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Section 1 

1 Introduction 
Background 

1.1 Ofcom commissioned Human Capital to undertake market research amongst media-
buying agencies to develop Ofcom’s understanding of the radio advertising market 
(in the absence of existing market data). 

1.2 Human Capital is an independent research and strategy company, specialising in the 
media sector. 

Research objectives 

1.3 The main purpose of the research was to gather data such that Ofcom could carry 
out hypothetical monopolist or “SSNIP”1 test analysis in order to assess the 
constraints on the pricing of indirect radio advertising airtime and to form a 
preliminary, starting point of view on the economic definition of the relevant product 
market for indirect radio advertising. 

1.4 To that end, the research had three specific objectives: 

1.5 To understand media purchasing decisions and the choice of media; 

1.6 To understand attitudes towards radio advertising in the context of other media; 

1.7 To assess hypothetical reactions to relative changes in the price of radio advertising 
(5%-10%). 

Scope of the research 

1.8 The research covered only the indirect radio advertising market. That is to say, radio 
advertising purchased indirectly by advertisers via a media buyer and radio sales 
house, rather than advertising purchased directly by advertisers from their local radio 
station. Ofcom has commissioned a separate study to examine the market for direct 
radio advertising. 

Research methodology 
1.9 Design: The research consisted of a series of face-to-face interviews with Heads of 

Radio and others at all the “top-spending” media-buying agencies. 

1.10 The interviews were conducted using a mixture of qualitative and quantitative 
research techniques. This enabled the capture of quantitative data in an environment 

                                                 
1 The hypothetical monopolist test is an economic tool which assesses the degree to which the price 
of a product or service is constrained by other products or services. The test considers a scenario 
where a hypothetical monopolist of a product or service in question raises prices by a small amount 
for a sustained period of time (usually one year) and seeks to measure the degree of switching to 
other products or services in response to this price rise; the impact on the profitability of the 
hypothetical monopolist is then measured to conclude whether other products or services place a 
competitive constraint on the price of the product or service in question. The hypothetical monopolist 
test is also known as a SSNIP (Small but Significant and Non-transitory Increase in Price) test.  
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that both ensured the respondent had a full understanding of the questions asked 
and allowed the interviewer to develop a rich understanding of the motivations behind 
the answers given. 

1.11 The research questionnaire / discussion guide was designed with input from: 

1.11.1 Ofcom; 

1.11.2 The Institute of Practitioners in Advertising; 

1.11.3 Human Capital. 

1.12 Two pilot interviews were conducted with media agency PHD to identify issues and 
hone the questionnaire. 

1.13 Respondents: 28 media-buying agencies participated in the research. These 
included: 

1.13.1 The 18 agencies (including PHD) that make up the top 80% of the market 
when ordered by spend; 

1.13.2 Five agencies within the group accounting for 80%-90% of radio spend; 

1.13.3 Five agencies within the group accounting for 90%-100% of radio spend, 
including two relatively small independents. 

1.14 The respondents themselves included: 

1.14.1 Heads of Radio (or equivalent) at each agency; 

1.14.2 Four planners; 

1.14.3 Four Chief Executives or Managing Directors. 

1.15 The largest single radio advertiser, which uses one agency to handle its radio 
account independent of other media, was also interviewed. 

1.16 Dates: The research was conducted over the period March-May 2006. 

1.17 Limits of methodology: It should be noted that the research methodology was 
limited by the following factors: 

1.17.1 The research contained in this report is based on the opinions of only one 
or two individuals within each agency; it is not the formal opinion of the 
agencies themselves; 

1.17.2 The questions asked to examine likely agency responses to relative 
changes in the price of radio were necessarily hypothetical in nature; 

1.17.3 As such, the SSNIP data included in this report describes retrospective 
stated intentions (i.e. what would have happened in 2005 in response to a 
hypothetical price rise) and does not report observed behaviour (i.e. what 
did happen in response to an actual price rise). Where possible, the stated 
intentions have been supported with reports of historical agency behaviour; 
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1.17.4 Whilst the sample has near complete coverage in terms of spend and of the 
highest spending agencies, the absolute sample size is still relatively small 
(28 respondents). Care should be taken with all samples of this size as 
there is potential for individual respondents or non-sampling error to have a 
significant impact on the aggregate data. 



Human Capital Indirect Radio Advertising Market Research Report 
 

 

Section 2 

2 Executive Summary 
Understanding the media mix 

2.1 Agencies reported that the single most important factor driving the media mix is an 
agency’s client portfolio. As clients are won or lost the proportion of total spend 
accounted for by radio can change dramatically. 

2.2 A range of other factors can also be influential in determining the mix. For example, 
campaign objectives, target audience, precedent and competition from other media. 
At the first sign of a price rise, agencies say they would be quick to factor it in to their 
decision-making process, potentially resulting in a change to the mix. 

2.3 In terms of process, agencies were clear that their overall mix is the sum of many 
small decisions taken at the level of individual campaigns. 

Attitudes towards radio 

2.4 Agencies cited a number of reasons for buying radio. These include: 

2.4.1 The perceived “one-to-one” relationship listeners have with radio stations; 

2.4.2 Short lead times (it is possible to initiate and execute a radio campaign 
relatively quickly); 

2.4.3 Low cost, relative to other media; 

2.4.4 High frequency of opportunities to hear, for limited financial outlay; and 

2.4.5 Ability to reach local audiences. 

2.5 Most agencies believe that most of the time it would be possible to identify 
acceptable alternative media to use in place of radio – increasingly online and 
outdoor, as well as local press (no single medium emerged as a standout 
alternative).  

2.6 At the same time, most agencies said that a core group of clients with specific needs 
would find it very difficult to use alternative media. The main examples include: 

2.6.1 Retail-led clients; 

2.6.2 Clients with particular regional or demographic needs; and 

2.6.3 Clients with short turn-around times. 

2.7 The majority of agencies commented that radio is relatively cheap (in terms of cost 
per listener ‘impact’) and offers relatively good value for money. Indeed, many 
commented that, compared to the value it creates, the price of radio is very low. 
However, they do not expect prices to rise any time soon. 

2.8 Agencies said that they were generally sensitive to changes in price, meaning that if 
prices were to increase they would expect to start switching spend away to other 
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media. Agencies were able to describe and explain how, if necessary, they would 
follow through a threat to switch, identifying the particular media that could replace 
radio in particular situations. 

2.9 Radio is not seen as an especially prestigious medium. The excitement and 
innovation associated with the medium in the 1990s has ebbed away. Reasons given 
for this include the fact that commercial radio stations have lost radio audience 
listening share to the BBC and their belief that they have not invested sufficiently in 
delivering audiences to advertisers through higher quality content. A further factor 
cited is the enormous growth and interest in online as an advertising medium. 

Buying radio 

2.10 Agencies reported that negotiation is standard practice in determining prices. 
Approximately half of the agencies surveyed said that agency deals account for at 
least half of their radio spend, with some reporting deal-related business as high as 
80%-90%. A small minority of agencies have no deals in place as a matter of 
principle. 

2.11 Stated future intentions in relation to deals varied. Overall, however, agencies 
indicated a trend towards greater ad-hoc negotiation on a campaign-by-campaign 
basis. One agency captured this sentiment by saying that under current market 
conditions, it preferred to be a “cash buyer”. 

2.12 Most agencies accepted that prices are set by the big five agency groups, for 
example Group M and Magna. Smaller agencies appeared to fall into two groups: 
those that accept they fall short of the prices achieved by the big agencies by 
perhaps one or two percentage points, but remain competitive by offering value in 
other ways. Other agencies believe that they achieve very similar prices on account 
of being able to offer greater flexibility.  

2.13 Agencies generally believe that they have a strong bargaining position in their 
relationship with the sales houses. They cite two recent events as direct evidence: 
first, their ability to fight a particular (named) radio group down from its stated desire 
to increase prices by 14% and, second, their ability to buy around the perceived 
increase in GCap prices (linked by agencies to the company’s “no more than two ads 
in a row” policy, launched in December 2005) – both by using other radio stations 
and by switching to other media.  

2.14 Other observations also supported this view indirectly: 

2.14.1 As mentioned above, agencies stated that certain other media are 
increasingly able to act as acceptable alternatives to radio; 

2.14.2 Agencies generally found the concept of the SSNIP test scenario very 
difficult to engage with – they couldn’t accept that radio stations would be 
able to sustain a price rise over the mid / long term. 

2.14.3 The experience of agencies is that radio prices have been fairly flat over 
recent years. There was an acknowledgement that in a sense the price of 
radio is relatively low compared with the value that it generates and they 
also communicated that it was within their power as buyers to influence 
radio groups and keep prices down. 
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Past changes to the media mix 

2.15 Many agencies reported that changes to their client portfolio had had a material 
impact on their media mix. For example, one mid-size agency reported that the loss 
of a single client had led to the proportion of total media spend accounted for by radio 
falling in one year from 24% to 4%. 

2.16 Factors driving other historical changes in the media mix included: 

2.16.1 Budget cuts; 

2.16.2 A change of personnel at the client; 

2.16.3 Changing business needs of the client; and 

2.16.4 Increased competition from other media – especially online. 

2.17 There is limited evidence of actual reactions to price rises, since prices have 
remained flat over recent years.  

The hypothetical monopolist (SSNIP) test 

2.18 Respondents were asked to quantify their responses to a hypothetical increase in the 
relative cost of radio advertising. Initially most agencies said they simply wouldn’t 
accept the raised prices or that they would switch large (undefined) amounts of 
spend away from radio. They suggested strongly that the radio stations would be 
unable to effect a price increase. 

2.19 Agencies put forward several reasons for this initial reaction: 

2.19.1 Hostility to the idea of a coordinated price rise across the industry; 

2.19.2 Objection to the fact that the price rise was “unjustified”. That is to say 
agencies disliked the fact that, under the scenario, stations would offer no 
increased value or other quid pro quo compensation to accompany the 
price rise; 

2.19.3 Personal assault on their integrity and authority as buyers. In other words, 
some respondents took the scenario as a personal challenge to be 
overcome; and 

2.19.4 Unwillingness to accept that radio stations would ever be in a position to 
profitably sustain such a price rise. 

2.20 Agency respondents were asked whether this initial response would be sustainable 
over the mid- or longer-term. For many agencies this was the point at which they 
really began to engage with the exercise. Typically respondents began to describe 
the nature of specific clients, identifying the purpose of particular campaigns, 
analysing the role played by radio and assessing the extent to which that role could 
be replicated by alternative media. Invariably, the respondent would retreat 
somewhat from the position first adopted and describe the ways in which the switch 
away from radio was or was not sustainable. 
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2.21 For most agencies this process resulted in a “softer” attitude towards radio and a 
revising downwards of the proportion of radio spend that would be switched away 
from radio. 

2.22 Overall most agencies indicated that they would shift at least some spend away from 
radio in the scenario: 

2.22.1 In the scenario where the price increased by 5%, 15 of the 19 agencies 
(who indicated their likely response) said they would switch at least some of 
their radio spend elsewhere; 

2.22.2 In the scenario where the price increased by 10% this increased to all 20 
agencies (who indicated their likely response); 

2.22.3 Overall the stated percentage of total radio spend moved away to other 
media was 13% in the 5% scenario and 38% in the 10% scenario. 

2.23 Switching agencies were asked to differentiate between three possible types of 
switching behaviour: 

2.23.1 Direct substitution: whereby at the same time as switching away from 
radio, agencies say they would have switched into one or more stated 
alternative media, with the aim of delivering the same result that would 
have been achieved by radio; 

2.23.2 Unknown substitution: the same as above, except that the agency 
couldn’t state the alternative media; 

2.23.3 Back into the pot: whereby agencies say that the switch away from radio 
would have taken place independent of any decision about how to 
reallocate the saved radio spend. 

2.24 In the 5% scenario, switching agencies said overall that (in total) 21% of their radio 
spend would have been reallocated to (an)other specified media (direct substitution), 
7% to unspecified (unknown substitution) and 72% would have gone “back into the 
pot”. In the 10% scenario, switching agencies said that 17% of their radio spend 
would have been reallocated to (an)other specified media (direct substitution), 45% 
to unspecified (unknown substitution) and 38% “back into the pot”. 

2.25 TV, online and press were the most commonly identified direct substitutes for radio. 

Figure 2.1: Stated responses to the SSNIP  
(22 agencies in the top 90% of the market – unweighted) 

Number of 
agencies 

Switch at least 
some media 
spend away 
from radio 

Maintain the 
same amount 

of money 
spend on radio 

(fewer slots) 

Maintain the 
same amount 
of radio media 

purchased 
(greater spend) 

Unable or 
unwilling to 

say 

 
 

Total 

5% SSNIP 
scenario 15 4 0 3 n = 22 

10% SSNIP 
scenario 20 0 0 2 n = 22 
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Figure 2.2: Stated proportion of radio spend switched / not switched in response to SSNIP  

(all agencies in the top 90% of the market able to state response – unweighted) 
Switching agencies Non-switching agencies 

Percentage 
of spend 

(# of 
agencies 

shown in row 
below) 

% of spend 
switched 

% of non-
switched 

spend that 
would 
absorb 

cost 
increase 

% of non-
switched 

spend that 
would not 

absorb 
cost 

increase 

% of non-
switched 

spend that 
is not 
known 

% of spend 
that would 

absorb 
cost 

increase 

% of spend 
that would 
not absorb 

cost 
increase 

13% 4% 36% 34% 0% 13% 5% SSNIP 
scenario 15 2 10 4 0 4 

38% 5% 33% 24% 0% 0% 10% SSNIP 
scenario 20 3 14 4 0 0 

 
Figure 2.3: Stated alternative spending of switched radio spend in response to SSNIP  
(all switching agencies in the top 90% of the market – unweighted) 

Direct substitution Percentage 
of switched 

spend 
(# of 

agencies 
shown in 

row below) Press Cinema 
Radio 
S&P TV Outdoor Online 

Unknown 
substitution 

Back into 
the pot 

5% 1% 0% 6% 1% 8% 7% 72% 5% SSNIP 
scenario 3 1 0 3 1 2 2 11 

2% 0% 0% 9% 0% 5% 45% 38% 10% 
SSNIP 

scenario 4 1 0 5 2 4 6 12 
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Section 3 

3 Understanding the media mix 
What is the media mix? 

3.1 All agencies reported that their clients (i.e. the advertisers) typically spend across a 
range of different media, including but not necessarily limited to the following: TV, 
cinema, outdoor, press, online, as well as radio. The composition of an agency’s 
overall media spend – or the media mix – is a function of several factors, including 
client and campaign needs.  

3.2 All agencies said that radio rarely takes the lead role in any particular campaign. 
More often than not radio plays a supporting role, while TV tends to function as the 
lead medium. These findings are consistent with Nielsen data, which shows that, in 
2005, radio accounted for about 7% of the mix, compared to 45% for TV, 39% for 
press, 7% for outdoor and 2% for cinema (excluding online). 

Figure 3.1: Total advertising spend and breakdown by media (2005) 
Source: Nielsen data 

Media 2005 Spend (£m) 

2005 Spend as a 
proportion of total 

spend (%) 

Cinema 158 1.8% 

Outdoor 672 7.5% 

Press 3,489 38.8% 

Radio 611 6.8% 

TV 4,071 45.2% 

Total 9,001 100.0% 
Note: Online data omitted since not historically tracked by Nielsen 
 
3.3 Amongst the agencies that account for the top 80% of radio spend, radio as a 

proportion of total media spend (excluding online) ranged from approximately 3% to 
11% in 2005. 

3.4 Who is involved in the decision-making process? 

3.5 Agencies say there are three main parties involved in the media mix decision-making 
process: 

3.5.1 The client, who is the ultimate source of commercial radio advertising 
revenue; 

3.5.2 The creative agency, who has lead responsibility for the creative strategy; 

3.5.3 The media agency, who has lead responsibility for the media strategy. 

3.6 Media agencies indicated that, to a degree, all three parties play a role in fulfilling 
both the creative and media aspects of a typical advertising campaign. This means 
that media agencies may feed ideas into the creative process and that creatives may 
contribute to the media strategy. These processes tend to be iterative and, ideally, 
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collaborative in nature with original plans tested, deconstructed and honed before 
reaching their final form.  

3.7 In the experience of media agencies, creatives typically do not hold radio in as high 
esteem as some other media. Media agencies believe that creatives still view TV as 
the most enduringly appealing medium, while online’s appeal is growing rapidly and 
radio’s appeal has waned gradually from a peak in the mid-1990s. For this reason, to 
the extent that creatives are involved in the media-mix decision-making process, 
media agencies don’t expect them to be especially strong advocates for radio. 

3.8 Notwithstanding the potential involvement of creatives in shaping the media strategy, 
the main influence is the client-media agency relationship. The most common 
account of the relative influence of these two parties was couched in terms of the 
client who issues a media brief and the agency that, first, responds to the brief with a 
media plan and, second, executes the plan, buying appropriate media. According to 
this characterisation, clients defer to the expert advice of the media agency. 
However, most agencies accepted there was significant variation around this norm: 

3.8.1 As mentioned, the process is usually iterative: having heard ideas and a 
proposed approach from the agency, the client would be expected to throw 
in its own ideas; 

3.8.2 Clients vary greatly in the sophistication of their media understanding. 
Some have very low levels of media sophistication, while others are 
interested and very engaged in the process. Individual personalities can 
make a difference; 

3.8.3 In general, larger clients tend to have a better understanding of media than 
smaller clients; indeed, often they will support an in-house media 
department, whereas smaller clients tend not to allocate resources to this 
purpose; and 

3.8.4 There was general consensus amongst agencies that larger clients are, at 
the same time, more likely to seek specialist advice from agencies and to 
be more receptive to new ideas than smaller clients. Smaller clients are 
more likely to have a fixed idea of their desired media mix: for example, 
entrepreneurs breathing life into a personal vision. 

3.9 Most agencies communicated a sense of trust that clients vest in their media 
agency(ies). As discussed later in this report in the context of the SSNIP test, most 
agencies believe that, in the event of coordinated pricing behaviour by radio stations, 
they would be able to rely on their clients to support various forms of negotiation, 
including the threat of withholding spend from radio altogether.  

3.10 Across media agencies there is a general perception that the number of specialist 
radio teams is in decline and that the trend is towards cross-media expertise. This 
perception is supported by the fact that the majority of surveyed agencies reported 
that they work using cross-media team organisation. The specialist radio teams tend 
to be found in the larger agencies. 

How is the mix decided? 

3.11 The mix process: In terms of process, agencies reported unanimously that their 
annual media mix is the sum of many “bottom-up” decisions, often campaign by 
campaign, rather than a “top-down” plan for the year. This means that, having set out 
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a provisional spending plan for the year ahead, agencies find (and expect to find) that 
the plan changes numerous times (often materially) over the course of the year as 
individual campaigns are defined. 

3.12 The mix drivers: In relation to factors driving the mix, the most commonly mentioned 
primary determinant of an agency’s mix was its portfolio of clients. The different 
advertising objectives of different clients can lead to agencies buying fundamentally 
different mixes of media on behalf of their clients. Whilst all agencies aim to build 
long-term relationships with their clients, it is common practice for clients to review 
their accounts on, say, a three-year cycle and, as a result, for agencies to win and 
lose clients on a regular basis. As described later in this report, agencies say that 
they have experienced large fluctuations in their media mix, year on year, as a result 
of changes to their client portfolio.  

3.13 In addition to the client portfolio, agencies reported a range of other factors perceived 
to drive the media mix: 

3.13.1 Target audience: for example, a campaign whose purpose is to target 16-
24 year old consumers from ethnic minorities may decide to use 
proportionately more radio than a campaign which aims to reach ABC1 
social group adults; 

3.13.2 Campaign objectives: for example, brand-building versus driving sales; 

3.13.3 Client business needs: as businesses mature or move from one phase of 
the business cycle to the next, their advertising needs may change;  

3.13.4 Product type: for example, a campaign advertising a car may require more 
visual media than a campaign advertising a mortgage;  

3.13.5 Geographic coverage: radio may be relatively useful in campaigns that 
have specific regional or geographic goals; 

3.13.6 Price: specifically, the relative price of media can influence the mix, as 
described below; 

3.13.7 Precedent: agencies say that the starting point for next year is often an 
analysis of what was done over the last year. Deviation from previous 
decisions would require justification; 

3.13.8 Personal preferences within the client organisation: media strategies are 
determined by people, with individual character traits, experience of media 
– and preferences; 

3.13.9 Budget: if radio is not the lead medium in a campaign (as is typically the 
case) a reduction in budget may cause radio to be adversely affected in 
relation to other media; 

3.13.10 Competing media: for example, the growth of online and satellite television, 
discussed below. 

3.14 Price: price tended not to be one of the first factors spontaneously mentioned by 
agencies in relation to the key drivers of the media mix. When prompted, however, 
most agencies pointed out that if prices went up (or down) then this would 



Human Capital Indirect Radio Advertising Market Research Report 
 

 

immediately prompt close examination and could potentially lead to a change in the 
mix. 

3.15 In the discussions around this issue, a large majority of agencies said that in their 
experience radio prices have remained fairly flat over recent years. Agencies typically 
explained that the reason price was not the first factor to be cited was that, to a large 
extent, it was taken as a given. However, as soon as it shows signs of moving, price 
rapidly becomes the most important factor. 

3.16 It was also clear that agencies do not expect the price of radio to move upwards any 
time soon. They believe that the commercial radio sector is in a relatively weak 
position and that buyers can influence price levels and hold them down. One event 
mentioned by several agencies was the attempt by one of the radio groups at the end 
of 2005 to impose a 14% price rise across agencies. All the agencies who mentioned 
this episode were clear in their belief that the radio group had failed, ultimately, for 
the simple reason that it did not have a strong enough bargaining position in relation 
to the buyers to ensure a successful outcome. 

3.17 Competing media: For all agencies, the big growth story over recent years has been 
– and continues to be – the rise of online. Clearly, this has had an impact on the mix. 
Many agencies believe that radio has been the medium hit hardest by online, while 
some say that all media have been hit hard by online, not only radio. A minority of 
agencies took a different line, saying that radio may start to benefit from online 
success due to the fact that consumers spend a lot of time listening to the radio 
whilst surfing the internet. 

3.18 Several agencies mentioned that one of the comparative advantages of online 
compared to radio is its ability to offer a transparent audit trail in terms of its 
effectiveness. For example, it is very easy to track online users and their behaviour; 
this is not the case with radio. 

3.19 A few agencies mentioned that satellite TV increasingly offers advertisers more 
targeted audiences at relatively low prices and that, as a result, some spend has 
shifted away from radio to satellite TV. 

3.20 Several agencies mentioned outdoor as a medium that is also increasingly able to 
compete with radio. Technological innovation, including the digitisation of sites – for 
example, the London Underground – means that outdoor can offer greater flexibility 
and can replicate the daypart characteristics of radio. 
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Section 4 

4 Attitudes towards radio 
Reasons for buying radio 

4.1 Agencies typically reported that radio tends to play an important, though marginal, 
role in the media mix. The reasons cited by agencies to explain why they buy radio 
included: 

4.2 Personal relationship / intimacy: consumers feel that they have a one-to-one 
relationship with the radio station, often through the presenter; 

4.3 Mobility: in other words, the ability to reach people in the car or otherwise on the 
move; 

4.4 Short turn-around times: compared to television, say, it is possible to initiate and 
execute a radio campaign on a relatively short timeline; 

4.5 Relatively low cost (both cost per thousand and production costs): common 
perception that radio is relatively cheap; 

4.6 “Localness” or geographic targeting: radio stations can offer advertisers a strong 
relationship with local audiences; 

4.7 Frequency of opportunities to hear: people tend to listen to the radio for relatively 
long periods of time, thereby enabling advertisers to get their message across to 
consumers a relatively high number of times; and 

4.8 Ability to sound a “call to action”: the radio can be effective in prompting specific 
behaviour from consumers – for example, getting people to take up an offer at a local 
supermarket. 

Perceived cost effectiveness of radio 

4.9 Overall agencies perceive radio to be a relatively cheap medium compared to other 
media, in terms of cost per thousand. Agencies also indicate that they believe radio 
offers value for money and is relatively cost effective.  

4.10 From an objective stance, many agencies indicated a belief that an increase in the 
price of radio would be justified by the value radio creates. In this way, these 
agencies acknowledged that the price of radio was unjustifiably low. They said that, if 
an increase in price were to happen, the radio industry would be “taken more 
seriously” and afforded greater respect than is currently the case. As self-interested 
traders, however, agencies understand that the price of radio is justified as the 
outcome of open market forces. Whenever the possibility of a price rise was 
mentioned throughout the interviews, the dominant view from agencies was that 
radio stations would not be able to successfully implement a price rise. 

4.11 According to the data shown in the table below, the larger agencies tend to view 
radio as more cost effective than the smaller agencies. This was consistent with 
much of the qualitative discussion.  
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4.12 Although radio is generally perceived to be relatively cost effective, there is a widely 
held view that the effectiveness of radio is, in fact, very difficult to assess – radio is 
perceived to suffer from a lack of transparency in relation to performance 
measurement (compared to online, for example). Some agencies indicated a growing 
frustration with radio for this reason. 

“Nice-to-have” versus “must-have” radio spend 

4.13 Although radio is seen as an important part of the media mix, most of the time most 
agencies do not regard it as indispensable. Overall radio is regarded as a “nice-to-
have”, rather than a “must-have” medium. Agencies reported that radio rarely plays 
the lead role in a campaign, although, of course, there have been exceptions – 
notably Carphone Warehouse. 

4.14 For this reason, radio does not necessarily make it in to the media mix regardless of 
price: at the same time, radio is not seen as an exciting medium. Buying agencies 
say that they do not view radio with the same excitement as they did in the 1990s. 
They also believe that creative agencies do not aspire to produce radio commercials 
in the same way they do TV commercials.  

4.15 The quantitative data shown below suggests that agencies with larger budgets to 
spend tend to say that they would be more likely than smaller agencies to include 
radio within the mix, regardless of cost. 

4.16 This “nice-to-have” view of radio was projected strongly in the interviews. However, 
further probing, particularly in discussions around the SSNIP test, brought out a 
countervailing view amongst many agencies: namely, that for a core constituency of 
clients and client needs, radio is seen as an extremely important medium. The main 
examples of “must-have” radio-using clients quoted by agencies included: 

4.16.1 Retail-led clients: for example, clients who have an offer to promote or who 
want to drive footfall to a new store opening; 

4.16.2 Clients with particular regional or demographic needs: for example, a 
financial services company with a strong regional identity; and 

4.16.3 Clients with short turn-around times: for example, a newspaper with a 
weekend scoop that cannot advertise elsewhere in the press. 

4.17 From the qualitative discussions, it was clear that a significant minority of radio spend 
belonged to this category. 

Sensitivity towards increases in the cost of radio 

4.18 When media budgets are squeezed, agencies report that radio tends to be the first 
(or one of the first) media to get cut. Similarly, in the event of a price rise, agencies 
say that they would expect to switch at least some spend away from radio towards 
other media. 

4.19 Although larger agencies say they are more likely always to include radio in the mix 
than smaller agencies, they also say that they are more sensitive than smaller 
agencies to changes in the relative price of radio. This came out in both the 
qualitative discussion and in the quantitative questions. One reason suggested by 
some agencies is that larger agencies tend to have the bigger clients and that bigger 
clients display a greater motivation to extract value from their media budgets. 
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4.20 As discussed later in the section on the SSNIP test, agencies communicated a strong 
sense that they enjoyed a relatively stronger bargaining position in relation to the 
radio media owners. They were unwilling to accept that radio stations would, in fact, 
be able to sustain a price rise in the face of the buyers’ threat to withhold their 
demand. With the cooperation of their clients, buyers said that they would be able to 
exert sufficient downward pressure to defeat any attempt to raise prices.  

4.21 When agencies were moved on in the discussion and asked to engage effectively 
with the notion of a price rise, generally they were able to describe ways in which 
they would buy-round radio. In other words, agencies could envisage how they would 
follow through with the threat of withdrawing spend from radio.  

4.22 As discussed above, however, contrary to the central view put forward by agencies 
that they would be able to switch spend away from radio in the event of a price rise, 
most agencies also indicated that there would always be a group of clients whose 
needs would tend to require the use of radio and who would therefore be less price 
sensitive. 

Comparisons with other media 

4.23 Agencies generally believe that other media are not capable of replicating exactly the 
characteristics of radio. They did accept, however, that a number of other media 
could stand in place as practical alternatives in the majority of campaigns. The 
alternative media most commonly mentioned by agencies include: 

4.23.1 Television; 

4.23.2 Press; 

4.23.3 Online; and 

4.23.4 Outdoor. 

4.24 These qualitative findings broadly reflect the results of the quantitative SSNIP 
exercise, discussed below in this report. 

4.25 It is worth highlighting a number of observations on this issue: 

4.25.1 Agencies did not report any single medium to be a stand-out alternative for 
radio: apparently, there is no “one-size-fits-all” solution. For example, whilst 
online was universally acknowledged as the most exciting and fastest-
growing medium at the moment – taking spend away from radio (as well as 
other media) – it was not mentioned universally as the obvious alternative 
to radio. Indeed some of the biggest agencies didn’t mention online at all as 
an alternative medium; 

4.25.2 Agencies did not mention all other media as potential alternatives for radio, 
in a scattergun approach; 

4.25.3 Contrary to both these positions, most agencies were specific as to which 
particular alternative media could replace radio in a certain situation and 
why. Agencies tended to navigate their way through the question by 
reference to specific clients and campaigns. In this way, they identified 
specific needs and provided clear explanations for their choice of 
alternative media. For example: 
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a) Several agencies spoke about the way in which digital technology is enabling 
outdoor sites to replicate the daypart characteristics of radio and how this means 
that, for some campaigns, agencies would choose outdoor as the alternative to 
radio; 

b) Some agencies mentioned satellite TV as an alternative medium for some types 
of campaign. The reason was they perceived that increasingly satellite was able 
to deliver targeted audiences at relatively low prices, in much the same way as 
radio; 

c) Agencies mentioned local press as a medium that could replicate regional 
targeting; 

d) Many agencies also mentioned online as an alternative, as it has the capacity to 
target particular demographics effectively. 

4.25.4 Some agencies took a different line, although they appeared to be 
motivated by the same belief, namely that in different situations different 
media will act as the best alternative to radio. For this reason, these 
agencies were only able to say that “It depends…” They were unwilling to 
specify alternative media in abstract but were clear that, faced with a 
specific campaign for a specific client, it would be entirely possible – and 
necessary – to identify the right alternative. 

4.26 For these reasons, most agencies believed that in many cases it would be possible 
to buy around radio in the event of a sustained price rise. Some agencies went so far 
as to say that, even if prices were to come back down at some point in the future 
(after an initial rise), they could imagine situations where media spend would remain 
away from radio. Two reasons were put forward to explain this:  

4.26.1 First, because of inertia, referring to the behaviour pattern of “no change” 
unless justified. In other words, agencies believe that over the mid-/long-
term clients and others, having been forced to change, could get used to 
and develop a preference for the alternative and lose interest in the original 
(i.e. radio); 

4.26.2 Second, because of a pre-existing or emerging preference for the 
alternative, independent of the price rise. In this scenario, the price rise 
would simply serve as a catalyst for what would have happened anyway. 
Online was the medium most commonly mentioned in this context. A 
number of agencies communicated a growing dissatisfaction with radio in 
relation to its opaque performance measurement and communicated that 
they were already thinking about switching spend from radio to online. 

4.26.3 As discussed in the previous section, agencies perceive a number of 
exceptions to the general rule of substitutability outlined here. 

Degree of prestige associated with radio 

4.27 Agencies do not perceive radio to be an especially prestigious medium. 

4.28 A widely held view is that “online is the new radio”: today online is considered 
exciting and a medium where careers can be made. In exactly the same way, in the 
mid-1990s, radio was perceived to be exciting and the place to be and, by extension, 
prestigious. 
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4.29 However, that status has waned: although agencies widely believe that the Radio 
Advertising Bureau (RAB) has been extremely effective in promoting radio as a 
medium, they generally think that the commercial radio stations have failed to grasp 
an opportunity: for example, respondents stated that commercial radio has not 
invested sufficiently, they have allowed the BBC to grow and, as exemplified by the 
GCap merger, they have been too inward-looking.  

4.30 With the exception of promotional activity, agencies generally perceive radio to be a 
fairly tired medium.  

Figure 4.1: Attitudes to radio advertising 
(Strength of agreement, where 1 = strongly disagree and 5 = strongly agree) 

Average 
scores 

Number 
of 

agencies 

Radio is 
cost 

effective 
relative to 

other media 

Radio is 
always 

included in 
mix, despite 

cost 

Spend on 
other media 
increases if 
cost of radio 

increased 

Radio is 
inter-

changeable 
with other 

media 

Radio is a 
prestigious 

medium 

Agencies in top 
80% of market  

(spend > £10m) 
10  4.5   2.8   4.0   3.3   2.5  

Agencies in top 
80% of market  

(spend < £10m) 
7  3.7   1.4   3.6   4.0   2.4  

Agencies in 
80%-90% of 

market 
5  3.6   1.4   3.2   3.5   2.0  

Agencies in 
90%-100% of 

market 
5  3.4   1.8   4.5   4.1   2.2  
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Section 5 

5 Buying radio 
How are prices determined? 

5.1 According to agencies, sales houses may or may not offer a rate card. Even where a 
rate card exists, however, it does not play the same role as, say, a TV advertising 
rate card. Agencies report that prices are flexible and that negotiation between the 
agency and sales house is standard practice. 

5.2 Agencies say that negotiation takes place at a number of levels: 

5.2.1 Ad-hoc negotiation on a per-campaign basis; 

5.2.2 On-going client-specific deals covering all business conducted on behalf of 
a specific client; 

5.2.3 On-going agency-wide “umbrella” deals covering all business conducted by 
an agency with a specific sales house (such arrangements tend not to be 
formal contracts, but informal commitments); and 

5.2.4 Deals with sales houses at agency group level – for example, WPP’s Group 
M or Interpublic’s Magna. 

5.3 The research revealed a range of attitudes towards deals, with a small minority of 
agencies having no deals in place at all as a matter of principle, whilst most have at 
least one deal in place with a sales house. Approximately half of the agencies said 
that deals account for at least half of their radio spend, with some reporting deal-
related business as high as 80-90%. As would be expected, all agencies believe that 
the prices they achieve are highly competitive regardless of whether they do or do 
not actively negotiate deals. 

5.4 Stated future intentions also varied, with some agencies indicating a desire to put 
more deals in place, whilst others said they wanted to move towards more ad-hoc 
negotiation. Overall, however, agencies indicated a trend towards more ad-hoc 
negotiation. One agency captured a widely held mood by saying that, in the current 
market, it preferred to be a “cash buyer”.  

5.5 In particular, many agencies say that they have avoided deals with GCap as a result 
of the company’s “no more than two ads in a row” policy and the ensuing volatility. 
The dominant mood communicated by agencies was bullish-ness in relation to 
market conditions and their perceived bargaining power as buyers. 

5.6 Where deals do exist, agencies described two main types: 

5.6.1 Volume deals, whereby the agency commits to spending a certain amount 
with a specific sales house; 

5.6.2 Share deals, whereby the agency commits to spending a certain proportion 
of total spend with a specific house. 

5.7 Amongst those agencies that operate deals, some reported a strong preference for 
volume deals, while others favour share deals. Market unpredictability was cited as a 
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reason for avoiding volume deals, whilst the risk of being incentivised to offer clients 
sub-optimal outcomes was cited as a reason for avoiding share deals. 

5.8 Most agencies indicated a belief that market prices are generally set by the big five 
groups. Smaller agencies appeared to fall into two groups:  

5.8.1 First, those that accept they fall short of the prices achieved by the big 
agencies by perhaps one or two percentage points, but remain competitive 
by offering value in other ways;  

5.8.2 Second, other agencies who believe they achieve very similar prices on 
account of being able to offer greater flexibility.  

A buyers’ or a sellers’ market? 

5.9 Agencies gave a clear impression that they believe they have the upper hand in their 
relationship with radio sales houses. Statements made directly to the question were 
also supported by a number of comments that touched indirectly on the issue. 

5.10 The direct evidence includes: 

5.10.1 As mentioned elsewhere in this report, most agencies claimed that they 
have successfully beaten down the attempt in December 2005 by a 
particular radio group to impose a price increase of around 14%; and 

5.10.2 Many agencies also indicated that they have largely been able to buy 
around the perceived increase in GCap’s prices (linked by agencies to the 
company’s “no more than two ads in a row” policy, launched in December 
2005) – either by using other stations within radio or by switching to other 
media. 

5.11 The indirect evidence includes the following observations: 

5.11.1 Agencies stated that certain other media are increasingly able to act as 
acceptable alternatives to radio – particularly online and outdoor (as well as 
local press); 

5.11.2 Agencies generally found the central premise of the SSNIP test very 
difficult to engage with – they couldn’t accept that radio stations would be 
able to profitably sustain a price rise over the mid / long term; 

5.11.3 The experience of agencies is that radio prices have been fairly flat over 
recent years. There was an acknowledgement that in a sense the price of 
radio is relatively low compared to the value it generates and they also 
communicated that it was within their power as buyers to influence radio 
groups and keep prices down; 

5.11.4 The dominant view of the Capital / GWR merger was that these two 
companies were already “big beasts” and that their union hasn’t changed 
the industry dynamics and the trading terms and conditions significantly; 
and 

5.11.5 Agencies see the recent consolidation amongst radio stations as an 
attempt to “catch-up” with and counteract the consolidation that had already 
taken place amongst media agencies. 
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5.12 It should be noted that a full assessment of the balance of bargaining power in the 
media agency – sales house relationship would require talking to, amongst others, 
the sales houses themselves. 
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Section 6 

6 Historical changes to the media mix and 
reactions to changes in radio prices 
Past changes to the media mix 

6.1 As mentioned earlier in this report, the most influential factor determining the media 
mix was reported to be an agency’s client portfolio. Clients regularly move their 
accounts between agencies with the aim of maximising the effectiveness of their 
media spend. Many agencies were able to report multiple historical examples of 
clients lost or won that had had a material impact on their media mix. For example, 
one mid-size agency explained that the loss of a single client in 2004 had led to the 
proportion of total media spend accounted for by radio falling from 24% (in 2004) to 
4% (in 2005). 

6.2 Other driving factors most commonly mentioned as having led to historical changes 
in the media mix include the following: 

6.2.1 Some agencies cited budget cuts as a factor that had led to radio being 
squeezed in the mix; 

6.2.2 Some agencies mentioned that the arrival of a new client executive (with 
different media preferences to the predecessor) had led to a shift away 
from radio; 

6.2.3 Some agencies mentioned changing business maturity of the client as a 
factor that had caused changes in the media mix; 

6.2.4 Many agencies cited competition from other media as a factor that had 
resulted in a changed mix. In particular, the most commonly mentioned 
medium was online. Agencies like online because of its transparency, 
because it is a relatively cheap medium and because it is able to target 
audiences well. Outdoor, too, was mentioned as a medium that is 
increasingly shifting the mix away from radio. 

6.3 There was little mention of changes in the media mix resulting from changes in the 
price of radio. 

Past reactions to changes in radio advertising prices 

6.4 The consensus view across agencies is that radio prices have not shifted significantly 
over the last few years. For this reason, there is limited evidence of actual historical 
reactions to changes in the price of radio. 

6.5 However, several agencies mentioned two incidents that give further insight into the 
price narrative: namely, the recent attempts by two particular radio groups to raise 
prices (mentioned elsewhere in this report), both of which most agencies believe are 
failing – in one case, because agencies have largely succeeded in negotiating them 
back down; in the other case, because agencies are finding it possible to buy around 
the group by using alternative radio stations and by switching away from radio. 
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6.6 In other words, the main thrust of reported historical evidence in relation to price 
changes is that media-buying agencies have been able to exert downward pressure 
on the prices charged by radio stations. 
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Section 7 

7 The hypothetical monopolist (SSNIP) test 
Introduction 

7.1 Respondents were asked to quantify their responses to a hypothetical increase in the 
relative cost of radio advertising. The data collected from this exercise has been used 
to inform Ofcom’s economic analysis of the constraints on the pricing of indirect radio 
advertising – discussed in detail in the Radio Advertising Market Research report. 

7.2 The paragraphs below carry headline findings from the SSNIP test. It should be 
noted that only aggregate data (i.e. data across the whole industry) has been passed 
on to Ofcom, not agency-specific data. 

7.3 As mentioned above, one of the limitations of the methodology is that the questions 
asked in relation to radio price increases are hypothetical and do not explore 
observed behaviour. 

7.4 Respondents were asked to imagine the following scenario: namely, a world in which 
the cost of buying radio advertising increased by 5% / 10%, with the following 
qualifications: 

7.4.1 The increase in the cost of buying would be relative to whatever rate of 
inflation is prevailing across the media market as a whole; 

7.4.2 The increase would apply across all radio stations – i.e. it would not be 
possible to avoid the cost increase by switching to an alternative supplier of 
indirect radio advertising; 

7.4.3 The increase would be permanent and would be sustained into the mid / 
long-term (i.e. around one year) – i.e. it would not be possible to avoid the 
cost increase by delaying a campaign for a few months; 

7.4.4 There would be no reason or quid pro quo for the increase in cost, for 
example, a change in demand for radio advertising – i.e. whilst the cost 
would increase, all other factors would remain the same. 

7.5 It was explained that the scenario was hypothetical and was very unlikely to happen 
in this way; and further that the nature of the scenario was unrealistic in that it 
prohibited respondents from carrying out a central part of their jobs, namely 
negotiating with sales houses to bring prices down to initial levels. 

7.6 The price rise scenario having been set up, agencies were then asked to explain how 
they would have responded, thinking about their business activities in 2005. 

7.7 Across the research respondents were asked for their response to one percentage 
increase in cost, say 5%, and then for their response to the other percentage 
increase, 10%. The interviews alternated in putting 5% or 10% first to the 
respondent. 
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Commentary 

7.8 Most agencies found the SSNIP test scenarios difficult to engage with on account of 
them being an unrealistic characterisation of the station-agency relationship. In other 
words, agencies felt that, under current market conditions, radio stations would be 
unable to push through such a price increase since buying agencies would have the 
power to keep them down. 

7.9 Consistent with this general view of the world, the first response of most agencies 
was to fight the price rise (even though the rules of the scenario stipulated that 
fighting or negotiating the price rise was not possible). Typically agencies said that 
they simply wouldn’t accept the raised prices or that they would switch large 
(undefined) amounts of spend away from radio. They said that the radio stations 
would be unable to implement a price increase. In other words, the agencies tended 
to be quite uncompromising in their initial, instinctive reaction. 

7.10 In the ensuing discussion, agencies put forward several reasons for this initial 
reaction: 

7.10.1 Hostility to the idea of a coordinated price rise across the industry; 

7.10.2 Objection to the fact that the price rise was “unjustified”. That is to say 
agencies disliked the fact that, under the scenario, stations would offer no 
increased value or other quid pro quo to accompany the price rise; 

7.10.3 Personal assault on their integrity and authority as buyers. In other words, 
some respondents took the scenario as a personal challenge to be 
overcome; and 

7.10.4 Unwillingness to accept that radio stations would ever be in a position to 
profitably sustain such a price rise. 

7.11 Agencies were then asked whether this initial response would be sustainable over 
the mid- or longer-term. For many agencies this was the point at which they really 
began to engage with the exercise. Typically respondents would slow the discussion 
down and take the analysis back to the beginning. They would start over by 
describing the nature of a specific client, identifying the purpose of particular 
campaigns, analysing the role played by radio and, to the extent that it was essential, 
assessing the extent to which that role could be replicated by alternative media. 
Invariably, the respondent would back down to a certain extent from the 
confrontational position first adopted and describe the different ways in which the 
switch away from radio was or was not sustainable. 

7.12 For most agencies this process resulted in a “softer” attitude towards radio and a 
revising downwards of the proportion of radio spend that would be switched away 
from radio. 

7.13 Two perspectives became apparent through the discussions: the agency point of 
view and the client point of view: 

7.13.1 From the agency point of view, agencies reported that a price rise across 
the board would not much matter, since their performance relative to other 
agencies would be unchanged (many of the larger agencies are audited 
against other agencies, which creates an incentive for agencies to 
benchmark relative, not absolute performance); and 
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7.13.2 From the client point of view, agencies reported that any price rise would 
indeed matter. And since it is the client who pays the bills, this is ultimately 
the perspective that motivates the agencies. Agencies said that once they 
were hired to work for a client, it was their responsibility to seek the best 
terms for the client. At its best the relationship works because there is 
embedded trust. Clients trust agencies to do their best on their behalf and 
agencies trust clients to support them in their media strategy and tactics. 

7.13.3 Several agencies described the way in which they might go to the client, 
explain the way in which radio stations were attempting to raise prices and 
ask the client to back the agency’s attempt to boycott radio – i.e. “to teach 
them a lesson”. The agencies were confident that their clients would 
cooperate with such an approach. 

7.14 Most respondents felt that there was a significant difference between the 5% and 
10% price increases. 10% tended to elicit a much stronger reaction on account of the 
psychology of double figures. This is consistent with the data that shows more than 
three times as much switching away from radio in the 10% scenario than in the 5% 
scenario. 

7.15 At the same time, 5% tended to elicit more “principled” reactions from respondents, 
whereas in the 10% scenario respondents were more rational. Again, this is 
consistent with the fact that the percentage of switched spend going “back into the 
pot” was higher in the 5% scenario than in the 10% scenario. This is also consistent 
with a perception that respondents treated the 10% scenario with more careful 
consideration and analysis of what actually would happen (switch away from radio to 
this alternative medium, for this reason, etc). 

7.16 Overall most agencies indicated that they would shift at least some spend away from 
radio in the scenario: 

7.16.1 In the scenario where the price increased by 5%,15 of the 19 agencies 
(who indicated their likely response) said they would switch at least some of 
their radio spend elsewhere; 

7.16.2 In the scenario where the price increased by 10%, this increased to all 20 
agencies (who indicated their likely response); and 

7.16.3 Overall the stated percentage of total radio spend moved away to other 
media was 13% in the 5% scenario and 38% in the 10% scenario. 

7.17 Switching agencies were asked to differentiate between three possible types of 
switching behaviour: 

7.17.1 Direct substitution: whereby at the same time as switching away from 
radio, agencies say they would have switched into one or more stated 
alternative media, with the aim of delivering the same result that would 
have been achieved by radio; 

7.17.2 Unknown substitution: the same as above, except that the agency 
couldn’t state the alternative media; and 

7.17.3 Back into the pot: whereby agencies say that the switch away from radio 
would have taken place independent of any decision about how to 
reallocate the saved radio spend. 
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7.18 In the 5% scenario, switching agencies said overall that 21% of their radio spend 
would have been reallocated to specific media (direct substitution), 7% to unspecified 
media (unknown substitution) and 72% would have gone “back into the pot”. 

7.19 In the 10% scenario, switching agencies said that 17% of their radio spend would 
have been reallocated to specific media (direct substitution), 45% to unspecified 
media (unknown substitution) and 38% “back into the pot”. 

7.20 TV, online and press were the most commonly identified direct substitutes for radio. 
Although throughout the SSNIP test, respondents were asked to make some broad-
brush estimates, it is worth pointing out that most respondents gave considerable 
attention to the question of alternative media. Typically the discussion would proceed 
at the level of individual clients, with respondents taking time to recall specific 
campaigns from 2005 and to identify alternative media that would best replicate the 
role played by radio. 

7.21 For this reason, although in aggregate most other media were put forward as 
alternatives for radio, individual agencies typically highlighted perhaps two or three 
alternatives that were most appropriate to the campaigns they had run. For example, 
an agency would cite local press, say, for its ability to offer regional targeting. 

Figure 7.1: Stated responses to the SSNIP  
(22 agencies in the top 90% of the market – unweighted) 

Number of 
agencies 

Switch at least 
some media 
spend away 
from radio 

Maintain the 
same amount 

of money 
spend on radio 

(fewer slots) 

Maintain the 
same amount 
of radio media 

purchased 
(greater spend) 

Unable or 
unwilling to 

say 

 
 

Total 

5% SSNIP 
scenario 15 4 0 3 n = 22 

10% SSNIP 
scenario  20 0 0 2 n = 22 

 
 

Figure 7.2: Stated proportion of radio spend switched / not switched in response to 
SSNIP  
(all agencies in the top 90% of the market able to state response – unweighted) 

Switching agencies Non-switching agencies 

Percentage 
of spend 

(# of 
agencies 

shown in row 
below) 

% of spend 
switched 

% of non-
switched 

spend that 
would 
absorb 

cost 
increase 

% of non-
switched 

spend that 
would not 

absorb 
cost 

increase 

% of non-
switched 

spend that 
is not 
known 

% of spend 
that would 

absorb 
cost 

increase 

% of spend 
that would 
not absorb 

cost 
increase 

13% 4% 36% 34% 0% 13% 5% SSNIP 
scenario 15 2 10 4 0 4 

38% 5% 33% 24% 0% 0% 10% SSNIP 
scenario 20 3 14 4 0 0 
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Figure 7.3: Stated alternative spending of switched radio spend in response to SSNIP  
(all switching agencies in the top 90% of the market – unweighted) 

Direct substitution Percentage 
of switched 

spend 
(# of 

agencies 
shown in 

row below) Press Cinema 
Radio 
S&P TV Outdoor Online 

Unknown 
substitution 

Back into 
the pot 

5% 1% 0% 6% 1% 8% 7% 72% 5% SSNIP 
scenario 3 1 0 3 1 2 2 11 

2% 0% 0% 9% 0% 5% 45% 38% 10% 
SSNIP 

scenario 4 1 0 5 2 4 6 12 

 
 
7.22 The data from this research is analysed in more detail in Ofcom’s Radio Advertising 

Market Research report. 
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Annex 1:  

1 Indirect radio advertising semi-structured 
questionnaire 
Pre-interview analysis 

- Analysis of media spend: by agency, by client, by media (Nielsen data) 
- The Nielsen data does not show online spend. Could I ask you how that has changed? 
 
Pre-interview “task” 

- Please see our analysis of the last [x] years of your agency’s media spend, by client / 
medium. In advance of the interview, it would be useful if you could: 

a. Check the analysis and confirm that it is correct 
b. (If not correct, make any necessary changes) 
c. Reflect on the reasons for the media mix last year 
d. Reflect on the reasons for changes to the mix from the previous year 

 
Interview 

1. For the purpose of this interview, when you are answering the questions, please think 
about the agency [X] and NOT the agency group [Y] 

2. It is also worth saying that when we talk about buying radio advertising we mean buying 
through a sales house, not direct from the station. For the sake of interest, could I ask 
you how much is actually bought direct from the station (either in terms of the number of 
clients or the proportion of spend)? 

3. Could I ask a bit about your job here? Is there such a thing as a typical day? How long 
have you done this job or a similar one? 
 

Thinking about the media mix over the last year: 

4. In relation to your agency’s spend on each different medium over the last year: 
 

a. Who is involved in the process of deciding the media mix? (Useful to collect job 
titles AND names) 

 UNPROMPTED 
 PROMPT on client 

 
b. Thinking about your top 3 radio clients, to what extent does each one influence 

the process of deciding the media mix? (Across the year as a whole, campaign 
by campaign) 

 SCALE 1 to 5: Client much more influential than agency, client more 
influential than agency, client neither more nor less influential than 
agency, client less influential than agency, client much less influential than 
agency 
 

c. How is client influence different for smaller spending clients? 
 

d. In general, how is the media mix decided? 
 UNPROMPTED 
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 PROMPT on upfront for the year, the sum of lots of campaign decisions 
 

e. Which factors are taken into account when deciding the mix? 
 UNPROMPTED 

PROMPT on cost, client, specific campaign needs, budget and target 
audience 

 RANK FACTORS BY IMPORTANCE 
 

f. When buying radio, how do you negotiate prices? (Note: for the purpose of this 
interview, costs include ONLY the cost of media, i.e. cost per thousand, NOT the 
cost of production) 

 UNPROMPTED 
 PROMPT on single prices for each station, prices negotiated on a 

campaign basis (i.e. are prices negotiated on an agency deal or is it 
client/station specific?) 
 

g. What are the reasons that might cause you to change the mix? 
 UNPROMPTED 
 PROMPT on cost, relative cost changes of different media, client 

 
Setting up the SSNIP: 

Please imagine the following scenario in relation to your agency: namely, that the cost of 
buying radio increases gradually by (5%, 10%) (need to explore both, rotate order interview 
by interview), bearing in mind the following points: 
 
- The cost increase would apply in the same way across all radio stations – in other words, 

it would not be possible to avoid the cost increase by switching to a different supplier of 
radio advertising, or by negotiating the price down 
 

- The cost increase would take place over and above general media inflation – in other 
words, the cost increase would be relative to whatever is happening across the media 
market as a whole 
 

- The cost increase would be permanent and would be maintained over the long term – in 
other words, it would not be possible to avoid the cost increase by delaying a campaign 
for a few months, say 

 
- There is no obvious reason for the cost increase 
 
- We know this is very difficult as it would never really happen like this (unless you tell us 

otherwise). i.e. we are asking you to imagine a hypothetical situation which could never 
actually occur in practice 

 
 
- However, it would be really helpful if you could try to imagine it as it will give us lots of 

juicy economic data which will help us make better decisions particularly about 
consolidation 
 

Thinking about the last 12 months: 

5. Thinking about this hypothetical scenario in relation to your agency’s media expenditure 
(Note: NOT the agency group as a whole) over the last 12 months – and with the aim of 
trying to establish a general rule – which of the following options best describes how your 
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agency would have reacted if the cost of buying radio had increased by (5%, 10%) a 
year ago: 

o UNPROMPTED 
 

o Maintain the same amount of money spent on radio (and get fewer slots / 
impacts) 
 

o Maintain the same amount of radio media purchased (by spending more on 
radio)  
 

o Switch at least some of your media spend away from radio 
 

o It depends / Don’t know 
 

o Negotiate the price down – NOTE: NOT POSSIBLE WITHIN THE RULES OF 
THE SCENARIO 
 

If maintain money spent at Q5:  

6. What are the reasons that would have stopped you from switching to another media? 
 

If maintain radio media purchased at Q5: 

7. How would your agency have sought to maintain the same amount of radio purchased? 
o By increasing the proportion of your media spend spent on radio and decreasing 

the proportion spent on other media 
 

o By passing on the increased costs to your client 
 

o By absorbing the increase in cost yourselves 
 

8. What are the reasons that would have stopped you from switching to another media? 
 

If switch away at Q5: 

9. If you would have switched at least some of your media spend away from radio, what 
would have happened to the saved radio budget? 

o UNPROMPTED (Interviewer to probe if necessary and allocate responses to 
categories below and, where possible, capture verbatim / other responses) 
 

o “Direct substitute”: the switch away from radio would have been accompanied by 
a simultaneous switch into one or more other media, with the aim of delivering 
the same result that would have been achieved by radio (i.e. you would have 
looked for a direct substitute for radio) 
 

o “Back into the pot”: the switch away from radio would have taken place (simply) 
on the grounds that the cost was perceived to be too high, independent of any 
desire to simultaneously seek a substitute medium / media. The saved radio 
spend would be perceived to be “back in the pot” and spent subsequently 
 

o The switch away from radio would have been accompanied by a simultaneous 
switch into one or more other media, but I can’t say how the saved radio spend 
would have been reallocated 
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10. What proportion of radio media spend would you have switched? 

 
If Direct Substitute at Q9:  
 
11. Which medium / media would you have switched your spend into?  

- IF MORE THAN ONE MEDIA.  How would the switched spend be split amongst 
these media? 
 

If it depends / don’t know at Q5:  

Thinking about your last three campaigns: 

12. Explore response to price increase by asking about the agency’s three most recent 
campaigns and / or about the agency’s three top radio clients – i.e. Q9-11 above 

o Maintain money spent 
 

o Maintain radio media purchased 
 

o Switch away 
 

o It depends… 
 
If a general rule established at Q5 or Q12: 

13. Are there any exceptions / scenarios that might cause you to respond to a price increase 
in a way that is different to the general rule that you have described? 

o UNPROMPTED (Interviewer to probe if necessary and allocate responses to 
categories below and, where possible, capture verbatim / other responses) 
 

o Particular campaign needs: 
 Campaign that needs to target a particular demographic group – e.g. 

ethnic minorities or 16-24 adults (capture which group) 
 

 Campaign that needs to target across the UK, with a tailored message 
for different regions 
 

 Campaign that has long / short term objectives 
 

 Campaign that has a relatively large / small budget 
 

o Particular client needs (Note: capture whether exceptions apply only to a 
particular “type” of client): 

 Campaign whose client has particular desires / needs – e.g. wants a 
broad mix of media or a certain proportion of budget to be spent on radio 
 

 Campaign whose client needs to book adverts / content of adverts at 
short notice (capture which type of client – e.g. large/small/industry)  

 
Thinking about the exceptions from Q13: 

14. Explore response to price increase in the context of any exceptions identified – i.e. Q5-
11 above 

o Maintain money spent 
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o Maintain radio media purchased 
 

o Switch away 
 

o It depends… 
 
 
Thinking about changes in the mix over the last two years: 

15. In relation to the changes your agency has made to its media mix over the last 2 years, 
what are the factors that have driven those changes? 

 UNPROMPTED 
 PROMPT on cost, relative cost changes of different media, client 
 RANK BY IMPORTANCE 

 
If changes in media mix due to changes in relative cost of radio at Q15: 

16. Has the cost of radio advertising (from any supplier) increased in relation to other 
media in the last two years? 

 
IF YES TO Q16 

16a. If so, by how much did the cost increase over and above any cost increase in other 
media? (Capture increase in “% increase over and above the cost of other media”) 
 
IF YES TO Q16 

17. How did your agency respond to this cost increase?  
 
[Capture verbatim answer] 
 
If respondent indicates a switch from radio to another media at Q16 

18. Approximately what percentage of your radio budget did you switch? 
 
Probe:  
 
- Was the saved money immediately allocated to (an)other media or was it put into a ‘pot’ 
and re-allocated at a later date? 
 
[Capture verbatim answer] 
 
If respondent says the saved money is immediately allocated to (an)other 
media  

- Which media was the saved radio spend allocated to? 
 
 
If respondent mentioned more than one other media  

- Can you tell me what percentage of your saved radio spend went into each alternative 
media 
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Attitudinal statements: 

19. Please indicate the extent to which you agree or disagree with each of the following 
statements: (Note: for the purpose of this interview, costs include ONLY the cost of 
media, i.e. cost per thousand, NOT production / other costs) 
 
a. “Radio is a cost effective medium compared to other types of media” 

 
b. “No matter how high the cost, our agency will always include at least some radio 

as part of the mix” 
 

c. “If the cost of buying radio increased, our agency would spend more of its budget 
on other types of media” 
 

d. “National radio is interchangeable with certain other media – i.e. other types of 
media can achieve the same outcomes as national radio” 
 

e. “Radio is a prestigious medium” 
 SCALE 1 TO 5: strongly disagree, disagree, neither disagree nor agree, 

agree, strongly agree 
 

20. If national radio perceived to be interchangeable with certain other media at Q19d: 
a. Which other media? 

 
b. In what circumstances? 

 
Commission rates: 

21. (If time) When considering your responses to the price increase, did you think about the 
relative rates of commission earned by your agency by different media? 
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Annex 2 

2 Additional data from the hypothetical 
monopolist (SSNIP) test 
Weighted data from the hypothetical monopolist (SSNIP) test 

Figure A.1: Stated proportion of radio spend switched / not switched in response to 
SSNIP  
(all agencies in the top 90% of the market able to state response – weighted2) 

Switching agencies Non-switching agencies 

Percentage 
of spend 

(# of 
agencies 

shown in row 
below) 

% of spend 
switched 

% of non-
switched 

spend that 
would 
absorb 

cost 
increase 

% of non-
switched 

spend that 
would not 

absorb 
cost 

increase 

% of non-
switched 

spend that 
is not 
known 

% of spend 
that would 

absorb 
cost 

increase 

% of spend 
that would 
not absorb 

cost 
increase 

13% 4% 36% 31% 0% 17% 5% SSNIP 
scenario 15 2 10 4 0 4 

38% 4% 35% 22% 0% 0% 10% SSNIP 
scenario 20 3 14 4 0 0 

 
 
Figure A.2: Stated alternative spending of switched radio spend in response to SSNIP  
(all switching agencies in the top 90% of the market – weighted) 

Direct substitution Percentage 
of switched 

spend 
(# of 

agencies 
shown in 

row below) Press Cinema 
Radio 
S&P TV Outdoor Online 

Unknown 
substitution 

Back into 
the pot 

10% 1% 0% 7% 1% 7% 7% 68% 5% SSNIP 
scenario 3 1 0 3 1 2 2 11 

4% 0% 0% 8% 0% 5% 46% 37% 10% 
SSNIP 

scenario 4 1 0 5 2 4 6 12 
 
 
 
 

                                                 
2 Agencies in the top 80% of the market have been weighted by a factor of 1.06 and agencies in the 
80%-90% decile by a factor of 3.50. This reflects the fact that the research included agencies whose 
2005 radio spend accounted for 94% of the top 80% of the market and 29% of the 80%-90% decile. 


