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9.4.1 The vast majority of the claimed efficiencies are not merger-specific:  

(a) Investment to sustain growth: Formal consolidation would not be required 
to sustain the investments outlined in the BT report.  For example, the 
investments by BT and EE in the deployment of an inside-out network, 
G.Fast, small cell networks and 5G services were anticipated to occur (and 
indeed, in some cases, were already occurring) absent the merger.42 They 
are responses to an explosion in the demand for data, and in particular 
mobile data, which is occurring independent of the merger. 

(b) Innovation: BT claims that a consolidated BT-EE would be more likely to 
engage in innovation.  However, in fact, it appears less likely that a 
consolidated BT-EE, with an infrastructure owner’s mind-set and a 
significantly enlarged customer base would be as motivated to innovate 
aggressively.  As a standalone challenger in the retail mobile market, 
entering as a super-MVNO with no existing mobile customer base, BT 
would have much more of an incentive to innovate in order to win 
customers from the established MNOs and MVNOs.  Industry analysts 
have echoed the view that, to date, network innovation in mobile markets 
has been more likely to come from outside the established mobile network 
owners.43 BT’s attempts to foreclose access to local fixed infrastructure 
also extends to only offering a narrow range of wholesale products that 
leaves little room for innovation from downstream competitors, as 
evidenced by the range of wholesale products available for SFBB and (to a 
lesser extent) standard broadband respectively. The merger is likely to 
stifle such third party innovation.  

9.4.2 The claimed efficiencies are unlikely to benefit customers overall: 

(a) Consolidation to reduce costs: The consolidation anticipated by the 
Proposed Transaction is transformational for the market landscape, and 
for all the reasons set out above is likely to significantly undermine rivals’ 
ability to compete.  As the history of infrastructure-based LLU competition 
has demonstrated, effective competition between scale players is more 
likely to deliver consumer benefits in terms of lower pricing and innovative 
offerings.  Although the merging parties claim that significant cost 
synergies arise from the Proposed Transaction, there is no guarantee that, 
even if such synergies are realised, they will be passed on to end-
customers.  Indeed, BT’s retail strategy to date has been overwhelmingly 
characterised by pricing at the top end of the market for its retail standard 
fixed broadband products44, despite being able to benefit from the 
economies of scale arising from being the largest fixed network operator in 
the UK.        

(b) “HetNets” to reduce costs: The claims that the merged entity could use 
“HetNets” (i.e. hybrid network services) in order to reduce costs, again 

                                                                  
42  For example, in its May 2014 results presentation, BT discussed details of its “inside-out” network, in 

particular at slide 35 http://www.btplc.com/Sharesandperformance/downloads/PDFdownloads/q414-slides.pdf.  
EE had announced investments in 5G research in 2013: http://www.telegraph.co.uk/technology/mobile-
phones/10836838/EE-plans-5G-network-by-2022.html and earlier this year announced a 3 year network 
investment plan which would support the development of  5G services: http://ee.co.uk/our-
company/newsroom/2015/02/11/ee-commits-to-new-network-investment-plan.  

43  See Analysys Mason report on the Proposed Transaction and the merging parties’ efficiency claims: 
http://www.analysysmason.com/BT-EE-acquisition-UK-Jun2015-RDTW0-RDTN0/.  

44  Although Sky notes BT’s lower-priced Plusnet standard broadband brand, this is not sold at the scale of BT’s 
mainstream offering.   
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