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ABSTRACT

Mergers and Acquisitions (M&A) and corporate restructuring are a big part of the
corporate finance activities. Every day, Wall Street investment bankers arrange M&A
transactions for corporate, which bring separate companies together to form larger ones.
A corporate merger is the combination of the assets and the liabilities of the two firms to

form a single business entity.

The success of a merger is usually measured by whether the value of the acquiring firm

is enhanced by it. Synergy takes the form of revenue enhancement and cost savings.

There are both external and internal challenges for a cross-border M&A, while we will

investigate both in the Alcatel-Lucent merger.

“Open Innovation” have broken innovation boundary of business today. For the 85
years of Bell Labs, the Innovation can now come from external world-outside the US.
This Research will use both the views from insider and outsider of the company to have

a close study on the merger.

Keyword: Converge Service ~ Mergers and Acquisitions °» M&A ~ Synergy or Synergy
Effects ~ Post-Merger-Integration > PMI ~ Return on Invested Capital ~ Open Innovation
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Mobile Market Evolution and Forecast

© UMTS Forum 2004 Report No. 35 Page 23 (2004-2005)

2002 2005 2010 2015 2020 CAGR  CAGR

- 2002-2010 2010-2020
R 412 676 924 1145  13.20% 5.40%
| Africa | 35 52 85 119 146 11.60% 5.50%
22 33 55 76 88  12.50% 4.80%
South& Central 100 179 265 300 322 13.00% 2.00%
183 252 315 366 402 7.00% 2.50%
154 218 279 303 319 7.70% 1.40%
Central & Eastern 99 137 175 191 196 7.40% 1.20%
310 320 332 331 330 0.80% 0%
1154 1613 2182 2610 2947 8.30% 3.10%
18.60% 25.00% 32.00% 36.20% 38.90%

(Source: UMTS Forum)
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# 1-2 2005-2006 >k~ @ F Py (H:78%~)
2006 2005 Telecom Country 2006 2005
Rank Rank Operator Revenue Revenue

NTT Japan 90,928 92,481
2 Verizon USA 88,100 75,000
3 Deutsche 80,921 70,686
Telekom Germany
4 6 Telefonica Spain 69,834 44,300
5 4 France Telecom France 68,251 57,040
6 7 AT&T USA 63,055 43,862
7 5 Vodafone UK 61,035 51,306
8 10 Bell South USA 54,700 20,547
9 8 Telecom Italia Italy 41,286 35,484
10 9 British Telecom UK 35,657 34,054
(Source: ¥ feF#lkp g 2P #3F > T UG &£ 12" BFHEL £ 4)
THREFRE(EPORPEL > F T ERT LA L BRI DEE
FoRETREATF A HIAFZEP  2RBROT DI EFREFLT MR
- E R MR o p 2000 #4 f_ﬁim'p EYR(E")aR
Tx AL FECE }@'ﬁé ViR T H BT 0 AT 2R TEREERF E
PE~ S B s 3 & § F]5 2001 # LR 28 o 3R R Ao K
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fcs 1,190 % =
3

» Az 4% Verizon e 935 B2 ~ o
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-\\%

$400 75%
$300 + 50%
2
5‘) $200 r 25%
$100 + r 0%
30 + r -25%

CY05 CY06 CY07 CY08 CY09 CY10 CY11 C¥12 CY13 CY14 CYis
B Capex = Capex growth
B 1-1 2005-2010 & 23R T k& L /3 R (Hi Lt RE~)
(Source: Infonetics Research)

REVENUES
40,000
35,000
’ Alcatel-lucent

30,000 ﬂéA
1R 25,000 Nokia Siemens
=
2 20,000 Networks
= —— Motorola

15,000 ~—4

10,000 K Ericsson

5,000
0 | — Nortel
2005 2006 2007 2008 2009 2010

B 1-2 2005-2010 232 2T REERFERH LI HFC(Er T EHm~)
(Source. Lo P EIR)
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# 1-3 BH 22 42005 & &g &
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Market Cap: $13.8 billion $21.5 billion
CEO Patricia Russo Serge Tchuruk
Employees: 30,200 58,000

Fiscal 2005 $9.44 billion $15.9 billion

Sales:

LGyl | Verizon, Verizon Wireless, Sprint, BellSouth AT&T, Telstra Corp., France Telecom,

and China Unicom China Telecom
Headquarters: Murray Hill, N.J. Paris
Founded: 1869 1898

(Source: WSJ.com research)

HEEET L ETEERF B E R 2 RN P E o P+ #F(Alcatel
S.A. ¥ % 2 (Lucent Technologies) % 2006 & 11 * 30 p % H 8 & %@ @
rf+ et 116 e &6 6P AFHEHEDITAP LIRS #
¥ 3t (Alcatel-Lucent)#-p 2006 & 12 * 1 p B4p g & -

Aro P RINEATE R E 0T KoL A BT % Euronext & £ W
EERTUAEALUE Y AT P EF AR 5 PR+ F a8 5 (Serge
Tchuruk) > & ¥ 32 H ke % & (Former Lucent’ s Chief Executive
Officer Patricia Russo)R| % #T2 @ eh EHFL > AT P g €+ 7
BIP B+ 44 B P pdde s A 4 TR A E NP LR EAE 2 0k K
o A A s TP A Tk aiF R 1 881,000 4 - H ¢ 26,100
AR FRG L AREF o BPAGEL o ROPUFLE Y A -3 (. 1952 KR R
+HERGEEMRLE PR EFRFEEEETT AR B 5 116
BEL) NRIEFAPFEALE AR I LEHELE O FEFEFT Y
UL AR S 23 1 R AT P A= g B - g3 E B (2000 & B)
HAe b E 260 BE R 0 25 2006 EF BRI ELATRERAR -
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(Source: http://www.lucentretirees.com/)
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m Non-telecom/datacom network equipment O Mobile infrastructure

@ All other telecom/datacom network equipment @ TDM woice infrastructure

m CPE m Optical equipment
@ IP routers and CES O Broadband aggregation equipment
m IP wice infrastructure @ WIMAX equipment

| Video infrastructure
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(Source: Infonetics Research)
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# 4-1 2005-2007 2t R @Y PP L (Hp g ER)

2007 2006 2005 Telecom Country 2007 2006 2005
Rank = Rank Rank  Operator Revenue  Revenue  Revenue
(USsM)  (USsM)  (USSM)

1 6 7 AT&T USA
119,000 63,055 43,862
2 1 1 NTT Japan 106,809 90,928 92,481
3 2 2 Verizon USA
93,500 88,100 75,000
4 3 3 Deutsche
Telekom Germany 90,939 80,921 70,686
5 4 6 Telefonica Spain 82,123 69,834 44,300
6 5 4 France France
Telecom 77,057 68,251 57,040
7 7 5 Vodafone UK 71,498 61,035 51,306
8 9 8 Telecom Italy
Italia 45,528 41,286 35,484
9 10 9 British UK
Telecom 41,699 35,657 34,054
8 10 Bell South USA 54,700 20,547
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40



g EE R ¢ IR Rl X BATOLIAT ST hE

B ARARE Y o £ £ B 75 E T R R BRI £ T30
AAF I CEFF PRSI 2EBREYORFS > 2T AES F
BrEE RIS WP—“"*’ %HE «n’ g & Rax(Converge Service) TP ik o
TEEYTLOOERYEIA S LLUEARI RS L LT B EBR R
‘ﬁ°2006ﬁ395ﬂ’i@§]?' FYFERTHILETAWRD 2 > Ze

)

P70 BEAHMMIEFATREYE S LE 22 (Bell South) °
TP 200 E RERTEEFYF R A DEMER AP 2T FRTGEY
r@ﬁ’l&_ﬂ_/l)';,ﬁs(_i‘;\"i D s s 2R G EE %—F’s;}:‘l’:‘?’l«:
Jefta > R E S AT #E37=2 3 3 WE R HNELH A P Hx T &
Verizon £ 8¢ (%8B % 4-1- Verizon & 2005 # % :MJ:E&MCI R o
EXZEREATELT ) ;@wl'“’”?b‘?— B R EE CEYH
PR F RS- ko mE kL IR W?¢~%@@g\ﬁﬁaﬁ

F15 ';fffﬁlmVOdafone£m@?]ﬂdu FEERG o F T o imd X
2 B X KR RIRT B RE S BHRP S o

)\

=X

7

A-
E“JA
<+

I"»; ;73
%

&

£

-
¥

TREYF(EAO)FGEEL > F 61T HBR A E4 b L BRSDHME
oo B A FhR '?-’J\ WAL F(HRFOFBERER: FEF HFETR
(Alcatel & Lucent) ~ % = %2 5+ £ (Ericsson & Marconi) ~ # A& & frd
=+ (Nokla&Slemens)«%ﬁ PR L E2 FOL A e T T B REE) o

. /F}@ﬁﬁ mgi;l% P
9. rn*‘,i" n=

o

w
3
F_k
She
filleS
(7
ke

4 FRBNRBAFERNS AP

i

B EEF AR 4T et TRR, & ok ) B e e &2
EEAT B 0 e B AR o Y R BT

41



L ERRAHULEGER SR AR 27 -LREFPEP PO
>t 2 . &

2. RS Pie kg F ks i
3. Mtz iR REYF(EP)FEAMAEITRE - FER FHERAR
FBT T b o

¥R R end pIp ¥ &k T oo (Synergy Effects) | 0 g4 & 3
2rpa Jﬁ?ﬂwfi%l~7@:ra HRpbel B ERE S EFXT REYH(E SR
Fe RRRAFARF(RRPFHIFBREMD s <2 2 ¥ B e RiEH -

G R PR PRk SRS R T S iR e
IR ASRE T R BBV FEF I BB ORPHERP IR
Boag 4 B MR E S e S A

- BEE AR R R AP RS B BRI AL
Biv o AR H UEE G M AiE B BB 4 oo ﬁ‘h{ﬂz—
Michael Porter #& ! éh= fag):d s fd Log = ~(Cost) ~ £ & 1
(Differentiation) » % /2 (Focus on Niche) » 4c 14w & e £ 18 % o 2
FEa AP HF T (M A) LRt & £33 1 E0% AR L G
FOXFEELBREERERTPM PR S BHET RS 2 Bl TR
BFEELG - LRRSE B R RRARTEE R P

7

S F—»

mv

FoOgEAY gAEF L PisL g% (Sustainable Competitive
Advantage) SR A P o B R RATREFT Y E 0 RFAAFALLIE S &
WA AR E o Wik ‘ﬁm%%‘“m;ﬁ?‘@»mﬂ’)?’?m%“‘F»'a@%lé‘«i‘?r%’l
W He A FAIRTI (T B r Tk e T BN AR T L et R eng R
BRTGFEFRFx AT *Kj%fi’?» Bensre B DB 45T 2Rk I
o BAFERER ”mmAppStoreraﬁdum** %o Sw TEAR AT

FHF R EFRSHINBBZ TR FRD P F B A IRTHAE DR
F»%?}éz%‘rmﬂ B o
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4-2 7 § + #-9% 4 (Alcatel-Lucent) ¢ pk

SR L E a2 2 R REORNP pus o B R+ #(Alcatel
S.A. )2 ¥ 2 (Lucent Technologies) & 2006 = 11 * 30 p % W 5 & & 1 ¢
EFHFIA 16 RE~EEP AR EHETRTD CHLIFE T HY
3t (Alcatel-Lucent)#-p 2006 & 12 * 1 p B4 18 » 3720 7 BI0B-0 2
BlH 5% %32 o pF 42 B ° % Euronext &7 % B 93 2 #r(NYSE) 14 5L
ALUH’!ADR%‘”ﬂofﬁé\”ﬁigi)ﬁiaFv fr g s Ry afHas
% L (Patricia Russo)R| 3 #72 @ eh EHFL - 32 P FE g2 ¢ hiF
for A R A4 TR %‘;;z»%:;‘rsr'wa HIFEB R ES o &
A4 I EE S FTO P A DTR-MIF R 1 881,000 4 5 H P 26,100 % LA
TARER o fpA AL o RPUPEE ORE R 01952 P F HERR
B (ADR)IEE » P i+ # e pRaF 7 8.8 ATI(F 9 116 ¥ =) > 1
EFRNE ;%ﬁijﬁzmr HoeomNEEHZ S ﬁ;—#;fgrérﬂgmﬁﬂsg'i’;;a;j\%%g
5201 R e PR g Ha - 352 B (2005 #) & & ¢ Jxi 250
BEOARE R Y M* S cpE K8 ¥ L (Marconi) 2 @ 2 23 &+ 07
ER A B gL 3 1% (Eriesson) 2 7 > & 5 2IRATNT 2K 4 AT o

TR RBFEPp 19 8P4 - EAXBTREDALSE AP S e
S ag 3R G o F 0 & B EJE RS La Compagnie Générale
d’ Electricité (CGE) ¥ % W Western Electric Manufacturing
Company(Western Electric) °

CGE %1898 # d ;= R 1 42fF Pierre Azaria iz RI7 f fE27s (Alsace)
G\;i’&‘ 'E‘%}EE"?’! v i zH ﬁ%]’a,—"ff'a,'pf"imﬁ%@ﬁ#’- > CGE
ik L &5 Alcatel Alsthoml # ® = 3 2ak#icisd G Epp 2 - P42
HE e~ B RTHFEFEE T AP IR & DR BT o R 8B ADSL

G I {T_ﬁ::"*é Rt 5 & B (Boeing Group)m}_ﬁi%_ < A Es
BRE PR R EEgES LR 1090 £ 57 18 p 41T @Eﬁﬁ'lfﬁ
518 2 2 ;= W% 5J # TGV (Train a Grande Vitesse) i & 4 & | o

"% Page 6 & 1-3 % k- WP o 19952006 & 4 0 BRSO FEF HMILS FATRRE
F2005 & 27k 8 £ Gk & Wi 3 foandt o & B 0l #9302 190 we ~ (260

BEAELE- > P 2EETRIG2 B~ LSS o BALTT P32 158 B AR L
¥z o
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W 4-3 [P+ PRI A2 R B 4-4 R P HK B E T
TE S E o ZRIEN 1912 £
1929 #>33% 1998 &2 g e 5
AREFER o

(Source: (Source:

http://www. lucentretirees. com/)

http://www. lucentretirees. com/)

Western Electric & 1869 #+d Elisha Gray % Enos N. Barton = * *t %
RS B2 X fs G AR F Wi o F w%&;@&«m*$@§z
P 1880 B A EfEEE NN AR o 21881 & FRTERF D (AT
&T 2 &) e £ 4 ;i*{d Alexander Graham Bell = = 2 WL T %o F
(Amerlcan Bell Telephone Company ) F% 7 Western Electric i & 4§
BOTRUVILZERLERFZ ST REARFTFoUEF o ATRT » 1925 #
¥4t Western Electric &2 ATRT e 38 &8 » 2 7 F Ll E 7% %
(Bell Telephone Laboratories) & i3t a7l e 3 3 B o & ATRT F £ 02
ARAT O LERHREFP OOFIRAPEH T «m%%m’ EEE L
TR IB AT K HE LY BT e 2 (CCD) ~EAfEh ~Unix
THRIEE AT 07 ~ Bl i L 0 ﬁﬁv%‘:éra&@,—ﬁ o2
Pas bt bEF&Zs 27D 13wl R aEEa .

|

>

v
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FRFCANF AT w4 ATRRT 725 TRBZ 27 REGRHA
FENME ZEEFHRETA1996 # & 2 2w pH (Lucent
Technologies) » ¥ &2 Wiz 2 »t(NYSE) 2 LUH# % + 7 o

TA RO HF AR aﬁ} i BuFEnk £ o Western Electric = @ &
1925 & #-H B2 £ 5338 + o 2 International Western Electric Co. &
LERITT 2@ 5 ITT Telecom: m 2 FW CGE > P Flz B2F 1 37 5> A
1986 & & pt ITT B BT Gk & F £33 ITT Telecom °

CGE = &+ 1980 # i~ { % % Alcatel Alsthom® % 1998 & #-3 3 {27 +
AFFEIRMEA EFRFH T T F (Thomas) 1 2 B2 T EMP L L5 b2 o
# Alsthom #4 § % % Alcatel SA>» 2@ P ERI AR ET A E -

5 7 2001 # 4~ 0 B };—L;I»u@ I Alcatel # Lucent L@p &% » &
EAIREEWE 320 READEE > R AL RELT RRIeART o HEBR
4 FE A

PR PAIEEFBREARF N GFERAG TR A BE A PRk
Fring b 8 TER PR cBEREMRE AL e HES g A £ 2
SRS P s HRRED S BR T B G R M P AR T
A A B Is ek Bt S 2 R RS F AR R - Bl d o B
FHLOFEERABRAALE ERY - BHRag 2 | TEF P ) o BN
ﬁpﬁ%{ﬁj%ﬁ%éﬂﬁ%%ﬁﬁ’ﬁﬁﬁﬂﬁﬁi¥$’ﬁ4 & ¥
P PRS0 SR e B B SO A G oRii e panii o TR

Lt BHAT o Alcatel-Lucent &% hE & > k6 IR0 £ Rsc g 4 R
H&u%é#@tw@%oﬂpAmmaﬁmet% LA R TR RF
SELRD L TG TS [‘],}’{f,‘j—,__%?fﬁ_,\g/k Mk :ijb’]d =) -3 A
PRI P TR ¢ 35 Alcatel ehA i E ¥ £3%F 2 Lucent f § £ WRAP
RERES T EL I EE N E O E A TSP L e S Ul
RS NS v“’"?//i‘l » T Alcatel Lucent A i penifz > £ 3k p & RFcft
U IS A

BERPFOALE T ERAMARLELE € FTOH/ N endp 2 247 &

FEHBAT P HD B BEN 2 F 2 ERA LA R ERMIFF I A
ER TS PO R AT 4 e
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Foob s g D P i E R #’\ Wﬁ“%ﬂ?%ﬁiﬁgwﬂm)
Fho#d HE? AOFBERL LSS BRI CFIISS w o £ 4 b de
SESERMT R Mg R Q%Kﬁ%iﬁéwmﬁmﬂﬂ”wf
SRR RS 0 PO K LS B8 B L E T T £t B s —

2011 & 3% kE A a7 ATRT 7 v B pEAL R T 2 2 B+ o @ T-Mobile USA |
BB (R ez ).

AT&T e 2 2 G iREAR s ~ PEF %S 2455 IR0 2 W7 230(D0J)
S FEEF A E G LR EFCOTFHFmnid T EREE ok F AL
REns AT&T 2 7 cdhig s B2 R B R - RS L
AIFEER S ook AT&T 27 ehE 7 P end & ex il BRI 754 &
HEEFE & 0 B R Y AT TR TN R R R L (4G) e o

AT SsEde o7 ¢34 e T-Mobile USAAp i £ & > e AT&T &
bR E S LT Ll R AL R SR
WREHE AR AR EF ARG HED Y B S DR B A
BEFN-BLAUDEE B2 AFAFEBRS RE > T ERF T
N x)

AR &%‘Eﬂm?&m& o APERAHEFTRE > BEMEREGF

Jitffr]“}é%;_\mﬂ-,z BE A (F R e ) enEEr 5B 7 L PR
Fo$2 b b FE'EL#B BE % RS iER o

@%aﬁaxﬁm:*iﬁﬁﬁ%%wa,ﬂgmu Fp v LA
Fl e TEHEAEE S REHMS Y e o5 3 1 §ﬂwu$’rﬁ
pits B & (Post-Merger-Integration, PMI) | & 75 "t’? c Bl
R R R r-]_% °

PRAFSOY B R R e 2 g TR A SR 14 M1 (PR
o o IR 1IN A2 Rl BRMEPG F PR EF Ao

wi# % > Alcatel fr Lucent eh& &+ g 5|7 P kR 3E o F] & SAVR
B~ A 2rrg s & > 9102 Alcatel 4v Lucent #2006 & &2 & & o Leﬁmﬁ'f
# 2® Alcatel-Lucent #73 & B e% B4 ® > @ ¥ 4 » Lucent A& T HE &
Feis ’éi%fréf’fy_’f%@?ﬁﬂiiﬁriizﬁ{ R RFEE RN A THE
BRI AR 12,000 BB o iptRa- BARRE L o F RO F S EHE SR G F
- ¥ a gﬁlé\?w%mx?r’]i?’ oS- A MBI e FRRS 0 AR
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i,]vj_? ﬁi@ﬁ"\? y FRX ﬁrfpv;,glji A3 mﬁ iy agfﬁ:@_f‘%\iq‘ Lk le;,'i:]%ﬁ,.g ,
2 bR EE A hFIER o

Alcatel-Lucent & §gen? W 7 F N 2R e ‘&\; g d >R F R ER gk
FEE #20 F1t Alcatel-Lucent shieyf BIfj Agt = & pho TR0 AR ~ P>
PREPS TED PR G RPERGE A NE B EEFNLEM -

Alcatel 4 Lucent % 2006 # & # s » S A2 A AT R WU H -
Alcatel 1 & H{ &7 17 4 ‘,;L:ug SEFEMXAELE > LB kP AT
Lucent & & # & #RK A » LR fer RANMET B 5 RAP LA
B IR - Tt B2 g Av\#(p 2 Page 53 % 4-2) #%a p 2006 & 12 * #HpEA
PpA BELSCPMBARIZIEE  E R LY T AEFRDGER4-5) -
2011 & 2 % 3 v 2 B AT E 4F &7 > Alcatel-Lucent p & & {5 2 3] 2010 & % =
FRABLER L P 2010 £ 4§ o AF EET 160 RE~ o

REVENUES

40,000

35,000 Alcatel-lucent

30,000 —
1R 25,000 Nokia Siemens
= Networks

= 20,000
e \ —&— Motorola
15,000 —
10,000 < Ericsson
5,000
0 | — Nortel

2005 2006 2007 2008 2009 2010

Bl 4-5 2005-2010 F# f + 222 23p T Z K & E B o
(E=:Fa®m~)
(Source: & =& #3F)

it Motorola £ Ericsson $ e FAl e 2T B R AL T TiE L2 4 ¢

&
Nokia ¢ e T4t & 35T 2% % (Nokia-Siemens Networks)& i7# ¢ 35+ 2 4
& 47
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P R M I F AT

o F AR P S (ROIC) vt WA GER 4-6) k50 & =+ 4 2006

EE B ROIC BT HA8% > & 2008 # S £k K RT3 B> 2009

—n

5 B ROIC sbipw F| 0 ¥ K » R & fo }?"*#%J“ﬂf%ifﬁfrﬁﬁ"ﬁi BE
Bl 4-6 2005 2010 & " » F &9 p & (ROIC) 4
(Source: = # #3F)

ROIC

0.1

0.05 \
o}
0.05 J_mE—L(hTMJ—MUE—?ﬁE‘Jﬂ;
0.1

oi1s \ / ——ROIC
02 AN /
VM-
o N/
4

-0.35

v TE R (Restructuring Costs) ; Bl # GER 4-T) k5 > i%? %
FLrPETEIAALEL > FMES S IRROICELTE - 7L AFE
RS L E 1 A 20062007 EAEF IS OMAERG BREFER Y
£ 2008 & Ax SR £ R% RIIEE@AEL E o # @F R+ £ D
ROIC k3|5 A8 o A BB GAY L > P EF FP 02 1 Ead 4o 2 ans
EOoBEROICw R kT3 A 2010 #d g oD » A4 2P A Fegd
E Xy e

restructuring costs
800
700
600 / \
500 / \
400 / \

N/ \
NS —

0

2009 2008 2007 2006 | 2005 2004
‘—Q—restructurmg costs| 325 56 707 707 110 130
B 4-7 2004-2009 # " & & % * (Restructuring Costs) |
(E:pawm~)
(Source: =& #3F)
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EE%“WW*Qﬁﬁi%%’ﬂWﬁéxaﬂﬂwﬁ4%wqﬁ&$ﬁ

T RF DR o 30 LIFEN FEPE T FP i BRI 5 T Ak
ROIC#‘?){{ {é o r_]'% /v\’}ﬁ'ﬁz—'m—l Iﬁ%"‘ln\ﬁﬁ%\a/y)@'ﬁ&g]ﬁ ‘@-%Fﬁgﬁ“ffﬁk%@_
FRT A F GER 4-8) » - # -
B H B 14 B % 1R
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8 5
7.5 A
7 Tgl——é 45
6.5 4 A /
6 L
5.5 35 o= <
I = AR 3 -
. 2 :
3 B AT T 5 = MR R
25 PN
3 ~— 15
15 —k—(ost of sales /sales 1
——tee———
0_; % 0.5
0 0
2006 2007 2008 2009 2010 2006 2007 2008 2009 2010
a2 rkc'l - =
R B H A
0.25 0.14
0.2 0.12 \
— " - + 0.1
015 Pl —
/ 0.08
=+=—R&D,/s 008 —— AR
0.1 \ B T
E=SGUA s ./ S = =T=Depreciation’s
0.04
0.05
002
0 0
2006 2007 2008 2009 2010 2006 2007 2008 2009 2010

& 4-8 ﬁi%’gﬂ/}%% /P)@F?F&?f/‘s“/é?%:&f,’?
(Source: % = @ &4R)
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Mo PR WAL H s B 4 A B ;@@g@mw,
2010 & fE £ B TR g IR P RE T Ae 0 R AL SRR BT A R T
HE TS R 4 Ao hoAT 2011 &5 7 6 P Bt imﬁfjfﬁ,&g; R
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EEDEAPEFEFIRNAEAKRD Fenis 4 2F B8P Fo

A4 4520 b g

Revenues
40,000
35,000
30,000 —x7/\ ___x
25,000 > —4—Alcatel-lucent
e
2 20,000 M Motorola
15,000 N .
i FriSSON
mm0—£::::h
5,000 { : f=Nortel
r \
0
2005 2006 2007 2008 2009
Cost of sales
25,000
‘\
20,000 & S
15 000 gﬁ,ﬁéé == Alcatel-lucent
z ’ S
=) - Motorola
* 10,000 A\ \Af
.,,...-/ N\, i EFiSSON
5,000 : :\._.\* ==t N ortel
0
2005 2006 2007 2008 2009

Bl 4-9 2005-2009 = ¥ % 0 F x4 & 7 * Revenue vs. Cost of Sales
(E:pawm~)
(Source: % =@ #3R)

L * Motorola £ Ericsson g fc e #R G A& T T @S2 4 837 -
BEARIP WA A8 B 8 e~ vk 43t Ericsson 0 AR ¥ A4 R
Ericsson (38 4-9) - &1 % 4 _Alcatel-Lucent & & {¢ & 2009 & e

Folee i Motorola = P R G AL FHTES P2 F I 20 2h
AT 2010 # a2 AR AT I R AF B BRARGIY - i
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RAEFREFEP A NE Hore BB FRE 0 BRFRELS 22 @
AARTHE  BRLEI ML R RS AR 2 L E o
o FEREE AR o BRI ES L B
N g A

Research and development costs

6,000

5,000 /\

4,000

—4— Alcatel-lucent

3,000 A % ' s ~#— Motorola

2,000 K /—‘§\: === Erisson
>& == Nortel

1,000

0
2005 2006 2007 2008 2009
L =
S A SR
1000.00
900.00 —4— ALCATEL-LUCENT
800.00 /A\
700.00 prg ¢ —B—ERICSSON
600.00 -
>00.00 / N —4— MOTOROLA, INC.
400.00 M —
300.00 ] \ ok ——y =i NOKIA CORPORATION
200.00
100.00
—. . - —#—NORTEL NETWORKS
0.00 LIMITED
2005 2006 2007 2008 2009

B 4-10 2005-2009 F %+t i 525 % * (Source: & 2 7 £ 4F)
15 £ RB IR % (Source: ¥ MFF5 {1 h pa)

- Hs R EFEYAHIE > B kgt e Pt L L T
Moo= EURIPR A EPIUARD o B g (kRS 0 @ T Ak 4

FHF 1L AL R FGER A1) RS > [P+ B9 o % Bend fl
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B"f ‘_E_"_:"K;fggm.—g ’ ]J“Z\FF ﬁl “l";}’i“""ﬂ %];L%é})—‘-#:,{h"' B ﬂﬁ 4‘%,‘%&,4' o "+ﬁ/ffﬁ;}:
HEF PR HNFHNEe AR E IS T A khd £ LT Y ho

Administrative and selling expenses

4,500

4,000

3,000 \‘*4
N4

2,500

== Alcatel-lucent

2,000 Motorola

1,500 \ == Erisson

1,000 \ = Nortel
500 N\

2005 2006 2007 2008 2009

B 4-11 2005-2009 % - @ g @ergl g 3 * (Ei: g HFe~)
(Source: & =7 &4R)

MA-1lie- Heh 2P LG PRI EIRDFREAEH Y 2
S B T E B ,TJ' Ve R IR N g e 2 Ericsson BB v R BT AR IR E F D
Motorola ABE o

% 2006 # Alcatel fv Lucent & & = > Alcatel 2 & & &7 &5 PR K& -
EFEANEKFL2ET R s’é"gra\ﬁszﬁv‘ A EER S G By R pOYE
Mm@ Lucent A BHFET BREREEF T AR RKp A EF H o8 g P
BB Frup B Tt B3B3 A F AL B FRE(E 4-2) s o
e b0 B A LB e Bk (A4 4-3) o

* Lucent Technologies % 2000 4 #-{ %38 23k # 3% 4 2| (Spin-off) » & * Avaya 2 @ >

RESLEIFE ST SR E R X
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# 4-2 Alcatel-Lucent & #2331 & Rt £ 23 F R L F

INTERNATIONAL
- North Asia Rest of the
Regions America LIRS Pacific World

Alcatel-Lucent 36% 32% i8% 14094
revenues

Market Opportunity

+Mobile Subscribers = 333 M = 980 M = 2459 M « 989 M
*Smartphones « 71 M + 87 M = 101 M « 30M
“Internet users « 306 M = 401 M = 857 M « 500 M
*Market size « 57 B = 56 BE = 56 BE « 30 B€
Leading position « IPIMPLS » |IPIMPLS +« PON + IPIMPLS
or taking share « | TE » GSMMWCDMA » GSM « PON

« DSL « PON = Managed sarvices = DSL

(Source: = & &3F)

% 4-3 Alcatel-Lucent &€ & {81 & & &7 3 >

. ‘Alcatel.ucentShare by Product Sector

Rank Market % Competitors

Share Revenues
1 40% 17 Nortel, Motorola, Samsung,
Huawei

_ 4 9% 6 Ericsson, Nokia, Huawei
_ 3 13% 15 Ericsson, Nokia
- 1 25% 14 Nortel, Huawei, Nokia, Fujitsu
_ 1 40% 13 Nokia, Ericsson, Huawei
_ 3 12% 16 Ericsson, Nokia
_ 1 >25% 7 Nortel, Ericsson, Nokia
- 1-3 >15% 9 Cisco, Juniper, Redbeck, Nokia

(Source: http://www.wikinvest.com Competitive Position in
2008-2009)
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% 2006 & Alcatel = Lucent & & & » B22R 3 it 7 4 & & &8 Hjiven®
B o b E X AR D2FHLE ST chi s A —2 7] 2008 & AL HRFLE
6 ARG FT A RFERNFTNEL TR > 27 # i) ¢

MAlcatel-Lucent’ s Transformation |

2009 & & » Alcatel-Lucent }+ Ei% - & a7z 7 & Ben Verwayyen

wAREARA D PFTRE (Vision) f1* # 4 eh%g 2 234 5 &
W oRE R KL RN — 2 2 EEH ER D MLE S a fen

PR m Rk RA S % ®E 228 P Z £ Alcatel-Lucent B4
Ao —&13(2010 %) 274 2 &RL FELEFIES 2 2011 #42%
B P T 4 et Alcatel-Lucent BLEEFE 4ec % (FER) 4-12 2 B 4-13) »

SA (IFJ §¢ —-F ﬁ' J FL)%‘ Fl‘ \d ‘g‘ E] #il 71 ¥ r . / CeIl){t
" { : l 3’\ [——E iﬁ - P\ 3 7;& I |80/ ( a2 g] ) ’
Eg ./—"/.;-/: Al ‘i F!H E £, % m ; 0 ¥ 4 I 4 ’ I‘ ILL Py ﬁ% W- ivg

ALCATEL-LUCENT TRANSFORMATION

continue improving

tumaround is finally materalizing.

struggling

"Much of Alcatel-Lucent’s problems are

B 4-12 % & 23 F L h3t Alcatel-Lucent BLEEF 4o ec %
(Source: = & #4F)
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What's Required of Suppliers...
Imperatives:

B 4-13 %%~ %2 % Alcatel-Lucent BLEEF 45 ec
(Source: = & #4F)

(compare | (et it [v) (rens [9) sstiom [

ALY Last: 4506 Change: 4 0.21(433%) Volume: 2,902,428 Time: 9:48 AM  ALCATEL-LUCENT

16
14
12
0

s

$4

[y

02011 ED (FAR e

2006 Dec 2007 Ot 2008 Aug 2009 Jun Mow 2010 Sep 2011 Jul

Bl 4-14 Alcatel-Lucent #iT7 # %% 4 % §
(Source: www. nasdaq. com)
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4-3 Bell Labs e "B 4157, 2

FOATF RS AT AR POE 2 a A iR R B B A R B
FaviE o R PHEHT B EFIHAIF P HAE CAKR L
BEE L > TSR ET HLSEFRE HhgiE 0 R0 L R/ RES HLE

21020 EPL ERREAGFOEIRNLCEEE ARTELH
2 ”(AT&T) BT T I EF 223 07 (Western Electric)
ST REEFTEE N g RN 2 B Al BERHRTSAT A AR gk
3+yﬁﬁgmﬁQ’m%§%# FRT G E e 20001 £ 39
{l/ﬁ’ ?'\E%ZZ';I%‘/EJT&Z AT B DT AP HEE AL Pf 2006 £ 02 R
QQQEW@4%AMMdbﬁ%%ﬁﬁmet**?%Av
Alcatel-Lucent » T #-3 Fo @ apr 3 H =30 » L EF %R E o

LR & i 5 E -+ ##a(Alcatel-Lucent) a3 4 » £3% 5 £
AEP S B o de R B T AT B E R AR E T
e A (CCD) ~ a3k ~Unix TA i 5o ToMEst C33 ~ %
UREREN TR IFAAERE PR LEFRZL2HHET AIED
ﬂﬁ*%ﬁﬂﬂﬁéﬁ139E@%Eﬂﬁﬁﬁ§%géé¥§§§ﬁ§;i

THEIfeAFEE L o LR R s%TiESc EE T g RG] TR BT

/§_H3.5ll}%'f

p2007TE R RERFZR A~ tgR# &% 27 TGlobal Presence |
Rk L ERS%REP 192522 k- ENERLIPeIET BGR
PEED R PR IE 0 BT R EREFEI N E L TN GERCER A
B~ ISR FE FRELMC R R E 2009 F ALERF RS
X2 3Tdpe) -

MBootCamp R & #-# 7 B[ (Research Group) &7 Hid b k£ £
5% o 4 T Business Modeling Group ; i #@ %% $ 4 Research Group |
wﬂﬁﬁﬁ*mwxwfﬂﬁmﬁp“@mﬂ(%mOH)$p& 3

v BITATH R T A o Ry lﬁ])‘} PREBEDAE ST EINM g RED
B ff o #ATHATY IR A S o Rl ATH S FUAGRAT L e & B BT
MInnovation = Invention + Commerc1allzat10nJ B AReRAE o

3

1984 & AT&T %15 F d= g4k o &= ATRT &2 B+ T2 271996 & ATRT * #5%T ch
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Alcatel-Lucent Frpft%k = = 134 5 2 X7 f&

PARIS 2006/11/30— France's Alcatel (ALA) completed its $11.6 billion
acquisition of Lucent Technologies (LU) Thursday, creating a global telecom
equipment giant.

The deal's completion was announced after the new Alcatel-Lucent board
met for the first time in Paris, where it also approved the appointment of two
independent directors to the 14-member board.

Lucent chief executive Patricia Russo, who will head the combined company
from Paris, said the combination created an "undisputed leader in the
industry."

The company will be traded on Euronext Paris and the New York Stock
Exchange (NYSE) beginning Dec. 1, 2006, under a new common ticker
symbol, ALU.

With combined sales of more than $26 billion in 2005, Alcatel-Lucent
overtakes LM Ericsson's $21.6 billion in revenue to control about 18%
of the fiercely competitive market for telecom gear. The merger partners
have promised $1.8 billion in annual pretax savings— half of which will
be made by cutting about 8,800 jobs, or 10%, of the combined
workforce.

"Management seems extremely confident in its ability to achieve" the savings,
said Odon de Laporte, an analyst with Paris brokerage CA Cheuvreux, which
has improved its assessment of the all-stock deal in the eight months since it
was announced.

Although the combination was billed as a "merger of equals," former Alcatel
shareholders control about 60% of the combined company. Outgoing Alcatel
boss Serge Tchuruk stays on as non-executive chairman of the new
14-member board, comprising six directors from each company and two
independent European directors.

Analysts say the Alcatel-Lucent product line is well suited to triple-play
networks combining Internet, phone and TV, as well as services that blend
fixed-line and mobile phone offerings — another growth area.

Orange, France Telecom's Internet and mobile arm, plans to roll out
Alcatel-Lucent hardware next year allowing customers to use their cellphones
at fixed-line prices when at home, following similar launches by other
European telecom operators including BT Group.
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Alcatel has invested heavily in advanced fixed-line networks, and Lucent has
developed switches that allow mobile phone users to move seamlessly
between a cellular network and a wireless Internet connection in mid-call.

The technological fit between Alcatel and Lucent "will maximize their
prospects of winning big contracts in fixed-mobile convergence," said Eric
Carballeda, a Paris-based telecom analyst with Aurel Leven.

Building on earlier consolidation in the sector, the combination will also help
telecom equipment makers resist growing pressure on prices after a wave of
mergers and acquisitions among their customers, the phone operators.

Alcatel agreed to buy Nortel Networks' (NT) third-generation UMTS mobile
networks earlier this year. Nokia and Siemens also announced a telecom
equipment joint venture in June, eight months after Ericsson bought Marconi.

Consolidation is "very important for the equipment makers, as they were
losing pricing power very quickly," Carballeda said.

Unlike either Alcatel or Lucent alone, the combined company will have a
strong, evenly distributed presence around the globe. Europe, North America
and Asia each supply close to one-third of revenue, spreading the risk posed
by local economic shocks. Last year, North America accounted for 14% of
Alcatel's sales — smallest share by region — while Europe generated 13% of
Lucent's.

Alcatel-Lucent may look strong on paper, but Russo will have to work hard to
integrate New Jersey-based Lucent with its French rival and realize the
benefits. The task could throw up as many cultural challenges as business
problems, as other recent trans-Atlantic mergers suggest. Cultural
sensitivities were blamed for difficulties at DaimlerChrysler (DCX), which took
several years to get the 1998 acquisition of Chrysler by Germany's
Daimler-Benz to work.

On the positive side, analysts say there are clear benefits — and more
incentives to cooperate — in telecom equipment mergers than in cars.

While automakers are obliged to maintain separate product lines to suit local
consumer preferences and needs, Cheuvreux's Laporte said, telecom gear is
"much more globalized than auto markets, so there's a bigger advantage in
being a global player."
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Alcatel/Lucent Merger to Proceed Following President Bush's Acceptance of
CFIUS's Recommendation for Approval

Nov 28, 2006

On November 17, 2006, President George W. Bush accepted the
recommendation of the Committee on Foreign Investment in the United
States (CFIUS) and permitted the $11.8 billion acquisition of U.S.-based
Lucent Technologies by the French telecommunications company, Alcatel.
This approval clears the last regulatory hurdle for the deal, and the
companies expect the acquisition to be completed by November 30, 2006.

Recently, two highly controversial proposed transactions have increased
media attention on foreign mergers that may threaten national security. In
June 2005, the state-owned Chinese National Offshore Oil Corporation
abandoned its attempt to purchase U.S.-based Unocal because of negative
publicity and national security fears in the U.S. In February 2006,
Dubai-owned Dubai Ports World agreed to relinquish management of a
recently acquired port management company that controlled operations at a
number of U.S. ports, following a negative congressional response to the
deal that was based on national security concerns.

Under the 1988 Exon-Florio amendment to the Defense Production Act of
1950, CFIUS reviews foreign acquisitions, mergers, and takeovers of U.S.
companies for potential national security threats. The committee is comprised
of twelve cabinet-level officials, who review proposed transactions and then
make a recommendation to the president regarding whether he should
approve or prohibit a particular deal. CFIUS conducts an initial thirty day
review, and if there are potential national security implications of the deal,
CFIUS can extend that period by forty-five days to conduct a more formal
investigation. CFIUS then makes a recommendation to the president, and he
has an additional fifteen days to consider the committee's recommendation
and ultimately approve or prohibit the deal. CFIUS has reviewed more than
1,900 deals, and only once has the president prohibited the transaction.

Alcatel and Lucent announced their plans to merge in April 2006 and filed a
voluntary notification of the transaction with CFIUS in August. CFIUS
extended the initial review for the additional forty-five days, and on November
6, following a rigorous investigation, CFIUS recommended to the President
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that he not suspend or prohibit the deal. Alcatel's acquisition of Lucent
received heightened scrutiny because Lucent owns Bell Laboratories, which
conducts sensitive communications, surveillance, and advanced technology
research and development work for the U.S. Department of Defense.
Because Paris-based Alcatel has previously worked with China, Cuba, Iran,
North Korea, Sudan, and Syria, some members of Congress expressed
concern that the merger might result in the leak of sensitive national security
information to hostile governments. To allay these concerns, Alcatel and
Lucent agreed to create a U.S.-controlled subsidiary that would handle any
work related to sensitive U.S. government contracts. The subsidiary will be
headed by former U.S. Secretary of Defense William Perry, former CIA chief
James Woolsey, and former NSA head Kenneth Minihan.

Despite this agreement, Representative Duncan Hunter (R-CA), Chair of the
House Armed Services Committee, held a hearing in mid-November to probe
deeper into the national security implications of the transaction. The hearing
was closed to the public, reportedly to protect classified and confidential
national security information and proprietary business information. Patricia
Russo, Chief Executive Officer of Lucent Technologies, and Mike Quigley,
Chief Operating Officer of Alcatel, testified at the closed-door hearing, in
addition to Gordon England, Deputy Secretary of Defense at the Department
of Defense, and Clay Lowery, Assistant Secretary for International Affairs at
the Treasury Department. The details of the hearing remain classified, but
post-hearing statements from a number of lawmakers indicated that the deal
would likely move forward, although Representative Hunter expressed a
desire to investigate the matter further.

On November 17, 2006, President Bush accepted the recommendation of
CFIUS and approved the deal, contingent upon Alcatel's and Lucent's
acceptance of two additional agreements with U.S. government agencies that
would further safeguard sensitive information. The precise terms of these two
agreements are unknown, but the White House has said that they are "robust
and far-reaching." Because the deal has already been approved by
shareholders of both companies, as well as the relevant antitrust
enforcement agencies in both the U.S. and the EU, the deal can now proceed,
and the companies expect it to be completed by November 30, 2006.
http://www.gibsondunn.com/Publications/Pages/AlcatelLucentMergertoProceedFoll
owingPresidentBushsAcceptanceof CFIUSsRecommendationforApproval.aspx
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First-Named Assignee 2005 2006 2007 2008 2009 Total
~INDIVIDUALLY OWNED

PATENT 4368 4779 4136 3620 3628 20531
HUAWEI TECHNOLOGIES

CO., LTD. 9 19 21 48 82 179

LUCENT TECHNOLOGIES

INC. 405 552 432 405 4 1798
ALCATEL 212 251 154 155 131 903
ALCATEL CANADA, INC. 15 41 35 10 0 101
ALCATEL LUCENT 0 0 41 98 149 288
ALCATEL-LUCENT USA
INC. 0 0 0 29 413 442
632 844 662 697 697 3532
ERICSSON, INC. 59 46 24 8 2 139
MOTOROLA, INC. 456 576 411 350 339 2132
NOKIA CORPORATION 335 597 679 608 648 2867
NOKIA MOBILE PHONES
LTD. 104 94 16 5 5 224
NORTEL NETWORKS
LIMITED 377 320 272 272 245 1486
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CISCO TECHNOLOGY,
INC.

440

649

580

704

913

3286
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Interview: Jeong Kim of Alcatel-Lucent Bell Labs

January 2010

Bell Labs president Jeong Kim wants to preserve the freedom that will allow
his researchers to continue to deliver disruptive technology

Jeong Kim: Innovation comes from the left field, because
you've not thought about it. Otherwise people have thought
about it, and then it is incremental, and that’s engineering

What do the following key items of modern technology have in common? The
transistor, the fax machine, the talkie, stereo sound, the laser, the concept
and technology of the cellular phone and the sensor at the back of your digital
camera.

And the following bits of fundamental scientific research? The wave nature of
matter, background radiation in the universe and the quantum Hall effect.

The answer to this quiz is Bell Labs, the venerable institution whose
researchers — people such as Harry Nyquist and Claude Shannon — were
also responsible for some of the fundamental maths behind the theory of
digital communications.

Bell Labs was set up 85 years ago, in 1925, by the mighty AT&T, which then
ran manufacturing and operations of most of the US phone business. During
the next half-century or so, the laboratories were responsible for more Nobel
prizes for physics than most countries have won: seven prizes for work
directly at Bell Labs, and four more won by people who spent some of their
career there.
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But it's changed. As part of the break-up of the old monopolistic AT&T in the
1980s, Bell Labs became part of the independent manufacturing company,
Lucent, which since 2006 has been half of the merged Alcatel-Lucent.

The person in charge of Bell Labs since 2005 is Jeong Kim, a specialist in
optical communications who has also worked as a nuclear submarine officer
in the US Navy. How has Bell Labs changed since its ownership changed?
“What is changing is the rest of the world — and the industry is changing,”
says Kim, who returned to Lucent to run Bell Labs after a spell at the
University of Maryland. “The change is something we’re familiar with.”

Kim was presiding over the launch of GreenTouch, Alcatel-Lucent’s bold
initiative to reduce the amount of energy used by communications networks.
In the middle of 2009 a number of Bell Labs engineers decided to draw on the
parallels from the 1930s and 1940s work of Nyquist and Shannon — who
worked out the minimum amount of information needed to communicate an
intelligible signal. Their work is at the heart of all digital communications.

What, the researchers asked in 2009, is the minimum amount of energy
needed to communicate an intelligible signal? The answer was surprising: in
theory it's 0.01% — or one ten-thousandth — of what is used by today’s
networks. Even if the number is multiplied by 10 for reasons of caution, the
implication is that information and communications networks are wasting
99.9% of their energy.

This project is a sign, he says, of how Bell Labs has a clear and important
role that is distinct from the role of academic institutions. “Adademia is
siloed,” says Kim. Bell Labs allows researchers to work together across
disciplines. “It does require the best of minds from different disciplines. But if
you talk to the researchers from Bell Labs, that's what they enjoy,” he says.

Bell Labs employs about 1,000 researchers, but no longer all in a single
campus in the US. “More than 50% of our researchers are foreign born,” he
says. “We have recruited from the best universities around the world.”

In the old days, Bell Labs would bring them to the US. “Now we bring Bell
Labs around the world, to tap into high quality researchers. We are sourcing
the brightest minds locally.”

But there have been other changes. In the old days, when AT&T was a virtual
monopoly in telecoms in the US, much of the funding was directed towards
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public interest work, he says. “Now the funding is by a for-profit entity, so we
have to look after the interests of our funding entity.”

However, Bell Labs still believes in open innovation, he says. “We support
open collaboration. We have done throughout history.”

How, though, does the research institution justify its work to Alcatel-Lucent
and its hard-pressed shareholders? “You create intellectual property,” says
Kim. The licence revenue on Bell Labs inventions “easily justifies” the funding
that he and his colleagues receive, he says.

The purpose of Bell Labs today — and in the past — is “disruptive technology
for new markets”, he says.

And what disruptive technologies are researchers working on today? Work
that compares with the transistor and the laser in revolutionizing electronic
communications?

“We like surprises,” says Kim. “Innovation comes from the left field, because
you’ve not thought about it. Otherwise people have thought about it, and then
it is incremental, and that’s engineering.”

But if the inventions that count are surprises, how do you choose where to
focus your work? “Most of the research projects are initiated by
understanding the pain points,” he says. “The others are started by curiosity.
We insist that all our researchers understand the problems of the industry in
their head,” he says.

Asked to offer an estimate of the split between applied and fundamental
projects in Bell Labs, he suggests that 70% are applied and 30%
fundamental. But researchers have to have the freedom to work on projects
that interest them. “That’s the only way. Otherwise it Kills the creativity.”

Today, Bell Labs has eight locations around the world, in cities in France,
Germany, Belgium, Ireland, India, China and — most recently — Korea as
well as the US.

And is there work going on that will win further Nobel prizes? Kim says that
there is. “It takes time to be recognized externally,” he says.

And why has Bell Labs won more than any other institution in the world? “It is
the environment,” he says. “We are protecting that environment, with funding
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support and operational freedom. If you don’t you can easily destroy it.”

GTB's news report on the Bell Labs GreenTouch project:
http://www.globaltelecomsbusiness.com/Article/2370078/Bell-Labs-aims-for-
1000-fold-cut-in-energy.html
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All Eyes on Alcatel-Lucent Merger
Alcatel-based enterprises in wait-and-see mode after Lucent merger.

By Phil Hochmuth, Network WorldApril 10, 2006 12:07 AM ET

With the mega-merger of Lucent and Alcatel in the books, corporate users of
Alcatel voice and data gear say the deal could be a boon for the French
vendor's market presence in the United States.

In addition to merging a plethora of carrier access, edge, backbone and
optical product lines, the Alcatel-Lucent merger creates an interesting
package of IP voice, switching, routing and security products. But with Lucent
mostly out of the enterprise business since 2000, and Alcatel's scant market
share, some observers question whether the merger will be just a blip on the
screen for large IT buyers.

Lucent and Alcatel agreed last week to a $13.4 billion merger, in which
Lucent CEO Patricia Russo would become the head of the joined company.
But the deal - called a merger of equals - is essentially a buyout of Lucent by
Alcatel, which has almost twice the market value of its U.S. rival.

"The Lucent footprint could help Alcatel a little in the U.S., but it's not like
Lucent is that well known to U.S. enterprises either," says Zeus Kerravala, an
analyst with The Yankee Group. "The Lucent brand has been gone from the
enterprise for so long, it might not give Alcatel much of a boost."

Related Content

If a company is going to go through a process and end up picking Alcatel,
Kerravala says, "it's going to be because the [buyer] has done their due
diligence and found some feature or benefit from Alcatel," and not because of
name recognition or marketing.

Price and performance are the reasons users would install Alcatel gear in the
United States.

"I'm just waiting with interest to see what's going to happen" to Alcatel's
enterprise business after the merger, says David Happala, network
technician for the Crosby Independent School District, which is near Houston.

Three years ago, the school district standardized on Alcatel OmniSwitch
Layer 3 Gigabit Ethernet backbone and 10/100/1000Mbps wiring closet
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switches, when Happala was looking to build a district-wide Gigabit Ethernet
WAN with fiber provided by the local cable TV provider.

"l liked what Alcatel was doing at the time with Layer 3 and Layer 4
switching," Happala says. "Cisco was doing it too, but it was too expensive.
When we put our requirements out for bid, Alcatel came in at one-third of the
cost of the Cisco bid."

Lucent for years was a well-known corporate brand, with its Definity PBX and
Cajun line of LAN switches, but the vendor spun off all product lines with the
divestiture of Avaya in 2000. (Avaya has since stopped selling data products).

In a Webcast news conference in Paris last week, Alcatel Chairman Serge
Tchuruk and Lucent CEO Russo only briefly mentioned enterprise customers
in reference to the two companies' work on developing IMS technology, which
defines how IP networks handle voice calls and data sessions, and
next-generation all-IP networks.

Their remarks were aimed mostly at network operator customers, especially
big companies requiring global support.

Alcatel spokesman Mark Burnworth said it was still too early to delve into any
details, such as which product lines could be expanded or dropped.

Whether or not a merged Alcatel-Lucent divests its enterprise gear, some
users think the Lucent brand still holds weight.

Related Content

"l think it will be beneficial," having Lucent and Alcatel merged, says Michael
Robinson, director of communications for Jackson State University in
Jackson, Miss. The university uses Alcatel OmniSwitch LAN switches and the
OmniPCX Enterprise IP PBX phone system, which provides analog phone
service to dormitories, and a mix of digital and IP voice to staff and faculty
office.

"The main thing it will give Alcatel is more name recognition here in the U.S.,"
Robinson says of the Alcatel-Lucent merger. "Alcatel has very good products,
but not many people out there have purchased Alcatel equipment or even
know where to get it." In Mississippi, only one telecom/datacom integrator
offers Alcatel products, Robinson says.

Also at issue with the Alcatel-Lucent merger are the vendors' relationships
with the French and U.S. governments, respectively. Both vendors sell gear
to their federal governments and support it, and a merged company could
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raise issues with the governments, analysts say.

"[Lucent] said they would create a proxy board in charge of sorting out
government business by degree of sensitivity," says Stéphane Téral, an
analyst with Infonetics Research.

Alcatel also has defense-related business with the French government that is
being divested of and merged into EADS, the French airplane and IT
outsourcing giant.

Material from the IDG News Service was used in this report.

Read more about vendor news in Network World's Vendor News section.
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Alcatel-Lucent Timeline

Alcatel-Lucent Timeline

1869

1881

1898

1925

Elisha Gray and Enos N. Barton form Gray and Barton, a small
manufacturing firm based in Cleveland, Ohio. Three years later, the
then Chicago-based firm is renamed the Western Electric

Manufacturing Company.

American Bell purchases a controlling interest in Western Electric
and makes it the exclusive developer and manufacturer of

equipment for the Bell telephone companies.

French engineer Pierre Azaria sets up the Compagnie Générale
d'Electricité (CGE) with the aim of taking on the likes of AEG,

Siemens and General Electric.

Absorption by CGE of Compagnie Générale des Cables de Lyon.
:Bell Telephone Laboratories is created from the consolidation of the

Western Electric Research Laboratories, formed in 1907, and part of
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the Engineering Department of AT&T.

1927 The first long-distance television transmission — from Washington, D.C.,

to New York City — is a notable first for Bell Labs.

1928 Alsthom by Société Alsacienne de Constructions Mécaniques and

Compagnie Frangaise Thomson-Houston are formed.

1937 Dr. Clinton J. Davisson becomes the first of 11 Nobel Prize winners
from Bell Laboratories for his experimental confirmation of the wave

nature of electrons.

1946 After playing a critical role in providing communications and command
equipment for the U.S. military during World War Il, Western Electric
is able to direct its efforts toward filling the pent-up demand for telephones,

producing a record 4 million telephones.

Reuse of radio frequencies among hexagonal "cells" is discovered, leading

1947
to cellular communications. In the mid-1940s, Bell Labs creates the cellular
concept and developed the first commercial mobile telephone service.
Bell Labs invents the transistor. Three Bell Labs scientists later received
the Nobel Prize for their scientific breakthrough.

1948 Claude Shannon quantifies "information" (Information Theory) and gives

engineers a math-based theoretical maximum information carrying capacity

89



for any communications system.

1954 Bell Labs invents the solar cell battery allowing conversion of sunlight

directly into electricity.

First trans-Atlantic telephone cable is placed into service, handling up
1956

to 36 simultaneous calls.

AT&T signs a consent decree to settle a 1949 antitrust suit brought by

the U.S. Department of Justice. The decree limits Western Electric to

manufacturing equipment for the Bell System and contract work for the

government, so Western quickly sells its small non-telephone subsidiary

Westrex to Litton Industries and its holdings in Northern Electric

(now known as Nortel) to the public.

1957 Laser is invented at Bell Laboratories.

1962 Bell Labs builds and successfully launches Telstar |, the first orbiting

communications satellite.

1966 Absorption by CGE of the Société Alsacienne de Constructions Atomiques,

de Télécommunications et d'Electronique (Alcatel).
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1969

1970

1978

1980

UNIX operating system is invented by Ken Thompson and Dennis Ritchie.
A simple but elegant time-share software system for computers, it is
designed to run on computers of all sizes, making open systems possible.
UNIX later becomes the foundation for the Internet. The UNIX operating
system and the C programming language, closely intertwined in both origin
and impact, are created at Bell Labs between 1969 and 1972.

UNIX makes large-scale networking of diverse computing systems —

and the Internet -- practical. The C language brings an unprecedented
combination of efficiency and expressiveness to programming. Both
make computing more "portable." Today, UNIX is the operating system of
most large Internet servers, as well as business and university systems;

C and its descendants are the most widely used programming languages

in the world.

Ambroise Roux becomes CGE's chairman. At the end his term, he remains

honorary chairman until his death in 1999.

First service trial of Bell Labs-developed cellular system is conducted in Chic

Bell Labs introduces the digital signal processor chip.
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1982

1983

1984

1985

1986

Jean-Pierre Brunet becomes CGE's chairman.

AT&T and the U.S. Justice Department settle a 1974 antitrust suit,
with modification of final judgment (MFJ) to the 1956 consent decree.
AT&T agrees to divest its local telephone companies effective

Jan. 1, 1984, and in turn is freed from other 1956 restrictions.

As part of divestiture, Western Electric's charter is assumed by

a new unit, AT&T Technologies.

AT&T Technologies has separate market-focused business units

to manufacture and sell consumer products, network systems,
technology systems and information systems.

First high-capacity, long-haul lightwave transmission system between

New York City and Washington, D.C.

Georges Pebereau becomes CGE's chairman.

Thomson CSF's public telecommunication and business communication
operations are merged into a holding company Thomson
Télécommunications, which is taken over by the CGE group.

Cables de Lyon buys Thomson Jeumont Cables and Kabeltel under

the CGE-Thomson agreements.

Alsthom Atlantique changes its name to Alsthom.
Merger between CIT-Alcatel and Thomson Télécommunications.
The new entity adopts the name Alcatel.

Alcatel NV formed following an agreement with ITT Corporation,
which sells its European telecommunications activities to CGE.
Pierre Suard becomes CGE's chairman.

CGE buys into Framatome (40%).

Cables de Lyon becomes a subsidiary of Alcatel NV.

92



1987

1988

1989

1990

1991

1992

1993

CGE is privatized.

Alsthom wins an order to supply equipment for the TGV Atlantique
network and leads the consortium of French, Belgian and British
companies involved in the building of the northern TGV network.

Link-up of Alsthom and General Electric Company (UK).
Merger of Alsthom's activities and GEC's Power Systems division
into a joint company.

Agreement between CGE and General Electric Company and

setting up of GEC Alsthom. CGEE-Alsthom changes its name to Cegelec.
AT&T Technologies branches into several business units,

including AT&T Network Systems, AT&T Global Business
Communications Systems, AT&T Microelectronics and AT&T

Consumer Products, which later combine with Bell Labs to become
Lucent Technologies.

CGE-Fiat agreement. Alcatel takes over Telettra and Fiat acquires

a majority stake in CEAC. Acquisition by Cables de Lyon of Céableries
de Dour (Belgium) and Ericsson's US cable operations.

Agreement on Framatome's capital structure, with CGE holding
a 44.12% stake.

Compagnie Générale d'Electricité changes its name to Alcatel Alsthom.
Purchase of the transmission systems division of the American

group Rockwell Technologies.

Cables de Lyon becomes Alcatel Cable and takes over AEG Kabel.

Alcatel Alsthom acquired AEG Kabel (subsequently renamed Kabel Rheydt)
a leading cable manufacturer in Germany, strengthening its presence

in this region.

Acquisition of STC Submarine Systems, a division of Northern Telecom
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1995

1996

1998

1999

2000

Europe (today Nortel Networks).

Serge Tchuruk becomes chairman and CEO of Alcatel Alsthom.
He restructures the company focusing on telecommunications.
AT&T proposes forming three separate, publicly traded companies to

serve the increasingly divergent business needs of its customers.

Lucent Technologies launches its separation from AT&T with an initial
public offering, which is at the time the largest ever on the

New York Stock Exchange.

Alcatel Alsthom is renamed Alcatel.

Acquisition of the American DSC which has a solid position

in the US access market Initial public offering of

GEC ALSTHOM which becomes Alstom.

Alcatel retains 24% in the newly-formed company.

Alcatel sells Cegelec to Alstom.

Horst Stormer of Bell Labs and two former Bell Labs researchers
receive the Nobel Prize in physics for their discovery of the
fractional quantum Hall effect.

Acquisition of Xylan, Packet Engines, Assured Access and
Internet Devices, specializing in Internet network and solutions.
Alcatel raises its participation in Thomson CSF (now Thales) to
25.3% and reduces its participation in Framatome to 8.6 %.

Acquisition of Newbridge, worldwide leader in ATM technology networks.
Acquisition of the American company Genesys, worldwide

leader in contact centers.

Acquisition of Innovative Fibers-world leader in DWDM optical filters.
Alcatel’s cable activities are subsidized and renamed Nexans.

Lucent spins off its enterprise networking group — Avaya Inc.
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2001

2002

2003

Alcatel sells its 24% share in Alstom

IPO of a significant part of Cables & Components business
(Nexans activity). Alcatel keeps 20% of Nexans shares.
Acquisition of the remaining 48.83% stake held in

Alcatel Space by Thales, bringing Alcatel's

ownership of Alcatel Space to 100%. After this transaction,
Alcatel's stake in Thales decreased from 25.29% to 20.03%.
Disposal of 4.2% stake in Thales.

Alcatel sells its 2.2% participation in Areva.

Alcatel sells its DSL modem activity to Thomson Multimedia.
Agere Systems, Lucent's microelectronics business, completes
an initial public offering as a separate company.

Acquisition of Astral Point Communications Inc., a U.S. company
and front-runner in next generation SONET Metro Optical Systems.

Alcatel sells its microelectronics activities to STMicroelectronics

Alcatel sells its remaining share in Thomson

Alcatel acquires control of Alcatel Shanghai Bell

Alcatel completes the acquisition of the Telera Corporation.

Alcatel sells 10.3 million Thales shares (reduces Alcatel's

shareholdings in Thales from 15.83% to 9.7%).

Alcatel sells 1.5 million Nexans shares (reduces Alcatel's

shareholding in Nexans from 20% to 15%)

Pat Russo returns to Lucent as chief executive officer and

becomes chairman in 2003.

Alcatel sells 50% shareholding in Atlinks, a manufacturer of

residential telephones, to Thomson.

Acquisition of iMagicTV, a Canadian supplier of software products

and services that enable service providers to create, deliver and
manage digital television and media services over broadband networks.
Acquisition of TiMetra Inc., a privately held, Silicon Valley-based
company that produces routers.

Alcatel's optical components business sold to Avanex.

SAFT Batteries subsidiary sold to Doughty Hanson.
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2004

2005

2006

The SAFT subsidiary which specialized in battery operations was

sold to Doughty Hanson.

Alcatel and TCL Communication Technology Holdings Limited form

a joint venture mobile handset company. The joint venture company
is 55% owned by TCL and 45% owned by Alcatel.

Alcatel and Draka Holding N.V. ("Draka") combine their respective

global optical fiber and communication cable businesses. Draka

owns 50.1% and Alcatel owns 49.9% of the new company,
Draka Comteq B.V.

Alcatel acquires privately held, U.S.-based eDial Inc., a leading

provider of conferencing and collaboration services for businesses

and telephone companies.

Alcatel sells 7.1 million Avanex shares, bringing its stake in this

company to below 20%.

Alcatel completes the acquisition of the privately held, U.S.-based
Spatial Communications (known as Spatial Wireless), a leading
provider of software-based and multi-standard distributed
mobile switching solutions.

Lucent reports its first profitable year and first year of revenue growth
since fiscal 2000.

2005 was a record year for Alcatel in terms of results, contracts,
events, and agreements as operators looked to Alcatel for network
transformation solutions.

Jeong Kim becomes 11th president of Bell Labs and Lucent signs
a multiyear contract with Sprint worth more than $1.5 billion.

Alcatel announced a deal to increase its shareholding and transfer
its satellite subsidiaries, its railway signaling business and its
critical security systems domains to Thales, a key player in the
French defense industry.

On November 30, 2006, Alcatel and Lucent Technologies merge.
Acquired Nortel's UMTS radio access business to strengthen its
leadership position in this technology.
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Announced plans to acquire all the assets, including all intellectual

2007 property of Canadian metro WDM networking supplier

Tropic Networks, Inc.

Acquired NetDevices, a developer of services gateway products
for enterprise branch networks, based in Sunnyvale, California.
Acquired Thompson Advisory Group, Inc. (TAG), one of the
largest nationally recognized telecommunications consulting
practices in the U.S. As a fully independent subsidiary, TAG

will help enterprise customers cut their telecom expenses by
leveraging network outsourcing resources.

Acquired Tamblin, a privately held software company that provides
applications and tool kits that will enhance Alcatel-Lucent’s solution
for enabling IPTV users to easily find, connect and interact with
brands and entertainment they care about.

Acquired Motive, Inc., a leading provider of service management
2008 software for broadband and mobile data services. The acquisition
extends a productive three-year relationship between Alcatel-Lucent
and Motive — together the companies jointly developed and sold
remote management software solutions for automating the
deployment, configuration and support of advanced home
networking devices called residential gateways.
Ben Verwaayen becomes Alcatel-Lucent’s second

Chief Executive Officer.

http://www.alcatel-lucent.com/wps/portal/lut/p/kcxml/04 Sj9SPykssyOxPLMnMzOvMOY QjzK
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