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The merger 

• In December 2011 the media group A-Pressen notified the 
acquisition of the media group Edda Media 

• Operations in several markets: newspapers, print, radio, 
digital media, distribution, etc. 
– Both had numerous newspapers in Norway 

• The NCA found that the merger would lead to substantial 
lessening in the markets for: 
– Advertising in Telemark and Fredrikstad 
– Readership in Telemark 

• The merger was cleared with remedies 
– Parties had to sell out two newspapers 

• Fredrikstad: Demokraten 
• Telemark: Varden or Telemarksavisa 

 



The parties’ position 

• Competition is not substantially restricted in any 
of the relevant markets due to: 
– Newspapers are generally local and only a few of the 

parties newspapers has geographical overlap 

– Where geographical overlap, newspaper 
characteristics/content indicate different markets 

– Advertising market is national 

– Competition from other printed and non-printed media  

– Market’s two-sided nature generates networks effects 
that significantly limit the economic loss 



Key issues in the case 

• Newspapers are financed by readers & advertisers 
– Two-sided market/positive networks effect(s) 

• Key issues in the case where: 
1. Defining the relevant markets (for news & advertising) 

2. The importance of the two-sided nature 

• Two-sidedness relates both to market definition and 
the competitive assessment (and efficiency defense) 
– How/where to address this in the economic analysis? 

• Theory: important to consider both sides 
– Defining overlap: customer survey & diversion ratios 

 



Survey/diversion ratios 

• The NCA did a survey among subscribers and advertisers 
– Parties newspapers with substantial overlap 
– Fredrikstad, Telemark & Østfold 

• Key question: which product customers consider to be their second 
choice if their first choice of product were no longer available 
– Diversion ratios - the fraction of all customers currently purchasing 

product A that switch to product B in response to a price increase 
– Indicator of closeness of substitution between the parties products 

• Why diversion ratios as a measure for overlap? 
– After a merger of product A and B, the merged firm will take into 

account the diverted sales when setting prices 
– High diversion ratios means that the two products compete hard for 

the same customers (…with high price-cost margins) 
– Stronger incentives to raise prices after the merger (unilateral effects) 

 
 



Survey questions 

• The questions to advertisers: “Think back to the last time 
the company bought advertising in [x]. If this newspaper 
had not existed, where would you have advertised as a 
replacement for [x]?”  
a) In another printed newspaper (follow up: which one?) 
b) Internet 
c) […] 

• The questions to subscribers: “Think about the situation 
where [x] is discontinued and the newspaper is therefore 
not available in print or online. What would you do?,” 
a) Subscribed to another print newspaper (follow up: which one? 
b) Bought more single copy newspapers 
c) […] 



Customer diversion ratios I: 
Telemarksavisa (TA) & Varden (VA) 
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Customer diversion ratios II:  
Fredrikstad Blad & Demokraten 
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Market definition I 

• In two-sided markets: Issue whether one should look at 
each side of the market independently or jointly 

• NCA’s survey shoved that the readers where more or 
less indifferent towards advertising  
– No positive network effect from advertisers to readers 
– In two-sided non-transaction markets with only one 

externality, can perform market definition exercise on that 
side of the market irrespective of the other side 

• The NCA considered the two sides independently 
– Theoretically correct for the advertising side 
– Ignored the two-sidedness in the reader market 
– Did not define the smallest market   

 
 



Market definition II 

• Advertising market: 
– “[…] the customers who buy advertising space in the parties’ 

newspapers do not consider other advertising channels to be close 
substitutes for advertising in print newspapers. 

– “[…] is not necessary to take a final decision on which newspapers are 
included in the same product market as it is not critical for the 
conclusion […]”. 

– “relevant product market […] advertising space in print newspapers”. 

• The ”reader market”: 
– Fredrikstad: ”[…] the parties do not have sufficient overlapping 

activities in news gathering in Fredrikstad that these can be 
considered as competitors in the same relevant market […].” 

– Telemark: “[…] the relevant product market is defines as news 
gathering in print newspapers in Telemark.” 
 



Competitive assessment I 

• Norway has a total welfare standard in merger cases 

• Issues addressed in the competitive assessment: 
1. Other factors of importance:  

i. Entry barriers (found to be high) 

ii. Efficiencies (found to be medium/high) 

iii. Buying power (found to be low) 

2. Impact of networks effects 

• Telemark: high diversion ratios on both sides 
– Merger: higher prices on both sides 

• Fredrikstad: high diversion ratios on ad side 
– The assessment harder (see next slide) 



Competitive assessment II –  
Fredrikstad Blad & Demokraten 

Avis Readers Advertisers 

(1) ADVERTISERS 
High overlap = 
incentive for higher 
prices: A > 0 

(2a) NETWORK EFFECT 
Readers indifferent to 
ads: network effect = 0 

(4) NETWORK EFFECT 
Advertisers care about number of 
readers: Positive network effect 

(3a) READERS: 
• Some overlap which in isolation give 

incentives for setting higher prices: R > 0  
• Incentives to set lower copy prices due 

to the value added of readers (cross-
subsidies toward newspaper price) 

(3b) Size of the advertising market determines 
the size of the incentives for setting lower 
copy prices. Small ad market = cross-subsidies 
effect not dominant. The subscription side of 
the market is large. Price for newspapers most 
likely remains unaltered: R = 0  

(6) CONCLUSION: 
• Higher adv. prices: A 
• Readers prices: R = 0 
• Some efficiency gains: E 
• Loss: A > E 

(2b) Reader's stance on 
advertising does not 
change the incentive to 
set higher prices 

(5) EFFICIENCY GAINS: 
Undocumented & not that 
large as the parties claimed 



Competitive assessment III 

• Competitive assessment: 
– “[…] assessed the significance of the two-sided nature of the 

market for the economic loss due to the concentration. In the 
opinion of the authority, the effects of the two-sided nature of 
the market are insufficient to offset the negative effects of the 
concentration in the relevant markets.” 

– “Overall, […] the concentration between A-Pressen and Edda 
Media will lead to an economic loss as a result of common 
ownership of newspapers in Telemark and Fredrikstad, and that 
this would not be consistent with the interests of consumers.” 

• Relationship between negative and positive effects: 
– “[…] finds that the alleged cost savings cannot offset the 

negative effects of the concentration, and that the acquisition 
would therefore be contrary to the purpose of the law.” 



Concluding remarks 

• In two-sided markets (like newspapers) 
– “one-sided” theory/methods does not (always) directly apply 
– important to consider both sides in two-sided markets 

• Customer survey useful for: overlap & network effects 
– Surveys in two-sided markets: 

1. Ask respondents about their reaction to price increase 
2. Response to a change in participation on the other side 

 The NCA asked 1, but only 2 among readers 

• Important question for the agencies: where to address the 
networks effect in the economic analysis? 
– Followed a practical (“traditional”) way : market definition in 

isolation, network effects in competitive assessment  
– If aware of the inaccuracies errors can be reduced in practise 

 


