











2 Full Convergence starts in 2008

The future of full convergence begins in 2008 as market and
service boundaries blur and expand. The scope of FMC will
expand beyond today’s technical convergence to play out
the future in a much larger arena including converged data
& broadband services, software and Internet services, me-
dia and entertainment, content and advertising, as well as
device manufacturing.

The market is forecast to expand beyond the current US$
1.5 trillion market for basic fixed and mobile voice to US$ 3.7
trillion. (See Figure 1). Our key goal must be to identify the
key opportunities and competitive challenges for capturing
parts of the new US$2.2 trillion revenues. There are two key
questions:

1. How can we tap into these opportunities?; and
2. Are we in shape to deliver these opportunities?

Our survey demonstrates that many of the existing FMC ser-
vices have provided sufficient value to customers for con-
verged offerings. As the industry moves into a new phase, a
short term focus on creating improved service experiences
that respond to customers’ needs is required. These services
must reduce complexity with services that bridge multiple
devices to allow customers to always be connected. In the

Figure 1: Industry Convergence
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,Convergence is at the heart of BT's strategy
and extends our addressable UK market
to over £30Bn rather than a fixed market of
circa £12Bn and presents an even greater ICT
opportunity for Global Corporations.

Our consumer and business customers really
value help in bringing together their services —
This is already resulting in more business and
longer lasting relationships as we are much
more relevant to their lifestyles and business
goals.”

Steve Andrews,
BT Group, Chief of Mobility & Convergence

long term, providers must meet the customers’ need to be
always in touch with a wide range of integrated devices that
unite all of their services. Interconnect is crucial to cre-
ate economies of scale for providing services over mixed
infrastructures.

The immediate opportunities are compelling — and will ena-
ble convergent operators to win new revenue streams and
to reduce churn. We can divide the factors for winning in this
new phase into two categories: ensuring that we provide
real customer value, i.e. be most relevant to the customers,
and get in shape for convergence, i.e. ensure the right
technological and organisational capabilities.

Signals from the Industry

BT and Sony partner to bring text messaging, voice and video
calls to the PSP gaming console

Telecom operators (e.g. Telecom ltalia, Deutsche Telekom,
Optus) are offering successful TV services over fixed or mobile

Swisscom’s OGO brings Instant Messaging Mobile

Intel commits to embedding personal computing technology
into mobile devices for true mobile Internet

Microsoft seeks a significant share of the advertising market
CBS is launching its mobile LBS? service (‘Loopt’)

Apple has introduced the much-hyped iPhone

Google is introducing its mobile platform, Android

Nokia is taking over Navtech
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3 The Value of Convergence for the Customer

A team of marketing specialists from different carriers and
vendors collected 50 trends each for consumers and busi-
ness customers. The key question was: in addition to base-
line requirements (e.g. price reduction), what are the key
trends from a customer perspective? We created a short list,
which was then subject to a FMCA member survey. In the
following sections, we share the top level results.

3.1 The consumer

For the mainstream consumer today, the key short-term re-
quirements are simplicity and consistent mobility in the
home or on the move. Consumers who take up innovative
convergent capabilities and services will generate great
value. Particularly for the younger consumers, expectations
of “mobility” are driven by their “networked lifestyle”. Access
to everything everywhere will be the norm. We see two re-
quirements:

 to access a diversity of services from a single device
— any time, anywhere, and
» to access the same services from a range of devices.

The consumer’s constant need to be “in touch” combined
with constant entertainment “snacking” — spontaneous media
consumption — make access to nomadic wireless broadband
mandatory. During the past ten years, the young have become
“network capable”. They are more sophisticated, smarter and
very demanding in their use of and expectations of the web.
Their access and communication needs are continually deve-
loping - from parties to cyber dating, from window shopping to
web browsing, class reunions to internet communities.Tradi-
tional Personal Social Networks are becoming Digital Social
Networks as they are enhanced and accelerated by IP.

Figure 2: Trends in the Consumer Market

“As a customer, | expect a good combination
of services in every step of my life”

Jean-Marc Capitaine,
Director FMC  Solutions,
Business Unit (Belgacom)

Consumer

Mobile devices lie at the heart of this transition. They have
become the most ‘fixed’ device® with the closest proximity and
relationship to the user. Over the next 2-3 years, “integration
of devices and federation of user identities” will increase this
person-device-service coupling. For the consumer living in the
pervasive networked world, the differences between the mar-
ket players and access technologies (fixed or mobile) must be
invisible. There is a significant 3-4 year trend towards “conver-
gence” playing an important role in meeting expectations for an
“‘independent life” - allowing the consumer to stay healthy and
attractive in an increasingly individualistic and aging society.

3.2 The business

For enterprise customers we see a balance of requirements:
consistent mobility at or away from the desk, productivity,
and cost effectiveness. We find that business has a greater
sense of urgency than consumers. Their speed of adoption
of trends appears to be faster than that of the consumer -
most high impact trends are deemed to be short term.

Mobile collaboration — the ability to conduct “networked”
business when away from the desk - is high priority. Business
users, like the consumer, are nomadic and expect instant
access everywhere. The pressure for increased productivity

Consumer Trends
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There are three key short term customer trends with
high impact

Simplicity - remove complexity, speed, and time
constraints

Provide wireless broadband when at home and
mobile

Digital social ne tworks - the self as a brand; users
generating content

During the next 2- 3 years
Integration of devices and user identities
Always in touch

“Snacking” Entertainment — spontaneous media
consumption

A key 3-4 year/ high impact trend is

Independent life - stay healthy and attractive in an
increasingly individualistic and aging society

3 Refer to: Professor Michael Hulme (CSMTC), Social Networking and
Mobility: Emerging Technologies and the Convergence of Applications
and Services, 2007.



Road to Full Convergence

demand instant access to, and the management of, rapidly
expanding real-time information. Companies will concentra-
te on security, minimising risks, and compliance to business
rules. This will require increasing provider spending on net-
work and information security. Business will harness “con-
vergence” to resolve the pressure which constrain or grow
their business. The survey also noted the globalisation trend
will take the slowest speed of adoption. As their customers
become more demanding and see close-to-zero switching
costs, all enterprises will need to deliver the best customer
experiences in the game...from service and products innova-
tion, operational effectiveness and efficiencies, to excellent
reactive and real-time customer services.

3.3 The “business” becomes the “consumer”

Businesses are already exploring the digital consumer space.
They are seeking to create a “presence” in social networks
frequented by millions of consumers. Providers of conver-
gent services propose their ICT networks into the consumer
space as distribution networks for the business community,

The FMCA'’s “Customer Convergence Charter”

,Convergence” means:

Bringing together
my communications, information, media,
and transactions

from any of my service providers, on any of
my devices,
with a consistent service experience, in a
cost effective way

in order to manage and engage
in my personal, social and business life
anywhere!

Figure 3: Trends in the Business Market

“In five years, a large proportion of operator
revenues will come from B2B2C”

Enrico Bagnasco,
Head of Research & Trends
(Tilab - Telecom Italia)

positioning as a mediator. This role is characterised by the
term “B2B2C-Business Models” and plays a pivotal role for
the operators on the road to full convergence.

3.4 The FMCA Customer Convergence Charter

Most FMC providers are still in a supply-driven world. Com-
petition has concentrated on access technologies and basic
service capabilities. Players must now compete in an open
market place. The old demarcation lines are dissolving.

As convergence intensifies, customers are increasingly faced
with insufficiently compatible service offerings (another stan-
dard — yet another incompatibility). Individual and business
customers are involuntarily placed in the role of an ‘inte-
grator’ of convergence. Our challenge is to resolve these
issues to ensure excellent customer experience and to iden-
tify how to provide real value to customers. We must meet
their needs and act beyond their expectations. These are the
roots of our opportunities! The primary customer requirement
is that providers combine their communication, information,
media, and transaction needs on any of their devices with a
consistent service experience and ease of use, anywhere.
This is the basis of the FMCA's “Customer Convergence
Charter”.

Business Customer Trends
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Medium impact in the next 3-5 years

hort-term/ high impact
mobile collaboration- Collaborating without wires and
not being fixed to a desk
managing more and more information — Growing
amount of data and need to manage it — the info-centric
enterprise
cost control and optimization of assets — Lean
operations and optimization of all assets, incl. ICT
increased productivity — Through real-time access to
information and instant contactability

igh impact during the next 2-3 years
Customer service seen as key differentiator
Focus on security and minimizing risks
Use of business applications
Outsourcing of non-core activities

Globalization Materials, services and talent will
increasingly be sourced on a global basis. Outsourcing of
non-core activities has been rated with the slowest speed
of adoption
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