[image: image1.jpg]Content and Applications
Across Any Access

"Advanced Business Models
and Services Solutions

P Network Transformation
(Wireline and Wireless)

Broadband, Anytime,
Anywhere, Any-form

pr—




LTE: Wireless Broadband Evolution & Wireless Business Model Revolution 

By Christian Testu, Wireless Network Division, Alcatel-Lucent

Operators and the Drive for Growth in wireless

In mature telecom markets such as North America and Western Europe, incumbent wireless service providers are running into a number of barriers – both new and traditional – in their quest to increase revenue and improve margins.

First, in their core business, they are facing difficult challenges such as declining voice revenue and diminishing subscriber loyalty, caused by fierce competition coupled with pressure from regulators and new challengers (MVNOs, VoIP service providers). In parallel, the emerging business of mobile multimedia content and service delivery - fueled by the success of Web 2.0 services over broadband - is being aggressively pursued by handset suppliers and web players, who seem poised to capture a substantial portion of the value created by this new service paradigm.  Indeed, we have witnessed a number of strategic moves by some leading “network-less” players to grab the lion’s share in the new mobile value chain and push incumbent network operators aside as commoditized bandwidth providers. At the same time, mobile penetration is high and there are limited opportunities linked to under-served market niches (elderly people, desk-bound corporate users and children).

At telecom industry events like NXTcomm, operator executives are looking for and assessing new technologies and solutions to secure the growth of their wireless businesses and overcome these challenges. In the meantime, their companies have invested in 3G spectrum, infrastructure and subsidized handsets, and naturally expect a return on their investment. This continuous battle to find and monetize highly popular and highly profitable applications over 3G networks leads some operators to conclude that Long Term Evolution (LTE) -- the next step defined by the Third-Generation Partnership Project (3GPP) for 2G/3G (CDMA 1x/EV-DO, GSM/WCDMA) evolution path -- is the solution.  After all, LTE will provide better performance and lower cost per megabit, encouraging greater broadband usage and increased profit opportunities through the introduction of rich multimedia services.  Other operators -- feeling burned by the high-cost and relatively low return of their 3G investments so far-- view LTE with suspicion and rather focus on creating profitable partnerships and business models within a new wireless value chain.  Perhaps the path to profitable wireless broadband lies somewhere between these two positions. 

LTE: Unleashing Wireless Broadband 

LTE is based on an end-to-end, flat-IP architecture and next-generation radio frequency technologies such as orthogonal frequency division multiplexing (OFDM) and multiple input/multiple output (MIMO), which together can help unleashing the high-bandwidth potential of radio spectrum offered in wide segments, specifically those from 10 to 20 megahertz (MHz). As such, LTE can offer unprecedented performance in terms of per-user and overall network bandwidth, support for real-time services which require very low latency and unrivalled cost efficiency in terms of cost per megabit of data. In summary, LTE is ideally suited to delivering high-bandwidth, rich multimedia applications to the mass market. 

But, will the performance and cost-efficiency benefits of LTE be enough -- on their own -- to bring about a wireless broadband revolution and by extension a financial boon for operators? Perhaps not.  Why?  First, because the growth of ARPU (Average Revenue Per user) is increasingly challenging and the subscriber wallet for wireless communications and services is finite.  As importantly, end-users have already become accustomed to the high bitrates, flat-fee tariffs and free services and content (particularly user-generated content) that they enjoy on DSL, cable or fiber-based networks, and they almost certainly have the same expectations for wireless broadband. Second, the widespread use of IP in next-generation wireless networks offers great operational benefits for network operators, but can also lower the barriers to market entry for “over-the-top” players – such as Internet video providers -- that will, as a consequence, capture a growing portion of end-user spending. Finally, cost containment will remain challenging, even with LTE. Cost per megabit will indeed fall dramatically, but at the same time next-generation wireless users are likely to consume substantially greater volumes of data (for video-centric services, across more and more devices), leading to an overall -but finite- decline in the total cost of ownership of the network.
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LTE: A Key Enabler of New Business Models 

What is most critical for wireless operators is that LTE can and should enable the innovators among them to revolutionize their business models, potentially delivering unforeseen levels of revenue and profit growth. Leveraging technology best-practices (e.g end-to-end IP broadband architecture, QoS for multi-service delivery incl. IPTV) developed few years ago by the broadband wireline industry, LTE offers wireless operators new opportunities to master today -- rather than suffer from -- a new wireless value chain encompassing over-the-top partners (i.e web giants, device giants) and content providers. By providing unprecedented capabilities to monitor traffic and usage (with deep packet inspection, session management) and monetize broadband wireless connectivity, quality of service (QoS) and subscriber profile and location data, wireless operators can safely open their LTE networks to third-party devices and content, thereby boosting on-portal/off-portal usage and making their services more attractive to end-users.  It will also enable them to generate revenue from different kinds of transactions (beyond voice calls and megabits) between subscribers and content providers, advertisers and other commercial entities. These factors have the potential to positively impact operator income statements by reducing churn, increasing revenues from subscribers and creating new “indirect” revenue streams with marginal extra cost. 

Driving this LTE Revolution

This business model shift requires expertise well beyond simple network design, into the area of competitive transformation, which encompasses the transformation of the operator’s network, service offerings and business model in fundamental ways.  This transformation must also necessarily involve the end-to-end network, including the application, core/transport and access layers, and also would necessity a rethinking of basic operator processes, partnerships and even internal structure.  

The path to a profitable wireless broadband business is therefore linked to an evolution of the 2G/3G end-to-end network with cost-effective and broadband technologies and architecture as defined in LTE standard. As important are the transformations required on the network, on the service delivery environment, and on operator process & organization, to enable new & profitable wireless business models. 















