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This Board of Directors’ Report is based on Ericsson’s 

consolidated financial statements, prepared in accordance with 

IFRS. The application of reasonable but subjective judgments, 

estimates and assumptions to accounting policies and 

procedures affects the reported amounts of assets and liabilities 

and contingent assets and liabilities at the balance sheet date as 

well as the reported amounts of revenues and expenses during 

the reporting period. These amounts could differ materially under 

different judgments, assumptions and estimates. Please see 

Note C2 – “Critical Accounting Estimates and Judgments” (p. 47). 

Also non-IFRS measures are used to provide meaningful 

supplemental information to the IFRS results. Non-IFRS 

measures are meant to facilitate analysis by indicating Ericsson’s 

underlying performance, however, these measures should not be 

viewed in isolation or as substitutes to the IFRS measures. A 

reconciliation of non-IFRS measures with the IFRS results can be 

found on page 16. 

This report includes forward looking statements subject to 

risks and uncertainties. Actual developments could differ 

materially from those described or implied. Please see “Forward-

looking Statements” (p. 136) and “Risk Factors” (p. 114).

The external auditors review the quarterly interim reports, 

perform audits of the annual report and report their findings to 

the Board and its Audit Committee.

The terms “Ericsson”, “the Group”, “the Company”, and similar 

all refer to Telefonaktiebolaget LM Ericsson and its subsidiaries. 

Unless otherwise noted, numbers in parentheses refer to the 

previous year (i.e. 2007).

Board of Directors’ Report

Strong performance in 
strategically important areas.
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Summary

Increased sales by 11 (4) percent despite 
financial turmoil

•	Operating margin was 11.4 (16.3) percent excluding 

restructuring charges and 7.8 (16.3) percent including 

restructuring charges.

•	Net income attributable to shareholders of the Parent 

Company was SEK 11.3 (21.8) billion, and earnings per share 

(diluted) were SEK 3.52 (6.84).

•	Cash flow from operating activities was SEK 24.0 (19.2) billion. 

Cash flow before financing activities was SEK 15.4 (–8.3) billion 

including acquisitions/divestments (net) of SEK 0.6 (–26.2) billion 

(cash flow effect).

•	A cash conversion rate of 92 (66) percent was achieved, well 

above the target of at least 70 percent.

Strong performance in strategically  
important areas

A significant number of new or expanded agreements to supply 

network equipment and/or related services to operators globally 

were announced. The aggregate value of these agreements was 

the highest in five years.

•	Leveraged mobile systems scale advantages:  
The Company increased its mobile systems market share, 

especially in emerging markets. 

•	Strengthened position in fixed broadband access and 	
IP routing: The Company strengthened its position within the 

Networks segment with a newly formed product area 

headquartered in Silicon Valley.

•	Networks’ margins have started to improve: 	
A more favorable balance between new networks relative to 

expansions and upgrades.

•	Higher proportion of software sales: 	
Sales of software and Intellectual Property Rights (IPR) 

continues to gain importance.

•	Increased market share in Professional Services:  
New managed services contracts, in particular, contributed to 

the increased market share. 

•	Maintained top tier in mobile phones: 	
With challenging business conditions, Sony Ericsson achieved 

breakeven results for the full year, excluding restructuring 

charges. 

•	Good progress in Multimedia: 	
The Company continues to invest for a leading market position 

in networked media and IP-based applications and services. 

•	Divestments and new joint venture: 	
During the year, the PBX part of the Enterprise business was 

divested. Plans to form a joint venture for mobile platforms and 

semiconductors with STMicroelectronics were announced.

Solid financial position
Although Ericsson is well positioned and remains strong among 

its peers, there are several challenges to overcome in the near 

future. It is difficult to predict how consumer spending will 

change and the effect this may have on operator activities.  

The macro-economic development is negatively impacting  

Sony Ericsson but so far, Ericsson’s infrastructure-related 

business has hardly been affected. However, it is likely that in 

due course this business will also be affected. Cost adjustment 

plans have been decided and actions are already underway in 

preparation for such a development.

sales AND OPERATING MARGIN 2004–2008

(SEK billion) Net sales  
SEK 208.9 billion
Growth was driven by Networks 
and Professional Services sales.

Operating margin 
was 11.4 percent
excluding restructuring charges.

Net cash  
SEK 34.7 billion
The improvement is a result of 	
favorable cash flow from operations.
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THE ERICSSON STRATEGY

Vision and Strategy
Ericsson’s vision of an all-communicating world is rapidly 

becoming a reality as the convergence of telecommunications, 

Internet and media industries gains momentum.

By helping operators to develop and improve their networks to 

efficiently handle multimedia capabilities, Ericsson is creating  

a world in which any person can have affordable access to 

information, entertainment, social communities and more, 

whenever and wherever wanted. In the course of making people’s 

lives easier and more productive Ericsson is spurring socio-

economic development which brings the Company’s vision ever 

closer to reality.

Our strategy is driven by the competitive dynamics of the 

network equipment market and Ericsson’s position, the 

combination of which gives rise to three strategic imperatives:

•	Economies of scale and scope are prerequisites for 

sustainable value creation. Industry standards govern product 

design and functionality, making it difficult for equipment 

suppliers to differentiate on product capabilities alone.

•	The bargaining power of equipment suppliers depends primarily 

on their installed base. Operators not only look for the best 

products but also for long-term business partnerships that 

they can rely on to deliver end-to-end solutions for lower total 

cost of ownership, or the ability to minimize time-to-market, or 

the strength of professional services capabilities, or access to 

world-class subject matter experts. If the incumbent supplier is 

performing well, operators are reluctant to seek alternatives.

•	Primary end-to-end suppliers with well-entrenched local 

presence, backed up by global resources and a proven track 

record, have a competitive advantage.

Attainment of the strategic imperatives is essential to the success 

of Ericsson but the business model creates high fixed costs and 

The prime driver
in an all-communicating world

Make people’s lives easier and richer
Provide affordable communication for all

Enable new ways for companies to do business

Operational Excellence in everything we do

EXPAND
in 

Services

ESTABLISH
position in
Multimedia
Solutions

EXCEL
in Network

Infrastructure

requires significantly high working capital to sales. With this in 

mind along with the Company’s ambition to be the prime driver 

in an all-communicating world, operations have been divided 

into segments that create competitive advantage and best meet 

the needs of Ericsson’s global customer base.

Networks – technology leadership, a broad product portfolio and 

scale enable Ericsson to excel in meeting the coverage, capacity 

and network evolution needs of fixed and mobile operators.

Services – expertise in network design, rollout, integration, 

operation and customer support within a global structure with 

robust local capabilities enable Ericsson to better understand 

and respond to the unique challenges of each customer and 

capitalize on the trend to outsource a broader range of activities 

to network equipment suppliers.

Multimedia – innovative application platforms, service delivery 

and revenue management solutions combined with leading 

content developer and application provider relationships enable 

Ericsson to uniquely help customers create exciting new and 

differentiated multimedia services.

Phones – The complementary strength of Sony Ericsson further 

enhances Ericsson’s consumer perspective for superior end-to-

end offerings.

The synergies generated by the combined strengths of the 

segments differentiate Ericsson through a continuous focus on 

operational excellence to better leverage an economy of scale 

in technology development as well as in product and service 

delivery and customer support.

The three strategic imperatives show Ericsson’s business 

dynamics and their effects on results. With its scale advantage 

secured by being the primary supplier to more operators, the 

Company plans to balance growth with margins, focus on 

leveraging expanded primary supplier relationships and return to 

higher profitability levels.
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Business Focus 2008

Reaching more people

Ericsson helped to bring telecommunications to many consumers 

that previously could not afford service or lived outside the 

coverage area. The Company implemented alternative energy 

solutions for radio base stations in remote areas. Ericsson radio 

technology requires fewer cell sites for high-quality coverage.  

In these ways, Ericsson uses technology to reduce network 

operators’ total cost of ownership, which enables them to expand 

coverage and reach more consumers in new geographic areas.

Increasing speed and capacity
Ericsson is at the forefront of broadband technology 

development with solutions to meet the growing broadband 

traffic demand from business and residential customers. During 

the year, the Company introduced a 100 GbE (gigabit Ethernet) 

transport enhancement to existing WDM (Wavelength Division 

Multiplexing) solutions and deployed a nationwide optical WDM 

network in Germany, that enables 40 Gbps (gigabit per second) 

connections. The first commercial 21 Mbps (Megabit per second) 

mobile broadband services were launched and the Company 

demonstrated the world’s first end-to-end HSPA solution with 

speeds of up to 42 Mbps. The world’s first commercially available 

LTE-capable mobile platform was introduced, with peak data 

rates of up to 100 Mbps in the downlink and up to 50 Mbps in the 

uplink. With four times the bandwidth of existing systems, the 

world’s first 10 Gbps Gigabit Passive Optical Network (GPON) 

system for IPTV was demonstrated.

Expanding Ericsson’s role
Ericsson is to supply, build, integrate, operate and manage 

broadband communications infrastructure for Saudi Arabia’s 

high-tech flagship, King Abdullah Economic City. The sole-

supplier agreement with Emaar, developer of the smart-city 

project, breaks new ground in Saudi Arabia as Ericsson’s first 

GPON-enabled IPTV contract; the first contract where Ericsson 

provides systems integration and network rollout services for 

fiber optic solutions and fixed-network IMS. The contract  

brings together products from Ericsson’s major acquisitions – 

Entrisphere, Marconi, Redback and Tandberg Television – and 

the Company’s telecom services portfolio.

Preparing for the future
Each year, Ericsson’s ConsumerLab conducts more than 40,000 

interviews, representing opinions and behavior of over 1 billion 

people. This valuable insight on consumer trends is incorporated 

into product development, sales and marketing, and is provided 

to operators for them to better understand their customers’ 

needs. The Company also works with entrepreneurial developers 

to bring new multimedia services to the mobile environment. 

Internally, the Ericsson strategy function is working with 

scenarios for market and technology developments with a mid- 

term, i.e. five-year horizon, as well as a longer term, i.e. 10–15 

year view.

4 billion
The number of mobile 

subscriptions at year end 2008.

21 Mbps
World’s fastest commercial 3G 

service, delivered by Ericsson.

SUBSCRIPTION PENETRATION PER REGION

(Percent)

0%

20%

40%

60%

80%

100%

120%

140%

Latin
America

Eastern
Europe

Western
Europe

Asia
Pacific

Africa

Penetration 2007
Penetration 2008

Middle
East

North
America

29
% 39

%

65
% 79

%

36
% 44

%

96
% 10

7% 11
6% 12

4%

47
%

64
%

81
% 86

%

250 million
The number of subscribers in 

Ericsson-managed networks 

worldwide.

















Anders
Anteckning
Marked angett av Anders



























Anders
Anteckning
Marked angett av Anders

Anders
Anteckning
Marked angett av Anders








