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Vodafone, for example, has rolled out a new messaging
proposition in 15 markets. It first launched these RCS-based
services in 2013. Vodafone customers can use the RCS app to
send messages to people on other networks, but when a
recipient doesn’t have the RCS service, it falls back to SMS.

Call+ was launched in September 2015. It gives Vodafone
customers a more interactive and personal experience when
making voice calls by introducing new pre-call, in-call and
post-call features. Call+ was the world’s first Enriched Calling
service and, in combination with the Voice over LTE services
available in several Vodafone markets, delivers a truly enriched
calling experience.

Vodafone has ensured that Message+ and Call+ are the default
messagding and calling apps on Vodafone (the third best-
selling brand through Vodafone). Moreover, Samsung and HTC
handsets sold through Vodafone also ship with a RCS-
compatible default messaging and calling apps. iOS [and
Windows] users on the Vodafone network can also download
Vodafone RCS apps. However, these don’t replace the default
messaging and calling apps.

Vodafone is also rolling out advanced communications
services in emerging markets, as well as Europe. As more
people upgrade from feature phones to low-end smartphones,
Vodafone sees strong demand for rich IP-based messaging.
Although the actual service is free, the underlying traffic
comes out of the consumer’s prepaid or post-paid data
bundle, unless they are using WiFi.
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The push for an o
interoperable ecosy

In February 2016, mobile operators from around the
world, including América Movil, Bharti Airtel,
Deutsche Telekom, Etisalat, Globe Telecom, KPN,
Millicom, MTN, Orange, PLAY, Smart
Communications, Sprint, Telenor Group, TeliaSonera,
Telstra, TIM, Turkcell, VimpelCom, Vodafone, the
GSMA, and Google announced the launch of an
initiative to enable all operators worldwide to
provide an open, consistent, and globally
interoperable messaging service across Android
devices. Operators have agreed to transition toward
a common, universal profile based on the GSMA’s
RCS specifications in partnership with operators
and device makers and Google will provide an own
RCS client for Android devices.

ignhing on a universal RCS profile, mobile

tors worldwide will be able to deploy a

stent RCS implementation, feature set, and
figuration. The Android RCS client provided by
oogle will be based on the universal profile,
enabling consumers to access RCS services on
their devices. Features such as group chat, high-res
, read receipts, and more, are set to
of the operator messaging

, potentially enhancing the experience of
than four billion SMS users worldwide.
plans to also support GSMA RCS advanced
ng features in future.

The universal and client will enable a
consistent an roperable messaging experience
between all Android devices and across all
operators worldwide, as well as ease
interoperability testing between networks and
significantly reduce time to market. “The
agreement with Google will broaden the entire
ecosystem,” says Enrique Marti del Olmo,
Vodafone’s global head of communication services.

The universal profile can be implemented by other
operating systems and will be supported by a
formal GSMA accreditation process. Google will
also provide an open source version of their cIient

SVoWi-Fi is a complementary technology to VoLTE that utilises IMS technology to provide a packet voice service delivered over IP via a

Wi-Fi network.

The strategic importance of
communications services

Vodafone believes it is strategically important for
mobile operators to deliver advanced
communications services. “The feedback we had
from customers was that we had to move our
service forward. It is what customers expect,” says
Enrique Marti del Olmo. “We have a
communications brand and people expect us to
provide safe and reliable communications services.”

Other major operators also see the strategic
importance of offering advanced communications
services. Orange, which has launched RCS, VolLTE
and VoWi-Fié services, sees a communications
proposition as a key part of its relationships with
end-users. “Telephony is in the DNA of who we
are,” says Jean-Marie Culpin, executive vice
president responsible for marketing and customer
experience at Orange. “If you lose the relationship,
you won'’t be able to increase the ARPU and sell
additional services. We can’t be a dumb pipe. We
want to keep our relevance.”

Deutsche Telekom believes that communications
apps are fast becoming an important platform
through which a wide range of companies can sell
products and services. Kobus Smit, head of voice &
messaging products for Deutsche Telekom and
chair of RCS at the GSMA, says: “We see huge
opportunity because messaging is becoming the
next platform. A huge amount of interaction
between individuals and businesses is going to
happen in and around the messenger..very real
marketing principles, such as customer acquisition
and customer retention, cost a lot of money and ¢
messaging channel is a very efficient way of
getting that...it is a very valuable channel and
definitely monetisable.”
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Different markets, different services

The GSMA has conducted detailed consumer research that explores usage of services, such as Facebook
Messenger, WhatsApp and WeChat, and usage of mobile operators’ SMS and voice calling services in
different markets. The GSMA commissioned Context Consulting to carry out an online survey of 4,045
Internet users across Spain, India, China and the US in March 2016. That research found that 64% of the
respondents across the four markets are using SMS daily compared with 75% using instant messaging.
Some 80% said make and receive phone calls daily and 27% video calls.

However, there are major differences between markets. In Spain, for example, only 23% said they still use
SMS daily, compared with more than 75% in the other three markets. In India, 81% of the respondents said
they use SMS daily.

Current feature usage

Make / receive
phone calls Send / receive IM Send / receive SMS Video calls Download apps

80% 12% 15% W% | % % 2%
Spain 49% 3% 13% 19%
3% 35% 15% 14%

Weekly

“In some markets, people are still hitting the SMS button and we have an opportunity to give them a better
experience,” noted Kobus Smit at Deutsche Telekom.

Spain - a WhatsApp stronghold

In Spain, the popularity of instant messaging appears to have curbed usage of SMS and possibly voice calls.
Consumers adopted WhatsApp early, partly because of the perceived expense of SMS and partly because
of the economic downturn, according to Context Consulting. A remarkable 89% of respondents use
WhatsApp for chat/instant messaging each week, while 53% use Facebook Messenger, 35% Twitter and
23% Google. WhatsApp is also the most popular tool for group chat and VOIP calls, while Skype is the
leading service for video calls.

Current app and feature usage - Spain

Whatsapp
Twitter

Google

WA FBM TW SK GL WA FBM TW SK GL WA FBM TW SK GL WA FBM TW SK GL WA FBM TW SK GL WA FBM TW SK GL

APP USAGE Chat / IM Group chat VolP / Wi-Fi call Video call Location sharing
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India - Facebook and WhatsApp dominate

In India, almost all of the respondents (who are all smartphone users) use instant messaging, SMS and voice
calling services on a daily basis. Facebook Messenger and WhatsApp lead the IP-based communications
market. Almost three quarters of the respondents said they use Facebook Messenger for instant messaging
or chat each week, while 69% use WhatsApp. Skype is next with 43% and Hike Messenger is also popular.
WhatsApp also leads Skype in the market for VOIP calls, but the latter is the most popular service for video
calls. However, it should be noted that most Indian consumers lack fixed line Internet access and the usage
patterns of this group aren’t captured in these figures.

Current app and feature usage - India

Whatsapp
—

WA FBM SK HK IMO WA FBM SK HK IMO WA FBM SK HK IMO WA FBM SK HK IMO WA FBM SK HK IMO WA FBM SK HK IMO

APP USAGE Chat / IM Group chat VolP / Wi-Fi call Video call Location sharing

The USA - highly competitive

In the US, the survey found SMS is still the most widely used communications service, well ahead of instant
messaging. However, Context Consulting believes those figures may be blurred by the popularity of Apple’s
iPhone in the US. The iPhone enables consumers to use the same app to exchange both conventional SMS
and IP-based iMessages.

In the US, Facebook is a very clear market leader in chat and instant messaging through Facebook
Messenger and to a lesser extent WhatsApp. Facebook’s photo sharing app, Instagram, is also increasingly
popular in the US. More than half of respondents said they use Facebook Messenger at least once a week
for chat and instant messaging, compared with 25% for Twitter. Only 18% use Skype for this purpose and
17% use Google. But Skype leads the VOIP (15%) and video call (24%) markets.

Current app and feature usage - USA

FB Messenger

Whatsapp

FBM TW S NA FBM TW SK GL WA 3 WA FBM GL WA 3 WA SK GL WA

APP USAGE Chat / IM VolP / Wi-Fi call Video call Location sharing
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Current app and feature usage - China

WeChat

Qaa

we we aa w a
APP USAGE Chat / IM Group chat VolP / Wi-Fi call Location sharing

IN
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The business case for advanced
communications

Most of Internet-based communications services appear to be free to the consumer in the sense that they
don’t levy a charge beyond what the user pays for the underlying connectivity. Instead, these services
tend to earn revenues by brokering targeted advertising and marketing messages, which, in practice,
means the consumer pays for the service by sharing personal data and by giving up some of their screen
space to adverts.

To compete effectively with Internet-based communications offerings, most experts believe that mobile
operators also need to make IP-communications services free at the point of use (the consumer doesn’t pay.
anything on top of the charge for their service bundle). The consumer research by Context Consulting
found that even charging US$1 a month would dramatically reduce take-up, assuming the Internet-based
alternatives remain free.

Share of Preference change, if service is offered for $1 per month or equivalent
by any mobile opeartor, with rest of services free

Advanced Communications
Google
WhatsApp
—

Market Share Skype
Loss —
WecChat

But mobile operators that offer a “free” communications service could still see substantial financial benefits.
In fact, the deployment of advanced communications services could generate US$5 billion of benefits for a
typical operator in a developed market over the five years to 2020, according to a business case model
developed by GSMA Intelligence. The research defines a typical operator as a tier one player, but not an
incumbent, in a developed market with 15 million unique customers (90% post-paid) and annual revenue
approaching US$10 billion. The model assumes that smartphone penetration in the market will rise to 76%
in 2020 from 55% in 2016, while the proportion of devices in use that are enabled for IP communications
will rise from 40% to 94%. The model also anticipates that subscriber conversion rate to advanced
communications will rise from 10% to 50% over the timeframe.
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Enriches user experience

3.5bn°

Smartphone connections

Advanced Communication is
needed to modernise user
experience & drive retention

Marginal revenue growth

0.6%

Net new Revenue

Cumulative incremental revenue (net of
cannibalisation by RCS) comraed to all
no-gp recurring revenue in 2016-2020

e operator

Significant Cost Reduction

10%

OPEX saving

Cumulative as a result of IMS compared
to ‘no-go’ in 2016-2020



“The business case is about the perceived value of the bundle
- if you don’t offer an attractive voice and messaging service,
the value of the bundle in consumers’ minds is diminished,”
adds Enrigue Marti del Olmo of Vodafone. “Consumers see
value in a trusted, reliable communications proposition.”

The deployment of advanced communications services is also
likely to help a mobile operator reduce churn, saving some
revenues that would have been lost. GSMA Intelligence
believes these saved revenues could amount to between 0.3%
and 1.5% of total revenues.

However, GSMA Intelligence does assume that the advanced
communications services will cannibalise existing SMS
revenues, reducing the revenue uplift by between 2.5 and 12.5
percentage points.

The cost savings opportunity

If an operator invests in an IP multimedia subsystem (IMS) to
support advanced communications services, GSMA Intelligence
estimates the resulting OPEX savings could reach 10% by 2020
as a result of savings in interconnection, network closure and
site support costs.

That estimate is based on a reduction of between 6% and 30% in
the cost of running the network’, while interconnection costs
could fall by between 10% and 50% as IP transport is more
efficient and there will eventually be no need to support
traditional circuit-switched connections.

GSMA Intelligence also believes the adoption of IP-based
communications could reduce capex costs by 15% by enabling
the operator to refarm 2G and/or 3G spectrum rather than
having to acquire new spectrum, together with core network
savings as a result of reduced switching and transcoding.

7 Source: Nokia VoLTE White Paper

GSMA

The Future of Mobile Communications






Consumer demand for operator-led
Services

How much room is there for operator-led mobile communications services in markets where most
Internet users are already making use of IP-based communications services provided by Facebook,
Tencent, Google, Skype and others? Research carried out for the GSMA in February 2016 suggests that
consumers are looking for a single, feature-rich communications service they can use to reach all their
contacts and can meet all their needs.

After the advanced communications proposition enabled by RCS and VoLTE was described to the 4,045
participants in the online survey from India, China, the US and Spain, 79% said such a service would be
relevant to them and 89% regarded it as unique. The survey found that consumers in India are particularly
receptive to the advanced communications proposition (see diagram), but Context Consulting believes
this may be partly down to a cultural tendency towards answering questions positively.

Service evaluation
Uniqueness Relevance

USA 9% 88%

Neither
Unique / Very unique

Across the four markets, the respondents were particularly enthusiastic about the ability to indicate a call
they are making is important and show the subject of the call. They also singled out support for one-to-
one chat and the ability to use the same voice calling service over mobile networks and Wi-Fi networks as
attractive features (see table below).

The top 5 features for Unigueness and Relevance

Unigque Relevant

1 Show call is important before the call 1 Show call is important before the call

2 Group Video 2 One-to-one chat (IM)
3 VolP / Wi-Fi calling 3 VolP / Wi-Fi calling

4 Show the subject of the call before the call 4 Show the subject of the call before the call

5 Switch from audio to video call 5 Switch from audio to video call
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Feature Relevance per market

Overall Rank

Show call is important before the call Ist

One-to-one chat (IM)

VolP / Wi-Fi calling

Show the subject of the call before the call

h from audio to vid! |

Group Video

When the respondents were asked which service they preferred, advanced communications attracted
more votes than existing Internet-based services, such as Google Hangouts, WhatsApp, Skype and
WeChat (see diagram). Context Consulting says this vote reflects the fact that advanced communications
builds on existing features as well as adding innovative new features as well.

Derived appeal of the service in comparison to existing market players

Overall USA

Advanced Communications

As more and more mobile operators interconnect
their advanced communications services, then they
may gain other competitive advantages. Jean-
Marie Culpin of Orange believes the major
differentiators for operators will ultimately be
interoperability and universality - the ability to
reach anybody on any network and ensure that
advanced communications services can
automatically fall-back to SMS or conventional
voice calls if necessary. “The key is to get the
largest possible audience,” he says. “The idea is to
have a fall-back almost by design, but it has to be
compatible on pricing.”

China

WhatsApp

WecChat

4 "’"I'here iS No reason why we can’t co-exist with
_'the§.e other guys and have a value proposition

centered on reach and availability (interconnect
plays aimassive role in that) and with our service
yodu'reachthe globe,” adds Kobus Smit of
Deutsehe Telekom.

There may also be opportunities for operators
with trusted brands to position their advanced
communications services as safer and more
private than those of the Internet players. Orange
says its research shows that consumers are keen
to use services that provide robust protection
against spam.
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' Deploy advans:ed communlcatlons Interoperability-Sooner, rather than later
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to deploy RCS and VoLTE as soon as possible. To if they work across networks. Mobile operators
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'deploy their own IMS infrastructure or they could ne Work is the most important piece -
~ use a hosted solution Deutsche Telekom for interoperability is key,” says Enrique Iyiarti del
example ses the Jlbe Platform from Google Olmo of Vodafone. “There are no real technical or
Y commercial barriers to interconnection, except
that not enough operators have launched RCS. We i g
have launched interoperability i Germany and A




Mobile operators also need to consider how the;;\;gmteractlve belleves that mobile ope ator

can enable businesses to use advanced 3 ould begin explorlng--the commerce opportu

communications services to interact and . e they are developlng advanced ¢ r

“ultimately transact with consumers=ta-this-resg —services,-as-this would help them to build ¢ :

mobile operators need to strike a balan ; busin_ ase. “Rather than doing it sequentially -

between enabling innovation and commerce; on _ /ou a do it paraJ]eI i says Steve Murph’ya.,,

the one hand, and safeguarding the mtegrlty of “You can ‘work on t S

their networks and consumers’ privacy, on th : - enterpmse mbnetr’

other. “It is about enabllng an ecosystem W|th.the 7 'the same tu:ne
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