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Preface
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Earlier this year T-Mobile finally completed the acquisition of Sprint. In the days that have followed I’ve seen many social media posts — some celebrating this hard fought conclusion, others reflecting on the bittersweet end to one of the most innovative service providers in U.S. telecom history. I’ve received many notifications from LinkedIn to congratulate friends and contacts for their “new position” in the combined company. Congratulations to you all!

But in this book, I want to reflect back a bit on some strategic moments in the company’s history. For those that don’t know, I worked for Sprint as a strategy executive from 2003–2014, but my ties to the company go way back to the 1920s. My grandfather Carl Spaid started working in telecom in 1913 in his final year of high school as a lineman’s assistant at the local telephone company in Joplin, Missouri. He continued with the company while an engineering student at the University of Missouri. In 1917 he enlisted in the signal corps of the U.S. Army. When the war ended in 1918 he was released from his service commitment and returned to the phone company. In 1925 he moved to Abilene, Kansas and joined United Telephone, the company that would become Sprint. In March 1929 (the month my mother was born) he moved his family to Kansas City and became Chief Engineer. He would later rise to become President of United Telephone of Kansas and Missouri (about one third of the entire United Telephone operation). So, it’s natural that I’ve had a healthy interest in the history of the company, and especially the strategic decisions made over the 121 years of its existence.

In the coming pages I want to share some stories from that history. My grandfather passed away before I was born, so some of the stories I only know from a distance. Similarly, although I was involved when we took a swing at merging with T-Mobile in 2014, I had no involvement or inside perspective on the activities that led up the final deal, so that story I’ll tell from a pretty detached perspective. But there were a number of key strategic transitions that happened while I was at Sprint. I’ll tell these stories very much from my perspective. That means the lens that I was looking through and my own opinions will undoubtedly color them. Other people likely will remember the same periods differently. I don’t claim that I had complete visibility into everything that was happening (far from it), therefore my perspectives may not be completely accurate. But I hope that the stories will be entertaining and informative, especially for those wanting to learn about strategic decision-making. 

Over the coming months and years I plan on sharing more and more about tools and approaches that can help with strategic decision-making at all kinds of organizations, so if you find this interesting, please follow my blog at clearpurpose.media.
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Arguably the first strategic decision in Sprint’s history was the decision by the company’s founder to enter the telecom business.

Alexander Graham Bell invented and patented the telephone in 1876 and the Bell Telephone Company began wiring every major city for telephone service. When Bell’s patent expired, entrepreneurs started building out networks in unserved cities and sometimes establishing rival networks (at a lower price) in cities already served by Bell.

Cleyson L. Brown was a serial entrepreneur in Abilene, Kansas. He and his brother Jacob had already started a water company. They used water power to start an electric company. And then they used their electric poles to start a telephone company. They began offering telephone service in 1899 and the Brown Telephone Company was officially chartered in 1902.

The second major strategic decision the company made was to grow through consolidation. By 1911 the company served over 4,000 telephones in the Abilene area. That year Brown led the consolidation of other independent (not Bell) telephone companies in Kansas. The newly combined companies renamed themselves United Telephone Company. Over time the company acquired 68 water, electric, and telephone companies and in 1925 formed a holding company called United Telephone and Electric (UT&E).

The depression was hard on many companies. United managed to survive until 1934 when a number of factors combined to cause the company to file bankruptcy, but by 1937 United had recovered and was able to emerge from bankruptcy and continue to grow. In 1939 the holding company changed names to United Utilities, Incorporated.

Brown had hired Skip Scupin in 1921 and Scupin led many of the company’s significant projects over the years. In 1959, Scupin became president and moved the company’s headquarters to Kansas City.

In the preface I mentioned that my grandfather worked for United. To provide a sense for the size and structure of the company during this period I have copies of portions of the annual reports from 1947 and 1954.

As of December 31, 1947, United served 155,103 telephone lines, had 8,492 electric customers, 2,882 gas customers, 414 water customers, and had divisions focused on Petroleum and Merchandising. The telephone operations were broken into three divisions: the Eastern Group, the Central Group, and the Western Group, each of which consisted of separate operating companies. For example, my grandfather was CEO of the Western Group comprised of American Telephone Company (26,637 lines), Nodaway Telephone Company (2,390 lines), Siloam Springs Telephone Company (914 lines), and United Telephone Company of Missouri (23,361 lines).

By December 31, 1954 the company had more than doubled to serve 358,213 telephone lines. The non-telecom utilities had been consolidated under the Central Kansas Power Company with Scupin as president with 11,291 electric customers, 4,400 gas customers, and 568 water customers. The telecom business was now in four divisions with my grandfather serving as president of the division containing United Telephone of Missouri (53k lines), United Telephone of Kansas (36k), The McKrae Telephone Company (5k), Arkansas Associated Telephone (3k) and Siloam Springs Telephone (2k).

One of the men Skip Scupin was able to recruit to the new headquarters in Kansas City was Paul Henson. Henson had started his telecom career climbing poles for Lincoln Telephone & Telegraph while attending the University of Nebraska. In 1964 Scupin retired and Henson succeeded him as President of United Utilities. Henson would become perhaps United/Sprint’s greatest leader.

Henson continued the long history of the company’s growth through consolidation, launching an ambitious campaign named “Growth Through Acquisitions” with the goal of reaching 2 million telephone lines and $1 billion in assets. By 1966 Henson had done deals in Ohio, Oregon, Tennessee, Virginia, and Pennsylvania to double the size of the company. Over the next three years he did more deals in Florida, Texas, North Carolina, and South Carolina to double the size of the company again!

While growing the telecom operations, Henson also was divesting the non-telecom assets and in 1972 the company name was changed again, this time to United Telecommunications, Inc. (or United Telecom). The company began experimenting with various related businesses, some of which we will talk about in the coming days. During these strategic experiments Henson recruited Bill Esrey to join the company as Vice President of Finance. In 1984 Esrey succeeded Henson as President of United Telecom.

Esrey continued to grow the traditional telephone company through acquisitions. The largest and most strategic was the acquisition of Centel (Central Telephone Company) in 1993. At the time United was the third largest telephone company in the U.S. (behind AT&T and GTE) and Centel was the fifth largest. (The fourth largest, Continental Telephone would later be acquired by GTE.) Centel brought 1.5 million telephone lines to the company, but also brought strategic growth markets being the monopoly provider in Las Vegas, several Chicago suburbs and other growth markets in the southeast.

The traditional local telephone business started by the Brown brothers in 1899 continued to be a core asset of the company until the merger with Nextel in 2005. Following that merger the local assets were spun off as Embarq which continued to participate in the consolidation of the independent local telecom industry and today is part of CenturyLink serving over 5 million local customers with $23 billion in revenue.
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My role in corporate strategy at Sprint included managing the incredible resource which was the Corporate Research Center. During (relatively) quiet periods I would head down to the “stacks” and would take the time to dig through old company records and annual reports to understand strategic decisions that had been made in the past. Tracking the thinking behind the entry into the Long Distance market was particularly fascinating.

As we discussed in the last chapter, by the 1970s United Utilities/Telecom had become the 3rd largest telephone company in the country (behind AT&T and GTE) serving millions of customers across the country. However, United didn’t really compete with AT&T, GTE, Continental, Centel or any of the other independent telephone companies in the market. Telecom was a natural (and heavily regulated) monopoly with each geography being served by a single provider. That provider had made significant capital investments over the decades to establish the infrastructure needed to provide local service and to connect customers to AT&T Long Lines for long distance calls.

That started to change in the 1970s as the Department of Justice began to pursue an anti-trust lawsuit against AT&T. That lawsuit was filed in 1974 and reached its conclusion in 1982 with AT&T’s agreement to break itself apart and open the long distance market to competition. You might think that companies like GTE and United would be thrilled that the government was going after the industry leader, but you’d be wrong. A
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