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Loading the Network

Mobile data is already a
big chunk of revenue for
many operators; in the
case of NTT DoCoMo,
the world's biggest
mobile data carrier, 45%.

a single high-end phone
like the iPhone or

BlackBerry generates
more data traffic than 30
pasic or feature phones

global mobile data
traffic will pass 1
exabyte (EB) - a
million terabytes - for
the first time this
year.

3G dongles and
smartphones have
driven up mobile data
usage by 10 to 15
times prior volume.

In the next year
both North America
and Western
Europe will top the
1 EB mark in
mobile data traffic.

A laptop aircard
generates more data
traffic than 450 basic-
feature cell phones
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The Benefit of a Full Transformation

Business system
transformation
Transformation

led by new-product
introduction

Transformation
driven by technology
(eg, network upgrade)
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Relative share price performance of telcos that treat an NGN investment as full
business transformation, new product introduction and straight forward
network upgrade.

After Rey and Sarrazin (2006) McKinsey Quarterly



We realised we had to change
Economic drivers were a better cost structure and new revenue

Revenue / New wave ICT
services portfolio
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making Hard Decisions inevitable

Either

Or in the worst case do nothing at all ...!!

With 21CN BT has set out strategy for investment and growth &
created a Transformation Programme for the entire business




BT’s Transformation Journey
Realise you have to change
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Create
powerful

roles to own
processes

Achieve

Technical and
Process Architecture

People: Address
the key influencers

Establish and Communicate
Vision, Roadmap

Understand
where you are

Realise you
have to change
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Three Investment Cases were analysed

e “Sustain Existing Network”

« 20 year life span on BT's digital exchange equipment exceeded
* Expensive risks:

— faults accelerating

— difficulty in getting spares

— financial penalties for breaching SLAS
 but, conservative costs used

— assumes opex remains nearly the same as today

— In spite of expected higher fault rates and spares costs

* “Provide Converged Core” (21CN),

— migrating multiple processes and platforms on to a single platform.

— Provides cost savings for the capital invested over a period of 10
years

* “Provide Deep Fibre” to the premises

— Too expensive for the UK network brownfield sites
— Potentially economic when deployed in greenfield sites



How the Business Case was built

Compares costs of Sustain Case to 21CN Case over a 10 year period

« Sustain: the cost of maintaining and upgrading the individual Legacy platforms

o 21CN: the 10 year cost of building the Converged Core whilst maintaining the
Legacy platforms until their closure

 Product volumes in each case assumed to be the same

BT Senior Management insisted that none of the potential revenue
upside opportunities were considered in the 21CN Converged Core
business case

The case had to be proven purely on cost savings, (eg due to reduced
number of platforms)

Very, very conservative case built

Key to realisation of benefits is the intercept of spend on Legacy
platforms with investment on the 21CN



& many benefits are already being delivered

Portfolio Transformation
— Generic Product model up and running

« Enables Configure to Order, instead of Engineer to Order
— Product change Cycle Time significantly reduced

* SAN product launched in 1-3 days rather than 15-30 days
— Average re-use cost saving of >15% regularly achieved

» Greater savings for major infrastructure product launches
— Many next Generation products launched

« Fusion FMC, BT Vision, Tradespace, Wireless Cities, Home Hub
— Product Rationalisation well under way

» ~68 products successfully retired

Systems Transformation
— Migration to Common Capabilities
» 160 capabilities defined/designed
» 87 capabilities built & in operation
— Systems rationalisation
» 1104 systems successfully closed down



. and Converging the Network

A future-proof multi-service
platform on IP technology

Eliminating 100,000 network
components

Common systems & processes
for all products

Reducing 3,000 systems to
100 major systems

>1500 man years in developing
new IT systems

1,000’s km of new core and
access fibre optic cable
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By Open Innovation




Integrated Operator —
APAC: Infrastructure Consulting Practice

Developing countries may possess low teledensity bu t as affordability of basic fixed and mobile
services reduces, there is the prospect of substant lal, sustained traffic growth. Capacity planning

must optimise the deployment of new networks, but a Iso the architecture must be sufficiently
robust to allow smooth capacity growth.

Business Issue: A successful new operator had established
a core network that grew from scratch to supporting 20m
lines. Although impressive, a five-fold traffic increase could be
envisaged in the next few years. The operator had little idea
about how the existing architecture would scale.

Solution: BT Telconsult provided a small audit team
comprising two subject matter experts — one networks and
one systems — who conducted in-country assessments and
interviews, supported remotely by further experts in BT’s
organisation. It provided confirmation of those parts of the
infrastructure that could scale and those requiring change.
The team offered solutions to all highlighted problems.

Benefits: The client was able to pursue its growth plans with renewed confidence, noting what corrective
actions were required, and secure revenue growth. It was able to prioritise its transformation plan based
on the seriousness of problems found. It was found sufficiently valuable to extend the scope of the
assessment into other areas such as security and customer service.

NGN technology growth strategy client example



Fixed Operator —
APAC: Infrastructure Consulting Practice

With legacy networks suffering from lack of spares and support and hence subject to spiralling
costs, operators are turning to NGN as a replacemen  t. Additionally, new services are required to

serve markets well, as well as operational improvem  ents. The complexity of NGN requirements
has to be well understood in order to avoid under-d elivery and costly re-work cycles.

Business Issue: An established fixed line operator had
embarked upon a PSTN replacement programme with NGN
Access Gateways and Softswitches. They realised that the
network was not performing to the level of service expected
due to customer complaints and difficulty providing end to end

fault management.

Solution: BT Telconsult provided an assessment team
comprising seven subject matter experts covering; IP, Voice,
Access, Systems, Processes, Techno-economic
management and strategy. The assessment identified some
quick-fix technical solutions but also examined underlying
causes in organisation and programme design. In this case,
the complexity of the programme was underestimated and the
capability to manage change was overestimated.

Benefits: The client received an objective, comprehensive and constructive report and presentation on
what went wrong and a clear set of recommendations to address symptoms and underlying causes. The
client is now using these recommendations to bring stability to the network, improve the organisation and
plan for the remaining migrations.

NGN Assessment client example




Fixed Operator — APAC:
Infrastructure Consulting Practice

Competitive pressures and technological changes con verge in NGN, which allows a low-cost
infrastructure to be built that provides services f lexibly and economically. But the migration to a ne

infrastructure is an enormous challenge, requiring comprehensive strategic consideration to derive
an VISION supported with a ROADMAP that shows howt o0 approach the vision in time.

Business Issue: An incumbent in the APAC region understood the
breadth of considerations needed to begin NGN migration. As
internal resource was overstretched, and the incumbent was aware
that the functionality, efficiency and economics of the new network
would be impacted if not developed and delivered optimally, it
decided to bring in an experienced operator to provide a practical
vision. Additionally, the client required advice on how NGN would
Impact on organisation design and procurement.

Solution: The operator saw BT as benchmark in NGN. Five teams
from BT focused on network, operations support systems (OSS),
procurement, organisation design and financial business case.
Initially this meant capturing and analysing the “as is” position in all
domains before envisaging a target architecture (vision) and the
major steps required each year in order to realise the vision
(roadmap). For effectiveness, there was a dual-lingual aspect to this

project covering both consultation and deliverables

Benefits: BT proved the financial case for NGN, calculating a NPV of $1.1bn and estimating annual opex
savings rising to approximately $85m pa. These two outcomes, the roadmap and the business case, gave
executives confidence to proceed with one of the largest investments in their history. BT met the client’s
specific request of providing not just recommendations on what to do, but also how to implement them. Thus,
the primary benefit was a highly practical sequence of events that would form the basis of annual planning and
budgeting




Offices worldwide
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