option of either launching their own outdoor media buying agency or 
purchasing outdoor advertising space directly from media sellers. However, 
third parties generally supported neither proposition, suggesting that self-
supply would be neither quick nor easy, and that only a more significant price 
increase would prompt direct purchasing. 

 
Supply-side substitution between channels 
 
11. Evidence provided by third parties suggests that the main barriers to entry are in 

outdoor media buying -- ie upstream of the two affected purchasing channels. In 
the case of both affected purchasing channels -- via specialists and via GMBs -- 
the activity of buying from the outdoor media supplier is generally carried out by a 
specialist. Once an outdoor media buying presence has been established, it may 
be easier on the supply side for specialists to switch between the two affected 
purchasing channels. This is supported by comments from third party specialists 
indicating that they could expand their operations to provide media planning and 
purchasing services either to advertisers purchasing via specialists or to 
independent GMBs.  

 
Conclusions 
 
12. Based on the above the OFT considers that the relevant frames of reference 

include the buying of outdoor media in general as well as the downstream supply 
of specialist outdoor media buying and planning services both direct to advertisers 
and through independent GMBs. The OFT has considered all three of the relevant 
frames of reference, however given the reasoning set out below the definition of 
the precise frame of reference in this case is not critical. 

 
Geographic market 
 
13. The parties supply throughout the UK, and support the view of the European 

Commission in the WPP/Grey4 decision that the supply of outdoor media buying 
services is national in scope, with limited opportunities for the provision of such  

                                         
4 Case No COMP/M.3579 – WPP/Grey 
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services on a multi-national basis. The relevant frame of geographic reference 
therefore appears to be national in scope. 

 
HORIZONTAL ISSUES 
 

Shares of supply 

14. The merged entity will be the largest of four main players, with [35-45] per cent 
(increment [15-25] per cent) of outdoor media buying. The second largest is 
Posterscope at [25-35] per cent. IPM,  Concord/Open and a fifth provider, 
Meridian, hold [5-15] per cent, [5-15] per cent and [0-10] per cent shares 
respectively. 

15. The merged entity will represent [30-40] per cent by value of specialist services 
directly to advertisers (increment 8 per cent), with another competitor, Alban (via 
Concord and Open) accounting for a similar share ([30-40 per cent). The two 
other suppliers are Posterscope ([10-20] per cent) and IPM ([0-10] per cent). 

16. In relation to supply of specialist services to independent GMBs, the merged 
entity’s share will be [40-50] per cent (increment [10-20] per cent), making it the 
largest supplier to this customer group. The second largest supplier will be 
Posterscope ([35-45] per cent) with two (IPM and Alban (via Concord and Open)) 
each accounting for [0-10] per cent of supply.5 

17. The supply figures in relation to the narrower two frames of reference above 
exclude supply by specialists that supply only via their linked GMB, which are 
included in the wider frame of reference. 

Non-coordinated effects 

18. Taken in isolation, the concentration data could raise the question as to whether 
the merged entity could raise prices or reduce service levels (relative to the 
situation absent the merger) to one or both classes of customer identified, and 
whether rivals’ incentives would be to follow suit -- although the figures for 
overall outdoor media purchasing may provide some comfort in this regard. 

19. The OFT contacted a substantial number of market participants at all levels to test 
whether the theory of harm suggested by these data was corroborated by actual 
concerns by those most likely to be affected by the merger. The weight of 
responses from both customer classes demonstrated a lack of concern, generally 
on the basis that customers would enjoy sufficient choice of specialists post-
merger and that switching to alternatives in response to price increases, is 
relatively easy. Responses also suggested that independent GMBs do not exclude 

                                         
5 Business secrets excised at the request of the parties.  
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‘in-house’ specialists affiliated with a rival GMB from their set of supply 
alternatives. Third parties also suggested that the new entity will be a stronger 
competitor to Posterscope, currently the largest specialist provider; indeed, 
outdoor media suppliers generally regarded the merger as having the potential to 
enhance the merged entity’s purchasing power to the benefit of competition.   

20. Some customers explicitly confirmed that smaller rivals offered a competitive 
service, and certain competitors believed that subject to hiring extra qualified staff 
they could easily expand to serve larger accounts. Certain third parties did 
question whether smaller competitors would have difficulty in competing on price 
as they would not be able to lower costs as much as the parties, who obtain 
greater volume rebates from media sellers. However, if the parties were to 
increase price or offer less value for money post transaction, smaller specialists 
could potentially competitively bid for their business, thereby allowing them to 
expand and secure greater volume discounts. Moreover, given the differentiated 
nature of the service, competition is not limited to price: several third parties 
commented on how smaller competitors generally supply a better level of service, 
which they saw as important and may offset any remaining price differential; 
consistent with the views expressed above, this suggests that the prospect of 
customer switching to rivals appears sufficient competitive constraint on the 
merged entity.    

21. As customers in the two affected purchasing channels, ie large advertisers and 
independent GMBs, can generally be characterised as sophisticated, it is 
appropriate to attribute considerable weight to their views, especially as the lack 
of concern among market participants was relatively consistent across the 
substantial number of respondents.  

 
22. A further alternative for advertisers may be specialists who currently only supplied 

their linked GMB and could start supplying advertisers directly.   
 
23. To conclude, the weight of evidence from market participants suggests that the 

merged entity would lack the incentive to raise price or reduce service due to the 
disciplinary effect of sufficient alternatives to which customers can and would 
switch, including smaller specialists with the potential to expand.   

 
Coordinated effects 

24. As the merged entity and one other supplier (Alban and Posterscope, respectively) 
will account for [OVER 60 per cent]6 of supply directly to advertisers, and to 
independent GMBs, the increased possibility of collusion was considered. 
However, the differentiated nature of the services provided by both GMBs and 

                                         
6 Business secret excised at the request of the parties 
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specialists to advertisers suggests a lack of transparency that would hinder 
suppliers’ ability to reach terms of coordination. Third parties have also suggested 
that smaller suppliers are credible alternatives, and these are likely to have 
different cost structures and competitive incentives, which suggests an ability to 
disrupt coordination. There is no evidence of past collusion, and no third party has 
raised this as a concern. Accordingly, there is no reasonable basis for concluding 
that there is a realistic prospect of a substantial lessening of competition through 
increased risk of coordination.   

 
Barriers to entry  
 
25. In assessing the possibility of new entry, the general view from third parties was 

that reputation and volume of business were the key barriers to entry in relation to 
the buying of outdoor media. They would not however represent barriers to 
specialists (or others already active in buying outdoor media) entering or switching 
between the two affected purchasing channels. There is little evidence to suggest 
that once any barriers to entry in the buying of outdoor media have been 
overcome there are particular barriers between the two affected purchasing 
channels. 

 
26. As regards the potential barriers to the buying of outdoor media, it was generally 

felt that reputation can be addressed by recruiting experienced staff. Volume of 
business is however more of an issue. Volume of business may be less of a barrier 
for independent GMBs who entered the specialist outdoor segment as they may 
have an assured stream of business from its general media buying activities, than 
for a new entrant without the necessary volume to enter this segment. However, 
such an entrant could gain volume by accessing one of the buying points into 
which specialists tend to consolidate their buying in order to obtain volume 
discounts for themselves. Furthermore, the parties submit that existing buying 
points are keen to attract additional volume [].7 

 
27. In relation to the buying of outdoor media therefore, the evidence available 

suggests that barriers to entry may be surmountable, while not being sufficient to 
conclude that the threat of entry would, on its own, constrain the JV’s ability to 
raise prices to independent GMBs and advertisers. However in the light of the 
analysis above this is not material to the outcome of the OFT’s analysis. 

 

                                         
7 The JV will bring together the second and fourth largest buying points, Portland and PPG, 
making it the second largest, with around [30-40] per cent of all outdoor media spend going 
through it Posterscope is the largest with [35-45] per cent of outdoor media spend and Helix will 
be the smallest buying point with [15-25] per cent of advertising spend. [Business secrets 
excised at the request of the parties]. 
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Buyer power 
 
28. Some large customers, advertisers and GMBs felt they had a degree of buyer 

power as they put contracts out to tender and the different specialists compete to 
gain business. Smaller customers are unlikely to enjoy buyer power, although the 
evidence suggests that they will have sufficient choice of specialists, including 
niche suppliers. 

 
VERTICAL ISSUES 
 
29. Although not a concern raised by third parties, the possibility the parties could 

foreclose access to specialist outdoor media buying to independent GMBs was 
considered as the parties are active in the GMB sector. However, the supply of 
general media buying services in the UK is quite fragmented with independent 
GMBs accounting for a large portion of that supply. Post transaction, the 
independent GMBs will have a choice of specialist suppliers and any attempt by 
the parties to foreclose access to specialist services to the independent GMBs 
would result in switching to other specialists. Furthermore, larger independent 
GMBs are likely to posses some degree of buyer power. 

 
30. One third party was concerned that loyalty rebates would tip the two large 

specialist buyers into using the same outdoor seller, thus preventing smaller 
buyers from acquiring that suppliers good quality panels. However, given that 
there are currently four large outdoor media sellers it is unlikely that availability of 
outdoor media space will be limited. 

 
THIRD PARTY VIEWS 
 
31. A substantial number of third parties were contacted in relation to this merger. 

Most did not consider that this transaction would lead to a significant reduction in 
competition. Furthermore, a number of third parties expressed the view that the 
transaction would lead to increased competition between specialist suppliers by 
creating a more effective competitor to Posterscope. 

 
32. A concern from one third party not yet discussed above related to the reduction in 

outdoor specialists post transaction making it more difficult for advertisers to find 
a supplier without a client conflict. The parties believe that handling such conflicts 
is already undertaken satisfactorily in large suppliers and point out that WPP and 
PPG have already combined their purchases through a single buying point and 
have not lost any customers as a result. However, the context of a general 
absence of customer concern and large-scale agreement that customers have 
sufficient alternatives implies that conflicts issues are surmountable, and it would 
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not be appropriate in this light to conclude that customer harm will arise based on 
this concern alone.  

 
ASSESSMENT 
 
33. Post transaction, the parties will have significant shares of the buying of outdoor 

media as well as the supply of specialist buying services both direct to advertisers 
and through independent GMBs.  

 
34. However, third party responses did not support any theory of competitive harm. 

Rather, the weight of third party opinion suggests that the two main customer 
groups who were the focus of this investigation – independent GMBs and 
advertisers – will continue to have sufficient alternatives among specialists who 
offer competitive services, include smaller specialists who appear to have the 
ability to expand to serve larger accounts. Although smaller customers would not 
enjoy buyer power that larger customers may have, their options including smaller 
niche specialist suppliers. Accordingly, the evidence suggests that the merged 
entity faces competitive constraints sufficient to discipline its pricing and service 
offering in relation to both classes of customer. Consistent with these views, 
most market participants expressed no concerns about the merger, and some 
have stated that this transaction is pro-competitive in the sense that it creates a 
buying point of similar size to Posterscope, which would generally increase 
competition in the supply of specialist services and serve to lower prices. No 
concerns over co-ordinated effects were raised and the competitive situation 
relating to the vertical issues raised is not substantially altered by the merger.  

 
35. 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 

36. This merger will therefore not be referred to the Competition Commission under 
section 33(1) of the Act. 

 
 
 
 
 


