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Section 1 

1 Summary 
1.1 The Office of Fair Trading (OFT) has asked Ofcom to provide input to its decision on 

whether to refer the proposed acquisition by the Kent Messenger Group (KMG) of 
seven Kent newspaper titles from Northcliffe Media (Northcliffe) to the Competition 
Commission (CC) for further investigation.  

1.2 The local and regional newspaper industry has been particularly affected by the 
major structural changes occurring, especially by the popularity of online services, 
which have had a significant impact on the consumer demand for local newspapers. 
Regional newspaper advertising spend has roughly halved since 2007 and a 
significant part of the advertising that has been the cornerstone of local newspaper 
revenues is being displaced by national websites offering classified advertising (e.g. 
Rightmove in property or Autotrader in motors).  

1.3 Our input takes the form of a “Local Media Assessment” (LMA). It seeks to contribute 
to the OFT‟s assessment of the proposed merger by providing our knowledge on the 
local media sector, as well as our views on the competitive constraints that would be 
felt by the merged entity and the consumer benefits which may arise from the 
transaction. It should be noted that this LMA does not assess the extent to which 
competition may be lessened by the proposed merger. 

1.4 We observe that on the advertising side of these two-sided products1, constraints 
appear to be ever-growing from online advertising, where online national advertising 
is increasingly encroaching on what was previously local print advertising. This is 
likely to be mirrored for consumers, although this varies by consumer group. For 
example, consumer groups with lower broadband take-up are less likely to find online 
news and advertising to be an attractive substitute for hard-copy newspapers.  

1.5 KMG has made a number of arguments as to why quality will improve for both 
advertisers and consumers following the merger, compared to a situation where the 
merger does not take place, backed up by varying amounts of evidence.  

1.6 KMG stated [  ]  

1.7 There are risks to competition and consumer welfare from two major local players 
merging, particularly in the short term, but there is evidence to suggest that growing 
constraints from other media may offset these risks.  

1.8 We have developed a framework for examining potential consumer benefits as part 
of our approach to carrying out LMAs. In applying this framework, the potentially 
distinguishing factor of this case is that it seems likely KMG has stronger presence in 
Kent (compared with Northcliffe) that would extend to the titles to be acquired should 
the merger proceed. If so, this would offer the prospect of broader local benefits to 
consumers. 

1.9 We consider it is important to assess the concerns and benefits of the proposed 
merger against the likely outcome for consumers absent the merger, not only in the 

                                                
1
 Local and regional newspapers are two-sided products as they intermediate between separate 

groups of customers: readers and advertisers. 
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immediate future but over the next few years of structural change as consumers 
change the way in which they access local and regional media. 

1.10 The evidence available to us suggests that the target business and the regional 
newspaper business of KMG will struggle to achieve profitability in their current form, 
which might lead them to respond by closing newspaper titles or reducing quality (or 
both). 

1.11 In light of this, a merger may provide the opportunity to rationalise costs, maintain 
quality and investment, and provide a sounder commercial base from which to 
address long-term structural change, for example by expanding the availability of 
online and other digital local services. These potential benefits need to be weighed 
against any potential customer harm resulting from reduced competition identified in 
the OFT‟s overall assessment.  
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Section 2 

2 Introduction 

Background and overview 

2.1 In January 2009, the Government published its interim “Digital Britain” report2.  It 
noted the views of local media groups who felt there were strong pressures on them 
to consolidate in order to invest in new services. It also noted that the current media 
merger regime did not take into account the potential for competition across 
boundaries between newspapers and other media.   

2.2 In response to this, the Digital Britain interim report invited the Office of Fair Trading 
(OFT) to undertake an exploratory review across the local and regional media sector 
and to make appropriate recommendations. 

2.3 The OFT‟s subsequent report “Review of the local and regional media merger 
regime”3was published alongside the Government‟s final Digital Britain report4 in 
June 2009.  The conclusions, accepted by the Government, were that the existing 
merger framework was sufficiently flexible and robust to take into account the various 
considerations raised.  Nevertheless, to ensure the potential consumer benefits of 
local media mergers could be fully recognised, the OFT proposed to amend its 
Merger Guidance. This meant that in local media merger cases raising prima facie 
competition concerns, the OFT would ask Ofcom to provide it with a Local Media 
Assessment (LMA) covering relevant factors arising from Ofcom‟s understanding of 
media markets.   

2.4 The OFT‟s Jurisdictional and Procedural Merger Guidance5 confirms that where 
media mergers involving local newspaper publishing and/or commercial radio or 
television broadcasting raise potential competition issues, the OFT will ask Ofcom to 
provide it with an LMA. 

2.5 In December 2010, Ofcom published a Memorandum of Understanding (the MOU), 
which sets out the working arrangements and describes the relationship between 
Ofcom and the OFT in relation to LMAs6, as well as its own guidance on LMAs7 (the 
LMA Guidance), which set out the approach that Ofcom intends to take in carrying 
out an LMA.  

2.6 Pursuant to the MOU, on 10 August 2011, the OFT formally requested Ofcom to 
produce an LMA to assist the OFT with regard to the proposed acquisition by the 
Kent Messenger Group (KMG) of seven Kent newspaper titles from Northcliffe Media 
(Northcliffe). 

2.7 Given the limited time afforded to Ofcom by the OFT‟s merger review process and 
the objectives of an LMA, this assessment has been limited in scope to existing 

                                                
2
 http://www.culture.gov.uk/images/publications/digital_britain_interimreportjan09.pdf 

3
 http://www.oft.gov.uk/shared_oft/mergers_ea02/oft1091.pdf 

4
 http://www.culture.gov.uk/images/publications/digitalbritain-finalreport-jun09.pdf 

5
 http://www.oft.gov.uk/shared_oft/mergers_ea02/oft527.pdf 

6
 http://stakeholders.ofcom.org.uk/binaries/research/local-media-assessments/mou.pdf 

7
 http://stakeholders.ofcom.org.uk/binaries/consultations/local-media-assessment-

guidance/summary/LMA_Guidance.pdf 

http://www.culture.gov.uk/images/publications/digital_britain_interimreportjan09.pdf
http://www.oft.gov.uk/shared_oft/mergers_ea02/oft1091.pdf
http://www.culture.gov.uk/images/publications/digitalbritain-finalreport-jun09.pdf
http://www.oft.gov.uk/shared_oft/mergers_ea02/oft527.pdf
http://stakeholders.ofcom.org.uk/binaries/research/local-media-assessments/mou.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/local-media-assessment-guidance/summary/LMA_Guidance.pdf
http://stakeholders.ofcom.org.uk/binaries/consultations/local-media-assessment-guidance/summary/LMA_Guidance.pdf
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information which is available to us. This has meant, in this instance, relying primarily 
on information from the merging parties and on research carried out by us in 2009. 

Background to this merger 

2.8 KMG is in discussion with Northcliffe to purchase the following portfolio of local 
weekly newspaper titles circulating in Kent (the KRNM titles): 

 Times (Faversham, Whitstable, Herne Bay and Canterbury) Series 

 Dover Express Series 

 News (Medway) 

 Folkestone Herald Series 

 East Kent Gazette 

 Thanet Times 

 Isle of Thanet Gazette 
 

2.9 [  ] It considers that the acquisition of the Northcliffe titles will enable it to create 
efficiencies within its organisation and provide better advertising services through 
good quality, stable newspapers serving the six affected JICREG areas8.  

2.10 KMG is an independent family-owned company with local media interests (weekly 
newspapers, magazines, websites and radio stations) serving the Kent and Medway 
communities. KMG owns seven paid-for titles and seven free titles and circulates on 
average approximately 369,000 copies each week across Kent. 

2.11 Northcliffe is a division of Daily Mail and General Trust. It purchased KRNM from 
Trinity Mirror in 2007. Since then, Northcliffe has run the titles as a discrete group. 
Northcliffe will retain its remaining local and regional newspaper portfolio, including a 
number of other titles circulating in Kent, which are not the subject of this transaction, 
as well as various online businesses9 which are aimed at local, Kent communities. 

2.12 KMG said in its submission to the OFT that its main competitors are Northcliffe and 
Archant KOS. 

The purpose and scope of this paper 

2.13 This paper does not endeavour to reach a conclusion on the impact of the merger on 
competition or consumers. Instead, it seeks to provide the OFT with additional 
evidence and argumentation to support its assessment of the proposed transaction 
under the Enterprise Act 2002. In line with our LMA Guidance, the paper sets out the 
following: 

 our understanding of the overall health of the local newspaper sector; 

 the potential competitive constraints faced by local newspaper titles; and 

 a consideration of the potential consumer benefits which may result from the 
merger.  

                                                
8
 The areas delineated by JICREG (Joint Industry Committee for Regional Press Research) are based 

on standard postcode areas, with those serving a particular town or part of a city being taken as a 
single area. 
9
 These include the thisiskent websites, localpeople.co.uk and major national portal websites that are 

able to home into the local Kent markets) 
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2.14 We do not propose to comment on whether the transaction is likely to meet the failing 
firm criteria or the OFT‟s de minimis threshold, as these are matters for the OFT. 
However, we note that the notifying parties consider the market value of each of the 
six JICREG areas taken individually is likely to be well below the de minimis 
threshold of £10 million10. We also note that the parties‟ submission does not 
advance a failing firm argument. 

                                                
10

 See paragraph 6.62 of the submission. 
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Section 3 

3 Market context and the overall health of 
the sector 

Purpose of this Section 

3.1 This Section, in accordance with our LMA Guidance, sets out a view of the overall 
market context to the proposed merger drawing on our existing knowledge of the 
local media sector. It outlines the central trends affecting the sector and relates these 
to the stated rationale for the merger.  

The local media sector 

3.2 The local media sector is a wide and varied industry which comprises firms operating 
across a number of media sources, such as television, radio, online sites, mobile, 
press and other publications. Revenue is generated from a number of sources but is 
primarily driven by advertising and sponsorship, subscriptions and in the case of 
newspapers, circulation. 

3.3 Consumers are changing the way they access and consume local and regional 
media. Newspaper circulation has been in a slow and persistent decline for the last 
30 years.  More recently there have also been reductions in the consumption of 
regional television and local radio.  Regional TV, radio and press have been suffering 
from a decline in advertising revenues and audience fragmentation due to the large 
number of new media services emerging.  Firms have been trying to cut their cost 
base and as a result of the current economic climate it has been harder to secure 
borrowing and increase investment in new services. 

3.4 At the same time, the internet has become an increasingly important part of the local 
media mix. By 2009, a third of adults with broadband access said they use local 
websites at least weekly while consumers said they value the internet for 
accessibility, convenience and quality of information11.  

Newspaper circulation 

3.5 UK paid-for press circulation volume has been falling for many years. Younger 
consumers in particular are not turning to print in the same numbers as previous 
generations. In 2009, print products had a reach of only 32% among 16-24 year-olds, 
compared to a 60% reach among adults aged 55+12. Further, the share of national 
newspaper readership aged over 45 has increased from 52% in 2006 to 58% in 
201013. 

                                                
11

 While, in 2009, the internet was the main source of news for just 6% of adults, nearly 10% of recent 
broadband adopters at that time said they had spent less time reading local newspapers. A quarter of 
those accessing local websites said they did so instead of reading the hard copy. Source: Ofcom 
Local and Regional Media in the UK, 2009: http://stakeholders.ofcom.org.uk/binaries/research/tv-
research/lrmuk.pdf 
12

 Ofcom Communications Market Report 2010: 
http://stakeholders.ofcom.org.uk/binaries/research/cmr/753567/CMR_2010_FINAL.pdf 
13

 National Readership Survey  

http://stakeholders.ofcom.org.uk/binaries/research/tv-research/lrmuk.pdf
http://stakeholders.ofcom.org.uk/binaries/research/tv-research/lrmuk.pdf
http://stakeholders.ofcom.org.uk/binaries/research/cmr/753567/CMR_2010_FINAL.pdf
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3.6 The local and regional newspaper industry has been particularly affected by the 
major structural changes occurring, especially by the popularity of online services, 
which have had a significant impact on the consumption of local newspapers. As can 
be seen from Figure 1, paid-for local and regional newspaper circulation has been in 
long term decline14.  

Figure 1: UK circulation of local and regional newspapers 

 

Source: AA/ABC/Newspaper Society 
 

 

 

 

 

 

 

 

 

 

 

                                                
14

 The spike in free newspaper circulation was due to the launch of London Lite and the London 
Paper, both in the second half of 2006, and the drop is mainly due to the closure of these titles (with a 
combined distribution of around 900,000) in the second half of 2009.  
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3.7 Figure 2 shows that circulation of KMG‟s titles and the KRNM titles has also been in 
decline, broadly following the trend at national level15.  

Figure 2: Circulation of KMG and KRNM newspaper titles 

 

Source: ABC data 

3.8 As can be seen from Figure 3, the number of free weekly local and regional titles has 
been in long-term decline, while the number of daily, Sunday, paid-for weekly and 
free daily local and regional titles has remained fairly static. 

                                                
15

 The steep drop in circulation of KMG‟s free titles is due to the closure of free titles serving the 
Bexley, Bromley, Sevenoaks, Tonbridge and Tunbridge Wells areas and the merging of titles in 
Gravesend/Dartford and Ashford/Folkestone. The two separate lines for the KRNM titles reflect the 
review of its portfolio in 2008, which also involved the closure and merging of titles and the adoption 
of a hybrid paid-free publishing model. 
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Figure 3: Number of regional and local newspaper titles 

 

Source: Newspaper Society Database (March 2011)  

3.9 It is clear that the internet has become a popular way to consume media, particularly 
among younger consumers. When consumers were asked in 2010 which media 
activity they would miss the most if it were taken away, 4% of all adults said 
newspapers while 17% said using the internet via a computer/laptop. The difference 
was greater in the 16-24 age group; less than 1% said newspapers while 26% said 
using the internet, up from 18% in 2009. In comparison, 9% of those aged 65+ said 
they would most miss reading newspapers/ magazines. 

Figure 4: Which media activity would consumers miss the most? 

 
 
Source: Ofcom Communications Market Report 2011 (circles show statistically significant change between 2009 
and 2010) 
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Advertising  

3.10 As can be seen from Figure 5, regional newspaper advertising has been declining 
over the past 10 years. This can be contrasted with online advertising revenues, 
which between 2005 and 2010 grew from £1,367 million to £4,097 million16.  

Figure 5: Advertising spend – regional press (2005 constant prices £m) 

Source: Advertising Association/Warc Expenditure Report (2011) 

3.11 Figure 6 shows that [  ] 

Figure 6: Annual KMG advertising revenue (£’000) 

[  ] 

Source: KMG data 

3.12 Classified advertising revenues (particularly property, cars and jobs), have been 
increasingly moving from local newspapers to the internet, and particularly UK-wide 
specialist internet sites, like Rightmove and Autotrader. In 2009, these specialist 
online sites had taken two thirds of all advertising spend leaving local newspapers 
struggling to expand17. This also had a significant effect on local newspaper 
advertising revenues and in recent years this is likely to have been accelerated by 
the recession (although, as stated above, online advertising grew in 2010).  

3.13 Regional newspapers rely on classified advertising revenues far more than other 
print media: 57% of regional newspaper advertising expenditure was in classified 
categories in 2010, compared to 15% for national newspapers18. 

3.14 Competition is also emerging at a local level from a range of sources such as the 
public sector that has begun to produce its own newspapers, magazines and 
websites, which compete for consumers and, in some cases, advertising revenue. 
Looking to the future, the Government has proposed to set up a network of local 

                                                
16

 Source: Ofcom Communications Market Report 2011, Figure 4.9: 
http://stakeholders.ofcom.org.uk/binaries/research/cmr/cmr11/UK_CMR_2011_FINAL.pdf 
17

 O & O Local Media Economics Report Phase 1 for Ofcom, March 2009  
18

 Enders Analysis, “Regional press left behind in media bounceback”, 6 April 2011 
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television stations across the UK, which would be advertising-funded. We note that of 
the 65 possible locations which are being consulted on, three are in Kent (Dover, 
Maidstone and Tonbridge)19. 

3.15 It has also been argued that barriers to entry have been falling as online is now a 
viable means of distribution and other developments have lowered barriers to 
freesheets20. For example, new entrants are emerging from the “Newspaper Club”21. 
Here new small newspapers can make use of free capacity at newspaper printing 
presses. Developments such as these may provide additional competitive pressures 
to local newspapers22. 

How local titles have responded to these challenges 

3.16 Many local media companies have responded to these structural trends and to the 
additional pressure placed on them by the recession by taking a dual approach of 
consolidation and diversification.  

Consolidation and cost reduction 

3.17 Local newspaper groups have stated that their current cost base is not sustainable in 
the long term23. They have therefore been trying to consolidate and streamline areas 
of their businesses through cost efficiencies, redundancies and closures of offices. 
For example, in May 2010, Trinity Mirror,  one of the UK's largest newspaper 
publishers with over 160 regional newspapers24, purchased most of Guardian Media 
Group‟s regional portfolio for £44.8m.  

3.18 Measures have been introduced, such as journalists completing page layout as well 
as editing their articles, to reduce the need for designers and pre-press functions, to 
reduce costs and make the production of newspapers more efficient. 

3.19 In the current economic climate, if any newspaper groups are underperforming, they 
may choose to close or merge some local titles, or even cease to operate altogether, 
posing a risk of disruption to readers as well as to advertisers. In cases where they 
decide to continue producing some titles, they may choose to lower the “quality” of 
these titles e.g. by reducing the quantity of editorial content25.  

3.20 Newspaper companies have reported that they wish to further consolidate functions 
across different groups, through mergers or asset swaps to create regional centres 
where activities such as pre-press, production and advertising sales can be 
centralised to reduce costs. This was emphasised in the recent report “Future for 
local and regional media” by the House of Commons Culture, Media and Sport 
Committee.26 

3.21 KMG said in its submission to the OFT that it, Northcliffe and Archant KOS have 
taken significant steps to address the decline in the Kent market.  

                                                
19

 http://www.culture.gov.uk/images/consultations/Local-TV-Locations-August-2011.pdf  
20

 RBS ABN-AMRO 22/09/09 
21

 http://www.guardian.co.uk/media/2010/apr/12/newspaper-club 
22

 Although these services may also provide a new revenue stream for the printing plants of some 
newspaper groups. 
23

 For example: http://www.guardian.co.uk/media/2010/feb/12/carolyn-mccall-guardian-news-media 
24

 http://www.trinitymirror.com/our-company/  
25

 We note that the impact on consumers of changes in editorial (or advertising content) does depend 
on whether readers are predominantly content-seeking or advertising-seeking (see paragraph 5.27). 
26

 http://www.publications.parliament.uk/pa/cm200910/cmselect/cmcumeds/43/43i.pdf 

http://www.culture.gov.uk/images/consultations/Local-TV-Locations-August-2011.pdf
http://www.guardian.co.uk/media/2010/apr/12/newspaper-club
http://www.guardian.co.uk/media/2010/feb/12/carolyn-mccall-guardian-news-media
http://www.trinitymirror.com/our-company/
http://www.publications.parliament.uk/pa/cm200910/cmselect/cmcumeds/43/43i.pdf
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 Since 2008, KMG has shut down three free titles serving the Bexley, Bromley, 
Sevenoaks, Tonbridge and Tunbridge Wells areas and has merged titles in 
Gravesend/Dartford and Ashford/Folkestone.  

 Northcliffe has closed one paid-for title in Medway, four free titles in Maidstone, 
Tunbridge-Wells, Sevenoaks and Ashford and also merged its free titles in 
Medway, Canterbury, Thanet, Swale, Dover and Shepway with paid-for titles, 
concurrently converting these into a paid/free model27.  

 Archant KOS has recently stopped publishing print versions of its mid-week free 
titles so they are now online only, in order to reduce the costs of those titles. 

Diversification 

3.22 As well as consolidation, over the last few years, regional and local newspapers have 
begun to invest more heavily in their online services as they believe their future 
survival depends on their ability to produce a viable online offering28. Nevertheless 
whilst this has been an area of significant growth compared to the traditional print 
business, it has come from a very small starting point. As a result, online services still 
account for less than 10% of revenues for regional publishers29. In particular, as 
regional and local newspapers are beginning to try to move advertisers online, they 
face the issue that online yields are currently lower than print yields30. 

3.23 A number of publishers are moving to acquire digital only businesses. For example, 
Trinity Mirror took 100% control of Fish4.co.uk in October 2010. Revenue 
diversification has also begun to develop at many publishers. This has involved 
combining a business directory with reviews and elements of a social network. 
Examples include Local People (Northcliffe) and Findit (Johnston). 

3.24 The Financial Times has introduced a tiered model where it charges for content and 
it is possible that more specialist publications will operate successful charging 
models. The Times and Sunday Times launched a paid-for-access model in June 
2010 and currently charge £1 for a day‟s access or £2 for a week‟s subscription31. At 
the moment however, no real inroads have been made by local newspapers to 
monetise their online services.  

3.25 Johnston Press implemented paywalls on two Scottish and four English titles in 
November 2009 as part of a trial to “get an understanding of what the customer 
dynamic is around paid-for content”32. The trial involved different access methods 
including reader registration, uploading “teaser stories” which referred readers back 
to full versions in the print edition, and paid-for access which charged readers £5 per 
quarter to access web content. The trial came to an end in April 2010 and it 
reportedly failed to attract many subscribers33. 

3.26 This move to diversify revenue suggests that publishers increasingly see their future 
as being in the online space. 

                                                
27

 Some copies are distributed on a paid-for basis and others are distributed free of charge 
28

 We note this is a trend also being seen in the United States. See “The information needs of 
communities”: http://transition.fcc.gov/osp/inc-report/INoC-Executive_Summary.pdf 
29

 Enders Analysis, “Regional press left behind in media bounceback”, 6 April 2011 
30

 RBS ABN-AMRO 22/09/09 
31

 https://www.timesplus.co.uk/iam/app/subscription?execution=e4s1 
32

 Source: Press Gazette April 2009 
33

 See for example: http://www.guardian.co.uk/media/greenslade/2010/apr/01/johnston-press-
charging-for-content 

http://transition.fcc.gov/osp/inc-report/INoC-Executive_Summary.pdf
https://www.timesplus.co.uk/iam/app/subscription?execution=e4s1
http://www.guardian.co.uk/media/greenslade/2010/apr/01/johnston-press-charging-for-content
http://www.guardian.co.uk/media/greenslade/2010/apr/01/johnston-press-charging-for-content
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How has Northcliffe performed compared with other groups in the local 
newspaper sector? 

3.27 Comparing operating profit performance with other local newspaper groups, it is 
evident that the Northcliffe regional news division has been badly hit by falling 
operating profits. Its compound annual growth rate (CAGR) is -18% between 2004 
and 2010, which is broadly in line with other newspaper groups who had an average 
CAGR of -17%.  

Figure 7: Publisher financial results 

 
Local Newspaper Group 
 

 
CAGR of operating 
profit34 (2004-2010) 
 

Archant -20% 

DGMT - Northcliffe Media -18% 

Johnston Press -14% 

Trinity Mirror Group – Regionals  -16% 

Average -17% 

 
3.28 Figure 8 shows that operating profit for Northcliffe has fallen by about 70% from 

£101m in 2004 to £30m in 2010.  

Figure 8: Regional newspapers operating profit (£m) 

 

Conclusions  

3.29 The local newspaper industry has been adversely affected by longer term structural 
issues. All local newspaper firms have been impacted to some extent. Both falling 
advertising revenues and circulation have made the environment particularly 
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challenging. Retaining circulation is essential for a newspaper to remain attractive in 
an advertising market in which all firms are competing for a share of diminishing 
revenues. Online advertising, whilst growing for local newspapers, still looks likely to 
remain a relatively small percentage of revenue for the foreseeable future. 
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Section 4 

4 Competitive Constraints 

Purpose of this Section 

4.1 In accordance with our LMA Guidance35, this Section provides Ofcom‟s views on the 
competitive constraints that potentially limit the merged entity‟s ability to raise prices 
and/or reduce value to consumers. We do not, however, attempt a comprehensive 
assessment of all the competitive constraints acting on the parties, such as those 
from other local newspapers.  Rather, we focus on the information Ofcom has 
available on generic trends in substitutability between different forms of media. 

Competitive constraints for newspapers 

4.2 For newspapers the analysis of the ability to raise prices and the degree of 
substitution is also informed by the fact that they serve two sides of a market – i.e. 
readers and advertisers. It follows that the „price‟ of newspapers in principle includes 
both advertising and newspaper cover prices.  The effects of any price rises are 
interlinked; for example a rise in the cover price of the newspaper may reduce 
readership, thereby making the newspaper less attractive to advertisers, so reducing 
advertisers‟ willingness to pay.   

4.3 The ability of the newly merged newspapers to raise advertising and/or cover prices 
will depend on substitution effects. If advertiser rates are increased, advertisers may 
choose to advertise via other media sources and, given borrowing constraints, a 
reduction in advertising revenue due to advertisers‟ substitution to alternatives may 
mean that less is spent on editorial content, so reducing the newspaper‟s 
attractiveness to readers. 

4.4 If cover prices are increased, readers may choose to obtain local news and other 
information from alternative sources such as other local newspapers, local radio or 
the internet and a reduction in circulation due to readers‟ substitution to alternatives 
may mean that the newspaper is less attractive to advertisers. 

Assessing competitive constraints 

4.5 The effects described above might in principle be assessed using both quantitative 
and qualitative indicators.  Quantitative indicators for substitution effects might for 
example include demand elasticities and research into real or hypothetical switching 
behaviour in response to price rises. Qualitative analysis may include considering the 
views of consumers and suppliers in the market place and the functionality and 
characteristics of products. 

4.6 The OFT conducts quantitative analysis considering demand elasticities, pricing etc 
as appropriate for each merger case, and it is not considered here. We focus instead 
on qualitative indicators. 

4.7 We note that our existing research was not primarily designed to inform competitive 
constraints in local media markets; it generally relates for example to the UK as a 
whole rather than local areas. The tight timelines for merger assessments also 
means that further research cannot be carried out.  Therefore, the information and 

                                                
35

 See paragraphs 31 to 34 



Kent Messenger Group and Northcliffe Media - Local Media Assessment 
 

16 
 

assessment presented here is intended to assist the OFT in developing its views on 
the merger rather than to present a full analysis in its own right. 

4.8 We consider the consumer and advertiser sides of the market for UK local media and 
content and use this to consider potential competitive constraints around local 
newspapers. 

Consumers 

Value of local content 

4.9 Research indicates that consumers value local media and content.  For example, in 
2009, 73% of consumers reported that local media provides them with information 
that would otherwise be unavailable and nearly two-thirds of consumers said local 
media provides them with highly relevant information36. Nine out of ten UK adults37 
also regularly consumed some form of local news, information or other local content 
through television, radio, newspapers or the internet.  

4.10 The types of local content that consumers value varies from local news and sports to 
listings, classified advertising and community information, as illustrated in Figure 9. 

Figure 9: Types of local content consumed at least monthly 

 

 

 

 

 

 

 

 

 

Source: Ofcom research, fieldwork carried out by SPA in June 2008; Qb1a. Which of the following types of local 
media content, if any, do you read, watch or listen to at least monthly? Base: All UK (2,195) 

Sources of local content 

4.11 Local newspapers are one media source among several which provide – to a lesser 
or greater degree – local content.  Other media sources include regional or local TV 
(see paragraph 3.14 above), local radio, and websites. Figures 10 and 11 provide an 
indication of how local content is accessed across these different media sources. 

4.12 News is important across all types of media.  Survey evidence from 2009 suggested 
that 70% of consumers use at least two different media sources to access local 

                                                
36

 73% of individuals agreed that local media provides them with information that would otherwise be 
unavailable, Ofcom Research for the Review of Local Media, June 2009 
37

 Ofcom‟s Local and Regional Media in the UK report, September 2009 
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news38 and around a third of consumers surveyed reported that they used three or 
more sources.   

4.13 Classified ads mainly appear in local newspapers and websites, which consumers 
use in similar amounts.  It should be noted that although advertising is sometimes 
seen as a “cost” to the individual for consuming local and national media, there are a 
number of consumers that consider classified advertising as a positive attribute and 
nearly 40% of individuals consumed it in 200939. Local classified advertising was 
however, predominantly consumed from a single source (39%), while 9% of 
individuals used two or more media sources.  

Figure 10: Number of sources of media used monthly for different content types 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Source: Ofcom Research for the Review of Local Media, June 2009; Q9 What do you use each media for? Base: 
UK adults who use media at least monthly (n=1031) 

 

 

 

 

 

 

 

 

 

 

 

 

                                                
38

 Source: Ofcom Review of Local Media, June 2009 (It should be noted that “sources of media used” 
in the context of this research referred to different platforms rather than for example, different 
newspaper titles or different radio channels.) 
39

 Source: Ofcom Research for the Review of Local Media, June 2009 (Q10: Which type of media do 
you mainly use?) 
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Figure 11: Local content consumed via each media 

 
 
 
 
 
 
 
 
 
 
 

 

 

 

 

Source: Ofcom Research for the Review of Local Media, June 2009; Q9 What do you use each media for? Base: 
UK adults who use each source at least weekly  

Use of local newspapers 

4.14 Evidence on the use of local newspapers suggests that their use as a primary source 
of local content has been in decline since 2003 – falling from 37% to 23% in 200840. 
Other survey data from 2009 suggested that only 2% of consumers used local 
newspapers as their sole means of accessing local information41.  Figure 12 provides 
further information.  

Figure 12: Groups of local and regional media used regularly 

 

 

 

 

 

 

 

 

 

 

Source: Ofcom Research for the Review of Local Media, June 2009 Base: weekly users of each local medium 
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 Source: Ofcom‟s media tracker, April and October 2008 
41

 Source: Ofcom Review of Local Media, June 2009 
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Readers  

4.15 The above suggests that on a UK wide basis consumers value a variety of local 
content and choose to access it over a number of media sources, including via local 
newspapers.  It seems reasonable to infer that consumers are, at least to some 
degree, able to substitute other media sources for local newspapers for most types of 
local content, although they may also view different sources as partially 
complementary. For example: 

 Most types of local content are available on a variety of media sources, and 
consumers choose to access one or more types from different sources. 

 Local newspapers‟ traditional strength in terms of providing classified ads is now 
complemented by the availability of classified ads on websites, and consumers‟ 
use of websites equals that of local newspapers, although consumers do not 
appear to switch between different forms of media at present. 

 Local newspaper circulation has been in steady long-term decline, consistent with 
the proposition that consumers are able and willing to switch away.   

4.16 The willingness and ability of consumers to use different media sources to access a 
variety of local content provides some indication of a degree of direct competitive 
constraint on the pricing behaviour of local newspapers. Moreover, it is likely that this 
trend towards increased use of the internet will continue, suggesting that it will 
become a growing constraint.  

Advertising 

4.17 Advertisers using local newspapers typically seek to reach a local market using either 
„display‟ or classified advertisements42.  The market for advertising is large and 
complex and we do not attempt to reach a definitive view on the extent to which 
alternative advertising outlets and media sources might provide an opportunity for 
advertisers to substitute their demand or for supply side substitution to occur.  We 
instead make some general observations concerning possible competitive 
constraints from display and classified advertising, to assist the OFT‟s assessment. 

Display advertising 

4.18 To the extent that local radio and local TV services provide display advertising 
services to advertisers, it could be argued that these forms of media are directly 
substitutable for display adverts in local newspapers.   

4.19 National advertising in local newspapers such as advertising from major national 
retailers and UK banks, accounted for around one third of total advertising revenues 
in 200943. To the extent that other national advertising can substitute fully or partially 
for this advertising, it could constrain local newspaper advertising. 

                                                
42

 Display advertising is a type of advertising that typically contains text, logos, photographs or other 
images, location maps, and similar items. In newspapers, display advertising can appear on the same 
page as, or on the page adjacent to, general editorial content. In contrast, classified 
advertising generally appears in a distinct section. Classified advertisements in a newspaper are 
typically short and are mostly placed by private individuals with single items they wish to sell or buy. 
43

 Source: Ofcom Flow of Funds study, Advertising Statistics Yearbook 2009 
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4.20 In national newspapers, display advertising is likely to contain a mixture of brand 
building advertisements and also “informative” adverts such as details of any national 
sales or promotions.  In local newspapers, national display advertisements from 
national retailers for example, tend to be more focused on specific events, store 
openings, local sales or promotions and are less likely to be designed to build brand 
awareness.  The information they contain may therefore be seen to reflect elements 
of both display and pure classified advertising. 

4.21 Consequently national display advertising in national newspapers and classified 
adverts in local newspapers could both be partial substitutes for national display 
adverts in local newspapers. The extent of any competitive constraint would depend 
on the willingness of a sufficient number of advertisers in the local press to shift 
either to national newspapers or classified advertising in local newspapers in 
response to an increase in local newspaper display advertising prices. 

Classified advertising and the internet 

4.22 Classified advertising in local newspapers has always to some degree faced 
competition from local magazine classified advertising, specialist publications and 
local directories such as Yellow Pages.  In principle these have and may continue to 
provide some competitive constraints. 

4.23 More recently consumers‟ increased use of the internet is likely to make it an 
increasingly attractive media source for advertisers. Indeed, the internet is used as 
often as local newspapers to access classified ads (see paragraph 4.13).  
Consumers‟ use of online sites means that some advertisers are able to target their 
advertising both in terms of the type of product or service offered and consumer 
group they are interested in.  Increasing use of websites dedicated to particular 
goods or services – such as those for property or jobs – mean that both the 
consumer and advertiser have access to, and are able to search by, more data than 
would be possible in newspaper classified ads.  Increased consumer use of the 
internet together with these possibilities are likely to affect the way advertisers 
consider where to advertise and may increasingly offer a key opportunity for demand 
side substitution away from newspaper classified ads. 

Competitive constraints in Kent  

4.24 From our research in 2009 (see Figure 13), it appears that using a number of 
different media sources to access local news is fairly important in the South East44 - 
about 61% of consumers used two or more media sources to access their local news 
services. However, it is difficult to draw conclusions from this data alone regarding 
the extent of competitive constraints. In Kent, which falls within the South East, it may 
be that consumers consider different media sources as substitutes for one another. 
Alternatively, they may simply value plurality of news provision and consider the 
different sources to be complements rather than substitutes. 

 

 

 

 

                                                
44

 Source: Ofcom Review of Local Media, June 2009 (NB It should be noted that “sources of media 
used” in the context of this research referred to different platforms rather than for example, different 
newspaper titles or different radio channels) 
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Figure 13: Number of sources of media used monthly for local news 

  

 

 

 

 

 

 

 

 

Source: Source: Ofcom Research for the Review of Local Media, June 2009; Q9 What do you use each media 
for? Base: UK adults who use media at least monthly 

4.25 In Kent there are a number of media sources available to consumers to access local 
news. 

 There are in total between 10 and 13 local newspaper titles in each of the 
JICREG areas affected by the proposed merger.  

 As well as national radio stations there are eight commercial FM radio stations45, 
a local commercial DAB station46 as well as BBC radio Kent. 

 There are a number of websites which cover Kent, including thisiskent.co.uk, 
which we have been told would be retained by Northcliffe following the merger.  

 There are a number of local magazines such as Kent Life. 

 There are the national TV channels and the Government has proposals for a 
network of local TV channels, which potentially will include Kent (see paragraph 
3.14 above). 

4.26 Absent primary research into consumer behaviour in each of those JICREG areas, it 
is difficult to be specific as to what extent consumers in these areas consider the 
different media choices they have as substitutes. However, it is still possible to draw 
inferences from a national level and apply them to a local level. 

4.27 It may be that local newspaper classified advertising is substitutable with online 
classified advertising, local magazine classified advertising, specialist publications 
and to some extent other local directories, e.g. Yellow Pages. 

4.28 Assuming this is the case in Kent, it would appear that consumers (and hence 
advertisers) have access to a number of substitutes; local websites, the relevant 
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Yellow Pages and other classified directories, specialist publications such as 
Autotrader and Rightmove, together with local magazines. 

4.29 In theory, other media sources may be purely complementary goods that provide 
services in addition to local newspapers. If this were true, any “new media” 
consumption would be in addition to current usage and the current consumption of 
local newspapers would be unaffected. This does not appear to be the case. 

Conclusions 

4.30 Consumers and advertisers make use of a number of different media sources to 
access local content, news and information. Although their use may be partly 
complementary, they may also be regarded as substitutes. The constraint from 
online, in particular, may have increased, and has contributed to the decline in the 
consumption of local newspapers. As use of the internet increases, this constraint is 
likely to become ever stronger. 

4.31 As a result, even following a merger, a local newspaper may still find it difficult to 
raise prices to advertisers and consumers as they may be able to switch their 
advertising to another media source. These effects are likely to continue following 
KMG‟s proposed acquisition of the KRNM titles. 
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Section 5 

5 Consumer Benefits 

Purpose of this Section 

5.1 This Section, in accordance with our LMA Guidance, considers whether potential 
customer benefits may arise from the proposed merger and whether any such 
benefits could be weighed against the potential customer harm arising from any 
identified substantial lessening of competition by the OFT.  

Framework to approaching consumer benefits 

5.2 In 2010, Ofcom commissioned DotEcon to develop a framework for examining 
potential benefits to local media consumers47. The report considers various 
mechanisms through which a merger between two local media outlets may provide 
benefits to consumers even if it potentially lessens competition. We have drawn on 
the findings of the report in this LMA. 

5.3 The DotEcon report provides a number of metrics which indicate whether or not 
consumers might benefit from the merger.  These include the size of the paper, the 
frequency of delivery, the extent of distribution, the price of the title, the quality of the 
journalism, the extent of local presence, the variety of content, and the number of 
online services.  In the remainder of this Section we comment on the merged entity‟s 
plans with respect to each of these.  

5.4 In the light of the joint OFT and CC Merger Assessment Guidelines48, we have 
adopted a conservative approach and considered the potential benefits relative to the 
prevailing conditions of competition.  However, in our view, there is also merit in 
considering them relative to the current trend of declining advertising revenues and 
newspaper circulation, which may suggest greater consumer benefits associated with 
the proposed merger.  

What we mean by consumer benefits 

5.5 In our LMA Guidance, we explain that our LMAs will consider the private value of 
media, as opposed to the “public interest” perspective49. This means that we will 
focus on the specific elements of the particular media involved that consumers 
themselves directly value, i.e. what they themselves enjoy and value.   

Measuring consumer benefits 

5.6 It can be difficult to predict the behaviour of newly merged parties and to forecast 
what their exact plans are likely to be in the long run. Furthermore, individuals have 
heterogeneous preferences so measuring any benefits is problematic; what one 
consumer views as a benefit is not a benefit to another. What is an increase in quality 
to one, maybe the complete opposite to another, for example, a reduction in 
classified advertising may be considered by one person as an increase in quality but 
to another that relies on using classifieds, the decrease is a fall in quality. 

                                                
47

 The report is available at http://www.dotecon.com/publications/DotEcon_Ofcom_LMA_report.pdf. 
48

 Paragraph 4.3.5 of the joint OFT and CC Merger Assessment Guidelines: 
http://www.oft.gov.uk/shared_oft/mergers/642749/OFT1254.pdf 
49

 Paragraphs 35 to 41 

http://www.dotecon.com/publications/DotEcon_Ofcom_LMA_report.pdf
http://www.oft.gov.uk/shared_oft/mergers/642749/OFT1254.pdf


Kent Messenger Group and Northcliffe Media - Local Media Assessment 
 

24 
 

5.7 It is not always straightforward to forecast a counterfactual due to the level of 
unknowns. Further because of the difficulties associated with measurement of 
qualitative consumer benefits, it is particularly difficult to assess them against the 
counterfactual, i.e. to determine whether they would have arisen if the transaction 
had not taken place. As a result it is not easy to determine whether any changes in 
quality are a direct result of the merger. 

The counterfactual 

5.8 We set out here a consideration of the possible counterfactual; that is, what might 
occurr in the absence of any merger.  This provides a useful benchmark against 
which the effects of any merger activity may be assessed.  We emphasise that the 
counterfactual is a hypothetical scenario and constructed on the basis of information 
available to us. 

5.9 In practice, the OFT generally adopts the prevailing conditions of competition (or the 
pre-merger situation in the case of completed mergers) as the counterfactual against 
which to assess the impact of the merger50.  

5.10 [  ] KMG has not indicated any plans to change its current portfolio without the 
merger. In the immediate term, it may therefore be that absent the merger all of the 
existing KMG and KRNM titles would continue to be available in the JICREG areas 
concerned.   

5.11 We note that KMG has not attempted to argue a failing firm defence. Nevertheless, in 
our view, it is appropriate to consider the proposed merger relative to a scenario in 
which advertising revenues and circulation figures continue to fall (see Section 3 
above) such that KMG and KRNM are forced to close or merge titles or perhaps even 
cease operating altogether. 

5.12 Revenue reductions have contributed to the fact that both KMG and Northcliffe 
KRNM [  ].  KMG noted [  ] that it made losses of £[  ] and Northcliffe losses 
of £[  ]51.  Again the implication is that that the firms may eventually close titles and 
perhaps go out of business. 

5.13 KMG said that it has established an online presence via its website Kentonline.co.uk, 
partly in response to the increasing importance consumers place on accessing 
content online. We noted in 2008 that it was one of the few websites to have local 
video news52.  KMG suggests however that, at this stage, it is not able to support its 
production of content through digital revenues alone and that a healthy printed 
newspaper business is necessary to support it.  One inference of this might be that, 
absent a merger, the printed newspaper business would be unable to support the 
online offering. 

5.14 Both KMG and Northcliffe KRNM have recently closed or merged titles in response to 
the pressures of reduced circulation and revenue.  KMG suggests that the six 
JICREG areas in which they plan to close titles are not capable of supporting more 
than two publishers and that closures or mergers would be inevitable in the medium 

                                                
50

 Paragraph 4.3.5 of the joint OFT and CC Merger Assessment Guidelines: 
http://www.oft.gov.uk/shared_oft/mergers/642749/OFT1254.pdf 
51

 [  ] 
52

 Paragraph 5.23 of Ofcom‟s BBC Local Video MIA, May 2008: 
http://stakeholders.ofcom.org.uk/binaries/research/tv-research/bbc-mias/mia-bbc-local-video.pdf 

http://www.oft.gov.uk/shared_oft/mergers/642749/OFT1254.pdf
http://stakeholders.ofcom.org.uk/binaries/research/tv-research/bbc-mias/mia-bbc-local-video.pdf
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or long term in the face of market pressures concerning reductions in advertising 
revenue.   

Consumer benefits resulting from KMG future plans for the target business 

5.15 KMG considers that the acquisition of the KRNM titles will enable it to create 
efficiencies within its organisation and provide better advertising services through 
good quality, stable newspapers serving the six affected JICREG areas. In Section 
10 of its submission to the OFT, it set out the consumer benefits which it believes will 
arise from the merger.  

5.16 In order to carry out our assessment of the claimed benefits, following the indicators 
provided in the DotEcon report, we have sought to obtain the following types of 
information in respect of KMG and the target business in both the pre- and post-
merger scenarios: 

 local presence; 

 quantification of pagination in total column inches 

 percentage of total pagination accounted for by advertising and editorial content; 

 issue frequency of the parties‟ titles; 

 number of retail outlets for paid titles and the intensity of distribution of free titles; 

 cover price of each paid title; and 

 number and spread of journalists. 

5.17 We have also sought to understand whether KMG intends to reposition the content of 
any of its titles post-merger (for example, by increasing the variety of content), or 
whether there are any proposed changes to KMG‟s online services in terms of quality 
or functionality. 

5.18 In the remainder of this Section, we address each of these indicators in turn, before 
setting out our conclusions on the magnitude of the benefits and the probability of 
them occurring. 

Local presence 

5.19 In its submission to the OFT, many of KMG‟s arguments on consumer benefits relate 
to its local presence, its greater customer insight and understanding of market 
dynamics in the areas affected by the proposed merger. It said that its greater local 
focus, with more Kent-based staff, is likely to be reflected in the local relevance of the 
KRNM titles. The ways in which it claimed the acquired titles will benefit from KMG‟s 
local presence included the following. 

 KMG has retained eight local offices in Kent and KMG believes this assists its 
relationships with both local readers and advertisers.  

 The target business at present has local title editors based in its title territories, 
but no local senior management. (The Editorial Director is based in Chelmsford). 
[  ]. In contrast, KMG has a dedicated Editorial Director who is fully focused on 
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product improvement and the development and implementation of ideas that are 
relevant to the county.  

 KMG sub-edits all of its pages in Kent, almost entirely in its Whitstable office. This 
ensures that KMG employs Kent-based people, who understand the areas of the 
papers on which they work, leading to a stronger understanding of how to 
position particular stories and how to headline them. The target titles are currently 
sub-edited in Chelmsford, [  ]. Post-completion, KMG would absorb this work 
into its Whitstable operation.  

 The target titles' pre press and design work is conducted outside of Kent (in the 
North East of England). KMG has been improving the service that retail and 
leisure customers receive, such that each customer speaks directly to a 
customer-services team in pre press, which then arranges design, copy and 
proofs for that customer. This improves the turnaround time and, by streamlining 
the communications chain, has resulted in better creative work for customers, 
allowing more time for amendments if required.  

 The target titles currently have a commercial team reporting to senior managers 
whose roles cover a much broader geography than that of the target titles. [  ]. 
KMG management, all based within Kent, is dedicated to its publishing footprint. 
It therefore tends to have a greater customer insight and be better positioned to 
understand market dynamics on behalf of its customers.  

 KMG has the only dedicated political reporter in the entire UK weekly local 
newspaper industry. His presence enables KMG to undertake significantly more 
investigative reporting on Kent County Council and its districts than would 
otherwise be the case.  

 KMG is the only publisher in the county to retain two dedicated courts reporters. 
They cover all Crown Court activity in Maidstone and Canterbury, jointly covering 
cases for KMG‟s footprint. This service will be extended to KMG's enlarged 
portfolio.  

5.20 We find these to be the most persuasive arguments that KMG has advanced on the 
consumer benefits that would be likely to arise from the merger. Although consumers 
(at least in the short term) would continue to benefit from KMG‟s local presence  
through its existing portfolio in any event, we can can see that those advantages 
would be likely to extend to the KRNM titles post- merger. 

Size 

5.21 All else being equal (in particular, the content mix), consumers can be expected to 
prefer a larger product to a smaller one, at least over reasonable ranges.  

5.22 KMG told us that the merger would be likely to lead to an overall decrease in the total 
pagination of all KMG and KRNM titles taken together, suggesting that there could be 
a reduction in quality or value as far as size is concerned.  

5.23 However, [  ] 

 [  ] 

 If the volume of advertising expands, it expects the volume of editorial to also 
increase.    
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 [  ] 

5.24 KMG told Ofcom that [  ]. 

5.25 Where KMG believes that [  ].  

5.26 We note that we were provided with weekly pagination data by KMG for each of its 
free and paid titles between April 2009 and August 2011. However, we found no 
clearly discernable trends over this period to inform any view of how total paginations 
might continue in the future absent the merger. 

5.27 [  ].  This content mix may affect consumers differently as they vary according to 
whether they are content-seeking (and relatively indifferent to advertising) or actively 
ad-seeking (and relatively indifferent to content). The former group may consist of 
regular consumers of local news and information, while the latter may be those who 
(perhaps temporarily) are in the market for a job, partner, car, property or service. 
This distinction is important, as the two types of reader could be affected differently 
by a change in the volume of content, particularly advertising content. 

5.28 We are not able to reach any conclusions on whether KMG‟s proposed changes 
would lead to any consumer benefits resulting from changes in advertising or editorial 
content. This is because first, we are not able to assess whether the readers of the 
KMG and KRNM titles are predominantly content-seeking or ad-seeking and second, 
we have not been provided with any quantification of the likely amount of advertising 
and editorial space in KMG‟s revised portfolio following the merger. 

Issue frequency 

5.29 All else being equal, consumers might be expected to prefer more frequent 
publication, (although in reality a change in frequency is likely to be accompanied by 
other changes such as an adjustment of pagination or a repositioning of the content 
mix). At present, all KMG and Northcliffe titles are published on a weekly basis. KMG 
told us that it has no plans, following the merger, to change the frequency of any 
KMG titles, or any of the target title. [  ]. 

Distribution 

5.30 KMG told us that it does not intend to remove any of the outlets currently selling its 
current portfolio or the titles it is seeking to acquire and that it would review over time 
whether there are opportunities to extend the outlets in which current titles are sold or 
to supply to outlets paid titles [  ] which they currently do not sell. 

5.31 Given the uncertainty over KMG‟s future plans [  ], it is difficult to conclude 
whether consumers would be likely to benefit from a greater availability of newspaper 
titles than currently available.  

Cover price of paid titles 

5.32 We have considered KMG‟s plans for the price of its titles post merger. Any increase 
in the price of access to local media, or a move from free to paid-for provision, would 
obviously reduce consumer benefits in the first instance (assuming these 
developments would not happen anyway).  In order to compensate for this, there 
would have to be substantial improvements in product quality. 
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5.33 From the data provided to us by KMG, we note that the cover price of the KMG paid 
titles has increased by 5p to 10p each year since 2006. It said that this has been 
primarily in response to newsprint price increases and that an explanation is always 
included in the newspapers to advise readers of the change. Over the same period, 
the cover price of the paid KRNM titles has gone up in the same increments, but on a 
less regular basis. For example, the cover price of the Dover Express was 50p in 
2006, 55p in 2007 and has remained at 60p since 2008. This suggests that even 
absent the merger, prices may go up.  

5.34 While KMG has said that it has no immediate plans to increase cover prices post-
merger (increases were implemented in May or June this year), it said it is 
reasonable to assume that KMG would review all cover prices for the entire portfolio 
on the same basis as it has in the past. 

Quality of journalism 

5.35 Figure 14 shows the current composition in FTEs of the KMG and KRNM editorial 
teams as well as possible future staffing following the proposed merger53. It can be 
seen that [  ]. 

Figure 14: Composition in FTEs of the KMG and KRNM editorial teams 

 

5.36 The merger may lead to [  ]. However, if KMG and Northcliffe continue to face 
declining profits and are forced to make further redundancies in the future, the 
merger may not lead to any greater reduction of quality than if it did not take place. 

5.37 Furthermore, efficiencies generated by the merger may lead to more journalist time 
being freed up. Accordingly, the number of editorial staff may not be the best 
measure of quality. A more refined measure takes account of the proportion of 
journalist time that will be spent engaged in actual newsgathering (as opposed to, for 
example, design and layout) and the extent to which operational efficiencies might 
lead to a more intensive use of journalists in frontline activity.  

5.38 [  ]. 

Variety of Content 

5.39 Post-merger product repositioning can increase variety and create a better match of 
products to consumers' differing tastes. 

5.40 KMG told us that it does not intend to re-position the editorial content in any of the 
titles post-merger, with one possible minor exception [  ]. 

                                                
53

 We note that [  ]. 

 Editorial Staffing KMG KRNM Total Current Possible Future Variance

News (reporters, news editors, editors) [  ]

Sports

Production journalists

Design

Photographic

Admin and support

Total
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Online services 

5.41 KMG said in its merger submission that Kentonline.co.uk, its Kent-specific news 
website, is supported by a dedicated online news team based in its Medway office, 
which allows KMG to provide additional resources to its online publishing. KMG said 
that training in multimedia reporting would be extended to those employees joining 
KMG from the target, which does not have an online news team.  

5.42 It believes that advertisers currently advertising in the target titles that decide to 
advertise in the KMG/merged titles will derive added benefit by being exposed to 
better quality multimedia options through KMG, than were available to them through 
KRNM. 

5.43 KMG also said that it has plans, irrespective of whether or not the merger proceeds, 
to replace its editorial systems with an integrated solution, enabling more effective 
publishing of digital media and improved access to archive material. It said that 
adding content from the target titles to Kentonline.co.uk will improve further KMG‟s 
online offering. 

5.44 KMG told us that neither it nor KRNM charges customers for access to online content 
and that KMG has no plans to do so post-merger. However, it intends to publish e-
editions [  ] and plans to charge for them on the same basis as at present: free 
titles available free of charge, paid titles requiring payment and available as either 
one-off copies or on a longer-term basis as chosen by the customer. 

5.45 As with the potential consumer benefits of KMG‟s local presence, the extent to which 
consumers will benefit from the above will depend on the counterfactual against 
which the merger is to be assessed. If the alternative counterfactual is considered, in 
which the parties continue to face declining profits, then the merger could mean that 
KMG and KRNM provide only scaled down online services (notwithstanding KMG‟s 
plans to replace its editorial systems). In contrast, the cost savings brought about the 
merger could mean that consumers benefit from improved online services across the 
revised KMG portfolio. 

Conclusion on consumer benefits 

5.46 It seems that post-merger, KMG‟s greater customer insight and understanding of 
market dynamics in the affected geographic areas would be likely to extend to the 
titles to be acquired.  

5.47 With regard to the other potential customer benefits which KMG states would be 
likely to arise from the merger, the information available has not enabled us to reach 
any firm conclusions. In addition, without assurance from KMG that any potential 
benefits would be maintained in the future, there may be questions over whether 
consumers (as opposed to shareholders) would realise these benefits. However, if 
advertising revenues, circulation figures and profits continue to fall at their current 
rates (see Section 3 above), then absent the merger, KMG and KRNM may in the 
future be forced to close or merge titles or perhaps even cease operating altogether, 
thereby resulting in a worse outcome for consumers. 

Equality impact assessment 

5.48 In accordance with our general duty under the Equality Act 2010, in carrying out this 
LMA, we have had due regard to the need to: 
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 eliminate unlawful discrimination, harassment and victimisation; 

 advance equality of opportunity between different groups; and 

 foster good relations between different groups. 

5.49 We are aware that the over 45 age groups are an important readership segment for 
local newspapers. We have been told that the proposed merger will result in some 
titles merging, which in the short term could reduce choice for these consumers. 

5.50 However, in the medium and longer term, KMG readers may benefit from 
improvements in quality e.g. [  ] and improved online services. Also, [  ]. 

Conclusion 

5.51 There are risks to competition and consumer welfare from two major local players 
merging, but as explained in Section 4, there is evidence to suggest that growing 
constraints from other media may offset these risks.  

5.52 We have developed a framework for examining potential consumer benefits as part 
of our approach to carrying out LMAs. In applying this framework, the potentially 
distinguishing factor of this case is that it seems likely KMG has stronger presence in 
Kent (compared with Northcliffe) that would extend to the titles to be acquired should 
the merger proceed. If so, this would offer the prospect of broader local benefits to 
consumers. 

5.53 We consider it is important to assess the concerns and benefits of the proposed 
merger against the likely outcome for consumers absent the merger, not only in the 
immediate future but over the next few years of structural change as consumers 
change the way in which they access local and regional media. 

5.54 The evidence available to us suggests that the target business and the regional 
newspaper business of KMG will struggle to achieve profitability in their current form, 
which might lead them to respond by closing newspaper titles or reducing quality (or 
both). 

5.55 In light of this, a merger may provide the opportunity to rationalise costs, maintain 
quality and investment, and provide a sounder commercial base from which to 
address long-term structural change, for example by expanding the availability of 
online and other digital local services. These potential benefits need to be weighed 
against any potential customer harm resulting from reduced competition identified in 
the OFT‟s overall assessment.  


