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Network Evolution & Wireless Services
IN China
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|. The Background of China Network
Evolution : Telecom Reform
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I11. Limitless Development of Wireless Services
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|. The Background of China Network Evolution : Telecom Reform
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China’s telecom industry is one of the largest and fastest-
growing telecom industries in the world.

The 4 phases of China telecom’s reform:
2 BURBEGE Phase 1: Policy Activation
2 BREMFE  Phase 2: Experiment in Telecom Reform
2 2MEE  Phase 3: Overall Reform
2 RAEE  Phase 4: Furthering the Reform
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Phase 1: Policy Activation
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% In 1980s, the former Ministry of Post and Telecommunications of
China adopted favorable policies in the tax, installation fee and local
additional fee, etc. The principle idea was to use all resources to boost
the development of the post and telecommunications industry, prepare
for the introduction of market system later.
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3¢ Analog Signal Based Transmission Network; Major revenue: fixed line
voice Income.
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Phase 2: Experiment in Telecom Reform
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2 The establishment of China Unicom in 1994
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¢ The listing of China Telecom (later split into China Telecom and

China Mobile) in Hong Kong and the U.S. Stock Exchange Markets in
1997.
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2 Internet Introduced to China: state owned China Telecom and the
private enterprises such as InfoHighway started to provide Internet
Services to Chinese consumers.
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Phase 2: Experiment in Telecom Reform
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38 The establishment of China Unicom broke up the monopoly of
China telecom industry.
1 AREET EREED hEBGE 1994 R A EAL . R T
M. F ¥ B GSMAS B 5 5 o [ Pl £ 1995 4F 71 4 [ i
N JT-46 1 5 GSMAS B3 45 M
|_ead to technical advancements: China Unicom is the first one
to build a GSM network in China 4 major cities; later China
Telecom started to roll out the GSM network nationwide in 1995.

o 125 TIRS Wit; Improve the service quality.
3. RS TS . Lower the price.
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Phase 2: Experiment in Telecom Reform
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¢ The IPO of China Telecom activated the telecom finance
market, enabling the telecom operators aiming at becoming
first-class global players.
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2 The price for introducing competition among the state-
owned operators was the overlapping in constructions.
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Phaée 3: Overall Reform
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# In 1998 the State Council of China carried out an overall reform in telecom
sector: separating the government functions from enterprise management, and
post from telecom; formulating new telecom regulations; restructuring China
Telecom(split China Mobile from China Telecom); and supporting China
Unicom to become a main body in mobile business, etc...

BORFEE TG ST 8 Tk, fRHEZe5 K REIBULR
$¢  The Chinese government rolled out the policies to drive the industrialization
through informatization, and promote the economic development.

23

2 BUNBRIESI LTSS RIS X%,
¢ The government aggressively promoted the construction of e-Government, e-
Commerce and e-District.
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Phase 3: Overall Reform
R Results:

36
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China built the world’s largest, and the most advanced
telecommunication networks.

7 SR 55T B
Information Services started to grow.
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The disorderly competition among the state owned operators, and the

large-scale overlapping infrastructures brought huge losses to the state
assets.
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Phase 4: Furthering the Telecom Reform
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Currently China’s telecom industry has entered the stage of deepening the reform. It

should, based on the experience and lessons drawn from the previous stages, deal with
the following critical issues:

iy
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Need a Telecom Law and a series of regulations to regulate telecom industry under the the new market
environment.

FHEAHRGEAT, BEREZER: R R A B4R B S 1
Restructuring state-owned telecom operators, avoiding the overlapping constructions; promoting a
regulated telecom market which allow various investment entities to compete within.

il AT A R AR BRSS IBORE, O A5 BRI 1) PO A E AT S G136 B S A, A
0 SR N RO o T ), AR Sk F 193 245 11 J o
Setting down policies to promote information services, creating a more favorable environment for private
businesses to enter. This is to change the current status of China telecommunication networks, which have
the characters of over-capacity, advanced technologies, but the applications lag far behind.
FE o 5 4 ) B o A 9 041 4 R R R LI 25 R0 e 2 ) o
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The state-owned telecom operators need to focus on enhancing the network security, and building core
application platforms for information services.
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1. Network Evolution & Wireless Services
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China’s current telecom networks are state-of-the-art in terms of technologies, with basic

NGN functionalities (see picture below).
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1. Network Evolution & Wireless Services
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3¢ 3 Layers we can tell from the current networks -
3¢ An IP World at service layer;
3¢ An Optical World at transmission layer,
3¢ A Wireless World at the access level.
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1. Network Evolution & Wireless Services
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Network Evolution asks 3 changes in China telecommunication industry:
LR BRSO AN BIRS AT .
Telecom Service Providers: from a pure operator that transmits voice, data

and multimedia only, to the one that provides information services as the
core of its business model.

2. % MéﬂE*ﬁ?E’\Jum 25 [ S (o PN D EEAS ™ TSR
M HNEG R G =G HGEE RS M a4 .
Networks: from a pure telecom network to one that combines current
telecom networks, computer networks, and automatic control systems all
together, and provides integrated services.

s M Ttk T () R G, A PSR R I A . TR
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Services: The convergence of wireless and Internet enables a network that
can provide services whatever, whenever, and wherever.
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I11. Limitless Development of Wireless Services
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Currently China Wireless Services are comprised by Personal Information
Services, and Industry Services.

1. N AE B RS T3% Personal Information Service

2 HEBD1995FECSMEAIE(S R4z, RN RIESS
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3 China Mobile rolled out its GSM network in 1995, offering voice and SMS
services. In 2000 and 2002 it launched “Monter Net” and MMS services.
The total revenue of 2003 was RMB160billion ($19B), with Information
Service accounting for 8% ($1.55B); in 2004, the total revenue reached 210
billion RMB ($25B), with 15% ($3.80B) from Information Service.
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[11. Limitless Development of Wireless Service

2 HEBLE20024ECDMAR 2l (= RS iaE, RN AiES
E¥e(5 BIRkS, 2003 FEHEH e,
China Unicom launched its CDMA network in 2002 with voice and
SMS services, and launched U-Max value added services in 2003.

Tear CDEA Total Information (04
Revenue (billion |Service Revenue
ENE) {billion ENE)
2002 4. 620 0. 068 1.5
2003 16. 880 ‘0. 860 9.1
200 22. 00 2. 55 11. 6
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[11. Limitless Development of Wireless Service
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Charts below shows the proportion of the mobile VValue Added Services ARPU with total ARPU in major telecom mobile
markets.
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[11. Limitless Development of Wireless Service
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¢ China Mobile and China Unicom major wireless
services are SMS, online chatroom, picture and
ringtone downloading, and personal information
services.
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[11. Limitless Development of Wireless Service
Hh [E| SPHE {5 17 37 B4R AR (Overall Scale of Chinese SP VAS market)
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[11. Limitless Development of Wireless Service
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Personal information service is the most dynamic part in ereless Internet
Information Service market.

s EETIRMIEAE o ERIREA NARRELUR(RAYACH B il 0E NI A IR, 25306 A AR R
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The essence of the Network Culture generated by Wireless Internet— it enables every one in the
society to cross the threshold of the network world, to collaborate with others, to create value for the
society, and experience the self-value as a human being.

2 HIRMS5IEAERKE —HE, FELERE ., Lm0 ARl 2R Gk, JFLAEdar HZZ]
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Internet and wireless technology group people together based on their goals, characters and interests.
The “society” expand rapidly according to Metcalfe's Law: the usefulness, or utility, of a network
equals the square of the number of users, therefore its development is limitless.

% LERBOREPLCHIE G 3t T AR SS

Wireless and PLC together provide new personal information services.
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[11. Limitless Development of Wireless Service

2. 4TIARSS (Industry Service)
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RFID has huge potential in China

SCHLE BACE SC 2R AL 2t = A AL

To realize the informatization requires the coding of all social elements first
19884 Hh H 5 T A A B A Gl bt 198948 Hh Bl 1 AILAGRAS A Gl brfE: 20034
HE TR i R 55 A R P 2 R B T

$2ln 1988 China set the coding standard for personal identity; in 1989 China set the coding
standard of institutions; in 2003 set the coding standard of commaodities and services.

2 LA AR G D NSWICKE SR LAt =573 A G 25 B #.
$¢The combination of wireless technology and personal identity IC card will realize the all-
information management on whole society.

se ey -5 IR 5 A CRE RO HEA TR R R AR BE L1 1 95 B ARG o R S AR SRR H JJe 4 L 3 ) W 1 255
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st The promotion of commodity and service code will largely accelerate the development of e-
Commerce. Particularly the future utilization of wireless-based electronic label will considerably
improve the efficiency of manufacturing and logistics.
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[11. Limitless Development of Wireless Service
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3¢ The combination of Internet and wireless technology will enable the all-
information management in space, process and elements in the business.

o JCERIEW, FB R Gk SE (A LI T FE e AR 5 Al
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¢ The adoption of wireless telemetry, telecontrol and wireless positioning
technologies in Internet will connect the manufacturing management and
organizational management closely; meanwhile change the ways of work in
many industries such as healthcare and transportation.
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A few years ago, we were all talking about “Internet

will change everything in this world”, now | would
like to make a little revision to it:

Ul
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The combination of Internet and Wireless
technology will change everything in this world!
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