Telecommunications after the bubble
- current market trends

FES / ASPEK Seminar , Privatization of Telecommunication Sector"”
3 May 2005, Jakarta

Michael Schwemmle

..input
consulting 4




The TLC-Sector grew heavily until the turn

of the century

B Revenue (left scale) O Investment (left scale) === Access lines (right scale)
— Access paths (fixed lines and mobile subscribars) (right scale)
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The end of the new economy slowed down

the growth of the sector, but didn‘t stop It
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The TLC-Sector seems to be back on the

track of a moderate growth - worldwide ...
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... and In Germany

Deutschland: Markt fir Telekommunikation in Milliarden EUR
und Wachstum in Prozent 2000-2005

Cvolumen in Mrd. EUR ——Wachstum in Prozemnt
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i n p u t Source: EITO 2004; German TLC market annual growth and volume 2000-2005
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The growth of the TLC-Sector Is not

reflected in a comparable expansion of jobs
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TLC-employment in Germany (Deutsche

Telekom and competitors) is declining
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... due to steady increases in productivity -
not only in Germany ...

Productivity Development T-Com (national) '
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in million

. | N p U t Source: Deutsche Telekom AG
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... but worldwide ...
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.and due to a growing pressure by

competition
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... resulting in personnel reduction

programs
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After a short break, internationalization In

the TLC-Sector Is gaining speed again ...

Neu vernetzt
Aktuelle Pline fiir Fusionen und Ubernahmen in der Telekombranche
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... but with a tendency to focus

on the ,own continent” - the case of DTAG
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Having reduced their debt burden

substantially (the case of DTAG again) ...
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the big players re-accelerate concentration

and re-integrate former subsidiaries ...

B Recent mergers and acquistions in the TLC-Sector:
m SBC - AT&T
B Verizon (Quest?) - MCI
B Sprint - Nextel
B Cingular - AT&T Wireless
N

B Reintegration of former subsidiaries:
B Deutsche Telekom - T-Online
B France Telecom - Orange, Wanadoo, Equant
B Telecom ltalia - Telecom Italia Mobile
M Telefonica - Terra Lycos
B
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... the last point leading to new company

structures (here: Deutsche Telekom)

Deutsche
Telekom
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Technical and market trends to come - and

probably here to stay - in the TLC-Sector
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From narrow band to broadband ...

From single play to ,triple play*” ...
B voice, TV and fast internet via telephone line

From fixed to mobile ...
B revenue Deutsche Telekom 2004
» 22.4 bn. Euro in fixed-line networks
» 25.5 bn. Euro in mobile networks
B take-off of broadband mobile technology?

From traditional public switched telephone networks
to IP-based networks (Next Generation Networks) ...




VoIP (Voice over Internet Protocol)
- the next big thing in the TLC-Sector ?

International growth of the VolP market

International carrier VolP minutes (billion minutes)
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VoIP - athreat to the jobs in the TLC-Sector
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VoIP - more precisely: Next
Generation Networks (NGN), based
on IP - will increase productivity,
reduce costs and squeeze revenues
of fixed-line operators.

Verizon (USA) expects to close 4 out
of every 5 central offices! The
central offices that remain will be
filled with computers, servers, and
routers.

A similar consolidation is possible
for every telco as VolP will likely be
dominant over next 3-5 years.




Summary and conclusion

B The present telecommunications market is
characterized by

B moderate, but steady growth,

B stagnant or even declining employment,

B geographically focused internationalization,
B concentration and re-integration.

B The roll-out of IP-based networks and the advance of
VolIP will lead to a sharp increase in productivity and
can result in massive job-cuts.

B The main challenge for trade unions in the TLC-
sector in the years to come will be the protection of
jobs.
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