Effecting entry into the European mobile telecommunications industry in the wake of accession
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Extended abstract

Research question: How has the presence of 3G licences affected entry into the European mobile telecommunications sector?

Methodology; A database of all 3G licensees in Europe, broadly defined, is constructed. The identity of new entrants among them is then established. In total, it is possible to identify 36 3G new entrants across Europe as of 31 January 2007. A new entrant is defined here either as a 3G licensee that does not have already a 2G licence or as a bidding consortium not majority owned by a 2G licensee in the market where it is bidding for a 3G licence. The history of these new entrants is studied to discover which have not survived and why. The set of survivors is examined to analyse why they have survived and their medium-term prospects.
Content: This paper focuses on new entrants within the European mobile telecommunications industry which is arguably the fastest growing sector in both the EU and Europe as a whole. The structure of the mobile telecommunications industry within Europe has been undergoing significant structural changes. Most of these have been brought about by M&A activity but this largely involves incumbent operators. Little attention has been paid to how competition has been affected by new entry as an independent factor. However, with virtually all 2G (GSM) licences already issued, there is almost no opportunity to use new entry to affect competition in the 2G market directly. It is evident that a competitor that gains entry via a takeover leaves the competitive structure of the market unchanged, at least initially. Hence, the only way to approach the issue of improving competitiveness is to use the relatively recent process of issuing 3G/UMTS/W-CDMA licences which perforce require incumbents to provide roaming facilities on their 2G networks. To this end, the paper identifies those new entrants that have emerged from the third-generation (3G) licensing process across Europe before examining how they have fared. 
The list of new entrants proves to be quite extensive, consisting both of incumbents in one country trying to gain access to another – usually as part of a consortium – and companies with very little prior experience of the mobile sector. However, a detailed examination of the operators falling into the former group such as Orange, TeliaSonera and Telefónica demonstrates that they have met with almost total failure. The prospects for some non-incumbent entrants have yet to be determined since some. of the licences have only been recently issued, but they are anyway mostly too small to make a difference. However, one of them – Hutchison Whampoa, which qualifies for this latter group because its 2G networks are entirely located outside Europe – is considered to be fully active as a 3G new entrant. Although Hutchison Whampoa is unique in that it is a completely new entrant to Europe yet has 2G experience elsewhere, this is not necessarily a good thing because the cost of 3G licences and network roll-outs has been fairly prohibitive and most of the company’s initial collaborators such as KPN and DoCoMo have given up the ghost. It is argued that the success of Hutchison Whampoa to date within Europe where it trades as ‘3’ has been patchy. A supportive parent company has significantly contributed to its ability to remain active but its medium-term prospects are a matter of much debate.
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