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Tensions between AT&T and the Federal Communications Commission (FCC) are rising 

over the proposed merger of Dallas-based AT&T and the German parent corporation of T-Mobile, 

Deutsche Telekom.  After FCC Chairman Julius Genachowski announced on November 22nd that 

the agency would move to block the merger, AT&T and T-Mobile requested to withdraw their 

application for merger from the FCC on Thanksgiving, November 24th. While it is still unclear if 

the FCC was obligated to permit AT&T and T-Mobile to withdraw their application without 

prejudice, meaning that they will be able to re-file at any time, the FCC allowed it on Tuesday, 

November 29th.  At the same time, the FCC released a lengthy staff memorandum outlining the 

numerous factors that persuaded them to move to block the merger. 

The FCC has expressed concern about this merger for a number of reasons, primarily for 

the effects it would have on marketplace competition and the general public, including higher prices 

and massive job loss.  AT&T has rebutted these claims, asserting that the merger would bring at 

least 5,000 previously outsourced jobs back to the U.S., as well as create up to 96,000 new positions 

as they invest in expansion of broadband services. Additionally, AT&T argues that this expansion of 

broadband services, including increased availability of internet access in rural areas, will help 

accomplish one of President Obama’s top goals of rebuilding the floundering economy. 

This merger would substantially shift the balance of power in America’s wireless industry.  

AT&T, currently the second largest provider with 101 million wireless subscribers, would become 

the largest in the nation upon acquiring the fourth largest company, T-Mobile, and its 34 million 

subscribers.  Verizon Wireless is currently the nation’s largest wireless provider with 108 million 

subscribers, but would fall into second place after the merger.  The number three provider, Sprint 

Nextel Corporation with 53 million subscribers, would be relegated to the second tier, as it is half 

the size of its nearest competitor.  While the FCC’s assertions that the proposed merger would 

reduce competition in the wireless market and create higher prices for consumers may seem a bit 

extreme, especially considering T-Mobile’s relatively small clientele, advocates are quick to point out 

that an independent T-Mobile helps keep larger corporations in check because they frequently offer 

cheaper mobile plans than their competitors.   



Besides the suggestion that the withdrawal of the FCC application was an effort to focus on 

the lawsuit with the Department of Justice (DoJ), it has also been speculated that the withdrawal of 

the FCC application was a tactical move to avoid having to publicly disclose documents which show 

the negative impacts of the merger. These documents could suggest job losses and outsourcing of 

capital, and could be used both by the FCC and the DoJ in their efforts to halt the merger.  The 

timing of this tactical move was particularly advantageous for AT&T and T-Mobile because the 

markets were closed on Thanksgiving, and Black Friday is generally a slow trading day.  This is very 

important to both carriers because if stock prices were to fall, it would indicate a lack of investor 

confidence, something they will require to survive the remainder of this arduous process. 

AT&T, facing up to $4 billion in penalties if they fail to gain government approval by 

September 2012, is firing back at the FCC.  They claim that the FCC report is a one-sided advocacy 

piece authored by people who were predisposed to oppose the merger.  They are also quick to point 

out that, because the document was not voted on by the commissioners, it has no legal force and its 

credibility has been called into question.  Additionally, AT&T claims that the report ignores 

significant facts that would have hurt the FCC’s arguments against the merger.  While the FCC 

stands behind the memorandum, AT&T challenges it, saying that they were not given the fair and 

objective analysis they are entitled to. 

The release of this document is beneficial for both the advocacy groups in opposition to the 

merger as well as DoJ, because both groups can use its findings to make their cases.  It details a 

number of inconsistencies between AT&T’s public arguments and their confidential documents.  

Additionally, it strengthens arguments that this may be a violation of antitrust law. 

This battle is far from settled, and the war will be waged in the media for months to come.  

While the ultimate outcome is still unclear, it is probable that the DoJ lawsuit will be put on hold 

until the application is re-filed and reviewed. One thing that’s certain is that this will be a messy, 

public fight between the FCC and AT&T. 
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