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Summary
Federal and state antitrust enforcers are currently
reviewing the proposed merger of Sprint and T-Mobile,
which would cut the number of national players in the U.S.
wireless industry from four to three. One aspect of the
merger that has received little attention is its impact on
competition in the local labor markets for retail wireless
workers.

In this paper, we draw upon a nascent but fast-growing
empirical economics literature on the earnings effect of
labor market concentration to estimate how the Sprint–T-
Mobile merger would affect earnings of workers at the U.S.
stores that sell the wireless services of the merging firms
and their competitors.

Our analysis begins with existing research on how much
the merger would increase labor market concentration in
the U.S. labor markets where both Sprint and T-Mobile are
active. That is significant, because concentration of
employers is one of the reasons we expect that labor
markets are monopsonized as a matter of course.
Monopsony power is when employers have power to set
wages unilaterally, and workers generally earn less than
they are worth. Concentration of employers confers
monopsony power because workers lack the job
opportunities that would ensure pay would track their
productivity.

We then apply estimates of the effect of concentration on
earnings from three recent studies. We find that the merger
would reduce earnings in the affected labor markets.
Specifically, in the 50 most affected labor markets, we
predict that weekly earnings would decline by $63 on
average (across markets) using the specification with the
largest magnitude, and $10 on average using the smallest-
magnitude specification. These weekly earnings declines
correspond to annual earnings declines of as high as
$3,276 (or $520 under the smallest-magnitude
specification).

Researchers have found that unionization mitigates the
earnings-reducing effect of concentration. Thus, one of the
reasons why the economy has become more
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monopsonized over time is that worker power has been reduced through declining union
coverage. For the retail wireless labor markets we study, Change to Win estimates that the
unionization rate is approximately 9 percent.

The earnings decline we predict reflects the fact that in nearly all of the commuting zones
where both merging parties are active (the labor market definition we use here), the
change in the Herfindahl-Hirschman Index (HHI) measure of concentration due to the
merger would exceed 200 HHI, which is the threshold for triggering enforcement
concerns under the federal government’s Horizontal Merger Guidelines. And literally all of
the commuting zones that have wireless store locations would have a post-merger labor
market concentration that exceeds the threshold for “highly concentrated”—2,500 HHI
under the Horizontal Merger Guidelines.

The idea that labor market impact should be considered in reviewing mergers represents
a departure from the antitrust enforcement status quo. But given the reality of monopsony
power in labor markets, it is a departure that antitrust enforcers themselves have agreed is
necessary. In recent Senate testimony, Federal Trade Commission (FTC) Chairman Joseph
Simons said that he had directed FTC staff to consider labor market impact for every
merger the agency reviews, and the principles that he said should guide such an analysis
align with the approach we take in this paper.

Enforcers with a mandate to preserve competition must take labor markets as well as
product markets into account when assessing competitive effects of any merger or
conduct they might review. That includes the federal agencies reviewing this merger—the
FCC and the Department of Justice Antitrust Division—as well as state attorneys general
and public utility commissions. In this paper, we provide a current example of how that
could be done.

Finally, antitrust enforcement, and merger review especially, are insufficient policy
responses to the problem of monopsony. Unionization has been shown to mitigate the ill
effects of employer concentration on wages, presumably because it provides for
commensurate countervailing power. Antitrust alone will never be a solution to the crisis of
worker power in this country. It must be considered alongside such policies as increasing
the minimum wage, ensuring macroeconomic full employment, increasing progressive
taxation, improving labor standards and their enforcement, and mitigating shareholder
power over companies that comes at the expense of other stakeholders.

Introduction
Government has a legitimate and long-established interest in reviewing the impact of
mergers on competition. That interest has, until now, been almost entirely focused on the
way in which mergers affect competition in the markets for the goods and services that the
merging parties sell. Recent research in labor economics, however, emphasizes that the
concentration of employers in labor markets can have a significant negative impact on
wages.1 Some of that research also finds that such wage-setting power on the part of
concentrated employers can be counteracted by the unionization of workers.
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This new research has profound implications for merger review, because it establishes
that profit-maximizing firms in concentrated labor markets would use their market power to
harm workers as well as or in addition to harming customers. That possibility necessitates
an expansion of antitrust enforcers’ mandate to analyze competitive effects in labor
markets as well as product markets as a routine part of reviewing mergers.

The proposed merger between Sprint and T-Mobile threatens to reduce competition in
wireless telecommunications services by eliminating one of the existing four providers of
such services in the United States. An analysis conducted by the Communications Workers
of America (Goldman, Grunes, and Stucke 2018) estimates that a standard measure of
industry product market concentration, the Herfindahl-Hirschman index (HHI),2 would
increase from 2,811 to 3,243 in wireless as a result of this merger. This increase places HHI
in wireless squarely above the thresholds for enforcement action established by the
Horizontal Merger Guidelines promulgated by the Antitrust Division of the U.S. Department
of Justice and the Federal Trade Commission (FTC) (Goldman, Grunes, and Stucke 2018).3

We already know that the telecoms sector in the United States suffers from lack of
competition, despite—or perhaps, because of—the deregulatory agenda of the
Telecommunications Act of 1996 (Hwang and Steinbaum 2017). For that reason, further
consolidation would be poor economic and sectoral policy. And simply by virtue of the
structural presumption for illegality established by United States v. Philadelphia National
Bank,4 the merger would violate the Clayton Act. This is not only problematic for
consumers: this merger would diminish competition for workers and lead to a deterioration
in wage and employment conditions.

In this paper, we turn to the merger’s effect on the labor market for retail workers who sell
electronics and related services, specifically the subset who sell wireless equipment and
services. Wireless equipment and services, including repairs, are sold to consumers
through brick-and-mortar retail locations that are either corporately owned by the service
providers or authorized dealers of those suppliers. In addition, the licensees of wireless
spectrum sell their telecommunications services on both a prepaid and a postpaid basis,
with AT&T, Sprint, and T-Mobile each having a prepaid services affiliate. For the purpose of
this analysis, we consider geographic labor markets at the commuting zone level, and we
define the “line of business” as retail workers selling wireless services in stores either
owned or affiliated with the prepaid or postpaid services of the two merging parties (Sprint
and T-Mobile), as well as their competitors Verizon and AT&T.

We report the effect of the merger on concentration in labor markets defined by retail
wireless store employment by commuting zone, and we predict how increased
concentration would be likely to affect retail wireless workers’ earnings in each market. To
do that, we use four recent empirical estimates of labor market concentration on earnings.
Given that all of the estimates find a negative earnings effect of higher concentration, we
predict the same, with variation based on the specification used and the change in
concentration in local labor markets as a result of the merger. We find that average weekly
earnings for retail wireless workers would decline by as much as 7 percent in the
specification with the largest magnitude, while in the bulk of the labor markets affected by
the merger, earnings would decline by between 1 and 3 percent. For the 50 most affected
labor markets, those percent changes correspond to a decline in weekly earnings of $63
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on average for the largest-magnitude specification, and a decline of $10 for the smallest-
magnitude specification.

In short, enforcers with a mandate to preserve competition must take labor markets as well
as product markets into account when assessing competitive effects of any merger or
conduct they might review. In this paper, we provide a current example of how that could
be done.

In the first section, we identify broad trends in the labor market for retail workers who sell
wireless equipment and services. We also review the recent literature on monopsony
power in labor markets. In the second section, we explain how labor markets are defined
for the purpose of predicting the impact of the Sprint–T-Mobile merger and present the
employment concentration calculations used to make our predictions. We then explain
how post-merger counterfactuals are implemented and report our results. In the third
section, we summarize our policy recommendation for this merger and for merger review
in labor markets in general and as a matter of ongoing competition enforcement.

The labor market for retail workers in
electronics and the wireless subsector
The economics literature on industrial organization in retail points to a tug of war between
two trends: big-box and chain stores replacing single establishment firms or smaller
chains, and the move from brick-and-mortar retail stores to e-commerce (Hortacsu and
Syverson 2015). For many years following the rise of Amazon, eBay, and other companies
using e-commerce platforms, the former remained the dominant trend, with total
employment and output in brick-and-mortar retail growing as commerce moved to
establishments with a larger sales volume. The effect was both to increase the revenue
product of retail employees (total revenue divided by employment) and to reduce labor’s
share of value-added in the sector (Ganapati 2018).

It is only in the last few years that we have seen the “end of retail,” or at least the
beginning of the end of retail, as e-commerce platforms have made substantial
improvements to their logistics networks that provide a greater online shopping
convenience than that offered by the prototypical shopping mall or big-box store. Since
2016, employment has flatlined in retail even as jobs have been added in the overall
economy (BLS 2018). A number of high-profile bankruptcies, such as those of Toys R Us,
RadioShack, and Sears, as well as notable financial difficulties of chains such as Staples
and Barnes & Noble, have added to the sense that the era of brick-and-mortar retail is
coming to an end. The involvement of private equity funds, which loaded up their portfolio
companies with debt to take a quick dividend, seems to be hastening the trend.

For the purpose of this paper, we first report on labor market outcomes for workers in
North American Industry Classification System (NAICS) industry 443142, retail
establishments selling electronic equipment and related services. This industry includes
the wireless retail outlets vending the products and services of the merging parties Sprint
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Figure A Total employment in the retail electronics industry has
declined slightly since 2000
Employment in electronics stores, 1990–2018

Source: Authors’ analysis of Bureau of Labor Statistics Current Employment Statistics data
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and T-Mobile and their main competitors, AT&T and Verizon, including their prepaid
services affiliates. Our aggregate time series data going back to 1990 come from the
Bureau of Labor Statistics’ Current Employment Statistics program, which reports
outcomes for workers by detailed industry classification nationally.

As shown in Figure A, employment in the retail electronics industry reached its peak at
around 450,000 at the end of the economic boom of the late 1990s, and since then has
been declining, probably as commerce moved from smaller establishments specializing in
electronics to big-box chain stores like Walmart, Best Buy, and Target with higher revenue
per worker and from brick-and-mortar establishments to e-commerce. We see the total
employment in this industry declining during recessions and failing to rebound during
expansions—and most recently, declining outright since 2016 even during a relatively tight
labor market.

The wireless telecoms sector is a significant component of this industry. Researchers at
Change to Win (2018) estimate total retail employment among AT&T, Verizon, Sprint, T-
Mobile, and their prepaid affiliates (including both corporate stores and authorized
dealers) is currently approximately 220,000.

As establishment size has increased, employment has become concentrated among fewer
industry players. This is true for the economy overall, for retail overall, and for subsectors
of retail. Big-box stores were always a concentrated industry nationally—hence, their ability
to underprice the competition by obtaining price concessions from wholesalers—and as
big-box stores have gained market share, the sector as a whole has become
compositionally more concentrated. Rinz (2018) tracks how much more concentrated the
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2-digit NAICS sectors 44–45 (encompassing all retail) have gotten between 1980 and 2015
when measured by employment: their HHI nationally increased from 200 at the start of the
period to 1,000 in 2015. In past research, we have linked concentrating employment to
declining “business dynamism” and labor mobility: as employers become fewer, workers
stay in a given job longer due to the absence of outside job offers that might entice them
away (Konczal and Steinbaum 2016).

Recent research confirms that while concentration has increased economywide, including
in retail employment, local labor markets have become less concentrated (Rossi-
Hansberg, Sarte, and Trachter 2018; Rinz 2018). The reason is that national chains and big-
box stores are growing by entering local markets without completely replacing local firms
or chains, increasing the number of local competitors. However, the trend in local labor
market concentration remains unclear, as other studies (e.g., Ganapati 2018) find that local
labor markets are increasingly concentrated, with the discrepancy arising from differing
treatment of local markets (defined by industry and geography) in which there is no
employment and there are no active firms at a given time.

As shown in Figure B, real hourly wages and weekly earnings for retail workers
rebounded from the losses the sector experienced during the Great Recession, but since
then, they’ve been stagnant (except for monthly fluctuations). This trend mirrors similar
economywide wage stagnation, a puzzle given the low unemployment rate. It is exactly
that puzzle that has given rise to the recent academic and policy interest in employer
power to set wages—“monopsony power,” broadly defined—as an explanation.5

There is good reason to believe that monopsony power in the U.S. economy has been on
the rise in recent decades. The share of workers who belong to a union or whose terms of
employment are collectively bargained has been on the decline since the 1950s. The
“bite” of the minimum wage—its value as a share of median earnings—has similarly been
declining (Cooper, Mishel, and Schmitt 2015). Both of these trends—declining unionization
and the eroding value of the minimum wage—imply that employers have wider discretion
to set wages.

Other evidence of rising monopsony power includes the trends of declining job-to-job
mobility, along with the flattening earnings–tenure relationship for workers who remain at
a single job, and rising inequality of earnings for workers working in different firms, as low-
wage workers are increasingly excluded from high-wage firms as a way of limiting profit-
sharing (Hyatt and Spletzer 2016; Molloy et al. 2016; Song et al. 2018). In both
experimental and natural settings, employers are observed to face low elasticities of labor
supply, meaning that they can vary the wage they pay substantially without fear that their
workers will leave for their competitors or exit the labor market entirely (Webber 2015;
Dube, Giuliano, and Leonard 2015; Dube et al. 2018). Furthermore, the fact that legislated
increases in the minimum wage have been found not to have an adverse impact on
employment implies wage indeterminacy in the employment relationship, which is also an
implication of monopsonized labor markets as opposed to competitive ones (Cengiz et al.
2018).

Another reason to think that monopsony power is increasing in the economy is that the
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Figure B Worker earnings in the retail electronics industry are
highly procyclical, but have been stagnant since 2011
despite the economic expansion
Average real earnings in electronics stores, 1990–2018

Note: Earnings are in August 2018 dollars.

Source: Authors’ analysis of Bureau of Labor Statistics Current Employment Statistics data
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“large firm wage premium” has declined—and in fact it has been erased in retail. The large
firm wage premium is the earnings advantage that otherwise-similar workers at large firms
enjoy relative to their counterparts at small firms. The differential has become negative in
retail, meaning that workers at large firms earn less than their counterparts at small ones
(Bloom et al. 2018). This is likely due to the prevalence of low-wage, high-turnover
business models at dominant chains like Walmart as the value of the minimum wage has
eroded along with other labor standards and union coverage has dwindled.

Why is the declining large-firm wage premium evidence of monopsony power? Because it
likely arises from the fact that large, economy-leading firms operate in a systematically less
egalitarian manner than they once did. In the past, large firms served to compress the
earnings distribution among their workers (Weil 2014). One reason that has ceased to be
the case is ease of outsourcing, which in turn sharpens the threat that can be wielded
against workers who might otherwise make claims on the profitability of leading
enterprises by demanding higher wages (Dube and Kaplan 2010).

For all of these reasons, we expect that the labor markets for the retail workers who would
be affected by the Sprint–T-Mobile merger are monopsonized. This has profound
implications for the competitive impact of such a merger in the relevant labor markets. We
would expect that employers who face upward-sloping labor supply curves thanks to their
monopsony power would maximize profits by using that power to depress wages.
Numerous recent publications point to such an effect as harm to competition within the
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meaning of the Clayton Act (Ohlhausen 2017; Hemphill and Rose 2018; Marinescu and
Hovenkamp 2018; Naidu, Posner, and Weyl 2018). Moreover, the Horizontal Merger
Guidelines recognize that harm to competition in upstream markets as a result of a merger
is grounds for blocking it, even in the absence of harm to competition downstream.

The reality of monopsony power in input markets contravenes the standard case of
merger review in the presence of oligopoly power in output markets: that increased prices
due to enhanced market power are to be balanced with merger efficiencies in the form of
lower input costs in order to determine whether the merger threatens to reduce consumer
surplus. In that standard case, any market power used to reduce the marginal cost of
inputs without raising the price of output is considered to add to, rather than detract from,
aggregate welfare (Glick 2018). The reality of monopsony power in labor markets implies
the contrary: that market power is used to reduce aggregate welfare by restricting
employment and lowering wages to increase private profits. That economic intuition
establishes the legal relevance of the empirical exercise in the following section because
any reduction in wages post-merger likely reflects the monopsony power that the Clayton
Act is meant to prevent in its incipiency.

The earnings effect of the
Sprint–T-Mobile merger
Three recent working papers estimate the effect of employer concentration in labor
markets on earnings: “Labor Market Concentration” (Azar, Marinescu, and Steinbaum
2017); “Strong Employers and Weak Employees: How Does Employer Concentration Affect
Wages?” (Benmelech, Bergman, and Kim 2018); and “Labor Market Concentration,
Earnings Inequality, and Earnings Mobility” (Rinz 2018). Each of these papers defines labor
markets slightly differently and each uses many specifications to estimate the effect of
concentration on earnings. In this section, we apply estimates from those papers to
predicted changes in labor market concentration in wireless retail resulting from the
Sprint–T-Mobile merger.

The labor market definition used here is by commuting zones and by retail employment by
the merging parties, their prepaid affiliates, and their wireless competitors, including both
corporate-owned and authorized-dealer stores. Geographically, the market definition
closely matches that of the papers by Azar, Marinescu, and Steinbaum (2017) and Rinz
(2018). It is wider than the county-level market definition used by Benmelech, Bergman,
and Kim (2018). The “line of business” dimension is probably narrower here than in any of
those papers (and narrower than even the six-digit NAICS sector analyzed in the previous
section, which included more than just retail establishments selling mobile
telecommunications services, equipment, and repairs). The papers we use to estimate
earnings effects employ either the 4-digit SIC code definition (Rinz 2018; Benmelech,
Bergman, and Kim 2018) or the 6-digit occupations in the Standardized Occupational
Classification system (Azar, Marinescu, and Steinbaum 2017). Although we do not use them
here, Azar, Marinescu, and Steinbaum (2017) also include a specification at the job title
level in their vacancy regressions. And Benmelech, Bergman, and Kim (2018) are able to
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perform their regressions within firms, using variation in market concentration among the
plants where those firms are simultaneously hiring. Both of those specifications narrow the
market definition considerably, without finding substantially different results in terms of the
magnitude of the estimated earnings elasticity to measured concentration.

The aforementioned studies of firm-level labor supply elasticities imply that narrow market
definitions are appropriate in labor markets. So does a now-substantial literature on low
worker mobility in labor markets across both geography and occupation (Yagan 2018;
Bartik 2018). The typical market definition exercise in antitrust is critical loss analysis, which
uses substitution elasticities to investigate the market definition in which it would be
profitable for a “hypothetical monopolist” to increase prices. If consumers would switch
away, rendering the increase unprofitable, then the market is defined too narrowly and
should be broadened to include the alternatives to which they would switch. If it would be
profitable for a hypothetical monopolist to raise prices, then the market is defined too
broadly and should be narrowed. Recent Congressional testimony by Federal Trade
Commission (FTC) Chairman Joseph Simons validates this critical loss analysis approach to
antitrust market definition for labor markets (Simons 2018).

Azar, Marinescu, Steinbaum, and Taska (Azar et al. 2018) apply this logic to the labor
market with a “hypothetical monopsonist” test, and, given the supply elasticities in Dube et
al. 2018 and Webber 2015, conclude that an occupation-by-commuting-zone market
definition is probably conservatively large and the right market definition in labor markets,
maybe even at the level of a single firm. A similar argument is made by Naidu, Posner, and
Weyl (2018). So while it is likely that workers outside the retail wireless sector might apply
for jobs in that sector, employers nonetheless have a significant amount of unilateral
power to set wages.

Our concentration data set was constructed by researchers at Change to Win as follows.6

They located retail outlets (by latitude/longitude coordinates) by scraping the websites of
Sprint, T-Mobile, Boost Mobile (T-Mobile’s prepaid affiliate), Metro PCS (Sprint’s prepaid
affiliate), and Verizon Wireless during the period from April 27, 2018, to June 10, 2018.
AT&T’s store location data set was purchased from an aggregator and is current to August
1, 2018. Cricket stores (AT&T’s prepaid affiliate) were located via Google’s Places API
service on May 1, 2018. Change to Win researchers were able to distinguish which of these
stores are corporately owned and which are owned by authorized dealers.

They then imputed employment at each store by using average levels by company and
store type, as shown in Table 1.

They used various sources for these staffing levels, including press releases for store
openings, disclosures by some of the authorized dealers, and internal estimates of AT&T’s
staffing levels by the Communications Workers of America, which represents workers at
those stores. For the merging parties Sprint and T-Mobile, the source is a third-party report
about the merger written by New Street Research (Chaplin et al. 2018), which is
corroborated by the companies’ own public interest filings with the Federal
Communications Commission (FCC). Given store type and location, they were then able to
tabulate employment concentration (measured by HHI) for each commuting zone. The
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Table 1 Average number of employees per wireless retail store, by
brand

Average number of employees per store

Postpaid brands Authorized dealers Corporate stores

AT&T 3.9 10.0

Sprint 8.0 8.0

T-Mobile 8.0 8.0

Verizon 5.6 17.2

Prepaid brands Authorized dealers

Boost Mobile (Sprint) 3.0

Cricket (AT&T) 3.0

MetroPCS (T-Mobile) 3.0

Source: Change to Win 2018

Economic Policy Institute • Roosevelt Institute

predicted change in concentration due to the merger was calculated simply by computing
new HHIs by adding the employment shares of Sprint and T-Mobile stores (plus their
prepaid affiliates).

Predicting the change in concentration by combining the ex-ante market shares of the
merging firms assumes that the merging parties would not eliminate employment as a
result of this merger. If, instead, they eliminate jobs at one or both firms and their
competitors maintain the same level of employment, that would reduce the ex-post
concentration relative to our prediction. But job losses could also be an anti-competitive
effect of the merger, including one way the merging parties could increase bargaining
leverage over workers.

We should note that our exercise uses local employment, or, more particularly, store
location (since we impute employment from nationwide averages by store type) to
calculate labor market concentration. In the Benmelech, Bergman, and Kim 2018 and Rinz
2018 papers, the observable variable used to estimate concentration in the market is
observed employment. In the Azar, Marinescu, and Steinbaum 2017 paper, the observable
variable is job vacancies posted on a single online matching/recruiting website,
CareerBuilder.

The maps in Figures C and D depict the predicted change in concentration in retail
wireless labor markets due to the proposed merger of Sprint and T-Mobile, as well as the
average post-merger HHI in these labor markets. According to the labor market definition
we use here, literally all of the commuting zones in the United States that have wireless
store locations would have a post-merger HHI in excess of the threshold for “highly
concentrated”—2,500—under the Horizontal Merger Guidelines. And in nearly all of the
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Figure C Predicted change in concentration of retail wireless labor
market if Sprint and T-Mobile merge, by commuting zone

*Commuting zones without both active Sprint and T-Mobile stores

Note: The map shows, for each commuting zone, the change in the Herfindahl-Hirschman Index, a
standard measure of market concentration, applied in this context to labor market concentration. A
change of more than 200 HHI would trigger enforcement concerns per the Justice Department/Federal
Trade Commission Horizontal Merger Guidelines.

Source: Change to Win 2018

Economic Policy Institute • Roosevelt Institute

commuting zones where both merging parties are active, the change in HHI due to the
merger is in excess of 200, meaning that they would trigger enforcement concerns per the
Horizontal Merger Guidelines. It should be emphasized that the labor markets that are not
predicted to significantly increase concentration as a result of this merger are already
monopsonized.

The studies we rely on all estimate earnings-concentration regression equations of the
form

where wit is the observed earnings in market i at time t, HHIit is market-level concentration,

Xit are market-level time-varying controls, αi is a market-level fixed effect, γt represents

time trends, and εit is the residual.7 The controls used in those studies differ depending on
the data set: labor market tightness, for example, in the case of Azar, Marinescu, and
Steinbaum 2017, is a way of controlling for the state of the within-market business cycle
assumed to be caused by demand shocks.8

The analysis we conduct here is to ask how earnings would change given a change in
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Figure D Predicted concentration in the retail wireless labor market if
Sprint and T-Mobile merge, by commuting zone

Note: The map shows, for each commuting zone, the predicted value of the Herfindahl-Hirschman Index, a
standard measure of market concentration, applied in this context to labor market concentration. An HHI
of 2,500 or more is considered “highly concentrated” under the Justice Department/Federal Trade
Commission Horizontal Merger Guidelines.

Source: Change to Win 2018

Economic Policy Institute • Roosevelt Institute

concentration due to the merger, holding everything else constant.9 For that reason, we
take the difference between two versions of the equation above, one for pre-merger and
one for post-merger. That leaves us with

The ratio of HHIs is taken from the Change to Win 2018 estimates and the βs come from
the three studies. We use them to return the log earnings ratio. We then exponentiate that
to ascertain the percent change in earnings due to the counterfactual increase in
concentration.

Specifically, we use a total of four estimates of β. From Azar, Marinescu, and Steinbaum
2017, we take specifications (3) and (6) from Table 2, Panel A. These include labor market
tightness as well as fixed effects for commuting zones by occupations and commuting
zones by quarter. Column (3) is an ordinary least squares (OLS) specification, and column
(6) uses the instrumental variable from national changes in market-level firm counts. From
Benmelech, Bergman, and Kim 2018, we use Table II, Panel B, column (6), which has both
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Table 2 Earnings elasticity by specification

Study Earnings elasticity (coefficient)

Azar et al. (OLS) -0.0378

Azar et al. (IV) -0.127

Benmelech et al. -0.054*

Rinz -0.0324

* Benmelech et al. is a “log-linear” specification, meaning that its magnitude is not comparable to the
log–log specification of the other three coefficients.

Sources: Azar, Marinescu, and Steinbaum 2017 (“Azar et al.”); Benmelech, Bergman, and Kim 2018
(“Benmelech et al.”); Rinz 2018

Economic Policy Institute • Roosevelt Institute

industry and year fixed effects, as well as labor productivity and other firm-level
observables. From Rinz 2018, we use the specification in Table 7, column (4), which is
similar to the instrumental variables one in Azar, Marinescu, and Steinbaum 2017, except
that there is no tightness observable and the Rinz 2018 instrument uses concentration in
other labor markets rather than the inverse of firm count in other labor markets. In each of
these cases, the specification selected (see Table 2) is the one that (in our view) most
closely matches the market definition used in the Change to Win 2018 concentration data.

The histograms in Figure E illustrate the predicted worker-earnings effect of the proposed
Sprint–T-Mobile merger in each of the four specifications we use. In commuting zones
where no change in concentration takes place (because either one or both of the merging
parties isn’t present), there is no change in earnings. The variation among the four

specifications that arises in these figures is due to the different estimates of β. In the
highest-magnitude specification, Azar, Marinescu, and Steinbaum (2017) IV, the percent
change in earning is as large as 7 percent in the labor market with the largest change in
concentration. In most labor markets affected by the merger, the change in earnings is
between 1 and 3 percent.

In order to calculate dollar values of these earnings reductions, we apply the pre-/post-
merger earnings ratios to actual earnings data from the Quarterly Census of Employment
and Wages (QCEW) for NAICS Industry 443142. For that level of aggregation, the QCEW
reports earnings data at the county level where there are sufficient observations to clear
anonymity concerns. From there, we aggregate to commuting zones. For commuting
zones with no earnings data from its constituent counties, we use the state-level earnings
for that industry.

Given baseline QCEW earnings, we calculate the dollar value of the percent change in
average earnings by commuting zone in each of the four specifications. Those are
displayed in Figure F as scatterplots and in Figures G and H as commuting-zone-level
color-coded maps.
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Figure E Predicted percent change in worker earnings due to the
increase in retail wireless labor market concentration if
Sprint and T-Mobile merge

Note: “CZs” on y-axis stands for commuting zones. X-axis data labels indicate the lower bound of each bin.
The right-most bar on each histogram represents the labor markets that are unaffected by the merger.

Source: Authors’ calculations based on data from Change to Win 2018. Individual panels show change in
worker earnings using estimated effects of labor market concentration from Azar, Marinescu, and
Steinbaum 2017 (“Azar et al.”); Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”); and Rinz 2018 (see
text for details).

Economic Policy Institute • Roosevelt Institute

Economic Policy Institute • Roosevelt Institute 14



Figure F Predicted change in retail wireless labor market
concentration and in workers’ weekly dollar earnings if
Sprint and T-Mobile merge

Note: Y-axis scales are different for each scatterplot. The x-axis shows the increase in the
Herfindahl-Hirschman Index, a standard measure of market concentration, applied in this context to labor
market concentration.

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the
Quarterly Census of Employment and Wages. Individual panels show change in labor market
concentration and worker earnings using estimated effects of labor market concentration from Azar,
Marinescu, and Steinbaum 2017 (“Azar et al.”); Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”);
and Rinz 2018. See text for details.
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Figure G Predicted change in workers’ weekly dollar earnings if
Sprint and T-Mobile merge, by commuting zone (Azar et al.
specifications)

* Commuting zones without both active Sprint and T-Mobile stores

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the
Quarterly Census of Employment and Wages. Individual panels show change in labor market
concentration and worker earnings using estimated effects of labor market concentration from Azar,
Marinescu, and Steinbaum 2017 (“Azar et al.”). See text for details.
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Figure H Predicted change in workers’ weekly dollar earnings if
Sprint and T-Mobile merge, by commuting zone (Benmelech
et al. and Rinz specifications)

* Commuting zones without both active Sprint and T-Mobile stores

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the
Quarterly Census of Employment and Wages. Individual panels show change in labor market
concentration and worker earnings using estimated effects of labor market concentration from
Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”); and Rinz 2018. See text for details.
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Table 3 10 commuting zones with the largest predicted decline in
retail wireless worker weekly earnings from a
Sprint–T-Mobile merger

Rank
Commuting

zone
Azar et al.

(OLS)
Azar et al.

(IV)
Benmelech et

al. Rinz

1 Wenatchee, WA -$46.03 -$151.95 -$24.33 -$39.49

2 Atlanta, GA -$29.38 -$96.63 -$15.13 -$25.22

3 Newark, NJ -$26.11 -$86.05 -$12.32 -$22.40

4 Philadelphia, PA -$24.01 -$79.14 -$11.74 -$20.61

5 Dallas, TX -$23.64 -$77.65 -$13.31 -$20.29

6 Chicago, IL -$22.77 -$74.71 -$11.89 -$19.54

7 Witchita Falls,
TX

-$22.14 -$72.56 -$11.58 -$19.01

8 St. Louis, MO -$21.50 -$70.61 -$10.64 -$18.45

9 Washington, DC -$19.73 -$64.90 -$9.63 -$16.93

10 Kansas City, KS -$19.55 -$64.14 -$9.76 -$16.78

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the
Quarterly Census of Employment and Wages. Data columns show change in labor market concentration
and worker earnings using estimated effects of labor market concentration from Azar, Marinescu, and
Steinbaum 2017 (“Azar et al.”); Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”); and Rinz 2018.
See text for details.
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Finally, we report the top 10 commuting zones ranked by the dollar value of the predicted
earnings reductions for workers (shown in Table 3). The 10 most affected commuting
zones in terms of weekly worker-earnings declines are identical across specifications, but
the magnitude of the reduction differs. We report this to illustrate the extent of the harm to
labor market competition done by the merger at its most severe. (See Appendix Tables 1
and 2 for the top 50 most affected commuting zones ranked by population and by the
dollar value of the earnings decline.)

Discussion
This counterfactual analysis of merger effects potentially suffers from the methodological
flaw that it may be economically incoherent to treat market concentration as an
independent variable, even if estimates of its effect on earnings using the three studies
are successful in uncovering exogenous variation in concentration in the data sets
examined. This concern would vitiate the ceteris paribus exercise on which these
predictions rest: that one can take before-and-after earnings-concentration equations and
vary concentration without affecting other elements of market structure that might also
affect the wage. The reason why is that concentration may be (and probably is) co-
determined with other causes of earnings, or any equilibrium observable. For example, the
Azar, Marinescu, and Steinbaum 2017 specifications control for labor market tightness in
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order to filter out demand shocks to local labor markets that might put some firms out of
business, thus increasing concentration, and also lower earnings. Benmelech, Bergman,
and Kim (2018) control for plant-level productivity to take into account that employers that
are more productive are likely to have both higher market share and pay higher wages. In
both cases, the change in concentration would be an effect, rather than a cause, of the
same factor that changed wages. The exercise here assumes that you can vary
concentration in these markets while leaving tightness or firm productivity unaffected,
which may or may not be true in reality, even if the earnings regressions were able to filter
out the effect of local labor demand shocks or of productivity.

While we recognize that these studies are not the last word on the effect of labor market
concentration on workers’ earnings, there are good reasons to believe in their empirical
relevance to this merger review. Most importantly, they are able to survive the usual
endogeneity critiques of concentration regressions: that concentration is caused by firm-
specific productivity that also causes whatever outcome is being investigated, or that
some set of shocks (for example, to labor demand) causes both variation in concentration
and variation in earnings. As the previous paragraph implies, however, the critique is not
simply that the regressions in the studies are endogenous, but also that it is economically
incoherent to vary concentration out of sample and consider the effect of doing so on
outcomes. Our response to this is simply that taking such a critique to its logical
conclusion would make it difficult to perform any economic-policy-relevant counterfactual.
Economists recognize that independent variables are co-determined all the time and
nonetheless perform counterfactuals on them, hopefully using empirical estimates that
most closely mirror the counterfactual exercise being undertaken in an experimental or
quasi-experimental setup.

The typical approach to merger review in product markets is to weigh the increased prices
due to increased market power deriving from a merger-induced change to market
structure against merger “efficiencies” resulting from reductions in suppliers’ costs. Since
we are concerned exactly with such “efficiencies”—namely, the exercise of anti-
competitive monopsony power in labor markets—we eschew the latter consideration, for
which there is in any case no obvious counterpart on the seller side of the wireless
telecommunications market, and because, as the aforementioned paper by Glick (2018)
points out, the “tradeoff” is incoherent in welfare terms in any case. What distinguishes our
assessment of earnings reductions from the analysis typically employed by antitrust
agencies and courts is our direct analysis of the market in which market power is
(potentially) being exercised, versus, for example, making assumptions about the form of
competition in that market and deriving a mathematical model from those assumptions,
within which the merger can then be simulated—conditional on the correctness of those
assumptions. Whether one is willing to make those assumptions depends on what is to be
gained from them. Here, we would rather not commit ourselves to specifying ex ante how
competition in labor markets works. We prefer simply to go to the data.

A further source of concern about the accuracy of our predictions is that if we have
defined labor markets incorrectly, then there may be greater elasticity of labor supply in
response to increased market concentration (as we measure it) than there was in the
samples of markets used by the studies we rely on. Intuitively, if our market definition is

Economic Policy Institute • Roosevelt Institute 19



narrow relative to those studies, then workers may move more easily to other employers
should the merging parties or their competitors seek to reduce wages. Perhaps retail
employees in mobile telecoms stores can easily find work in other types of stores, for
example.

This concern should be mitigated, however, by the studies of low firm-specific labor supply
elasticity cited above (Webber 2015; Dube et al. 2018). What they find is that even where
workers could easily find another job—for example, in online labor markets where work is
interchangeable and any job can be done from the same place—namely, one’s home—the
elasticity of labor supply with respect to the wage is extremely low. What appears to
outside observers as abundant job opportunities available to workers seems not to be the
case for the workers themselves. Strengthening the case that a narrow market definition is
appropriate is the fact that Sprint and T-Mobile have been known to use noncompete
agreements to constrain the mobility of their workers (PerfectHandle 2015; Nevs0521
2006).

Finally, a more mundane objection to this exercise, but one worth making since it is more
grounded in the empirics of prospective and retrospective merger analysis, is that
concentration is highly variable even in well-defined antitrust markets, for reasons other
than mergers. Ex-post examination of competitive effects of a merger often have trouble
even detecting any merger effect on concentration outside of the most-affected markets,
let alone the competitive effect of that change in concentration on outcomes (Steinbaum
2018). That is because the merger “signal” is often drowned out by the noise of other
variation in concentration, from entry, exit, or changes in market shares arising from some
other cause. In this paper’s exercise, the variation in concentration we use to predict
earnings changes is calculated by simply combining market shares of the merging parties.
But should the merger be consummated, the change in concentration that actually results
from it would probably be different (and vary widely across markets) than the predicted
change we use. That concern is prior to the concern about the out-of-sample robustness
of the earnings regressions, and probably a more empirically relevant basis for doubting
these predictions than the reluctance to make assumptions about the competitive
structure of labor markets expressed above.

Conclusion and policy implications
In this paper, we predict that the merger of Sprint and T-Mobile would reduce labor market
competition and therefore reduce earnings in the labor markets where the combined
company hires workers to staff its retail stores. To do that, we employ earnings-
concentration estimates from three recent studies, which use distinct data sets and
specifications to estimate a negative relationship. Moreover, there is reason to believe this
market, like most labor markets, is already monopsonized, and hence a profit-maximizing
employer would be expected to use its increased monopsony power to reduce wages and
worker benefits post-merger.

To the best of our knowledge, this is the first attempt to use the recent spate of labor
market concentration studies in a prospective merger review in the United States. We
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think that analysis of competitive effects in labor markets should be incorporated into
competition enforcement as a routine matter. This would require antitrust agencies to
come up with principles for defining labor markets and assessing competition therein. It
would also involve compulsory data collection from merging parties and other market
participants with respect to firm- and establishment-level payroll data matched to
employee characteristics (including labor market histories), insofar as these are known to
the firms. It should encompass restrictions employers place on their workers, including
noncompetes and mandatory arbitration clauses and class-action waivers. It should also
extend to independent contractors and other non-employee workers, given their
increasing importance to the business models of the economy’s most powerful actors.
Given what we know about the high degree of interfirm and interestablishment disparities
in pay, and what the research shows about the importance of internal labor markets,
promotion structures, hiring policies, and outsourcing for labor market outcomes, highly
granular data is necessary to effectively assess competition implications for labor markets.
Furthermore, if such data collection were a routine (and compulsory) part of merger
review, then we would not need to rely on out-of-sample predictions of earnings effects
such as the one undertaken in this paper; instead, we could look at wage and other labor
data connected directly to the merging parties, as employers.

The potential for anti-competitive effects of mergers in labor markets implicates larger
issues of antitrust enforcement beyond expanding merger review to consider labor
markets. Under the consumer welfare standard, when evaluating the potential for the anti-
competitive exercise of monopoly power, enforcers weigh harm to consumers against
“efficiencies” in the form of lower costs of production. If monopsony power is endemic in
the economy, then such a comparison is incoherent in welfare economics terms because
the profits of incumbents due to anti-competitive wage reductions are not equivalent in
welfare terms to consumer surplus. This scenario points to the inadequacy of the
consumer welfare standard to antitrust enforcement given realistic economic assumptions.

For that reason, we have proposed the Effective Competition Standard (Steinbaum and
Stucke 2018), which, if enacted, would alter the Sprint–T-Mobile merger review in three
respects. First of all, it shifts the burden of proof in any merger review to the merging
parties, to prove their transaction would not harm competition. Second, it mandates that
antitrust enforcers look more often upstream for anti-competitive effects, including in labor
markets—mitigating the neglect of upstream harm to competition during the consumer
welfare standard era. Finally, it establishes a right of market access for upstream suppliers,
which, in this case, would include content creators who use wireless technology to reach
customers. They would have the right to do so without exclusion or discrimination, which
in turn places restrictions on the autonomy of powerful telecoms distributors like a
combined Sprint–T-Mobile to extract a toll or to treat their customers or affiliates
preferentially. If the merger threatened that right of market access, that would be grounds
for preventing it.

This merger is proposed in a market where product market competition has been virtually
eliminated, by both horizontal and vertical mergers and through the repeal of
regulations—the 2015 Open Internet Order—designed to preserve competition in a sector
in which incentives for discrimination and exclusion are significant. The aim of the
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Telecommunications Act of 1996—to introduce competition as an alternative to the heavy-
handed regulation of the regime established by the Communications Act of 1934 and
amendments—has manifestly failed. Instead, we now have the worst of both worlds:
private rather than public regulation; discrimination and exclusion among suppliers,
workers, and customers; and the extremely high profits that result from such a business
model. Moreover, the labor markets where telecoms companies hire their workers are
already monopsonized, meaning that increased market power on the part of employers
would likely cause employment loss and wage declines. It is time for competition and
regulatory authorities to take a new look at the rules governing the way telecoms are
currently run in this country, including the antitrust enforcement approach that has allowed
telecoms companies to consolidate to the point that they threaten overall economic well-
being.
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Appendix
Table 1

Predicted decline in retail wireless worker weekly earnings
from a Sprint–T-Mobile merger, by commuting zone, ranked
by population size

Rank (by
population)

Commuting
zone

Azar et al.
(OLS)

Azar et al.
(IV)

Benmelech
et al. Rinz

1 Los Angeles,
CA

-$16.96 -$55.69 -$9.14 -$14.56

2 New York, NY -$18.91 -$62.24 -$10.07 -$16.23

3 Chicago, IL -$22.77 -$74.71 -$11.89 -$19.54

4 Houston, TX -$18.58 -$61.03 -$10.03 -$15.95

5 Newark, NJ -$24.01 -$79.14 -$11.74 -$20.61

6 San Francisco,
CA

-$17.16 -$56.59 -$8.10 -$14.73

7 Boston, MA -$11.82 -$39.05 -$5.55 -$10.14

8 Washington,
DC

-$19.73 -$64.90 -$9.63 -$16.93

9 Atlanta, GA -$29.38 -$96.63 -$15.13 -$25.22

10 Philadelphia,
PA

-$12.37 -$40.88 -$5.80 -$10.61

11 Detroit, MI -$18.29 -$60.07 -$9.83 -$15.70

12 Miami, FL -$19.33 -$63.47 -$11.86 -$16.59

13 Phoenix, AZ -$15.45 -$50.97 -$7.69 -$13.26

14 Seattle, WA -$18.98 -$62.71 -$9.05 -$16.28

15 Dallas, TX -$23.64 -$77.65 -$13.31 -$20.29

16 New Haven,
CT

-$11.91 -$39.40 -$5.22 -$10.22

17 Minneapolis,
MN

-$18.15 -$59.81 -$8.48 -$15.58

18 San Diego, CA -$13.74 -$45.27 -$6.92 -$11.79

19 Tampa, FL -$18.73 -$61.62 -$10.29 -$16.07

20 Denver, CO -$13.27 -$43.67 -$6.42 -$11.39

21 Baltimore, MD -$17.26 -$56.86 -$8.34 -$14.82

22 Akron, OH -$12.30 -$40.54 -$5.67 -$10.55

23 San Jose, CA -$15.82 -$52.26 -$7.25 -$13.57

24 St. Louis, MO -$21.50 -$70.61 -$10.64 -$18.45

25 Pittsburgh, PA -$10.24 -$33.88 -$4.47 -$8.78

26 Yonkers, NY -$11.78 -$38.95 -$5.49 -$10.11

27 Sacremento,
CA

-$13.48 -$44.44 -$6.43 -$11.57
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Appendix
Table 1
(cont.)

Rank (by
population)

Commuting
zone

Azar et al.
(OLS)

Azar et al.
(IV)

Benmelech
et al. Rinz

28 Orlando, FL -$17.51 -$57.45 -$9.26 -$15.03

29 Portland,
Oregon

-$12.12 -$40.00 -$5.60 -$10.40

30 Lake Havasu,
AZ

-$12.66 -$41.75 -$5.98 -$10.86

31 Dallas, TX -$18.15 -$59.65 -$9.97 -$15.58

32 San Antonio,
TX

-$17.04 -$56.08 -$8.66 -$14.63

33 Cincinnati, OH -$13.86 -$45.69 -$6.24 -$11.89

34 Charolotte, NC -$13.52 -$44.53 -$6.16 -$11.60

35 Columbus, OH -$17.66 -$58.16 -$8.21 -$15.16

36 Indianapolis,
IN

-$15.07 -$49.69 -$6.88 -$12.94

37 Durham, NC -$16.72 -$55.16 -$7.67 -$14.35

38 Kansas City,
KS

-$19.55 -$64.14 -$9.76 -$16.78

39 Atlantic City,
NJ

-$16.46 -$54.28 -$7.85 -$14.12

40 Austin, TX -$26.11 -$86.05 -$12.32 -$22.40

41 Fort
Lauderdale, FL

-$16.72 -$54.84 -$9.01 -$14.35

42 York, PA -$10.62 -$35.07 -$4.77 -$9.11

43 Milwaukee, WI -$14.26 -$46.85 -$7.01 -$12.24

44 Virginia
Beach, VA

-$11.06 -$36.46 -$5.24 -$9.49

45 Salt Lake City,
UT

-$16.69 -$55.02 -$8.05 -$14.32

46 Hanford, CA -$9.08 -$30.03 -$4.12 -$7.79

47 Providence, RI -$14.66 -$48.16 -$7.32 -$12.58

48 Jacksonville,
FL

-$17.30 -$56.94 -$8.65 -$14.85

49 Nashville, TN -$16.36 -$53.92 -$7.38 -$14.04

50 Grand Rapids,
MI

-$17.41 -$57.36 -$9.04 -$14.94

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the
Quarterly Census of Employment and Wages. Data columns show change in labor market concentration
and worker earnings using estimated effects of labor market concentration from Azar, Marinescu, and
Steinbaum 2017 (“Azar et al.”); Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”); and Rinz 2018.
See text for details.
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Appendix
Table 2

Predicted decline in retail wireless worker weekly earnings
from a Sprint–T-Mobile merger, by commuting zone, ranked
by earnings change

Rank (by earnings
change)

Commuting
zone

Azar et al.
(OLS)

Azar et al.
(IV)

Benmelech
et al. Rinz

1 Wenatchee,
WA

-$46.03 -$151.95 -$24.33 -$39.49

2 Atlanta, GA -$29.38 -$96.63 -$15.13 -$25.22

3 Austin, TX -$26.11 -$86.05 -$12.32 -$22.40

4 Newark, NJ -$24.01 -$79.14 -$11.74 -$20.61

5 Dallas, TX -$23.64 -$77.65 -$13.31 -$20.29

6 Chicago, IL -$22.77 -$74.71 -$11.89 -$19.54

7 Wichita Falls,
TX

-$22.14 -$72.56 -$11.58 -$19.01

8 St. Louis, MO -$21.50 -$70.61 -$10.64 -$18.45

9 Washington,
DC

-$19.73 -$64.90 -$9.63 -$16.93

10 Kansas City,
KS

-$19.55 -$64.14 -$9.76 -$16.78

11 Miami, FL -$19.33 -$63.47 -$11.86 -$16.59

12 Martinsville,
VA

-$19.22 -$63.09 -$10.35 -$16.50

13 El Centro, CA -$19.10 -$62.61 -$9.93 -$16.40

14 Provo-Orem,
UT

-$19.05 -$62.75 -$8.86 -$16.35

15 Columbia, SC -$19.03 -$62.64 -$8.90 -$16.34

16 Champaign, IL -$18.98 -$62.65 -$8.41 -$16.29

17 Seattle, WA -$18.98 -$62.71 -$9.05 -$16.28

18 New Orlean,
LA

-$18.98 -$62.26 -$9.49 -$16.29

19 New York, NY -$18.91 -$62.24 -$10.07 -$16.23

20 Tampa, FL -$18.73 -$61.62 -$10.29 -$16.07

21 Houston, TX -$18.58 -$61.03 -$10.03 -$15.95

22 St. Joseph,
MO

-$18.53 -$60.76 -$11.05 -$15.91

23 Detroit, MI -$18.29 -$60.07 -$9.83 -$15.70

24 Boise City, ID -$18.17 -$59.77 -$8.54 -$15.60

25 Dallas, TX -$18.15 -$59.65 -$9.97 -$15.58

26 Minneapolis,
MN

-$18.15 -$59.81 -$8.48 -$15.58

27 Huntsville, TX -$17.89 -$58.91 -$8.98 -$15.35

28 Columbus, OH -$17.66 -$58.16 -$8.21 -$15.16
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Appendix
Table 2
(cont.)

Rank (by earnings
change)

Commuting
zone

Azar et al.
(OLS)

Azar et al.
(IV)

Benmelech
et al. Rinz

29 Orlando, FL -$17.51 -$57.45 -$9.26 -$15.03

30 Plainview, TX -$17.45 -$57.47 -$9.17 -$14.97

31 Ottawa, KS -$17.43 -$57.10 -$9.36 -$14.96

32 Grand Rapids,
MI

-$17.41 -$57.36 -$9.04 -$14.94

33 Jacksonville,
FL

-$17.30 -$56.94 -$8.65 -$14.85

34 Greenville, NC -$17.29 -$56.91 -$9.18 -$14.84

35 Baltimore, MD -$17.26 -$56.86 -$8.34 -$14.82

36 San Francisco,
CA

-$17.16 -$56.59 -$8.10 -$14.73

37 San Antonio,
TX

-$17.04 -$56.08 -$8.66 -$14.63

38 Los Angeles,
CA

-$16.96 -$55.69 -$9.14 -$14.56

39 Durham, NC -$16.72 -$55.16 -$7.67 -$14.35

40 Fort
Lauderdale, FL

-$16.72 -$54.84 -$9.01 -$14.35

41 Salt Lake City,
UT

-$16.69 -$55.02 -$8.05 -$14.32

42 Atlantic City,
NJ

-$16.46 -$54.28 -$7.85 -$14.12

43 Nashville, TN -$16.36 -$53.92 -$7.38 -$14.04

44 Flint, MI -$16.21 -$53.25 -$8.16 -$13.92

45 San Jose, CA -$15.82 -$52.26 -$7.25 -$13.57

46 Harrisonburg,
VA

-$15.78 -$52.00 -$9.02 -$13.54

47 Charleston, SC -$15.72 -$51.91 -$7.22 -$13.49

48 Emporia, KS -$15.65 -$51.42 -$8.33 -$13.43

49 Phoenix, AZ -$15.45 -$50.97 -$7.69 -$13.26

50 Ontario, OR -$15.43 -$50.70 -$7.69 -$13.25

Average -$19.13 -$62.93 -$9.74 -$16.42

* Rankings are based on the Azar et al. (OLS) predicted earnings decline.

Source: Authors’ calculations based on data from Change to Win 2018 and earnings data from the Quarterly
Census of Employment and Wages. Data columns show change in labor market concentration and worker
earnings using estimated effects of labor market concentration from Azar, Marinescu, and Steinbaum 2017 (“Azar
et al.”); Benmelech, Bergman, and Kim 2018 (“Benmelech et al.”); and Rinz 2018. See text for details.
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Endnotes
1. The new findings we put to use in this paper on monopsony power in labor markets return to the

roots of an old debate about whether individual employers have the power to set wages (which is
how this paper defines “monopsony”). In recent decades, economists have grounded their
theories as to why individual employers have the power to set wages in labor market
imperfections that impair worker mobility even when many employers might be active in a given
market (Manning 2003, 2011). The three papers we rely on for the predictions made in this paper
resurrect arguments in an older literature—that employer power to set wages might also be
caused by outright concentration, i.e., the existence of few employers in a given labor market,
which means that workers cannot obtain outside job offers because there aren’t any employers to
give job offers (Robinson 1933, for example). We view the two theories as consistent and mutually
reinforcing, with implications for competition policy that are considerable.

2. The Herfindahl-Hirschman Index is computed by summing the squares of each firm’s market
share, and then multiplying the resulting sum by 10,000. It thus up-weights large market shares in
the computation of overall concentration in a market.

3. According to the Horizontal Merger Guidelines, the threshold for a highly concentrated market is
2500, and the threshold for a merger that threatens to reduce competition is one that would
increase concentration by 200 HHI points.

4. 374 U.S. 321.

5. The word “monopsony” formally refers to a single employer as the sole purchaser of labor in a
market, but the word has a wider application in this paper and in the economics literature more
generally. In contemporary economics, monopsony power refers to inelastic firm-level labor
supply, giving employers some unilateral discretion to set wages. Alternatively, from the worker’s
point of view, monopsony refers to wages that are less than the marginal product of labor. There
are many potential reasons why labor markets might be monopsonized, including a small number
of employers, search-and-matching frictions, asymmetric information, or discrimination.

6. Change to Win’s research indicates that the Sprint–T-Mobile merger is likely to reduce
employment by the merging parties and their competitors. The analysis in this EPI paper assumes
no change in employment as a result of the merger. The analysis in this paper could be seen, for
that reason, as a scenario under which the monopsony power that results from the merger is used
solely to depress wages. In reality, it may reduce both wages and employment.

7. Benmelech, Bergman, and Kim (2018) use a log-level, rather than a log–log, specification for the
earnings-concentration regression equation. This difference is reflected in the merger
counterfactual calculations reported below.

8. Benmelech, Bergman, and Kim (2018) observe unionization rates at firms in their data, which they
use as another control. They find that unionization mitigates the earnings-reducing effect of
concentration, a finding that is tentatively corroborated by Kwan and Liu (2018). In fact, the
Benmelech, Bergman, and Kim 2018 paper posits that one of the reasons labor market
concentration exerts a macroeconomically significant negative impact on wages now, versus in
the past, is not only that labor markets have become more concentrated, but also that
concentration matters more for wages since unionization rates have declined. For the retail
wireless labor markets we study, Change to Win (2018) estimates that the unionization rate is
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approximately 9 percent, almost entirely at corporately owned stores of AT&T Mobility LLC (the
AT&T subsidiary that provides wireless services).

9. We return to the validity of this ceteris paribus exercise for concentration at the end of this section.
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