2.3.4: Businesses big and small
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Evidence A
Live Nation and Ticketmaster to merge 
The world's largest concert promoter and its biggest ticket-seller agreed to join forces in a controversial "merger of equals" that will create a new giant of the entertainment industry. Live Nation, whose vast roster of artists includes Madonna, Coldplay and U2, is to merge with Ticketmaster in an all-share deal worth about $800m (£550m).

But the planned tie-up, which would create a dominant force in concert promotion and ticket sales, has already sparked competition concerns in the US. Charles Schumer, a senior Democratic senator, said: "This merger would give a giant new entity unrivalled power over concert-goers and the prices they pay to see their favourite artists and bands.

The musician Bruce Springsteen has also come out against the deal. "The one thing that would make the current ticket situation even worse for the fan than it is now would be Ticketmaster and Live Nation coming up with a single system, thereby returning us to a near-monopoly situation in music ticketing," he wrote on his website last week.

Shares in both companies slipped amid fears that the deal could be blocked by anti-monopoly regulators. The combined group would have revenues of $6bn and sell more than 150m concert tickets a year, promoting some 22,000 concerts. It would handle more than 200 artists and run more than 140 venues.

The companies said the deal would allow them to "improve the live entertainment experience and drive major innovations in ticketing technology, marketing and service". It would also increase attendance at live events and "strengthen and enhance the direct connection between artists and fans", the companies said.

(Source: adapted from www.guardian.co.uk, Tuesday 10 February 2009 

Evidence B
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UK clears Ticketmaster's Live Nation merger

The Competition Commission today cleared the merger of Ticketmaster Entertainment, Britain's biggest live music ticket agency, with Live Nation, one of the country's biggest live music promoters, reversing its earlier provisional ruling that warned the deal could be anti-competitive. 
Ticketmaster and Live Nation are both California based companies but need UK clearance because Ticketmaster has for many years dominated the British market for live music tickets with between 40 and 50 per cent, while Live Nation, whose roster of stars include Madonna and Shakira, stages between 10 and 20 per cent of the country's live music events. 

They still require approval from competition regulators elsewhere, including in the US and Canada. The Commission had originally said in October that the deal may prevent Ticketmaster's major rival, Germany-based CTS Eventim from entering the UK. 

Top of Form

Bottom of Form

This is because Live Nation, before it agreed to merge with Ticketmaster, had signed a deal by which it would allow Eventim to enter the UK by selling a proportion of tickets for Live Nation's British events. However, the Commission explained, since it had published its provisional findings in October, the parties had provided more evidence which showed that Live Nation's deal with Eventim would not be affected by the merger. The merged company would still have to allow Eventim to sell a proportion of UK tickets, it said. 

Christopher Clarke, chairman of the inquiry group at the commission, said that “if the merged company tried to shut out other ticket agencies from its concerts, or refused to sell tickets for rival events, it would suffer significant and immediate losses with very uncertain prospects for long term gain. Therefore, we concluded it was unlikely that the merged entity would harm other ticketing agencies, promoters or venues in these ways".

(Source: adapted from www.timesonline.co.uk by Robert Lindsay 22nd December 2009)

Questions:

1. What is meant by the term ‘monopoly’? (2 marks)
2. Comment upon the likely PED for concert tickets in the UK. (6 marks)

3. Explain why a business such as Ticketmaster might abuse a dominant market position. (4 marks)

4. Analyse two reasons why Live Nation and Ticketmaster may want to merge. (8 marks)

5. Explain the link between economies of scale and developing a competitive advantage for a business such as Ticketmaster. (6 marks)

6. Evaluate the impact of the proposed merger on two stakeholders groups. (14 marks)
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