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Extended abstract

Research question: How has the expansion of the European Union (EU) from 15 to 27 countries affected the strategic behaviour of mobile telecommunications operators?

Methodology: The first step is to produce a series of databases. These include a complete record of where the various operators operated as of 1 January 2007 together with proportionate (adjusted for equity stakes) subscriber numbers; the market positions of the eleven main pan-EU operators; the degree of concentration in EU markets; the list of operators present in at least two accession markets; and the EU holdings listed individually for eight major pan-EU operators. These databases are then combined with a brief five-year historical analysis of operator strategies in Europe to determine whether the accessions of 2004 and 2007 have as yet affected, or are likely to affect, the strategies of the main operators.      
Content: It is to be expected that the expansion of the EU from 15 to 27 countries, combined with the fact that the main accession countries all lie to the northern and eastern edges of the Union, will have a noticeable effect upon the strategic behaviour of mobile telecommunications operators, primarily those within the pre-accession EU but also possibly those within the accession countries. One obvious reason for this is that EU regulations require freedom of movement and the removal of devices such as golden shares that can be used to control the strategic behaviour of incumbents. Furthermore, it is now the norm for state holdings to be sold off within the EU. Finally, the opening up of eastern Europe was expected to lead to the issuing of new licences both for GSM and 3G.

The 2004 and 2007 accessions were signalled well in advance so operators had plenty of time to determine how they should react. However, they could not be sure of the reactions of their main competitors so it was a matter of priorities. Some of these looked straightforward – for example, Deutsche Telekom could be expected to make a move to build up its influence in the east while Scandinavian operators could be expected to build up holdings in the Baltics. But that did not rule out the possibility of surprises – for example, accession did not appear to be of interest to the likes of Telefónica with its concentration upon South America.

It must also be borne in mind that the period prior to the 2004 accession was the aftermath of the telecoms meltdown of 2000-2002 so most operators were still trying to adjust to the consequences of that traumatic period. Although the worst was over by 2003, it was nevertheless an awkward time to be thinking of how to take advantage of the new opportunities represented by accession, not to mention that there was a severe question-mark over operators’ abilities to finance any expansionary moves in the context of stock market scepticism about whether such behaviour could possibly show a decent rate of return.

In order to disentangle these issues it is necessary to have a clear view of the data. A major contribution of this paper is that it is underpinned by a series of databases, as noted above, that allow for detailed analysis of operators’ strategies during the period 2002-2007. These databases are unavailable in the public domain and have been assiduously collected over a period of several years. Unlike much of the data published on the Internet and the media, they are therefore extremely accurate and can be used to determine on an ‘actions speak louder than words’ basis how operators have responded to the 2004 and 2007 accessions. The paper therefore makes an original contribution to the analysis of operator strategic behaviour within the EU. 
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