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Abst r act
This paper presents the main European telecomunication conpanies that
act on the Eastern - FEuropean market, focusing on their adopted

strategies: British Tel ecom Vodafone, Deutsche Tel ekom France Tel ecom
Telia Swedish, Ptt Holland, Tel edannmark, Telecom Italy, Tel efonica Spain,
Magyar Tel ekom and Ote Geece. It is very interesting to observe that
this area’s intense concurrence alnost fully submits to a few strategic

options: cost reducti on, efficiency growth, traditional servi ces
protection and the devel opnment of new i ncone sources.
However, we took as exanple the strategy followed by Vodafone

Tel ecommuni cati on Conpany, analyzing its brand essence and values, as
resulted fromthe company’s statenents available on their internet site.
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I nt roducti on

The liberalization and nobile devel opnent represented nassive changes
with a profound inpact on the conpetitive environnent reconfiguration on
the Eastern - European narkets together with the opening of the fixed

phone nmarkets conpetition and the devel opment of the nobile services. On
every nmarket there are conpanies that try to gain on their side the
clients of the fixed phone conpanies using a diversity of strategies.
However, the users adopted with enthusiasm the nobile revolution in the
region: the nobile phone possession reached the saturation point in
countries such as Czech Republic, Hungary and Sl ovenia, the rest of the
mar kets going fast towards this direction.

The nobile phone always wins when it comes to convenience and added
services on a narket in which the fixed tel ecommunication providers are
not always clear leaders in the services' quality. These reasons wll
make that the fixed - nobile substitution (FMS) continues to be a threat
for the Eastern Europe fixed telephony, needing to create offensive
strat egi es.
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The Mai n European Tel econmmuni cation Providers

The main European Tel ecomunication Providers that act on the Easter
Eur opean market are:

British Telecomis a 100% private conpany that owns the nost perforning
comuni cation network and intends to assure a global covering
t hroughout its products and services within all 100 countries in which
it operates. The concern is made of a joint-venture British Tel ecom -
Ml /USA, owning the nost advanced and conplete telecomunication
network from the world. Its role consists in offering services and
products for the nmultinational clients.

France Telecom serves nore than 172 wnillion custoners in five
continents as of March 31, 2008, of which two thirds are Oange
custonmers. Orange is the key brand of France Telecom one of the
world's | eadi ng t el ecomuni cati ons operators. The group had
consolidated sales of 52.9 billion euros in 2007 (13 billion euros as
of March 31, 2008). As of March 31, 2008 the group had 111.9 nillion
nobi l e custoners and 12 nillion broadband internet (ADSL) custoners.
France Tel ecom is the nunmber three nobile operator and the nunber one
provi der of broadband internet services in Europe and one of the world
leaders in providing telecomunication services to multinational
conpani es. It devel oped an al nost 100% digital network, with nore than
1,5 million kilonmeters optical cable. For the partial privatization of
the France Tel ecom conpany, the French government obtained over 7,1
billion dollars.

The group's operating activities are organized by geographic zones.
These are conposed either by country, by groups of countries, or
worl dwide for enterprise business custoners. Their mission is to
closely coordinate all custoners’ activities and adapt the overall
strategy to the requirenments of the |ocal markets.

The convergence of services accessible on fixed lines, nobiles and the
Internet and the distribution of content on all platfornms characterize
the group's innovation and strategy. The personal conmunication
services, home conmunication services and enterprise comunication
services are directing the group’s global strategy in ternms of custoner
offers. Content and healthcare departments |ead these new business
territories.

Vodafone Group Plc is the world' s leading nobile tel ecomunications
conpany, wth a significant presence in Europe, the Mddle East,
Africa, Asia Pacific and the United States through the Conpany's
subsidiary undertakings, joint ventures, associated undertakings and
i nvest ment s.

The Goup's nobile subsidiaries operate under the brand nane
"Vodafone'. In the United States the Goup's associated undertaking
operates as Verizon Wreless. During the last two financial years, the
Goup has also entered into arrangenents with network operators in
countries where the QGoup does not hold an equity stake. Under the
ternms of these Partner Network Agreenents, the Group and its partner
networ ks co-operate in the devel opnent and marketing of gl obal services
under dual brand | ogos.
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At 31 Decenber 2007, based on the registered custoners of nobile
t el ecommuni cations ventures in which it had ownership interests at that
date, the Group had 252 mllion custonmers, excluding paging custoners,
calculated on a proportionate basis in accordance with the Conmpany's
percentage interest in these ventures.

The Company's ordinary shares are listed on the London Stock Exchange
and the Conpany's Anerican Depositary Shares (' ADSs') are listed on the
New York Stock Exchange. The Company had a total market capitalisation
of approximately £99 billion at 31 Decenber 2007.

OTE Greece is the nain | eader anbng these country’s tel ecommunication
conpanies. It owns nany subsidiaries including COSMOTE and OTENET. In
1949, OTE owned the nonopoly in Greece, but since the 1% January 2001,
the provider developed its activity in a conpletely conpetitive
environnent. The OTE vision is to become part of the first 5
t el ecommuni cati on conpani es from Europe and becone cl oser and closer to
the client satisfaction maximzation, contributing to the social,
technol ogi cal, commercial and uni versal exchanges.

Deut sche Telekom is the greatest supplier of telecomunication from
Europe and nunber 3 world-wide. It contributed to the privatization of
sone teleconmunications providers from Europe: Hungary, Belgium
Hol | and and Czech Republ i c. Magyar Tel ekom is t he nmaj or
t el ecomuni cation services supplier fromHungary, offering services for
physi cal and juridical persons (telephony, data transm ssions, added
val ue services). Mgyar Telekom is the mmjor sharehol der of Maktel,
fixed tel ephony provider and Mobi nak, nobile phone provider, both from
Macedoni a. Magyar Telekom owns the controlling interests within the
Tel ekom Montenegro (TCG, the greatest provider from Montenegro,
offering fixed, nmobile and Internet services. The Magyar Tel ekom
shareholders were listed to the Budapest and New York Stock Exchange
since 1997. The controlling interests of Magyar Telecom (59,49% is
owned by Deutsche Tel ekom the greatest telecomunication conpany from
Europe, 40,51% of the sharehol ders being quoted to the Stock Exchange.
Telia Swedish is present in Europe - Geece, Latvia, Ireland, Poland,
Bosnia - Herzegovina. Telia contributed to the technical and strategic
per formances devel opnent of the tel ecomunication systens in over 100
countries, throughout the consultancy conpany: Telia Swedtel.

PTT Holland is a 100% private conmpany, having one of the nost
sophi sticated substructure and realizing the nost rapid new lines
i mpl enentation. PTT Holland is present in Europe throughout the
Uni sourse subsidiary, in the data and voices networks' field.

Tel edanmark is in the privatization process, needing to pay 2 billion
dollars for the acquisition of 30% of its capital, owned by the Danish
state.

Tel ecom Italy occupied the 6'" world-wi de place and assures the highest
nobi | e phone penetration degree from Europe: 18% It is associated with
IBM in the STET group nmade of 100 conpanies from Italy and from the
world, for the data services, voice and nultinedia integration.

Tel efoni ca Spanish is the greatest telecomrunication provider from the
Spani sh speaking countries (over 300 mllion subscribers within the
affiliated conpanies from Spain, Latin Arerica and USA).

The explosive fixed - nobile substitution represents a |ess wel com ng
effect of the nobile developnent in Europe, because of the extended
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substitution of the fixed calls with the nobile calls. The practice to
pass directly to mobile, where there is no fixed line, is sonmehow
accepted by the fixed communication providers. Wat represents a
concern for themis nmore the practice to give up to the fixed lines
replacing themonly with the nobile phones.

In the conpetition with the nobile phone telephony and other new
technol ogi es, the classical fixed tel ephony doesn’t have nmany chances
in the current conditions. In Ronania, only on the international calls
segnment, RonTel ecom affirned that the local and interurban traffic
continued to grow after the liberalization, eventhough the calls from
fi xed phones to nobile phones dimnished. The national providers are
under pressure because the fixed tel ecomunication markets still form
the piers of the conmunication markets, but they are under an extrene
pressure. This is due to the late beginning of the liberalization. Only
in the last 2-3 years a dimnishing of the fixed phone tariffs took
pl ace.

The fixed tel ephony national business of the domi nant providers has 3
factors of pressure:

a decline of the fixed lines due to FM5;
a decline in the calls’ volune due to FM5 and mar ket share erosion;
a decline in prices due to the conpetition.

The Key Strategies of the Dom nating Providers

The strategies applied by the main teleconmmunication providers on the
East ern European narket are:

Cost reduction

The national providers take drastic neasures, but adequate regarding the
costs. Taken into consideration the dimnishing inconmes of the fixed
lines, the only way to maintain the profitability is to reduce the costs,
proportional to the incones’ reduction. The 2 key fields that they were
focusing on were the reduction of the enployees’ nunber and capital
expenses, these being the nobst controllabl e expenses.

The enployees’ salaries are, usually, sone of the highest operational
costs for the telecomunication providers, so it is not surprising that
nost of them continue to take radical measures linked to these costs.
RonTel ecom reduced with 12% the nunber of its enployees, followed by
Cesky Telecom with 10% reduction in 2003. But, not all the providers
attended the sane level in their efforts to reduce the enployees. A way
to evaluate their position is to report their enployees’ costs to
i ncones. Eesti Telecom didn't take the nmeasure to reduce its enployees
because its enployees’ costs structure was already very good: its
enpl oyees’ costs represent only 11% fromits incones.

The capital costs forns another relatively easy neasure to reduce costs.
For instance, Matav noves on the Internet the custoner relationship
service fromthe en detail stores, assuring the routine on line services
such as order taking and defection reports. At its turn, TPSA (Polland)
transforns the services operations for customers in a wunified call
center. This strategy was recently adopted by RonTelecom as the
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providers’ representatives informed on the Communication Day (Ronexpo, 21
April 2004).

Efficiency growh

The efficiency gromh goes hand in hand wth cost reduction for
provi ders, whose nain objective is to give up to the inefficient imge of
sl ow provi ders. They nmade progresses in this regard, eventhough in a slow
rhyt hm

The national Eastern—European providers made progresses. The enpl oyees’
reduction lead to a growth of the report of incones per enployee. Mtav
is the leader to this index with annual inconmes per enployee of 183 000
USD, followed by Cesky Telecomwith 145-147 000 USD. However, RomTel ecom
has much work to do for the efficiency inmprovenent: its incones per
enpl oyee were only of 30 000 USD in the first 9 nonths of 2003.
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Matav Cesky Telecom Romtelecom

Tradi tional services protection

The majority of the national providers entirely changed their way to
comercialize their voice services. A key change was the process to
rebal ance the access tariffs also to the local calls, which were
traditionally priced under costs. However, the reduction of calls at
di stance (interurban and international calls) was due to the i nm nent
conpetition.

Moreover, sone providers introduced a diversity of prices in view of
protecting and devel oping fixed nobile inconmes. Cesky Telecom introduced
free mnutes as part of the subscription, whereas TPSA offered a package
with unlimted mnutes (for a higher subscription fee). Matav introduced
prepaid fixed charges to counteract the attraction of the prepaid nobile
cards, with no success in preventing the fixed Iines decline.

The devel opnent of new i ncone sources

The national providers that have a contribution to the nobile devel opnent
t hr oughout their own nobile businesses compensate sonehow the decline of
the tel ephonic services. Cesky Tel ekom that operates on a Czech narket,
in which 89% of the population has a nobile phone, registered a decline.
I n exchange, TPSA nanaged to have a powerful growth of the nobile incones
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on the Polish nmarket, where the penetration reached only 42% in Septenber
2003.

The Internet in large band is in its first phases of devel opnent in the
Eastern Europe. The demand is still weak, despite a rapid growh in 2003
becoming froma restraint group of users. The high prices of DSL (Digital
Subscriber Line) conbined with the low inconme of the population remain
the main barriers in adopting DSL and other broadband services. As a
consequence, DSL will be a solution for small and medi um enterprises and
affluent individual custoners, on a mediumterm

Alike to the DSL services, the data nobile services have a cold wel come
in Eastern Europe. Throughout the GPRS networks (General Packet Radio
Services), alnost all the providers offer a large range of advanced data
servi ces, such as MV5, nobile email and |ocation based services. The main
reason is that these services need expensive terminals, besides the fact
that they are relatively expensive and this is not in accordance with the
| ow i ncone of the popul ation.

Besides the growth of the nobile services incones, there are | ess ways to
conpensate the incones in decline of the fixed tel ephony. The result is
that only the providers that own growing nobile operations namnage to
obtain a gromh of their total incomes. The others registered static or
declining inconmes due to the fact that the markets they operate on, are
filled (Cesky Telecon) or they have no direct interest in a nobile
operation, besides the admnistration of a static or negative growh of
the fixed |ines.

Wen the nobile markets will arrive to saturation and the fixed nobile
conpetition wll intensify, all the providers wll face the sane
difficulties in the growth of incones.

The first effects of the liberalization were felt by the conpanies in the
field that confronted thenselves with the provocation and opportunity to
devel op their businesses in totally new conditions. That's why, the main
obj ective of t he Nat i onal Aut hority for t he Regul ati on in
Tel ecomunication (NART) was the creation of direct conmunication
channels with the industry. The principles of this relationship were the
transparency, the continuous inform ng and public consultancy.

The liberalization led to benefits for all the users of the communication
services, making possible the prices reduction, the offer diversification
and the risen of services quality. The RonTel ecom prices dinmnished with
63% in medium for the international calls in fixed networks and with 20%
for the interdepartnental national calls in the network. However, the
alternative suppliers and, especially, the ones that use the TV cable
support, propose significant prices under those of Rom Tel ecom

A diversification of the used technologies was registered. So, if the
mai n network access nean was the traditional telephonic cable, after the
1 January 2003, new technol ogies were introduced within the entrance on
the market of new suppliers: coaxial cable, radio support and optical
fiber.
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The tel ecomuni cation industry canme back to profitability, but the VolP
t echnol ogy devel opment will mx up the role and the business nodel of the
traditional teleconmmunication conpanies, creating pressures for a new
approaching nodality for the industry regul ation.

Thus, in the Central and Eastern Europe, the inportance and the narket
share owned by the Vol P services, conpared to the fixed tel ephony, still
remain nodest. However, the disadvantages associated with the VolP
services’ use, play an inportant role in the postponement of their nass
adoption in this region.

Vodaf one — An Exanple of a Targeted Strategy

The Vodafone Tel ecomruni cati on Conpany’s vision for 2010 is to be one of
the nmost trusted conpanies in the markets where it operates, according to
the declarations of the conpany’s leading team Its five year strategy —
devel oped in 2005 — is designed to help it realises this vision. It sets
clear priorities to:

Mai ntai n high ethical standards

Understand and respond to its stakeholders’ priorities

Ensure its operating standards are consi stent across the G oup

Deliver on its promses in three key areas:

1 responsibility to its custoners

2 reuse and recycling of nobile phones

3 energy and climte change

Capture the potential of nobile to bring socio-econonm c val ue through
access to comuni cati ons.

Vodafone will also focus on the enlargenent of 3G Broadband and 3G+ area
cover. The Vodaphone strategy is to focus on the HS-DPA network
enlargement in nore and nore towns to offer 3G broadband services. This
conpany, which already uses the data technology in business segnent of
clients doesn’'t seem convinced by the success of WMAX conpared to 3G At
Vodaphone, a monthly subscription at 200 MB costs 3 euro w thout taxes
and reaches 35,70 euro for a subscription of 8GB included. The downl oad
speed goes to 2,8 Mips in 3G Broadband covering area. On the other hand,
a subscription for one year, at a downloading speed of 3,6 Mips in the
3G+ covering area for the Orange tel econmuni cation provider is 5 euro per
nonth without taxes, included unlinmted access 3 days a nonth, every
suppl enentary day, being taxed with 1,5 euro.

Thus, the conmpany has to pay nore attention to the segments of potential
users, that didn't show their interest in nobile tel ecomunications till
now, and, also to keep its clients, in the conditions of a grow ng
conpetition.

Concl usi on

In the first 30 worl dwi de devel oped countries from the econonical point
of view, the tel ecomunication industry grew in 2003 with 10% conpared to
2002. At the end of 2004, the industry knew a weak grow, the majority of
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the nost inportant players on the telecommunication nmnarket hardly
regaining their financial stability.

One of the main conclusions is that the higher popularity of the
tel ephony throughout Internet and the VolP services threaten the
traditional fixed nobile providers’ i ncones, especially for the
international calls. The fixed nobile providers have a nore powerful
conpetition from the part of some conpanies on one hand, but also from
the adoption of the VolP services by the alternative providers of other
pl atforms, such as the TV cable networks and fixed wreless networks, on
the other hand. Mreover, the VolP services can present a conpetition
even for the nobile telephony that currently owns much nore subscribers
than the fixed tel ephony in many countries.
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