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Though expectations are elevated for reduced regulations and business-friendly 

approach, many regulatory bodies hold a veto in this matter

T-Mobile – Sprint Merger: Battle Lines Have Been Drawn

"I think the T-Mobile-Sprint merger is great for 

America”

- Robert McDowell, Former FCC commissioner

“The New T-Mobile will CREATE JOBS.”

- John Legere, T-Mobile CEO

“ONLY the New T-Mobile can quickly deliver a 

NATIONWIDE 5G NETWORK with the capacity 

and scale to truly accelerate innovation and 

increase competition in the U.S.”

- John Legere, T-Mobile CEO

“We’ll bring REAL wireless choices and 

mobile broadband competition to 

Americans in rural areas for the first time.”

- John Legere, T-Mobile CEO

“This deal would especially hurt consumers 

seeking lower-cost wireless plans.”

- Phillip Berenbroick, Senior policy counsel at 

Public Knowledge

“If the Boost Mobile and MetroPCS brands are 

included in this merger, it would be bad for the 

overall competitive landscape, bad for the prepaid 

market, bad for our country’s MVNOs, and bad for 

the economy.”

- Peter Adderton, Founder and former CEO, 

Boost Mobile USA 

“No matter how you cut it, 5G is not a legitimate 

justification for this merger.”

- Nicholas Economides, NYU Professor and 

telecom expert

“The biggest problem with this merger is 

that these two companies are each other’s 

biggest competitors for serving middle-

income, budget-constrained wireless 

customers.”

- Gene Kimmelman, Former DoJ antitrust 

official

"The combination of these two dynamic 

companies can only benefit the U.S. 

consumer.“

- Marcelo Claure, Sprint CEO

CFIUS

Sources: T Mobile, Sprint, Literature Search
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The DoJ is likely to conduct an in-depth assessment of this horizontal merger, despite 

the FCC declaring “effective competition” in the mobile services market in 2017

Merger Likelihood: Key Questions

• Does the FCC’s declaration of effective competition in mobile services 

imply they are likely to bless the T-Mobile-Sprint combination?

• How do the DoJ and the FTC evaluate horizontal mergers?

• How concentrated is the U.S. wireless market and how has it evolved 

over time?

• What has increased competitive intensity in the wireless market done for 

consumers?

• How concentrated is the U.S. wireless market vs. other major markets 

around the globe?
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Usage continues to grow at a rapid clip driving increased network investments and U.S. 

operators are in search of growth

U.S. Mobile Services Industry: Macro Trends

• All major U.S. carrier have announced plans to trial and launch 5G networks in 2018/2019

• Operators, led by Verizon likely to integrate mobile and home internet options

• Increased availability of unlicensed and shared spectrum

• LTE using CBRS shared spectrum expected to significantly augment coverage and capacity

o Enterprises & others expected to launch relatively inexpensive but reliable private CBRS LTE networks

• Following T-Mobile and Sprint, all major U.S. operators now offer unlimited data

• With migration of legacy plans to unlimited, accelerating video usage further drives data consumption

• Cable companies are launching wireless offers via MVNO route to arrest cord-cutting

o Current offerings built on wholesale agreement with Verizon Wireless resulting from the SpectrumCo

transaction for AWS licenses

o After a slow start, Comcast has started to gain traction to end Q1 2018 with nearly 600K subscribers

• Significant horizontal merger activity completed and smaller operators have been consolidated

• Industry leaders are attempting to expand vertically within the value chain in search of growth (e.g. video 

– DirecTV, content – Time Warner, advertising – Aol., Yahoo!)

Sources: Comcast
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Merged entity will lead the market in spectrum holdings, but FCC’s 1/3rd screen is not 

expected to trigger significant divestitures

o With 2-3x capacity vs. market leaders, new T-Mobile could continue to compete aggressively on price

Spectrum Holdings – Current and Post-Merger

2017 YE Total Subscribers and Spectrum per Sub*

Million Subs; MHz Spectrum (<6GHz) per Million Subs

Note: Spectrum per sub metric does not account for spectral efficiency or coverage variances across spectrum bands

Source: FCC, FierceWireless, 3HA Research and Analysis

• T-Mobile – Sprint combination will 

lead market with approx. 310 MHz 

pop-weighted average spectrum 

holdings across the U.S.

• Merged entity expected to have 

2.2x spectrum per subscriber vs. 

AT&T and 3.3x vs. Verizon

• FCC review triggered if over 1/3rd

spectrum is with a single entity in 

any market

o However, combined entity 

expected to have less than 1/3rd of 

low and mid-band spectrum in 

most markets

o FCC could demand limited 

divestiture in 2.5 GHz band

Key Takeaways
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In 2017, in a departure from prior years, the FCC declared there was effective 

competition in the mobile services market

o FCC also reiterated that closing the digital divide and furthering the deployment of advanced telecom capabilities is #1 priority

FCC Assessment of Commercial Mobile Services Competition

• Monthly data usage per smartphone subscriber rose to 3.9 GB, an increase of approximately 39% 

from year-end 2015 to year-end 2016

• Wireless data volumes totaled 13.7 trillion MB in 2016, an increase of approx. 42% from 2015

Sources: FCC, CTIA, Recon Analytics, Ookla, 3HA Research and Analysis

Rising Consumer 

Demand & 

Increased Output

• ARPUs declining by 7% YoY in 2016 and price per MB decline continues unabated, having 

declined 99.7% between 2007 and 2017
Falling Prices

Greater 

Investment

Higher Quality of 

Service

Greater 

Innovation

• Since 2010, wireless service providers have invested nearly $250B resulting in 96.6% of 

Americans having a choice of 3 or more 4G LTE service providers

• Robust increase of 63% in LTE speeds since 2014 (through YE 2016)

• Robust competition in developing and deploying innovative technologies including rapid expansion 

of LTE coverage, upgrades to LTE networks alongside 5G trials by all major operators

Increased Access 

to Spectrum

• Significant amount of new spectrum available – E.g., 65 MHz of AWS-3 spectrum, 70 MHz of 600 

MHz spectrum, and 150 MHz in the 3.5 GHz band made available for shared use

• 3,250 MHz of mmWave spectrum made available in 2016 and additional mmW spectrum bands 

being explored
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Market Type 

(Concentration, 

HHI)

Post-Merger Change in 

Concentration

<100
100-

200
>200

Unconcentrated 

(<1,500)

Moderately 

Concentrated 

(1,500 – 2.500)

Highly 

Concentrated 

(>2,500)

DoJ Horizontal Merger Assessment Guidelines

• With increasing convergence of mobile and wired 

broadband on one hand and connectivity and content on 

the other, T-Mobile and Sprint likely to propose a broad 

market definition

• FCC in its most recent assessment, used a very narrow 

definition of only top-5 facilities based wireless operators

Note: FCC and DoJ use the Herfindahl-Hirschman index (HHI), a commonly accepted measure of market concentration (varies from 0 to 10,000)

Sources: DoJ, 3HA Research and Analysis

Market Definition

• Multiple deep-pocketed MSOs launching wireless 

offerings, but without owner economics

o Despite limited distribution, Comcast drove approx. 8% of 

industry’s postpaid smartphone net additions in Q1’18

• Non-traditional companies like Google, Facebook and 

Amazon exploring wireless to support core business

Market 

Participants

Unilateral & 

Coordinated 

Effects Post-

Merger

Upstream Value 

Chain 

Participants

• DoJ will assess the differentiation of mobiles wireless 

services and presence of substitutes (e.g. WiFi)

• Based on AT&T-Time Warner merger lawsuit, DoJ doesn’t 

subscribe to convergence / blurring of competitive lines

o However, department unlikely to contend coordination 

among firms would increase

• Key suppliers including independent tower companies, 

infrastructure vendors and handset OEMs have all 

undergone massive consolidation

o Merger unlikely to harm upstream participants

Market Concentration

No Challenge

Likely Challenge

Certain Challenge

DoJ likely to seek extensive data and input from merging entities to determine impact on 

value chain and to project mobile services market share post-merger

o Using methodology similar to FCC, merger will result in HHI increase of over 350 points to approx. 3,250

T-Mobile – Sprint likely to 

contend that MVNOs are 

viable competitors and need 

to be included in future 

market share calculations



May 2018 8©2018 by Three Horizon Advisors, Inc. All rights reserved.

Mobile Service Market Concentration: Current Status

Segment-wise and overall subscriber share, Service revenue market share and 

Market concentration (HHI)

Note: Calculated HHI based only on 4 nationwide operators overstates industry concentration; Including US Cellular alone reduces overall subscriber and service revenue HHI by ~100 points

Source: FierceWireless, Wireless operator filings; FCC, 3HA Research and Analysis

• Market leaders (AT&T and 

Verizon) have dominant 

position in lucrative 

postpaid market as well as 

the emerging market for 

connected devices

o Combined 76% share of 

retail postpaid market

o Dominant 87% share of 

connected devices

• Market more competitive in 

prepaid and wholesale 

markets

• HHI using either overall 

subscriber share or revenue 

market share are similar

o All segments of U.S. 

wireless market are highly 

concentrated

Key Takeaways

Overall mobile services market is highly concentrated as measured by HHI, with 

individual segments even more concentrated

o Including smaller players (e.g. US Cellular) and MVNOs in the analysis would indicate a significantly more competitive market

o Larger, more urban markets generally more competitive vs. smaller, rural markets

HHI 3,273 2,927 2,815 4,080 2,906 2,897
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The U.S. mobile services market is highly concentrated, yet the market has seen intense 

competition over the past 5 years

Mobile Service Market Concentration: Recent Evolution

Future Outlook

• Cost – Wireless industry characterized by extremely 

high fixed costs

o Both Sprint and T-Mobile each investing only 35% of 

wireless capex vs. market leaders; likely will struggle 

with 5G investments

o Combined investment in one network could lead to 

more competitive network vs. market leaders

• Customer – Market characterized by 4 distinct 

segments

o High value postpaid and high-growth connected 

devices dominated by market leaders; merged entity 

could compete more effectively

o Lower-value prepaid and wholesale customers are 

more competitive; merger would make these segments 

far less competitive – greatest concern for 

regulators

• Competition – Competitive landscape evolving

o MSOs with extensive fiber and WiFi networks in dense 

urban areas and access to unlicensed and shared 

spectrum could offer cheaper alternatives

o Dish with its deep spectrum assets could offer an 

alternative for MVNOs and non-traditional players 

looking for a neutral host network

Competitive Landscape (2013 – Current)

• T-Mobile has led the industry in postpaid smartphone net 

additions since 2013 with “Uncarrier” positioning

o Disruptive moves to eliminate contracts, pay competitor early-

termination fees, remove overage charges, streaming services 

not counting against data limits help grow subscribers

• T-Mobile and Sprint led the way in reintroducing

unlimited to the market

o Market leaders subsequently forced to launch unlimited as well

• Sprint launched its own set of disruptive pricing including 

“Cut your bill in half” promotion 

• T-Mobile only carrier to experience service revenue growth 

since 2013

o While T-Mobile’s service revenue grew 47%, competitors 

experienced declines of 6% - 22%

Top-5 operator HHI (Service Revenue Based)

2013 2014 2015 2016 2017

2,909 2,931 2,896 2,847 2,803

Note: HHI based only on 5 leading facilities-based operators 

Source: FierceWireless, Wireless operator filings, 3HA Research and Analysis
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Subscriber Market Share Basis (Top-4 operator analysis) Service 

Revenue 

BasisRetail -

Postpaid

Retail -

Prepaid
Wholesale

Connected 

Devices
Total

Current HHI 3,273 2,927 2,815 4,080 2,906 2,897

Pro-Forma 

HHI
3,554 4,568 3,838 4,165 3,351 3,239

Change 280 1,642 1,022 85 445 342

Mobile Service Market Concentration: Pro-Forma Post-Merger

Mobile services market will become more concentrated, though a well-capitalized 3rd

national provider could make key segments more competitive in the medium-long term

o A merger of this magnitude with overlapping networks in notoriously hard to execute (e.g. Sprint still recovering from Nextel acquisition 

in 2005)

T Mobile-Sprint Merger - Potential Impact on Industry Competitive Intensity (HHI)

Prepaid and Wholesale 

segments become far more 

concentrated. Regulator could 

require divestiture or price cap 

for wholesale business

Without market share change 

assumptions, expected to 

become even more 

concentrated. In reality 

concentration could decrease

No change in market share 

assumed post-merger, entry 

of MSOs and better-

capitalized 3rd provider could 

make Postpaid and 

Connected Device segments 

more competitive

All calculations based on 4 

national providers alone. 

Including regional, local 

providers and MVNOs will 

significantly lower HHI

This merger is expected to trip the horizontal merger guardrails 

established by the DoJ and FTC

Note: HHI based only on 4 nationwide facilities-based operators 

Source: FierceWireless, Wireless operator filings, 3HA Research and Analysis
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Across geographic regions, the mobile services market is highly concentrated

o Irrespective of whether 3 or 4 nationwide operators exist, market concentration varies between 2,500 and 3,700

o Digital Pioneers present only in the Americas and Asia Pac, regions that have had more accommodative regulatory regimes recently

Mobile Services Market Concentration: Global Benchmarking

4

3

3

3

3

3

4

4

4

USA

Japan

S Korea

Canada

Germany

Italy

UK

France

Spain

Note: Countries categorized as Digital Pioneers or Connected Players by GSMA Intelligence based on adoption rates of advanced technologies, i.e., 4G networks and smartphones

Sources: GSMA, Wireless operator filings, 3HA Research and Analysis

Digital Pioneer Connected Player

Number of Nationwide Wireless Operators

S Korea

Japan

USA

UK

Canada

Germany

Spain

Italy

France

 2,000

 2,500

 3,000

 3,500

 4,000

 2,000  2,500  3,000  3,500  4,000

Highly 

Concentrated

Highly 

Concentrated

Digital Pioneer Connected Player

Market Concentration (HHI) Based on Revenue and Subscriber Market Share

HHI – Service Revenue Share

HHI –

Subscriber 

Market Share

US one of the 

lesser concentrated 

markets
3 of 4 Digital 

Pioneers only have 

3 nationwide 

operators
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In high-income countries across geographic regions, mobile service pricing has zero

correlation with market concentration as measured by HHI

o Citizens in Digital Pioneer countries spend a greater percentage of income on mobile services, likely for advanced services

o EU citizens spend lower share of income on mobile services, but suffer from poorer quality networks

o U.S. mobile broadband price index second only to UK

Market Concentration Vs. Pricing

S Korea

JapanUSA

UK

Canada

Germany

Spain

Italy

France

0.3%

0.7%

1.1%

1.5%

 2,000  2,500  3,000  3,500  4,000

Digital Pioneers

Connected Players

Digital Pioneer Connected Player

HHI – Service Revenue Share

Wireless 

Spend as 

% of GNI

Correlation of Wireless Service Pricing with Market Concentration

R2 = 0.00

92.9

91.6

91.2

85.3

82.7

82.1

70.2

60.7

41.8

Spain

Canada

Italy

S Korea

France

Japan

Germany

US

UK

Digital Pioneer Connected Player

Mobile Hedonic Broadband Price Indices (PPP)

Note: Countries categorized as Digital Pioneers or Connected Players by GSMA Intelligence based on adoption rates of advanced technologies, i.e., 4G networks and smartphones

Hedonic index includes adjustments for demographics and quality

Sources: GSMA, The World Bank, FCC, Wireless operator filings, 3HA Research and Analysis

EU mobile services 

spend adjusted for 

demographics & 

quality does not 

appear to be cheap 

vs. Digital Pioneer 

countries
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Market concentration does not seem to be correlated with 4G LTE download speeds

o Operator network investments using download speeds as a proxy is not influenced by level of market concentration

o S Korea and Canada, poster children for concentrated mobile markets offer consumers the highest download speeds

Market Concentration Vs. Operator Investments / Quality of Network

S Korea

Japan

USA

UK

Canada

Germany

Spain

Italy
France

15
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45

 2,000  2,500  3,000  3,500  4,000

Digital Pioneer Connected Player

HHI – Service Revenue Share

Average 

Download 

Speed 

(Mbps)

Correlation of Average 4G LTE Network Speeds with Market Concentration

R2 = 0.17

Note: Countries categorized as Digital Pioneers or Connected Players by GSMA Intelligence based on adoption rates of advanced technologies, i.e., 4G networks and smartphones

Sources: GSMA, OpenSignal, Recon Analytics, Wireless operator filings, 3HA Research and Analysis

• Regulators have a key role in 

making their countries and 

regions the pioneers of next 

generation wireless technology

o Europe led in 2G, Japan in 3G 

and U.S. in 4G

o Beginning 2010, FCC adopted 

smart policies including 

increased spectrum 

availability, flexible use of 

spectrum across technologies 

and accelerated cell siting 

rules

• Empirical data shows market 

concentration does not impact 

innovation and investments by 

operators

• Leadership in 5G could drive 

lower costs, greater consumer 

surplus, and expanding mobile 

services employment
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Regulatory review is expected to be an extended process (1 year+) and will likely result 

in a challenge and / or onerous set of pre-conditions for approval

Conclusions
LowLow-MedMed-High

Regulatory Risk Assessment

CFIUS

• T-Mobile is German controlled - CFIUS review is likely

• However, both T-Mobile and Sprint are controlled by 

foreign entities and have been through such reviews

• Germany does not normally figure as a national 

security threat, so review is likely to be straightforward

• In 2017, the FCC concluded that there was effective 

competition in the industry despite high HHI

• FCC’s #1 priority is to close the digital divide and 

encourage deployment of advanced telecom 

capabilities

o Likely to support a transaction that could drive higher 

investments and foster innovation

• The DoJ’s approach especially for horizontal mergers 

has historically employed a rigid standard

• The proposed merger will result in an HHI increase of 

over 350 points to approx. 3,250

o Market concentration in key sub-segments is likely to 

increase even further

• Challenge of AT&T - Time Warner merger indicates an 

aggressive approach towards merger in this sector

• Given historical precedence and 

magnitude of increase in market 

concentration resulting from the 

proposed merger, DoJ is likely 

to challenge

• Alternatively, onerous 

conditions may be imposed on 

the merging entities, including:

o Enhanced coverage obligations, 

especially in rural areas

o Affordable pricing plans or cap on 

price increases for an extended 

period

o Competitive wholesale network 

offering

o Mandatory participation in future 

spectrum auctions

o Divestiture of spectrum and / or 

entry of a new player (à la French 

low-cost provider Iliad’s entry in 

the Italian market as a pre-

condition to Wind and Three 

Italia’s merger approval)

o Divestiture of prepaid brand(s)

Likely Outcomes

Note: HHI based only on 4 nationwide facilities-based operators 

Source: FCC, Wireless operator filings, 3HA Research and Analysis
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