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Convergence is impacting the industry both in terms
of value proposition and internal operation ...

... but convergence is a process that demands large
network capacity and network intelligence

Who is going to pay for the NGN/NGA deployment ?
How NGN/NGA will be managed ?

Lessons we should learn
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Convergence is impacting the industry both in terms of
value proposition and internal operation ...

More services Convergence Less costs, less complexity
Integration of offerings Increase of the efficiency

m Operators introducing 2P, ‘ m Consolidation among
3P, 4Play offerings

Telecom vendors

Benieas Contents
NOKIA + SIEMENS =
m Internet companies ' e O Haeen @
. . . . : Mobile
bursting in with disruptive
models m Deployment of all-IP
networks and platforms
- New Internet services and
contents _ _
Microsoft Google YoufTH) m |T infrastructure and
software vendors entering
- Telecom services offerings in the Telecom space
(e.g. VoIP, messaging) More, better,
Microsoft <3753 YaHoO! cheaper, easier
services for the o TDE W
customer
“Yelefonica

20080625 OECD-SEOUL


http://images.google.com/imgres?imgurl=http://blog.eun.org/SID2007/upload/Telefonica_logo.png&imgrefurl=http://blog.eun.org/SID2007/crossing_borders_general_strand/&h=281&w=555&sz=11&hl=en&start=1&um=1&tbnid=Ko9j-wHbQzoKlM:&tbnh=67&tbnw=133&prev=/images%3Fq%3Dtelefonica%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26rls%3Dcom.microsoft:en-US
http://images.google.com/imgres?imgurl=http://www.porticus.org/bell/images/att_horiz_color_lrg.gif&imgrefurl=http://www.porticus.org/bell/bell_logos.html&h=289&w=608&sz=23&hl=en&start=2&um=1&tbnid=a-KrM3qPuqQB-M:&tbnh=65&tbnw=136&prev=/images%3Fq%3Datt%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26rls%3Dcom.microsoft:en-US
http://images.google.co.uk/imgres?imgurl=http://algotel2007.labri.fr/images/france_telecom_logo.gif&imgrefurl=http://algotel2007.labri.fr/&h=517&w=499&sz=17&hl=en&start=4&um=1&tbnid=jKXourzChFddiM:&tbnh=131&tbnw=126&prev=/images%3Fq%3Dfrance%2Btelecom%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26sa%3DN
http://images.google.com/imgres?imgurl=http://www.costpernews.com/wp-content/uploads/2007/05/google_logo.jpg&imgrefurl=http://www.costpernews.com/category/acquisitions/&h=1500&w=3600&sz=277&hl=en&start=1&um=1&tbnid=-BCryA-2oHT9GM:&tbnh=63&tbnw=150&prev=/images%3Fq%3Dgoogle%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26rls%3Dcom.microsoft:en-US
http://images.google.es/imgres?imgurl=http://www.image2day.com/blog/wp-content/uploads/2006/08/WindowsLiveWriter/YoutubeVideoreclame_79C3/logo_youtube%5B7%5D.gif&imgrefurl=http://www.esquinalateral.gdrnet.com/&h=274&w=640&sz=12&hl=es&start=1&tbnid=whmfmznZGJ59xM:&tbnh=59&tbnw=137&prev=/images%3Fq%3Dlogo%2Byoutube%26gbv%3D2%26svnum%3D10%26hl%3Des
http://images.google.es/imgres?imgurl=http://www.trevorfitzgerald.com/files/uploads/skype-logo.jpg&imgrefurl=http://www.trevorfitzgerald.com/stuff/conference-call-with-me&h=195&w=260&sz=11&hl=es&start=2&tbnid=46FE29bjNZdFDM:&tbnh=84&tbnw=112&prev=/images%3Fq%3Dlogo%2Bskype%26gbv%3D2%26svnum%3D10%26hl%3Des
http://images.google.com/imgres?imgurl=http://www.hotrodscustomstuff.com/Cars/61yahooOlds/yahoo_logo.gif&imgrefurl=http://www.hotrodscustomstuff.com/yahoo-01.html&h=142&w=750&sz=9&hl=en&start=4&um=1&tbnid=24dGFcIS8ZOvEM:&tbnh=27&tbnw=141&prev=/images%3Fq%3Dyahoo%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26rls%3Dcom.microsoft:en-US
http://images.google.es/imgres?imgurl=http://www.canalpda.com/files/images/logo_nokiasiemens.thumbnail.png&imgrefurl=http://www.canalpda.com/taxonomy/term/130/all%3Fpage%3D8&h=47&w=100&sz=8&hl=es&start=3&um=1&tbnid=g0SJHoYAGA6VVM:&tbnh=39&tbnw=82&prev=/images%3Fq%3Dlogo%2Bnokia-siemens%26svnum%3D10%26um%3D1%26hl%3Des
http://images.google.com/imgres?imgurl=http://cygnus.fit.edu/amalthea/images/logos2/Siemens_Logo.jpg&imgrefurl=http://cygnus.fit.edu/amalthea/advisoryboard.php&h=661&w=4096&sz=75&hl=en&start=1&tbnid=7LIBePZqzxLVsM:&tbnh=24&tbnw=150&prev=/images%3Fq%3Dsiemens%2Blogo%26svnum%3D10%26hl%3Den
http://images.google.es/imgres?imgurl=http://www.datacom.cz/files_datacom/images/Alcatel-Lucent-logo.jpg&imgrefurl=http://www.datacom.cz/Alcatel_Lucent&h=170&w=484&sz=11&hl=es&start=3&um=1&tbnid=v_IysfDiQgA-oM:&tbnh=45&tbnw=129&prev=/images%3Fq%3Dlogo%2Balcatel-lucent%26svnum%3D10%26um%3D1%26hl%3Des
http://images.google.es/imgres?imgurl=http://www.myway.de/jhempel/Jhempel2/luci.gif&imgrefurl=http://www.myway.de/jhempel/Jhempel2/lucent.htm&h=429&w=963&sz=29&hl=es&start=2&sig2=36Pu2jTNbE9w8P0Ok9tetQ&um=1&tbnid=tZ2F3kxJiWf0bM:&tbnh=66&tbnw=148&ei=hJCgR_PYDpe8iAGFzsmdCg&prev=/images%3Fq%3Dlucent%2Blogo%26svnum%3D10%26um%3D1%26hl%3Des%26rlz%3D1T4IRFA_enGB256GB256%26sa%3DN
http://images.google.es/imgres?imgurl=http://www.iwpc.org/images/logos/alcatel_logo.jpg&imgrefurl=http://www.iwpc.org/members.asp&h=553&w=1843&sz=48&hl=es&start=1&sig2=APG_L6XCxAfWyKmegsxkYQ&um=1&tbnid=cIpnVQEi9NTjKM:&tbnh=45&tbnw=150&ei=mJCgR9GSCIHIiAHMq_iXCg&prev=/images%3Fq%3Dalcatel%2Blogo%26svnum%3D10%26um%3D1%26hl%3Des%26rlz%3D1T4IRFA_enGB256GB256
http://images.google.co.uk/imgres?imgurl=http://www.daimi.au.dk/mobile/pictures/Nokia_logo2.jpg&imgrefurl=http://www.daimi.au.dk/mobile/&h=250&w=250&sz=34&hl=en&start=4&um=1&tbnid=x25ehhQ2EP-cIM:&tbnh=111&tbnw=111&prev=/images%3Fq%3Dnokia%2Blogo%26svnum%3D10%26um%3D1%26hl%3Den%26sa%3DN
http://images.google.es/imgres?imgurl=http://www.impactotec.com/images/sun_logo.png&imgrefurl=http://www.impactotec.com/&h=231&w=520&sz=4&hl=es&start=1&um=1&tbnid=l3GOlBiO2svaoM:&tbnh=58&tbnw=131&prev=/images%3Fq%3Dlogo%2Bsun%26svnum%3D10%26um%3D1%26hl%3Des
http://images.google.es/imgres?imgurl=http://media.arstechnica.com/journals/apple.media/thumb/200/200/cisco_logo.jpg&imgrefurl=http://arstechnica.com/journals/apple.ars/2007/02/01/6849&h=1252&w=2312&sz=157&tbnid=ay92CzDo_V_RkM:&tbnh=81&tbnw=150&prev=/images%3Fq%3Dcisco%2Blogo%26um%3D1&start=3&ei=k5agR9P7C5vG0gTE07DaCg&sig2=H2QH0TFnsPqr-I37AmS8NA&sa=X&oi=images&ct=image&cd=3

... but this concept, that has been around for more than 15
years, did not meet expectations in the 90’s and early 00's

Broadband 00's
capacity plays ( el
Publication, Audio
’ i ; ' ONVERGENCE
a key role as 90’s Video, Pheto, etc.) - > 4
enabler of the RS S "
vision of L7

70’s P o
P Communications

convergent
markets and 60's |-~
services ANALOG Technological Evolution  y.,~17aL

Digitalization

Convergence is a process that favours the

development of new services that demand NGN/NGA iIs the
larger N€tWOTrk capacity and only way ahead
network intelligence
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Technological evolution could support and foster
broadband growth ...

Mobile Broadband Fixed Broadband
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Source: IEE Spectrum, Julio 2004; Phil Edholm; Hussein Eslambolchi
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. that new services and user habits require ...

Estimated traffic 2015
EE.UU. Exabytes

_ = ' 100
P Traffic \ u Fl.lm download
m Video conference 400
EE-U%)2015 m Distributed processing and 50
backup over the network
—1-Zettabyte m Internet Video , Games, 200
& Virtual Worlds |
50 times 2006 | = IPTV 100
t%‘fic m Corporate IP 100
=4 E-mail, Web, VoIP, picturep, |
50 millions muSic 50

Locs Rl
Total

* LOC = American Congress Library (: 1 Zettab yte)

Source: Discovery Institute 2008
Source: IDC, Ovum, Pyramid, Cisco IBSG

= Those are services that citizens demand and deserve.
= Access to those services will become the true digital
divide
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... but NGN/NGA deployment is a high risk investment that

requires an adequate environment

Investment Approach

Regu I_atlon _and
public policy = Push infrastructure

framework plays a = Guarantee adequate

. t
key role creating an
. . onaitions
iInvestment friendly

) » Favours infrastructure
environment competition

= Regulation aligned with
investment goal

Differences in support from regulator and government
IS one of the key reasons for the diversity in rollout
strategies
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Discussion about NGN/NGA management principles
goes back to the debate smart vs. dumb pipes, but ...

1. Smart pipe 2. Dumb pipe
Monetisation
_Voip 4 " PORTAL
Telco- ‘\ Subs:rlptlon
m manag | \ Advertising » Advertising
ed } e-commerce *~ SubscriptiofR—A_ ]
c @ > SN
m pipe / —  eCommerce
Q
e
) & ) <
Y o
Digital ~ Teesi R
Ecosystem ~ ottessmesssessesssesses

... this is not a technological discussion, but a strategic
one:

A debate about positioning in the sector value chain
A debate about risk and benefit relationships

A debate about business models
Yelefonica
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A first answer to NGN/NGA management approach:
The Net Neutrality principle

Net neutrality principleis the bet on the dumb pipe approach impeding
agents that must invest in the deployments of new networks to provide a full
range of services

What it does focus on What it hides

Citizens rights Network investment needs
Freedom to access to all kind of Relationships between business
contents risks and business profitability
Freedom to access from all kind Network upgrades roadmap

of devices Consumers rights

Risk of abuse by network owners Quality of service

There is not, and there has never been, a
real or potential risk for none of these
Issues

Net Neutrality is a concept that undermines industry capacity to
invest, innovate and to properly manage networks and offer
adequate services to customers

] Tetefinica
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An alternative answer to NGN/NGA management
approach:

Fal!ro@'[l‘eg g§1m%rt n etWO r k man ag eorpc%rthensive target

—
Quality of service
management Consumer
Transparency rights and
Services adapted to satisfaction

consumers needs

* Wide range of offers providing
citizens with the services they
demand and require

® Transparency in
consumer-provider
relationship

® Clear quality of service
commitment

® No hidden cross

e Service innovation not restricted subsidies among

® Transparency in

Network manager- « Offering for both intensive and consumers (P2P)
service provider low profile users * Wide range of offers
relationship

Fair and Smart Network management would allow a balanced
market development with clear incentives for both network
managers and services providers
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Regulation must support NGN/NGA deployment through
a sustainable model based on platform competition

Market dinamization

New infrastructure and extension

deployment
= More services adoption

= NGN = Consumer empowerment
= NGA: = Quality of life improvement
= HSDPA - LTE BT
= VDSL — FTTX * Productivity increase
= DOCSIS 3.0
* WiIMAX

Innovation and new
services development

» Development of bundled offers
» Increased competition
* Price reduction

10 Jelefonica
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Regulation must foster innovation and investment

Key principles

Geographical Wholesale Commercial Regulatory
commercial flexibility Symmetry
segmentation ek
... reflecting the ... relying on ... fostering avoi.ding.
level of competition commercial innovation in dIStortI(_)r_ls In
in each market agreements products and competition
services through extreme
ex-ante regulatory
measures
Yelefonica
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Conclusions

The deployment of NGN/NGAN is:

1. A key element for competitiveness of any
economic area in a global world

2. Together with Internet contents and services, it
IS one of the cornerstones of the new model of
economic development
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