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A new Tellabs study predicts when mobile operators will see 
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As we work with service providers around the world, we hear 
recurring themes. One, everyone faces more competition. 
Two, profit margins are under pressure. Three, customers 
need to improve profitability by differentiating the services 
they deliver. 

This issue of Insight shows how Tellabs customers achieve 
differentiation with fresh new approaches to their networks, 
services and businesses. 

Smart networks can transform mobile operators’ business. 
A new Tellabs study shows that adding more “dumb pipes” 
could result in the end of profits for mobile carriers in the 
next 2 to 4 years. Although adding more network capacity 
is necessary as users consume more bandwidth, by itself, 
it’s not sufficient to assure future profitability. The key to 
profitability is adding network intelligence and delivering 
smart mobile Internet services (pages 14-15).

Now, see exactly what’s flowing through your mobile 
networks. Content analysis and analytics provide visibility 
into traffic flows and user behaviors, so you can better 
manage traffic and networks. Analytics hold the power to 
transform your business model – by adding new revenue 
streams from applications providers and advertisers to user 
revenue (pages 6-7).

When you need to see what’s going on deep inside mobile 
networks, enterprise analytics offer comprehensive visibility. 
Our new Tellabs® Insight AnalyticsSM Services enable you to 
see network trends, needs and opportunities much sooner. 
We integrate content-aware technology in multiple network 
elements with historical data and back-office systems to 
deliver deep insights to you. Intelligence and analytics can 
improve the performance of your network – and your overall 
business (pages 11-12).

Avea differentiates its mobile data with premium quality 
of service (QoS). As the first operator in Turkey to migrate 
to an all-IP network core, Avea effectively doubled its RAN 
capacity with minimal impact on operating expenses. What’s 
more, Avea has boldly launched premium services, premium 
quality of service and extensive mobile data SLAs (service 
level agreements). Avea is pioneering a path to increased 
differentiation, lower expenses and improved profitability 
(pages 8-10).

AboveNet is changing the rules of the game in enterprise 
services. Using Tellabs Optical Solutions, AboveNet connects 
data centers and enables data replication in North America 
and Europe. By dedicating a fiber pair to each enterprise 
customer, AboveNet minimizes latency, strengthens security 
and ensures diverse data paths (pages 12-13).

Our customers are employing new approaches and new 
technologies to ensure differentiation and success in the 
years ahead. When you need a fresh view of your network and 
business, we’re here to help.

Tarcisio Ribeiro
Vice President – Europe, Middle East and Africa Sales

leading edge
Taking a fresh approach to improve profits

“Our customers are employing new 
approaches and new technologies to  
ensure differentiation and success in  
the years ahead.”
— Tarcisio Ribeiro, Vice President – Europe,  

Middle East and Africa Sales
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Renewable Energy Expands Mobile Services in Developing Markets
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Challenge

Reducing energy consumption might rank with all-IP networks 
as 2 of the biggest trends in telecom. A recent GSM Associa-
tion report shows just how far the industry has come.

Take Vodafone: By 2020, the carrier plans to halve its 
carbon dioxide emissions from where they were in 2006. 
Vodafone is already saving 3,500 kWh annually by using fresh 
air instead of air conditioning to cool 40% of its base stations, 
the GSMA report said.

Vodafone’s initiatives are noteworthy for another reason: It 
has operations in several developing markets, where electrical 
infrastructure often is unreliable or unavailable.

“Energy costs can be as high as 40% to 50% of an 
operator’s total OpEx in regions where grid/reliable grid power 
is unavailable,” the GSMA report said. “By 2012, there will be 
640,000 off-grid diesel base stations with a total diesel bill 
of $14.6 billion. Renewable energy and energy-efficient base 
stations reduces OpEx, improving profitability but also allowing 
operators to expand into more remote, lower ARPU areas.”

That’s good news for consumers and businesses in South 
Asia, which has the world’s largest off-grid population. China 
Mobile has the largest renewable energy deployment of 
any operator in the world. For example, in the mountainous 
Qinghai-Xizang Plateau region, 80% of China Mobile’s base 
stations use solar power. 

In India, Bharti-Infratel has spent the past year quadrupling 
the number of cell sites powered by renewable energy to 
2,000. That initiative will save $16 million annually and reduce 
carbon dioxide emissions 58,170 tons annually, according to 
the GSMA report. 

“The number of connections in Asia is expected to increase 
by over a billion by 2014,” the GSMA report said. “To support 
this market expansion, hundreds of thousands of additional 
base stations will be deployed, and most of these will be in 
rural regions with poor grid electricity. The GSMA expects 
renewable energy, and in particular solar power, to become the 
default choice to power Asian off-grid networks by 2012.” 
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LTE SUMMIT INDIA
April 14-15, Mumbai,  
India

LTE WORLD SUMMIT
May 17-18, Amsterdam, 
Netherlands

4G WIRELESS ASIA
May 17-19, Hangzhou,  
China

Getting more out of your optical network
High-capacity OTN switching available 
now on the Tellabs® 7100 system 

Service providers face a tough 
balancing act. Network traffic is growing 
exponentially, driven by high-speed 
Internet, high-definition video and 
business services. One answer is to add 
more bandwidth. But service providers 
also are under pressure to reduce costs 
to maintain profitability. A better option 
is to use the current network capacity to 
enhance service offerings. Standardized 
Optical Transport Network (OTN) 
switching meets these network needs.

Available now on the Tellabs® 7100 Optical Transport System, OTN switching 
enables service providers to aggregate and encapsulate a variety of traffic, including 
native Ethernet and SONET/SDH. The Tellabs 7100 system also enables them to 

transport it as an aggregated traffic bundle 
across backbone networks. 

 The low-latency solution also enhances 
business and enterprise services. Because 
the OTN switching is service transparent, 
multiple customers’ traffic can ride on 
the same wavelength and reach their 
destinations quickly, securely and reliably.  

“With dynamic optical networking, 
packet switching and OTN technology on one platform, service providers can rely 
on unparalleled flexibility and resiliency in their optical networks,” said Dan Kelly, 
executive vice president, Tellabs global products. “With OTN on the Tellabs 7100 
system, service providers can scale as their networks grow and cost-efficiently 
aggregate all services to create a truly converged transport network.” 

Investment protection for the future
The Tellabs OTN solution also positions service providers well for the future. For 
example, OTN capabilities can be rolled out as needed. The solution also has 
capacity to support continuous bandwidth growth with the capability to scale to 
100 Gbps per optical wavelength and switching rates of more than 1 Tbps. 

Flexible deployment for all 
OTN switching makes sense for all types of service providers that face growing 
network traffic: mobile, wireline, cable operators and government agencies. The 
Tellabs 7100 system’s flexibility and scalability of the Tellabs OTN solution can 
reduce costs and improve transport network efficiency, no matter what type of 
services are offered. 

YOUTH DRIVE 
VIETNAMESE MOBILE 
DATA MARKET 

Add Vietnam to the long list of 
countries where teenagers and 
young adults use more mobile data 
than any other demographic. Half 
of all Vietnamese ages 15-24 use 
mobile data, says a recent Nielsen 
Company study. That group regu-
larly accesses the mobile Internet 
at triple the rate of all Vietnamese 
mobile users. 

Vietnam Mobile Telecom 
Services Company (VMS), which 
sells service under the MobiFone 
brand, is revamping its transport 
network to meet that demand. At a 
Tellabs workshop, VMS learned that 
many Tier 1 mobile operators use 
MPLS to support 2G and 3G back-
haul. VMS subsequently deployed 
the Tellabs® 8600 Managed Edge 
System as part of its 3G upgrade.

“Instead of using TDM and 
separate Ethernet circuits, we can 
aggregate all that traffic onto one 
transmission link,” Nguyen Dang 
Nguyen, VMS vice president of 
network planning and management, 
told Insight in late 2010. Nguyen 
estimates that using the Tellabs 
8600 system has reduced its back-
haul lease costs by at least 30%. 

For more insights into the 
carrier’s transport strategy, visit 
www.tellabs.com/insight and check 
out “For VMS MobiFone, MPLS is 
Key” in the 1Q 2011 issue.

VISIT TELLABS AT THESE 
UPCOMING EVENTS

100 Gbps per optical wavelength 
scalability and switching rates over 1Tbps 
support future bandwidth growth.

Tellabs’ OTN offering 
improves traffic delivery 
by reducing the service 
provider’s overall cost 
per bit of transport by as 
much as 80%. 
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Many operators worldwide could see their profits completely 
evaporate sometime before mid-2015, if not sooner, 
according to a new Tellabs study based on independent 
analyst data. To avoid that fate, operators must create 
new revenue streams, which will require more than just 
selling bandwidth.

 “Mobile operators can spend themselves into a hole well 
before users run out of hunger for capacity,” said Rob Pullen, 
Tellabs president and CEO. “Our study shows that simply 
adding capacity or ‘dumb pipes’ is an unsustainable business.”  

A smarter alternative is to add intelligence and analytics so 
that networks can gather information about their traffic and 
then act on what they find.

“The combination of analytics and intelligence 
produces insights that improve performance and 
generates new revenue streams,” Pullen said. 
“The result is a more profitable business, which is 
critical to operators’ survival.”

What’s Inside Counts
Mobile networks must be smart enough to 
optimize traffic flows and help operators 
reduce CapEx and OpEx. However, networks 
also need to be smart enough to support a 
new breed of services: ones so highly tailored 

to each user’s needs and wants that they can create new 
revenue opportunities. 

The source of all this intelligence is “content 
awareness,” where a network device – such as the Tellabs 
SmartCore® 9100 Series – works with Tellabs® Insight 
AnalyticsSM Services to scrutinize Layers 4 through 7 of 
every packet, all in real time. The Tellabs SmartCore 9100 
series can scale up to support millions of dynamically 
created service flows in a single system. Each flow includes 
full QoS classification and policing capabilities. 

Tellabs Insight Analytics Services, meanwhile, proactively 
pulls intelligence from multiple vendors’ network elements 
and back-office systems. The combined solution includes 

Financial Security
What’s a sign that a mobile operator 
is serious about ensuring profitability? 
It’s doing content analysis.
By M.J. Richter

For more insight into the end of profit-

ability, check out the news release at: 

www.tellabs.com/news/2011

As mobile data use skyrockets, particularly among younger demographics, operators need 
new options for monetizing that traffic. The Tellabs SmartCore® 9100 Series, combined 
with Tellabs® Insight AnalyticsSM Services, meets that need by providing powerful new 
tools for analyzing every packet and then applying policy decisions, all in real time.
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experts who analyze that data to produce reports customized 
for different users within the operator’s organization. For 
example, the marketing team might choose reports about the 
popularity of certain smartphone applications. 

The combination of the Tellabs SmartCore 9100 series 
and Tellabs Insight Analytics Services gives operators a clear, 
actionable picture of user behavior and network resource 
usage, including:

• How network usage varies by time of day
• The most popular applications
• Which users consume the most bandwidth
• The most congested 

backhaul links.
The combined system extracts 

intelligence about that content, 
including the type of application used 
and, with the user’s permission, who’s 
using it. Unlike header-only processing, 
which looks just at IP and TCP header 
information, content awareness 
analyzes each packet’s payload.

This information enables operators 
to define and implement policy-
control rules, such as different QoS 
levels for different traffic types or 
customer groups. Content awareness 
also gives operators a powerful new 
tool for blocking DoS attacks, malware 
and other hacker traffic that waste 
bandwidth and degrade the user 
experience.

In fact, operators often initially 
deploy content awareness for security 
and to comply with law-enforcement 
requirements. But once that feature is installed, they’re 
better equipped to monetize data traffic and remain 
profitable. In that sense, content awareness today is 
like E-911 Phase II a decade ago: Although U.S. mobile 
operators initially added GPS and other location functionality 
to meet FCC requirements, those deployments set the 
stage to offer a wide range of revenue-generating services. 
Current examples are turn-by-turn navigation, location-based 
advertising and mobile social networking apps.

Beyond Bandwidth Caps
Armed with new, deep insights into their traffic, operators 
can optimize network performance and create policies that 
ensure the most fair and efficient use of network assets. 
They also can identify potential revenue opportunities, 
such as premium-service delivery of popular applications. 
One possibility: Users can pay extra for advertising-free 
streaming-video services.

This flexibility is key as operators wean users off of 
flat-rate, unlimited-use data plans. These plans no longer 
make financial sense due to the skyrocketing adoption of 
smartphones, tablets and other bandwidth-intensive devices. 
But tiered plans – often 200 Mbps or 2 Gbps per month – 
aren’t a panacea.

One drawback is that many users inevitably will exceed 
their data-use limits, experience sticker shock when their bills 
arrive and possibly defect to another service provider. Another 
drawback is that operators are still serving as “dumb pipes” 
and thus are still headed for the end of profitability.

New Business Models
An intelligent network enables more effective 
alternatives in terms of revenue opportunities 
and market differentiation. These alternatives 
include the flexibility to quickly develop value-
added services that capitalize on ever-changing 
market conditions.

For example, an operator could use content 
awareness as the foundation for a two-part 
pricing model that consists of 1) a set amount 
of data for a fixed monthly fee plus 2) custom, 
user-selected services at an incremental cost. 
Another example is a family plan that enables 
parents to monitor their children’s phone traffic 
for inappropriate content, such as access to 
adult sites. 

Content awareness also gives operators more 
flexibility to shift the cost of service to third 
parties. For example, an operator could partner 
with a streaming video provider to offset the cost 
of that bandwidth-intensive service. When users 
access that service, the content provider would 

pay a fee to help cover the delivery costs. 
As a result, the operator doesn’t have to limit or block user 

access to video services or charge customers extra for using 
them. That’s a major plus in price-sensitive markets. In the 
process, this transaction-oriented, double-sided revenue model 
helps operators maintain and even increase profitability.

“Operators need critical intelligence to survive and prosper,” 
said Vikram Saksena, Tellabs executive vice president and 
chief technical officer. “That’s why we’ve introduced a new 
smart mobile backhaul solution and an improved smart mobile 
packet core platform.” 

4G: Fourth Generation

CapEx: Capital Expenses

DoS: Denial of Service

FCC: Federal Communications 
Commission

GPS: Global Positioning System

IP: Internet Protocol

OpEx: Operating Expenses

QoS: Quality of Service

TCP: Transmission 
Control Protocol

“Mobile operators can 
spend themselves 
into a hole well before 
users run out of 
hunger for capacity.” 
— Rob Pullen, Tellabs 

president and CEO
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Quality and Quantity
With Ethernet backhaul and some of the world’s most 
extensive data SLAs, Avea shakes up Turkey’s mobile market.
By Lynnette Luna
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In Turkey’s mobile phone market, speed has become the 
name of the game in terms of both network and market 
innovation. Turkey boasts one of Europe’s highest mobile 
phone usage rates. As a result, Turkey’s operators are in 
a race to offer the most advanced services. 

For Avea, Turkey’s third-largest operator, standing out from 
the pack means offering the fastest data speeds. Behind 
the scenes, success also means radically transforming its 
network architecture to all IP. That makeover gives Avea 
cost advantages and the ability to offer SLAs that are nearly 
unprecedented in the mobile industry. 

Government regulations regarding coverage and service 
rollout delayed 3G’s debut until July 2009. Since then, usage 
has mimicked the trend seen 
throughout Europe and the United 
States: Smartphones, tablets and 
dongles are quickly driving up 
network traffic. 

Turkey also has some unique 
market conditions. For example, 
although smartphones were 14% 
of global device sales in the first 
3 quarters of 2010, they were 
already 16% in Turkey, said 
research firm GfK Turkey. Also, 
half of all users are 30 or younger. 

“Young subscribers are using 
1 GB to 4 GB of data per month, 
and data services are growing at 
least 15% month to month,” said 
Coskun Sahin, chief technology 
officer at Avea, which has about 12 million subscribers. “The 
more money young users have, the more services they want.”

To meet that demand, Avea sought Tellabs to enable its 
migration to Ethernet backhaul. That upgrade lets Avea reduce 
the cost of backhauling 2G TDM traffic and 3G ATM traffic, 
and it lays the foundation for future LTE services. 

Selling SLAs
Avea and its majority owner, Türk Telecom, are finding 
lucrative opportunities in the enterprise market, too. For 
example, Avea has HSPA+, whose 42 Mbps theoretical peak 
speeds are ideal for bandwidth-intensive business services. 
As an added incentive, Avea offers SLAs, a rarity in any 
mobile market.

In the countries where they do exist, SLAs typically are 
limited to dropped data sessions and network availability. They 
rarely include guarantees for speed and quality. That mindset 

is slowly changing. Operators realize that flat-rate pricing 
plans aren’t increasing revenue enough to cover the cost of the 
additional traffic. Offering premium services with premium 
QoS is one emerging strategy for shoring up profit margins. 

“This is one of our focus areas,” Sahin said. “We are 
working to establish infrastructures with SLAs for our 
business customers. The market will see services such as 
remote office connectivity based on 3G and point-of-sale 
devices that not only use fixed-line connections but are 
backhauled by 3G, as well. 

“We are helping businesses enable more automation in 
their operations. We are creating extra value for them and 
for us.”

Bandwidth and Time Crunch
To offer SLAs to businesses and keep up with consumer 
demand, Avea knew it had to overhaul its core network. 

 “Being able to reduce our transport costs and increase 
transport functionality was a critical point for us,” said 
Mehmet Erkul, Avea transport network manager. “This is a 
very competitive market.”

Avea chose Tellabs to enable Ethernet backhaul, initially 
for 2G and 3G and eventually for LTE. The new architecture 
has 2 key benefits. Avea now is better able to keep up with 
bandwidth demands. It also has greatly reduced the cost of 
backhauling 2G TDM traffic and 3G ATM traffic. 

Avea is the first Turkish mobile operator to migrate to an 
all-IP network core. This upgrade enables Avea to effectively 
double its RAN capacity with minimal OpEx impact.

According to Mehmet Erkul, Avea transport network 
manager, the operator is cost-effectively delivering average 
per-user speeds of 5 Mbps in the downlink and 2 Mbps 
in the uplink. That amount of bandwidth would nearly 
bankrupt an operator using E1s/T1s. Just 1 or 2 E1s are 

“Young subscribers 
are using 1 GB to 
4 GB of data per 
month, and data 
services are growing 
at least 15% month 
to month. The more 
money young users 
have, the more 
services they want.”
— Coskun Sahin,  

Avea CTO
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required to backhaul voice traffic. Add 
broadband traffic, and the requirement 
skyrockets to a dozen or more E1s. At 
hundreds of dollars per line per month, 
that scenario makes little economic 
sense, said Hakan Kural, Tellabs’ 
country manager in Turkey. 

 Avea is using the Tellabs® 8600 
Managed Edge System, which uses 
Pseudowire over MPLS as a cost-
effective alternative to adding E1s. The 
tight time frame made deploying the 
Tellabs 8600 system more challenging. 
Avea contracted with its RAN vendors and Tellabs in April 
2009, with the 3G network’s commercial launch scheduled 
for just 4 months later. 

“We had 20 teams in the field to install products, along 
with a host of professional services experts,” Kural said. 
“By the time we got all of the equipment to the sites, we 
had 2 months to get our products provisioned and make the 
network live.”

All IP, Then LTE
Avea plans to use the Tellabs 8600 system as a key transition 
piece to an all-IP RAN. In the process, Avea will become one 
of the few network operators to go all IP—both in the core and 
the RAN—before it deploys LTE.

 “We’ll be at an advantage to our competition,” Erkul said 
of the move. “By moving IP to the radio, we will be able to 
deliver a better level of service, have tighter management of 
the network and achieve better unit costs when it comes to 
volume. Tellabs will play a very important role in that challenge 
because of its ability to handle multiple protocols. Each and 
every step we will have to add new protocols.”

LTE is typically the driver for an all-IP 
network because the wireless standard 
requires it, said Phil Marshall, head of 
Tolaga Research. However, 3G operators 
can accelerate their migration strategies to 
achieve efficiencies now.

“Collapsing network architecture is just 
more efficient,” Marshall said. “You can 
converge services quite efficiently. If it’s 
possible for a service provider to accelerate 
its migration to all-IP by overcoming 
the challenges of dealing with legacy 
infrastructure, it does make sense.”

One wild card: Turkish regulators haven’t 
announced when LTE can launch. Moving to 
an all-IP network now means Avea can seize 
that opportunity as soon as regulators give 
LTE the green light, Sahin said. 

700% Traffic Growth
Analysts estimate that each LTE base station 
must be able to handle bandwidth in the 
range of 100 Mbps to 300 Mbps. As demand 
skyrockets, that could reach 1 Gbps or more, 
yet Avea’s OpEx won’t greatly increase.

A recent Informa Telecoms & Media report 
found that smartphone users are generating 
two-thirds of cellular traffic worldwide. That’s 
despite the fact that just 13% of subscribers 
have a smartphone. Informa estimates that 
ATPU currently averages about 85 MB per 

month and will increase 700% during the next 5 years.
For operators, that growth is both a problem and an 

opportunity. A recent Tellabs study predicts that many 
operators worldwide could run out of profitability within 3 
years if they don’t change their transport layers. (For more 
highlights from that study, see “The End of Profitability” on 
page 14).

Sahin said Avea is undertaking a unique and radical 
approach to its overall network architecture. “It’s difficult 
being a pioneer, but we believe we’ll be at an advantage to 
our competition by using technology properly. The technology 
management piece will be the most important element.” 

2G: Second Generation

3G: Third Generation

ATM: Asynchronous 
Transfer Mode

ATPU: Average Traffic per User 

HSPA: High-Speed 
Packet Access

IP: Internet Protocol

LTE: Long-Term Evolution

MPLS: Multiprotocol 
Label Switching

OpEx: Operating Expenses

RAN: Radio Access Network

QoS: Quality of Service

SLA: Service-Level Agreement

TDM: Time Division Multiplexing

“Being able to reduce 
our transport costs 

and increase transport 
functionality was 

a critical point for 
us. This is a very 

competitive market.”
— Mehmet Erkul,  

Avea transport  
network manager

Avea engineers and a host of professional services experts turned up the network in 
only 2 months. Shown left to right: Mehmet Sağıroğlu, Cihan Kumru, İsmail Odabaşı.
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EMS: Element Management System 

When it comes to collecting and managing information to 
run their networks efficiently, operators were basically out 
of luck. The few tools they had offered limited capabilities 
at best. The spreadsheet approach, for example, is often 
rife with errors, doesn’t allow for data storage or queries and 
isn’t repeatable across the operator’s entire organization.

Responding to operators’ growing need for “actionable 
intelligence,” Tellabs recently launched Tellabs® Insight 
AnalyticsSM Services. The solution features 3 major 
components: Customer Experience Management, Network 
Analytics and Marketing Analytics.

Tellabs Insight Analytics Services proactively pulls 
intelligence from multiple vendors’ network elements and 
back-office systems. Experts then analyze the data to produce 
reports customized for different users within the operator’s 
organization. For example, the engineering team might receive 
reports about capacity trends. Meanwhile, marketing might 
choose reports about the popularity of certain smartphone 
applications. 

“Tellabs Insight Analytics Services provides enterprise 
analytics, which provides actionable intelligence for the 
service provider.  This is different from the integrated real-
time analytics that content-aware technology, for example, 
performs within a single network element,” said Scott Forbes, 

Tellabs director of 
professional services. 
“Real-time integrated 
analytics are useful 
for predefined cases 
but to deal with the large number of undefined scenarios, 
an enterprise analytics solution gives you the flexibility to 
investigate, understand and take action based on what is 
happening in your network.” 

Integrated real-time analytics typically is a feature pack 
that lets the operator’s engineering team enforce policies. 
By comparison, enterprise analytics enables operators to 
apply models to historical data and then assign probabilities 
to those models. “That helps operators predict what they’re 
likely to experience in a given situation, such as churn 
levels,” Forbes said. 

Until now, the myriad network data sources typically didn’t 
exist in a single analytics platform. And even when they did, 
the algorithms necessary to correlate these disparate data sets 
from different parts of the network and different vendors still 
had to be custom-written. 

“That’s part of Tellabs Insight Analytics Services,” Forbes 
said. “We write the algorithms, feed the data into our platform 
and then apply the algorithms. The results are unique views 
presented in reports that incorporate historical views and 
trend analyses.”

Competing services merely take a reporting capability and 
render it from the EMS. The drawback to that approach: The 
EMS is designed only to provision, monitor and manage the 
network, not to pull in multiple data sets. 

“The EMS also doesn’t have the analytics capability or 
the scalability required to deal with the data, store it for long 
periods of time and then mine it,” Forbes said. “This approach 
basically shovels data to the operator, instead of providing 
actionable insights about that data.

“So if you really want to get a lot of insight as to what’s 
going on with your network – including what’s going on with 
your users and how you’re going to benefit from that at a 
value-proposition level – you need an analytics platform.” 

No More Flying Blind

Marketing, customer experience 
and network data combine  
in one analytic solution to  
greatly improve business 
performance.

Tellabs’ new Insight Analytics Services helps 
mobile operators identify revenue opportunities.

By analyzing network traffic, mobile 
operators get deeper insights 
into user trends. That analysis 
enables new service offerings 
to drive additional revenue.

By M.J. Richter

Layers 1-7
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AboveNet has built a business around providing large 
enterprises in Europe and the U.S. with customized, private 
DWDM solutions. The fiber-rich company builds dedicated 
networks for each customer, offering each enterprise its own 
fiber pair, as well as dedicated transmission equipment.

“We’re focused on the optical space,” said Angelo Germani, 
vice president of sales engineering for the White Plains, 
N.Y.-based operator. “We’re talking 100 Mbps bandwidth or 
higher. Our core service is using DWDM to provision customers 
with a custom network to meet any need, from storage area 
networking to local loop bypass to IP telephony.”

AboveNet recently added the Tellabs® 
7100 Nano™ Optical Transport System 
to its portfolio because its design is well-
suited to its business model. The Tellabs 
7100 Nano system provides a flexible, 
multiservice system with ROADM 
capability in a small chassis.

“AboveNet’s customers include 
many large, global enterprises with sophisticated, mission-
critical communications requirements,” said Mary Beth Nance, 
executive director of business development for AboveNet.

“Our customers look for high bandwidth, low latency and 
diverse paths,” Nance said. “We purpose-build out backbone 
in and among key data centers on diverse cable routes. We 
believe data centers such as those operated by Equinix, Savvis, 
Telx and Internap are the next-generation COs.”

Staying in Control
Most AboveNet customers are doing data replication 
in and among these data centers. So they’re looking 
for a private fiber solution on diverse paths to provide 
connectivity to those centers and in between them. 

Because AboveNet has its own fiber, it bypasses 
traditional telco COs and tandem switches. This design 
minimizes latency and security risks, and it helps 
avoid the kinds of equipment problems that come with 
CLEC- or ILEC-provided connectivity. 

“They would be more exposed to maintenance 
activities that have nothing to do with their service 
but could knock them out or affect their service,” 
Germani said.

A Fiber Pair for Every Customer
When AboveNet initially constructs a fiber route, 

it generally installs 864-count fiber so it has enough 
infrastructure to dedicate a fiber pair to each customer. This 
design gives the customer a high level of control over its 
network and provides the flexibility needed to meet increased 
bandwidth demands. 

Customers can easily scale their service from 100 Mbps to 
1 Gbps and higher because fiber and DWDM are upgradeable 
virtually infinitely.  That scalability also positions AboveNet to 
capitalize on the market for speeds that seemed like overkill 
just a few years ago – customer demands that the Tellabs 7100 
Nano system can easily support.

 “We’re starting to see many customers that didn’t need 
even 100 Mbps 2 to 5 years ago but who now are talking about 
a gigabit and beyond,” Germani said. 

According to Vertical Systems Group, slightly less than 30% 
of U.S.-based businesses have fiber connectivity. Europe and 
other parts of the world have a mixture of markets with lower 
and higher fiber connectivity levels than in the United States.

“AboveNet’s offerings should appeal to fiber-connected 
businesses that seek scale, low latency and reliability,” said 
Rosemary Cochran, Vertical Systems Group principal. “There 
is certainly a need for that type of offering.”

The Tellabs 7100 Nano system meets those low-latency 
requirements by using new dispersion-compensation 
solutions to shorten the fiber path, as well as ultra-low-latency 
amplification for accelerating data transit. 

Dedicated to Private Networks
AboveNet adds the Tellabs® 7100 Nano™ System to deliver 
dedicated wavelength services to enterprises.
By Joan Engebretson
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“The result is a network solution that can deliver 1G, 10G 
and 40G transparent wavelength services quickly, securely 
and reliably,” said Bert Buescher, Tellabs director of product 
management at Tellabs.

ROADM is the Future
In keeping with its model of offering customers a high level of 
control over their network infrastructure, AboveNet typically 
installs a dedicated DWDM chassis for each customer. The 
operator offers 3 different DWDM options, any of which the 
Tellabs 7100 Nano system can support. 

 AboveNet’s Basic Wave service is a single-wavelength, 
3-node network that customers can purchase on a protected 

or unprotected basis. The Enhanced Wave service provides 
additional wavelengths. 

Customers also can purchase more highly customized 
offerings that include 3 or more nodes. These offerings “can 
be very complicated and complex, full of ROADMs and using 
multiple channels,” Germani said.

“ROADM capability has to be part of whatever we do,” 
Germani said. “It’s the wave of the future in terms of feature 
set. The use of ROADMs enables a seamless, any-to-any 
connection of DWDM services between any number of nodes.”

“As recently as 3 years ago, it would have been too 
expensive to use a ROADM for a 2- or 3-node enterprise 
solution,” Germani said. “But now customers are looking at it 
almost routinely.”

ROADM support, as well as the ability to scale to 40 Gbps, 
are critical requirements for any DWDM system that AboveNet 
installs. Because each customer gets a dedicated chassis, the 
compact Tellabs 7100 Nano system is a natural fit. 

“It’s fully functional in a small footprint chassis,” 
Germani said. “That’s a good feature, especially for smaller 
enterprise customers.”

AboveNet also liked the Tellabs 7100 Nano system’s 
ability to support a wide range of services on a single card. 

“They can do Ethernet, SONET or storage networking,” 
Germani said. “[The Tellabs 7100 Nano system] gives 
customers options. It’s a simple, straightforward and 
elegant solution.”

Team Effort
Another reason why AboveNet selected Tellabs 
is that the company was willing to provide 
marketing dollars to help support sales. 
AboveNet also has teamed with Tellabs to enlist 
a third-party marketing firm to generate leads. 

“We’re starting in 4 cities and will eventually expand into 
the remaining AboveNet markets,” Nance said.

“The Tellabs 7100 Nano system is a great addition to 
AboveNet’s portfolio of offerings,” Nance said. 

“We have been impressed with Tellabs’ responsiveness 
and technology, and we look forward to working with them 
collaboratively to bring joint solutions to the market.” 

CLEC: Competitive Local 
Exchange Carrier

CO: Central Office 

DWDM: Dense Wavelength 
Division Multiplexing

ILEC: Incumbent Local 
Exchange Carrier

IP: Internet Protocol

ROADM: Remote Optical 
Add/Drop Multiplexer

SONET: Synchronous 
Optical Networking

“We’re starting to see many customers that didn’t 
need even 100 Mbps 2 to 5 years ago but who now 
are talking about a gigabit and beyond.”
— Angelo Germani, AboveNet vice president of sales engineering
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If you’re a North American mobile 
operator, that’s how soon your network 
could stop being profitable. For Asian 
carriers, the outlook is brighter, but just 
barely – 2.25 years – while Western 

Europeans have about 2.75 years of profitability left. 
So predicts a new study from Tellabs. It isn’t the only study 

warning operators that their network operating costs are on 
track to surpass revenues. But it is the first to calculate the 
time frame for when profitability may end.

“Everyone has been talking about this for the past 5 years, 
yet nobody would put a date on it. We put a date on it,” said 
Sonny Waheed, Tellabs senior manager of communications for 
EMEA and Asia-Pacific. “While not precise as to the month or 
even quarter, it is accurate to an investment cycle.”

Race to the Bottom
Between November 2010 and January 2011, Tellabs analyzed 
revenue and cost trends for carriers in Western Europe, North 
America and the APAC markets of Australia, Hong Kong, 
Japan, New Zealand, Singapore, South Korea and Taiwan. 
The company created a model that uses forecast data from 
Analysys Mason, an independent research firm. The model 
also uses accepted industry costs, trends and strategies to 
help estimate the point when costs start to exceed revenues. 

The model uses revenue-per-gigabyte and total-data-traffic 
figures and assumes that the majority of traffic will be going 
over 3G infrastructure. Tellabs also used CapEx, OpEx and 
accepted principles for network design that it gathered from 
years of working with Tier 1 carriers worldwide. 

If carriers keep their current business models and network 
designs, the worst-case scenario predicts:

• North American operators could stop being profitable 
sometime between Q1 2013 and Q4 2013. 

• Carriers in developed APAC markets could lose profitabil-
ity sometime between Q3 2013 and Q3 2014. 

• Profitability for Western European operators could end 
sometime between Q1 2014 and Q1 2015. 

“The day of reckoning varies significantly by region, but 
for most operators, one thing is clear: The end of operational 
profitability is a matter of when rather than if,” said Rob 
Pullen, Tellabs president and CEO.

Data Revenue to Fall More than 80%
Several factors are responsible for the geographic differences:

• North American carriers typically lease backhaul 
facilities, which means their OpEx rises in lockstep 
with mobile data use. Granted, many North American 
carriers have spent the past few years deploying more 
cost-effective network technologies. Yet they still don’t 
own all of their backhaul and thus have limited control 
over OpEx.

• For operators in developed APAC countries, revenue is 
trending sharply downward due to fierce competition and 
highly price-sensitive demographics. Between 2010 and 
2015, APAC operators can expect an 88.2% decline in 
revenue per gigabyte.   

• Western Europe carriers have lower network access costs 
and a more gradual revenue decline: 80.1%.

• Among the three regions, APAC has the highest 
data growth.

One problem knows no borders: the dumb-pipe 
syndrome, where carriers sell bandwidth rather than value. 
In fact, carriers increasingly don’t even sell bandwidth. 
Instead, they routinely give it away to third parties. Those 
companies make money by selling services to the carrier’s 
customers, or access to those customers — mobile 
advertising, for example — or both.

The End of 
Profitability 
For most mobile operators,  
the best-case scenario has  
costs surpassing revenues  
within the next 3 years.  
Here’s why – and how to  
avoid becoming a statistic.
By Tim Kridel  

90 
WEEKS.
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“This study is a wake-up call for carriers,” Waheed said. 
“Operators can spend themselves into the red trying to add 
capacity to keep up with demand. That’s ultimately a losing 
battle because they’re fighting on the wrong front.

“Increasing tariffs and implementing bandwidth caps 
also are futile because they encourage customers to spend 
less, or to churn, or both – the last things that carriers can 
afford. In fact, those strategies can actually speed up the 
end of profitability.”

“A Packet is a Packet”
If there’s a bright spot in all of these gloomy predictions, it’s 
that carriers still control their fate. In a sense, the Tellabs 
study is like a doctor warning that you’ll live longer if you 
make healthier lifestyle choices. 

That’s one of the study’s key findings: Carriers that start 
kicking their bad habits now can remain profitable over the 
long term and potentially increase their margins, too. The top 
priority is to stop playing dumb pipe.

“Our study shows that 
bigger dumb pipes won’t 
reverse the slide toward 
unprofitability,” Pullen said. 
“The most effective solution is 
for carriers to add intelligence 
to their networks so they’re 
better able to offer value to 
their customers and their 
business partners.”

The new intelligence 
centers on platforms capable of analyzing each packet of 
traffic. That information helps identify opportunities to 
monetize that traffic beyond whatever the user pays each 
month for access. (For more details about that strategy, 
including how it’s implemented in the network, see 
“Financial Security” on page 6.)

“Today, a packet is a packet,” Waheed said. “The 
packets in a teenager’s Facebook upload are treated 
the same as the ones in my e-mail to a major customer. 
Network intelligence changes that dynamic. Now carriers 
can treat each packet differently based on policies 
designed to maximize data revenue. 

“That could include charging a premium for users who 
want unlimited mobile gaming, or for businesses that want 
constant mobile access to their corporate cloud. This level of 
flexibility and actionable intelligence is crucial for avoiding 
the end of profitability.” 

3G: Third Generation

APAC: Asia-Pacific

EMEA: Europe, Middle 
East and Africa

CapEx: Capital Expenses

OpEx: Operating Expenses

Region “High” 
(earlier) Median “Low” (later)

North America Q1 2013 Q4 2013 Q2 2014

Developed Asia Pacific Q3 2013 Q3 2014 Q1 2015

Western Europe Q1 2014 Q1 2015 Q2 2015

Mobile Carrier End of Profit

NORTH AMERICA

DEVELOPED ASIA PACIFIC

WESTERN EUROPE
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“Our study shows 
that bigger dumb 
pipes won’t reverse 
the slide toward 
unprofitability.”
— Rob Pullen, Tellabs 

president and CEO

Source: Tellabs 
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Ready for mobile 
payments?

Your customers are.
How can you support mobile payments without breaking the bank? 

Learn how to deliver mobile wallet services profitably.

Free white paper at www.tellabs.com/smart

http://www.tellabs.com/smart/



