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Thank you, Manek. It is my honour to have this opportunity to discuss with you this morning.  Because there are only 20 minutes for me to present my talk in a very rich program, I have to do it very briefly.  So please kick off the slide now.
Let me start with this terse introduction of my company. Chunghwa Telecom is the de facto dominating telecom operator in Taiwan. The company is listed in Taiwan Stock Exchange. We have also issued an ADR in New York Stock Exchange with ticker symbol CHT.  So very often we are referred as CHT, just to be easier to introduce the company phonetically.  
We have 24,000 employees.  The number was much bigger several years ago.  We are downsizing a little bit or smart-sizing, to put it in a better way. The annual revenue is about $6 billion USD.  We are by far the largest telecom operator in Taiwan by these numbers.  
As a public company, there is a lot of the information you can find from the corporate website which I'm not going to repeat.  Today we are going to focus more on the mobile business as well as the ICT convergence business.  So let me jump to this chart here.
This table shows our market shares in each category of telecom business in Taiwan.  As you can tell we are the biggest one in the wired line services on the conventional business by far.  However in the mobile service we are not as big.  Actually we are only slightly bigger than the others, roughly about one-third of the market.  There's some very interesting historical reasons because the government wanted to make sure that the incumbent operator didn't have the undue advantage over other players.  So far we have been catching up in this sector.  We were not the first in the market in Taiwan.  However we have been the biggest one.  
You can see the numbers over here. For example, we have about 2 million subscribers of 3G service.  The number seems a little bit off here.  This is the 2008 data.  This year, it's close to 4 million 3G subscribers.  You can tell that the growth rate is very high in the mobile data service.  We will cover that a little more in a moment.

Anyway this is the market size in Taiwan.  And the mobile service is the most profitable service sector in the company as most operators can tell and experienced. Mobile service is the best contributor toward the profit of the company. 
This picture shows the evolution timeline of the technology infrastructure, technology we introduced in the past for the mobile service.  We started the mobile service in 1994 and it's been more than ten years later before 3G is introduced in 2005.  Of course we are still harvesting the results of the 3G deployment, even though we did a lot of trials and tests for new technologies in the lab or in the field. We tried WiMAX, we tried Femto, and we are conducting LTE trial actively.  
It is a good question when we're going to deliver or deploy LTE. Marketing hype and commercial availability are different for planning. New wireless system technology typically takes more than 6 years from initiation to mass commercialization. We put 2012 tentatively in the plan, however, very likely, it will be 2014 or even later. Of course it depends on how the ecosystem of the mobile technology evolves.  There's a lot of push for LTE but we will leave that topic to another session later today.
In our operational strategies, we adopt a couple of common and unique approaches.  One is that we do a lot of early advanced technical evaluation.  We participate in the development phase.  Sometimes it's out of the business need; sometimes it's out of the government mandate.  Because we are still charted for the public interest, in addition to CSR (Corporate Social Responsibility) agenda, we still carry the moral responsibility to promote the industry in Taiwan.  So we work with the new technology very early on.  However, we are not – definitely not the earliest adopter for commercial deployment.  We can be very conservative, as many analysts said in the past.
First of all, we are cautious for we have to as a quasi-state telecom operator.  Number two, we have a good market position and therefore in a good comfort zone.  There is no need to rock the boat too soon. And number three, usually the cost to deploy new technology is a heavy capital expense which requires serious scrutiny.  Especially the regulatory system in Taiwan usually asks for a big sum of bond and license fee.  This creates a formidable hurdle for new technology advancement.  That's the way it is in Taiwan and in many countries.  I think it is debatable whether it is really beneficial for the country, for the nation's telecom advancement.
We encourage open VAS, value-added services, partnership.  We welcome partners as long as we don't bear risk.  That's a big assumption of course.  Partners are welcome to deploy, to put applications on top of our network and operate autonomously.  So we have a good number of VAS applications in our service.  
On the other hand, because we don't get involved with risk taking ventures, quality control is not so tight and integration and consistency are not rigorous.  The disadvantage has become more pronounced while we are clamouring for ICT convergence.

The next several slides show some examples of VAS platforms we have in Chunghwa Telecom. Emome is a phonetic translation of a Chinese phrase. It means “Once you touch it, you will stick to it”. The stickyness is a matter of user perception. The important part is that it is the portal for the mobile VAS delivery.  So if you come to Emome portal you are able to access any of those interesting, friendly, useful applications of CHT’s VAS.
The next is mPro, mobile VAS applications for enterprise subscribers.  In other words, it's an application suite for business people. It includes typical mobile business applications such as push email service, synchronisation between exchange server and cell phones and also the desktop sync.  Not really that fancy but useful and effective.
Another one is called Hami.  This one is relative new, and is developed for iPhone. Hami is literally the name of a kind of fruit from Western China.  A sweet watery fruit, we call “hami gwa”.  So Hami is meant to provide sweet and friendly applications for PDA, for smart phones.  In particular, it’s designed to be a localized version of home page for iPhones.  We encourage users to use it as a replacement of the iPhone's home page because iPhone's home page is not adequately localised for the local market.  Since Chunghwa Telecom is the first operator carrying iPhone in Taiwan, we came out with this service to support our subscribers for free.
Those user support facilities took a lot of IT effort from Chunghwa Telecom.  CHT has been more than 100 years old and a conventional incumbent telecom player.  We are trying to change and adept because of competitive pressure from the market after telecom deregulation in Taiwan.  However, the VAS business size stays very small.  It comprises only about 15% of the total mobile revenue.  And it's very small compared with other Asian mature markets. There is more room for growth and it deserves a lot more effort of ours.
We are planning more mobile VAS in the coming years.  Hami e-Book Store is an e-Book store added to the Hami suite. It provides a platform of e-book service, including e-reader, e-book, and e-publication.  E-Book and digital content has been a big push of the government and the publishing industry and therefore it's also a big push for us. It is a good growth opportunity because of the locale attributes of content production.  
NaviKing is a navigation service.  CHT invested a GIS company in Taiwan, combines the assets of the company to deliver a better map and navigation service for smart phones.
SoftPlaza is obviously the App Store counterpart by Chunghwa Telecom.

Integrated mobile video applications are also in our plate, though still in designing and development stage.  I think we are going to have a video application session later today.  It's a good topic to elaborate there. 
Oops, no such thing as “Loud Computing”. It should be“ Cloud Computing”.  Sorry for the typo. However, the hype of cloud computing is really very loud. Yet the road map for telecom participation in cloud computing is not clear. It is apparent that it is a wind fall opportunity but business model is definitely a big open issue. Again we will have a session on that later today.  Let’s take more time on this very interesting topic then.
On market trend, here is the famous scissors curve of the data service growth of the mobile Internet business. In 5 years from 2008 to 2013, the worldwide data traffic grows 131% CAGR, while the revenue growth rate is 12%.  The traffic volume is growing exponentially up, while the revenue is not better than a linear curve.  So eventually you have to absorb the huge cost and negative margin to support that traffic demand.
This is a big, big dilemma for carriers.  Are we going to deliver LTE, deliver WiMAX as soon as possible to satisfy the traffic need or not?  If we wouldn't get the money back, should we do it?  This is the question for everybody.  It would be great if we could come up with some solution today, from this NetEvents event.

CHT has been the exclusive iPhone carrier in Taiwan until just recently.  iPhone’s market attraction is very effective.  It is actually amazing in usability and human factor design.  Going to restroom, I take my iPhone with me.  My wife doesn't sleep with me anymore. She sleeps with her iPhone. IPhone is not just another handset for mobile service.  The road map of iPhone concept products and services is innovative, holistic, and powerful. I crusaded for the adoption of it in CHT quite early on. Though CHT was not an early adopter but we did it and we did it well eventually.
So much of being an angel iphone and smart phones are. The business model associated with iPhone for telecom operator is a good case study of MBA course. The scissors curve of data traffic and data revenue is even more pronounced regarding smart phone, MID, and MIG. MID is Mobile Internet Devices. MIG stands for Mobile Internet Gateway, a name coined by me.  It separates mobile WAN gateway from the UI complexity of mobile application devices. It's a very effective way to mitigate the CPE cost of mobile data devices.

On the other hand, the revenue we got is very limited, except the marketing attractiveness.  While the data volume would grow by 900 times by 2019, the revenue would grow by only 26 times, according to Informa and ABI. Therefore, we have to be 35 times more cost effective to balance the bottom line, while these content and application providers enjoy a free ride of bandwidth and peering costs billed to telecom operators. 

Pre 4G and 4G will help to cut cost, compared with 3G. However, it is not enough to justify a rush. Besides, its commercial availability and maturity will take while. 

We need to change the business model.  Flat Rate charge schedule is a pill of poison.  We adopt flat rate data services almost exclusively in Taiwan for its easiness for both consumers and the providers. We used to set the price too low. It helps to kick off a new service.  Once it takes off, the return becomes remote and evading.  And it is not reversible.  Government agencies and consumer right protectionists are overwhelming. Once you give it to them, you can hardly take it back.  Think twice before you give it out too soon.  Tread very cautiously.
Here is the $6 billion dollar question: how to grow mobile service revenue beyond flat rate data plans? We need a constructive answer, an organic solution.  Let’s try to answer those questions by looking for new revenue to save us, to grow our business more effectively.  
Is video the saver to rescue us?  
Let’s look at some viable, feasible applications, easy to do without too much change of the infrastructure or capital outlay.  The Ring Back Video is the video counterpart of the RingBack Tone service.  Ring Bank Tone was prosperous for a couple of years in the past.  Now perhaps its video version can be a good business.  That's our speculation.  
Number two is the video conferencing. With the bigger pipe and the popularity of camera in notebook and netwbook PCs, perhaps we can deliver video conferencing service to the consumer as well as the business enterprise space. Number three interactive voice and video response. You know the automatic audio response, answering system, something like that.  Maybe now we can do the video version of that.  That's quite doable actually.  There are some vendors offering turn key system for  this application.  We've been approached by many. It is another possibility.  

Video advertisement. You call up somebody or you call an 800 number of some company, then some associated video clips greet you for two seconds before the call is answered. This is just one of many possible scenario of video ad implementation in the mobile space.  

Let me refer you to this article of the New York Times, May 2nd, 'Audiences and Hollywood flock to Smartphone'. Video capability on iPhone and alike is very good, at least good enough to watch a 30 minute episode of sitcom series. Moreover, contrary to the conventional conjecture that on a 3.5 inch display the user will not endure very long continuous video watch time, NBC Universal told us that many owners of iPhones and smarphones watch 30 minute long episodes of “The Office” through.  In other words it's quite a useable and fashionable service. iPad is even bigger and better for video and for reading of course.  
Many major content providers including ABC, CBS, NBC, and Fox are vying for people’s mobile attention. Qualcomm is actually building a new network using their MediaFLO technology for digital mobile TV, competing with the wireless broadcasting network giants.  FloTV is a unit of Qualcom with $1 billion investment in mobile video distribution. FloTV charges a subscriber $199 for setup and initial 6 months of service. The service sends channels like ESPN, Fox News, and MTV to phones. Besides some basic channels, VOD service is provided. It is not free video any more. It also breaks the flat rate and free ride paradigm.  We will see how it works out.  
There are other new players with new business models in this mobile video space. It is good that they are up against the free ride fiasco. They insist that content should be charged according to the quality.  After all, those content centric approaches are still not beneficial for telecom operators.  We are still dump pipes in those approaches. The only net effect is traffic load increase, no revenue value.  
Some profit sharing cases are showing up though. There's some different business model there now from this kind of content intensive services. For example, Amazon partners with Sprint in delivery of the e-book contents and shares the proceeds of each e-book sale.  That's a good breakthrough. But again we need to participate more to be able to reap significant revenue here. 
And also the Belgacom example. The Euro community seems more adamant about keeping the overwhelming power of giant companies in bay.  After Google, Apple's business model of iTune and App Store is forced to be modified. So Belgacom was able to strike a deal with the iPhone with billing and collection to be carried out through Belgacom.  And therefore gets a cut of the revenue.  That's the new model and maybe something we can enforce in the future, hopefully.  

Here comes the highlight of today's talk.  I'd like to emphasize that for the operators to be relevant and be an active player of this new business, ICT convergence, we need to participate proactively. 
Take Apple App Store as an example for ICT application platform. We see enormous growth of iPhone applications, both in development and in downloads. Among those applications, there's a small number of highly popular applications (such as Google Map, YouTube, Skype, CBS video), a medium number of medium volume services, and a long tail of 3rd party services serving few customers.  The long tail is an asset of the AppStore ecosystem.  Apple provides an open platform for the Web 2.0 community of app developers, for them to join the force to grow the ecosystem and benefit from it.  Telecom operators tend to not speedy enough, not agile enough, and not ecosystem conscious enough.

This is the current model of IT and telecom “convergence”.  IT companies or application developer or content developers tend to build their products or services on top of the black box of telecom services.  They are simply our customers or at best enterprise customers of connectivity service.  Telecom is just providing dump pipes. This model is unstable because it is not sustainable in quality and in business value for both parties.  If we don’t want to be a dump pipe, we have to provide more intelligent service to support the ICT applications and services. 

The good news is that we do have our trump cards in our hands. We do have the assets which are essential to support and substantiate ICT applications and services. In our networks, there's a lot of information and features we can use to support the ICT applications. By managing and sharing those assets, we are in the picture and we have negotiation power.  This application enablement is an ultimately effective approach to renovate telecom role and position in the ICT convergence arena. 
In other words, Application Enablement is to provide a suite of support between the network and the applications.  What is the Application Enablement suite? What are those assets and ingredients usable for application services?  Here are some for your reference, not a comprehensive list though.

Control: dynamic QoS, traffic optimization, bandwidth on demand, the accessibility and even the user authentication, all effectively available from the network in real-time; 
Content: end to end content delivery and optimization by dynamic routing and QoS, CDN (Content Delivery Network) used to be a costly requirement and hence a formidable barrier for content service provider. Controlled co-loc or co-host of Edge server and central offices would eliminate the over build of distribution facility. 
Communications: such as Immersive Media and Enriched Communications. 
Context: GPS is great, but we don't really need GPS to know the location of the user.  We can make presence and location service available without GPS in the phone, for example.  GPS requirement is a big threshold for the local based services.  And many other features or assets we have in our hands or pockets which are valuable to IT applications.  
After why and what, the next is how to do Application Enablement. The answer is these 3 tasks. First of all, we need to define the scope and define the application exposure suite; identify feature library which we are willing and able to expose via the network toward applications. Next, we need to define the API (Application Programming Interface) protocol for the application to communicate to our network infrastructure at run time.  And we need to provide SDK (Software Development Kit) as development tools for the developers, to maintain standard, quality, and control of the application and network interface.
And of course we need to implement our own e-transformation to prep our system for AE provisioning. Most of current telecom infrastructure is turn systems from system providers and functions as black boxes. Let’s take SLA as an example.  How many networks can really support SLA effectively? The monitoring and metering capabilities don’t come without significant investment. We would like to charge our customers based on a preset quality level. However, we don’t have a reliable and un-reputable mechanism for quality control, especially in mobile data service. If the service level promise is in a contract, the monitoring and metering facility have to be in place.  That can be significant investment too. 
This slide shows the transformation framework for operators, in a bit of more details. 
In the lowest layer, we need to transform legacy networks to a Service Network, typically one all-IP network that is converged, scalable, intelligent, multiservice, and eco-sustainable. In a service network, you need the capability of remote intelligent control, measurement and metering at fine granularity, comprehensive and real-time monitoring, and dynamic routing based on QoS need, among other things. 

In the middle layer, we need to transform connectivity capabilities to Application Enablers, exposing assets with differentiating capabilities such as service control, content delivery, enriched communications, and context awareness. This transformation also includes the matching effort of OSS/BSS, security, management, and business processes.
In the upper layer, we have to open up our business model.  We cannot be over protective with our assets. We will industrialize asset exposure to introduce richer services, securely, quickly, with less complexity, sharing risk and rewards with partner ecosystem.  We need to change our thinking mode and mindset, also think in the shoe of IT service providers, our customers.
Here is the summary of how to enable AE and I'm not going to repeat it. I am running out of time.  

It is time for conclusion. By now, messages listed in this conclusion should have been clear and loud. 

Mobile Internet is probably the only remaining opportunity for growth in mature telecom markets. Growth by subsidizing handsets is not organic and no fun. We need ICT application enablement to share the revenue.

3G system is the wireless counterpart of ISDN of the wired service.  It is either underused or it is not usable due to handicapped bandwidth and spectrum efficiency. However, before rushing to invest in network bandwidth, a reasonable business model needs to be identified to avoid being a (fast) dump pipe provider. 
Application enablement by telecom operators would empower ICT convergence and provides a reasonable and sustainable business model for both ASP/CSP and telecom service provider. We have good answers for why, what, and how of Application Enablement for ICT services.
Cloud computing brings a windfall opportunity for ICT convergence for the operators.  It is also a good example of the ICT convergence, and bigger than Mobile Video can bring to the table. Perhaps just in a different name, it appeared in a smaller scale in the past.  Now it appears with much greater momentum (and hype perhaps).
It's imperative for us to change ourselves. Product life span will be shorter. Project cycles have to be quicker.  We have to act more swiftly.  We have to react more agilely. IT domain knowledge, customer awareness, perception and user experience, etc; we have to change the way we conduct our business, “business at the speed of thought” (quote of Bill Gate’s voice book title). That's big cultural change and perhaps the hardest part of all for the telecom industry.  Good luck. That is it from me for today.  Thank you.
[End]
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