Overall, Industry forces are working against Telco Operators (1)
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1. Based on Porter’s 5-forces model with additions

2. Companies that sell a product or service that complements the product of another compan
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Average Revenue Per User

2.4.3 A Market In Transition — Examples of Disruption: Rise of Unconventional Competitors

Historically, Telcos competed with each other but now hungry new players are
seeing opportunities to move into real-time communications

Trends in Revenue per user for Mobile and Internet users
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Voice and messaging are
interesting to internet companies
(and other competitors) because:

They are highly attractive — existing
ARPU levels for Telco’s are much
higher than internet companies. Even
if internet companies only win a tiny
fraction of this, then real-time
communications can substantially
increase their existing ARPU

They are often a natural extension to
existing services — e.g. Ebay (buyers
and sellers need to communicate),

Sony (games players want to talk as

they play)
They are now relatively simple to

deliver using VOIP as voice is just
“another application”




4.9 Operator responses to IP Convergence: Strategic Implications of Convergence

92% of respondents believe a strategic re-think of the role of the operator is the
‘Top’ or an ‘Important’ Priority

Importance in helping operators prepare to succeed in a world of IP-based converged services.
% Answering ‘Top’ or ‘Important’ Priority

92%
1. Strategic re-think of the role of the operator in
Relative Importance a converged world
5% 2904 s \ost 2. Crea_lting anew common standard for future
70% — service creation
64% I 3. Re-structure the service prioritization process
61% | east - - |
57% 4. Set up incubation teams - small x-functional
. groups to develop and take to market new IP-
50% 1% a6v based services
0 . . .
5. Re-think partnership strategy in the value
chain

6. 3rd-party hosting of service enablers (e.g.
IMS components)

7. Maximum re-use of existing infrastructure
(from parallel to converged network over time)

8. Rapid prototyping of new service types (to
agreed QoS)

9. Learn in a more structured way about how
other industries create products/services?

R 2 3 4 5 6 7 8 9 10 10. Partner with Vendors that deliver end-to-end

commercial solutions for operators

/s

\ g TI’_) Source: IMS Insider surveys & interviews; STL analysis
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4.7 Operator responses to IP Convergence: IMS Analysis

In the following pages we offer a ‘traditional’ and an ‘alternative’ view of IMS’
ability to deliver on 7 core evaluation criteria for Network Operators

IMS Evaluation Criteria
1. Breaking down Network & Operational silos
2. Delivering multimedia-rich services that make customers stickier and more valuable
3. Promoting Convergence: Fixed-Mobile, Voice and Data etc.
4. Lowering Opex
5. Enabling faster Service deployment
6. Future-proofing: Protecting future investments

7. Consolidating operator control and negating ‘dumb-pipe’ threat

/\.

‘Alternate’ View

27

174 . . . .
IMS can & will deliver « A potential waste of time & money”
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4.7 Operator responses to IP Convergence: IMS Analysis

Breaking down Network & Operational silos

‘Alternate’ View

* Moves from vertical ‘silo” deployment of services to » Because IMS ties functionality and value to the
horizontal deployment by leveraging Common network platform via SIP proxies, IMS in fact
Control Platform: preserves the network silo

Application * IMS still fails to separate connectivity from services:
Serverl | Server2 | Servern Server1 @ Server2 REWE

It is this separation that in the main driver of industry

- e — Common Control Platform change.

Control Control Control

Transport * At best IMS moves from a vertical silo to an oblique
one:

Destruction of the network silo will occur when
connectivity is separated from services and a business

» Facilitates the deployment of applications by platform based on web services emerges
Marketing & Product development AND third-
parties as they can create apps with standard
control API's

 Same application can run across multiple bearer
networks breaking these operational silos

Jury’s Qut: Truly ‘Open’ or just an ‘Open Prison’?

Alternate
S T L Source: STL analysis
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7.2. Operator Stepping Stones for Success: Step 1 — Build understanding

Measuring changing and refining corporate & product strategy:

A guantifiable situation and strategy analysis tool

Competitive Position High

Strength of Service

Offering & Customer
Relationship
Low
Low High
Market Attractiveness
Network/Operator Control
STL
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Market Attractiveness in Telco is directly
linked to Network/Operator Control:

High control for Operator = Attractive
market (e.g. Mobile)

IP networks reduce Network/Operator
control and give increasing power to the
customer and others at the edge of the
network:

Owing to greater openness and

interoperability between networks, services
and devices

Understanding the speed with which
Operator control is weakening (and to
what extent they can control it) is critical
for operators when defining corporate and
product strategies

As networks ‘open up’, winners will be
those operators (and other service
providers) that have a strong service
offering and customer relationship:
They will capture most value in the chain

and be able to charge premium prices for
innovative products & services
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