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Editorial   

Analysis   
Deutsche Telekom is to play in another large scale 
consolidation. This time the US arm of its mobile 
operation T-Mobile is the subject of an acquisition bid 
from US market leader AT&T. If successful the deal will 
give AT&T 43 per cent of the US mobile market and 
more than 130 million customers so it’s no surprise 
that it has already drawn some objections. Meanwhile 
industry relations between China and the West are 
getting a touch fraught, making life difficult for the likes 
of Huawei. In an extraordinary open letter, one senior 
Huawei executive challenged the firm’s detractors to 
back up the accusations that the firm represents a 
security threat. But the protectionism isn’t all one way. 

MCI InTErVIEW

Blyk and Aircel 
Indian carrier Aircel teamed with youth media firm 
Blyk to launch a content and advertising service in 
november 2010. It represented the first deployment 
for Blyk outside of Europe, the firm having switched 
its model from ad-funded virtual operator to carrier 
partner in a bid to improve its fortunes. Blyk co-
founder Antti Öhrling and Aircel COO Gurdeep Singh 
speak to Mike Hibberd about the drivers behind this 
latest partnership, and the firms’ plans for the future.

ExECUTIVE InTErVIEW 

RGB Networks
Video processing specialist rGB networks 
announced its presence in the mobile market 
during 2010, with the purchase of mobile IP video 
specialist ripCode. CEO Jef Graham speak to MCI 
about the future of the three-screen video sector 
and the increasing importance of mobile.

FEATUrES

Technology: Backhaul 
Global internet traffic will grow by a volume of 
almost 50 per cent each year between now and 
2015, according to Informa Telecoms & Media. This 
appetite for consumption will be whetted by online 
storage, peer to peer traffic and video consumption 
in the mobile space. The trick now is keeping the data 
deluge away from the core. 

Mobile financial services
Big hitters like Apple, Google, Visa, the major carriers 
and vendors, financial institutions and the device 
manufacturers are making no bones about the fact 
that they see pay dirt in m-payments, m-commerce 
and mobile financial services in general. 

THE InFOrMEr 

It’s all about LTE as UK regulator Ofcom finally gets 
round to sharing its plans for 4G spectrum licensing. 
Over in the states, meanwhile, rural carriers have 
banded together to create scale and Lightsquared has 
announced some customers. 
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MVNO Industry Summit  
10–11 May 2011
Novotel City, Barcelona
www.mvnoindustrysummit.com

Global Messaging and VAS
22-23 June
London
www.globalmessagingcongress.com 
 

VAS Africa
5-6 July
Johannesburg, South Africa
www.comworldseries.com/vasafrica 

Broadband World Forum 2011
27 – 29th September
Paris, France
www.broadbandworldforum.com/

Now in its 7th year, the LTE World 
Summit 2011 looks set to build 
upon 2010’s hugely successful 
show. All of the major LTE players 
will once again be in attendance, 
including all major operators, 
vendors, industry associations, 
press and more.  Network, learn 

and do business with 2500+ 
attendees from across 100 
countries, with 50% at director-
level and above. With over 100 
stands and a comprehensive 9 
track programme, if you can only 
make one LTE event in 2011... 
make it this one! 

| Global Events 2011
LTE World Summit 2011
17-19th May, Amsterdam RAI
www.lteconference.com/ 

16 | MACHINE TO MACHINE
If some players are to be believed, in the not 
too distant future we will live in a world of 50 
billion connected devices. Making this happen will not 
be simple, however, and will require a completely new way of 
working from the mobile operators that want to make money from 
this explosion in connectivity. The leaders in the space share their 
insights and we look at the contrasting business cases of four carriers 
addressing the M2M space. 
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Cutting the cord

The application ecosystem has become 
the accepted battleground for the 
consumer-facing smartphone industry. 

Everyone wants in on the act—the latest 
player to launch its own take on the space 
is online retail outfi t Amazon. In what must 
have been a deliberately provocative move 
(the only alternative being total ignorance 
of the competition), Amazon decided to name 
its play the Appstore. 

As in music, it’s what the writer leaves out 
that often makes the biggest impact. In this 
instance, Amazon left out a single white space 
and hoped that would be enough to differenti-
ate the name from Apple’s genre-defi ning App 
Store. It wasn’t, and Apple promptly deployed 
the legal team. 

Tetchy behaviour from Apple is nothing 
new but perhaps its bristling reaction to 
Amazon’s encroachment belies deeper con-
cerns about its ongoing leadership. Certainly 
its latest TV ad campaign suggests a desire to 
re-establish what it sees as the correct order 
of things. “If you don’t have an iPhone,” says 
the friendly voiceover, “you don’t have the App 
Store. So you don’t have the world’s largest 
selection of apps.” Over to you, Amazon. 

But might the era of the umbilical tie be-
tween app ecosystem and device/operating 

system be about to come to an end? Research 
in Motion recently announced the impending 
release of two ‘app players’ that will allow 
users of its new PlayBook tablet to run Java 
and Android apps on their RIM devices. That 
really is interesting. 

It would be even more interesting if it was 
something RIM was planning to push down 
its portfolio to its smartphone products. For 
a fi rm like RIM, whose OS has a far smaller 
user base than Android or iOS, it might make 
sense to harness the developer momentum 
behind a more widely distributed platform. 
Especially given that RIM’s device sales are 
not based on the OS in the same way that 
Android’s and Apple’s are. 

And what of vendors looking to further de-
velop their proprietary OS strategies—could 
similar strategies be employed? Reports 
surfaced recently that Motorola, enjoying 
something of a resurgence having hitched 
its wagon to the Android horse, is looking 
to start work on its own OS once again. It’s 
confounded some observers, who’ve pointed 
out that this is hardly an area in which 
Motorola has excelled in the past. So either 
Motorola believes it can attract a signifi cant 
developer community to its own project, or 
it’s got another plan. 
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NEWS AnAlysIs mike.hibberd@informa.com

T-Mobile USA has often been described as the jewel 
in the crown of Deutsche Telekom’s international 
portfolio. But for some years now it has been more 

of a burden than a blessing, with DT known to be looking 
for a way to offload it. Heavy as it was, the jewel in the 
crown became a pain in the neck. 

Enter AT&T, which announced during US trade event CTIA 
that it is to acquire T-Mobile USA for $39bn. In recent months 
there had been much speculation that rival carrier Sprint would 
be the one to take DT’s US operation off its hands, but the 
lack of technological compatibility was almost certainly more 
than Sprint would have been able to manage, already juggling 
CDMA, iDEN, WiMAX and EVDO. By contrast, AT&T is a fellow 
GSM – HSPA player.

The deal will create a clear market leader in the US 
wireless space. Year-end 2010 numbers from Informa’s 
WCIS put the two carriers’ combined subscriber bases at 129 
million, which would leave Verizon Wireless a distant second 
place with 94.1 million customers. That would give the 
newly engorged AT&T a market share of almost 43 per cent, 
with AT&T and Verizon between them controlling almost 
three quarters of the US mobile market. 

This is the kind of statistic that triggers the disapproval of 
competition regulators, something the two firms had clearly 
anticipated. AT&T led its announcement with a stress on the 
benefits the deal could bring to the US market, in particular 
citizens in rural areas for whom the provision of connectivity 
is a stated aim of the Obama administration. 

“With this transaction, AT&T commits to a significant 
expansion of robust 4G LTE deployment to 95 percent of 
the U.S. population to reach an additional 46.5 million 
Americans beyond current plans – including rural 
communities and small towns,” AT&T said in a statement 
announcing the proposed deal.  

Chairman and CEO Randall Stephenson’s comments made 
more explicit connections to government aims. “This will 
bring advanced LTE capabilities to more than 294 million 
people,” he said. “We are confident in our ability to execute 
a seamless integration, and with additional spectrum and 
network capabilities, we can better meet our customers’ 
current demands, build for the future and help achieve the 
President’s goals for a high-speed, wirelessly connected 
America.” 

It is unlikely, though, that such smooth talking will 
dissuade the US authorities—the FCC and the Department 
of Justice, which has responsibility over issues of market 
competition—from picking the deal apart. When Verizon 
purchased US carrier Alltel it was required by the US 
government to divest both customers and spectrum where 

AT&T looks to supersize itself with T-Mobile deal
A proposed acquisition of T-Mobile USA by fellow US carrier AT&T 
would see almost three quarters of the market under the control 
of the two leading players. 

it was deemed, in any region, to have built a dominant 
position through the acquisition. It’s difficult to imagine this 
latest deal being allowed to pass without similar restrictions 
being put in place. 

AT&T might be happier to lose customers than 
spectrum. In proposing the deal, the firm described 
it as an “efficient and certain solution to impending 
spectrum exhaust challenges facing AT&T and T-Mobile 
USA in key markets due to explosive demand for mobile 
broadband.” AT&T has suffered public shortcomings 
in performance as smartphone usage has taken off, in 
particular through its initially exclusive relationship 
with Apple for the iPhone. 

Ovum analyst Stephen Hartley described the acquisition 
of T-Mobile’s spectrum as the “key benefit of the deal” 
for AT&T, saying: “This will enable AT&T to expand its LTE 
plans and will also allow it to leverage T-Mobile’s recent 
aggressive HSPA+ rollout.” 

Hartley also suggested the deal was less fruitful for DT, 
arguing that it was selling out of the US at a price below 
what it paid to enter, and being forced to recast itself as 
a player limited to its domestic continent, while its fellow 
European giants enjoy continued global presence. But DT 
bought into the US at the height of the market and other 
analysts argued that a price of $39bn represents a bonanza 
for the German incumbent. In any case, DT can hardly be 
cast as a loser. 

If any player affected by this manoeuvre can, then it is 
the already beleaguered Sprint. In the current US setup, 
Sprint sits pretty comfortably in third place, ahead of 
T-Mobile. While its ranking will not change should the deal 
go ahead, it will be left way off the pace, lacking anything 
like the scale enjoyed by the new AT&T and Verizon Wireless. 

No surprise, then, that the firm was quick to voice its 
opposition to the deal, and the “duopoly” it would create. It 
would, Sprint said, “reverse nearly three decades of actions 
by the US government and the courts that modernised and 
opened US communications markets to competition.” The 
firm went on: “The wireless industry moving forward would 
be dominated overwhelmingly by two vertically integrated 
companies with unprecedented control over the US wireless 
post-paid market, as well as the availability and price of 
key inputs, such as backhaul and access needed by other 
wireless companies to compete.” 

Sprint has no choice but to fight the deal; there is no 
opportunity for it to build comparable scale of its own. Even 
if it acquired Metro PCS, Leap Wireless and US Cellular—the 
only other three players with reasonable positions in the 
market—it would still be way behind the market leaders. 
Whether its fight will be successful is another matter, 
however. If AT&T, as the market leader anyway, cannot see 
a way forward without large scale consolidation, the US 
authorities may feel they have no option but to let the deal 
proceed, albeit in modified form. n

Read more about the benefits and pitfalls of network sharing in the telecoms.com Networks Sharing Zone: www.telecoms.com/zones/network-sharing
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NEWS AnAlysIs pamela.weaver@informa.com

The past year has seen proposed deals between a 
variety of Western and Chinese telcos falling foul 
of bureaucratic unease in the EU and America. 

High profile cases have involved US carrier Sprint’s 2010 
decision to exit a deal with Huawei following government 
pressure, and revelations via Wikileaks earlier this 
year that US government officials had applied similar 
pressure to Dutch tech firm Phillips and the UK’s Spirent 
Communications, again over dealings with Huawei. 

On the other side of the fence, China’s Ministry of 
Commerce has denied allegations that it was about to take 
action against the EU over subsidies to Ericsson and Nokia, 
among others. Meanwhile, NSN’s planned $1.2bn acquisition 
of Motorola’s wireless network is moving at a glacial pace, 
thanks to what appears to be strategic foot-dragging by 
the Chinese Anti-Monopoly Bureau. In February this year, 
Huawei won an injunction in the US relating to the proposed 
sale, asking for proof that intellectual property it had 
licensed to Motorola would not be transferred under the 
deal. All of this is taking place against a backdrop of Huawei 
being forced to withdraw from its acquisition of 3Leaf by the 
US Committee on Foreign Investment (CFIUS) on grounds of 
national security—prompting the firm’s chairman to write 
an open letter to the US authorities challenging them to 
present proof that Huawei has links to the Chinese military 
and intelligence services, accusations that have dogged the 
vendor as it seeks to expand its business in the West. 

The bulk of American objections to Chinese firms focused 
on national security issues but it’s fair to say that that’s 
only half the story. In common with the EU, politicians and 
senior industry figures regularly point to what they say is a 
deliberately vague Chinese regulatory environment. Cheap 
loans to telecoms companies from the China Development 
Bank, a policy of “indigenous innovation” that effectively 
excludes Western firms from public procurement contracts 
and a requirement that firms provide technology secrets 
and know-how in return for market access are all regularly 
cited as evidence of Chinese anti-free-market behaviour. 

At last year’s WTO Geneva Week, the EU’s John Clarke said 
that: “Even though China reiterates its firm commitment 
to continued opening up and reform, we believe this does 
not duly characterise the current situation there... The level 
of state interference in the economy is still noticeable and 
less and less compatible with China’s level of economic 
development.” 

For the Americans’ part, reports from the US-China 
Economic Security Review Commission are liberally 
sprinkled with references to the Communist Party, 
censorship and rumours of shady dealings. It’s not clear 
whether the CFIUS appreciates the irony of complaining 
about Chinese internet censorship as “a barrier to trade... 
undermining US business’ ability to operate in China” before 

Chinese whispers
Recent rumours of a spat brewing between China and the EU over 
trade subsidies for telecoms companies are just the latest in an 
increasingly long line of disputes.

revealing that state-sponsored/censored search engine 
Baidu, which it says is a “useful study of this dynamic”, was 
started with US funding and “its American investors stand to 
reap greater profits.”

If it all sounds a bit Cold War MkII, it’s worth bearing 
in mind US analyst David Rothkopf’s point that the threat 
posed by China to the West differs dramatically from that of 
the old Soviet Union. This is no old-style territory grab, nor 
is it the kind of zero-sum game the Americans and Soviets 
once played; this time, the protagonists are locked in an 
uneasy co-dependency. China owns trillions of dollars of 
American debt but exports to the US were worth $229.2bn 
in the first eight months of 2010—handy foreign currency for 
a country that buys its resources in dollars. 

From the European perspective, the EU is China’s main 
export market, while China is the EU’s fastest-growing 
market. However, the US is still the EU’s biggest customer. 
Many European manufacturers and their unions are arguing 
that it’s time the EU took a leaf out of America’s book and 
started blocking Chinese investment.

It’s not so much paranoia about security as it is about 
declining market share. Analysts the world over have cited 
stiff competition from the likes of Huawei and ZTE as key 
factors in declining sales in Europe and globally. Last year, 
analysts were quick to point out that significant profits for 
Ericsson were based largely on strong performance in the 
US; sales in other regions had actually dropped off. With 
Chinese kit makers restrained by security regulations, 
the US market is, for the time being, a large pond with 
relatively few fish in it. A deal between Huawei and local 
group Amerilink Telecom was supposed to help lobby for 
greater market access for Huawei, but reports are that 
the relationship has “weakened,” possibly in the face of 
increased political intransigence. 

Europe, for its part, seems unwilling to get its hands 
too dirty; its proposal to drop an unfair advantage case 
against Huawei because “it would be disproportionate 
to continue the investigation and impose measures 
following the withdrawal of the complaint,”  suggests a 
reluctance to seize any opportunity to tackle the issue 
head-on. The Chinese government is taking a similar 
approach, denying any suggestions that it will take the 
EU to task over subsidies and rejecting suggestions that it 
has ever even investigated them. To date, only India has 
taken the somewhat extreme measure of a complete ban 
on Chinese telecoms kit, and even that only lasted eight 
months. One can only assume that the construction of a 
massive $500m Huawei plant in Chennai, first mooted at 
the height of Huawei’s lobbying for a lifting of the ban, 
helped to grease the wheels.

And so the shadow boxing, moving and shaping continues. 
Maybe the real question the security-conscious need to ask 
themselves is whether they’re just providing an elegant 
distraction from possibly-harder-to-resolve trade issues. After 
all, even if it turned out that Huawei was closely linked to 
the military, how significantly different from some Western 
telecoms providers would that make it? n 

06-08_MCI170.indd   8 30/03/2011   14:44



The leading global bi-monthly mobile magazine now reaches 
more senior telecoms professionals than before!

*figure taken from December 2010 BPA statement, paragraph 3b

P
ho

to
tg

ra
ph

:  
M

ik
e 

H
ib

be
rd

 a
ge

d 
7y

ea
rs

 o
ld

Mobile  
Communications  

International’s 
circulation  

is up by 22%!

Current BPA circulation: 15,705* copies
For advertising enquiries call Tim Banham  
Tel: +44 (20) 701 75218 or Email: tim.banham@informa.com

MCI_BPA_advertisement.indd   1 28/03/2011   09:51



10 Mobile Communications International | First for news, best for business

MCI IntervIew

MCI IntervIew

the fountain of youth
Indian carrier Aircel teamed with youth media firm Blyk in November 2010. Blyk co-founder Antti Öhrling 
and Aircel COO Gurdeep Singh spoke to Mike Hibberd about the partnership and their plans for the future.

Demographically, India would 
appear to be the perfect place 
to launch a youth-centric mo-

bile service. For a start, there are 
hundreds of millions of young people 
there. A whopping 55 per cent of the 
Indian population, which is approach-
ing 1.2 billion in total, is below 40 
years of age. 

Mobile penetration is over 60 per 
cent, and even higher among the young-
er population, while fixed penetration 
is low—and in decline. Today 95 per 
cent of Indians’ first telephone calls 
are made over mobile networks and, 
with fixed broadband penetration lan-
guishing in the single digits, the Indian 
internet experience has become, de 
facto, a mobile internet experience. 

A regional player in Tamil Nadu 
since its launch in 1999, moving four 
years later into Chennai, Aircel em-
barked upon a nationwide expansion 
in 2005. At the end of January this 
year, as the seventh-placed player in 
the Indian market, Aircel had just over 
54 million customers, according to 
estimates from Informa’s World Cel-
lular Information Service. More than 
85 per cent of those customers are 
in the 14 – 24 age bracket, says COO 
Gurdeep Singh, with the remainder 
between the ages of 25 and 35. 

Singh explains that his company 
made the youth market its target 
from the beginning of its expansion, 
placing a safe bet that mobile would 
be the segment’s medium of choice. As 
the market has evolved, the segment’s 
behaviour has marked it out, he says. 

“The youth are far more reliant on 
peer recommendation. They love to 
update themselves, to have real time 
information about what’s happening in 
their city. It’s important to give them a 
service like this in a manner that is non-
intrusive, participative and permission 
based,” he says. “That’s where we spot-
ted the opportunity to work with Blyk.”

The Aircel project represented the 
first deployment for Blyk outside of 
Europe, the firm having switched its 

model from ad-funded virtual operator 
to carrier partner after its MVNO play 
failed to gain the necessary traction. The 
Blyk on Aircel service provides a range 
of content to its customers, covering the 
familiar territories of entertainment, 
sport and lifestyle. Over a period of six 
to eight weeks, says Blyk’s Antti Öhrling, 
users’ preferences become clear, making 
way for the targeted advertising which 
is at the heart of the Blyk proposition.

For the time being, however, Aircel 
is not looking to Blyk to monetise its 
advertising inventory. Instead, says 
Singh, it’s a weapon deployed in the 
face of rampant churn. “What’s most 
interesting for us is that, in a hyper-
competitive market like India, this 
can really act as a differentiation and 
retention tool,” he says. “There are 14 

operators in this market and churn is 
very high; 90 days after acquisition 
we retain just a little over 60 per cent 
of new customers. But with Blyk our 
retention level moves up to 89 per 
cent. So it’s really meeting our needs.”

In acquisition terms the service 
is also proving useful with member-
get-member schemes, Singh says. 
“We have a consumer insight group 
which keeps in touch with the cus-
tomers, making sure they find it 
good enough to recommend to their 
friends. People find this product so 
infectious that it is the right kind of 
thing for member-get-member and 
we see a good number of acquisi-
tions coming through that,” he says. 

So far Aircel has deployed the Blyk 
service in 20 metropolitan markets. 

Blyk co-founder Antti Öhrling and Aircel COO Gurdeep Singh
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In the months since launch it has 
attracted more than 200,000 users, 
and is adding in the region of 25,000 a 
month, Singh reveals. From the middle 
of this year he expects this to ramp 
up to 30,000 adds a month and, by 
2012, he wants to see ten per cent of 
all rural connections and 25 per cent 
of all metropolitan connections join-
ing Aircel through the Blyk offering. 

The plan is that the service will be 
available in more than 100 cities by 
2012, keeping pace with the carrier’s 
3G rollout, which began in March 
this year. That 3G rollout, it is hoped, 
will improve both the service experi-
ence and the incremental revenues 
derived from the offering. Currently, 
says Singh, Aircel ARPU sits at just 
$3.50, with Blyk users spending above 
average. “What we have seen with Blyk 
users is that, in spite of 3G not being 
there, we’re getting half a dollar extra 
revenue. That’s why we’re encouraged 
to make it the mainstay of our acquisi-
tion products going forward,” he says. 

Today the service makes most use 
of SMS and MMS channels, with MMS 
being available across a wide range of 
handsets in the Indian market. Antti 
Öhrling reports that, contrary to the 
firm’s experience in other markets, 
MMS messages are proving more effec-
tive than SMS at generating response 
and interaction from the end users. 

While the service may currently be 
delivering benefits primarily in the 
areas of acquisition and retention, the 
fact remains that the Blyk proposition 
is a media channel designed to appeal 
to brands that are targeting the youth 
market. The content distributed over 
the service is intended to stimulate 
response and, according to Öhrling, this 
is starting to generate results in India. 

“On average we have been getting 
27 per cent response rates,” Öhrling 
says. “It’s a little higher than what 

we expected and so we’re very happy. 
Because we are interactive we can de-
velop the content on a continuous basis. 
Within a minute we know whether or 
not something has worked and I think 
that, with Aircel, we’re just starting to 
explore all the opportunities we have.”

Öhrling says that, of all the content 
made available over Blyk on Aircel, 
advertising is generating the strongest 
interactions from users, which chimes 
with statistics the company has pub-
lished showing that the Indian mobile 
advertising market grew by  217 per 
cent in 2010, compared to 93 per cent 
worldwide. “Beyond the advertising,” 
he adds, “we’re finding that the local 
content, things closest to people’s hearts, 
that’s what’s getting the best responses.”

In Blyk’s early deployments the com-
pany discovered that brands were pre-
ferring to use the medium for market 
research rather than direct marketing. 
But in India, Öhrling says, the service 
appeals to brands more in terms of 
stimulating purchases. “I would say 
that, for the brands, it brings the user 
much closer to the purchase than any 
other medium, and that’s what they 
feel is very exciting,” he says. 

Many of the launch brands for the 
service are lifestyle firms; beverage 
and clothing brands, for example. 
Smirnoff, Red Bull and Bacardi have 
all run campaigns across the Blyk 
platform in India, as have Diesel, Levis, 
Durex, Apple and Nokia. Diesel and 
Apple both enjoyed response rates of 
over 50 per cent for the first messages 
in their campaigns, while Nokia didn’t 
fare quite so well, with just 13 per cent. 

The relationship between Blyk 
and Aircel is exclusive for the “long 
term”, the companies have said, 
meaning that the rest of the market 
is off limits to Blyk. The firm will no 
doubt be hoping that Aircel parent, 
Malaysia’s Maxis, will be sufficiently 

impressed to want to roll out similar 
services across its other territories. 

“The parent company is watching 
closely,” says Gurdeep Singh. “We are 
in the process of stabilising the prod-
uct and making it worthwhile for the 
organisation in terms of percentage 
through acquisition. Maxis are very 
excited about it and this is something 
they will explore later on, possibly 
taking it to other group companies.”

If the service proves successful, it 
will no doubt spawn imitators in the 
Indian market. But Singh argues that 
the Blyk platform has the edge. “We 
evaluated lots of other things before 
signing up with Blyk,” he says. “The 
platform is an edge, but the knowl-
edge of how to run the service is an 
edge too.” n

rapid response: figures from Blyk Aircel campaigns

The Global Messaging and VAS conference takes place June 22-23 in London   www.globalmessagingcongress.com
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three is the magic number
video processing specialist RGB networks announced its presence in the mobile market during 
2010, with the purchase of mobile IP video specialist RipCode. Fresh from the firm’s first 
attendance at Mobile World Congress, RGB CEO Jef Graham spoke to MCI about the future of the 
three screen video sector and the increasing importance of the mobile element. 

What was behind RGB’s move into 
the mobile space?

I joined RGB in 2006 and the brief I 
was given from our VC partners [RGB’s 
backers are led by Accel and Kleiner 
Perkins, while cable player Comcast 
also has an interest] was to broaden 
our offering into IPTV and mobile 
TV so that we were no longer purely 
cable-centric. Most of our penetra-
tion historically has been in the cable 
sector; last year our sales were 89 per 
cent cable and 11 per cent telco. Some 
of that was IPTV, some was mobile. 

How important will mobile be in the 
three-screen video mix?

What we’re seeing is that, for video 
across all screens, the number of hours 
watched is increasing. Last year the 
number of hours watched on large 
screen [TV] went up for the first time 
in 20 years. But really the big growth 
is in PC and mobile screen watching. 
It tends to differ markedly between 
the US and the rest of the world. In 
the US the second order of priority is 
the PC but internationally the second 
order is mobile. 

Why do you think this is?

I think the primary driver is the 
background of the communications 
companies. In the US the cable compa-
nies have no cellular business; they’re 
required by the regulator to not be 
in that space. But as soon as you go 
overseas it’s different. Even in Canada, 
Rogers is a cellphone and cable com-
pany. Their first priority for video is 
to go to the iPhone. Go to Mexico and 
you have Telmex, which plays in cable, 
fixed and mobile. In Europe and Asia 

the lines are very blurred. I think that’s 
why we see a difference between the 
US and the rest of the world. 

The other important aspect, I think, 
is that the mobile world already 
operates a subscription model. The 
PC, by and large, does not fit into a 
subscription model. So it’s harder 
to bring a money-making business 
model to the PC, whereas it’s already 
in place in the mobile world. Where 
companies have the freedom to do 
what they want to do, they go straight 

to mobile because they know they can 
make money out of it. 

How do crossover devices like tablets 
fit into this equation?

We tend to think about tablets as PCs, 
mainly because of how they connect to 
the internet. From our perspective the 
question is whether you’re connecting 
over a 3G network or over a wifi net-
work. If it’s wifi—or even wimax—then 
you’ve got more bandwidth than 3G » 

Jef Graham , rGB CeO
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networks will give. And iPads and tab-
lets, by and large, tend to connect over 
these wireless networks rather than 
cellular, so they look a lot like a PC. 

The thing that’s changing with the 
new tablets, though, is the resolution. 
1080p is a very high resolution. And 
that’s soaking up the bandwidth. 

Does the advent of hi-res mean that 
quality is coming back to the fore as 
a differentiator?

In mobile, video quality has been 
traded for convenience so far. At the 
moment the ability to deliver video 
to all three screens is the key dif-
ferentiator—and we have the benefit 
today of being the first and only scal-
able, carrier-class IP video platform 
that does three screens. But I don’t 
think that is a long-term sustainable 
advantage. 

That capability is going to become 
standardised and we’re pretty certain 
that, when all things become equal, 
which they always do, video quality 
will emerge as the differentiator. 

How does that balance out against 
the requirement of the mobile op-
erators to keep congestion on their 
networks to a minimum?

I think we’ll see an equalisation occur 
over the next year and the mobile op-
erators will still be focused on trying 
to optimise the bandwidth for quite a 
while. But you will always have this 
trade off between convenience and 
quality. It’s about having a choice of 
networks to connect to. 

The iPhone is a great example of a 
phone that uses wifi networks when 
it can. So this is the kind of profile 
that we’ll continue to see; whenever a 
user has access to bigger bandwidth 
they’ll use it. But you’ll always have 

the desire to consume content while 
you’re moving or in remote places. 
Plus the ability to detect where you 
are and what bandwidth you have, 
and to deliver the right quality for 
you as a user, may be a function that 
depends on how much you, as a user, 
are paying. 

Does that mean that video content 
will have to be managed in different 
formats for some time to come?

Broadly speaking, at the moment 
what we have is a move to IP video; 
ultimately that’s what everyone will 
be using. For a while yet, the cable 
companies will maintain their legacy 
infrastructure for the most popular 
programming viewed on the large 
screen—the 20 per cent of channels 
that 80 per cent of viewers watch all 
the time. But they’ll shift the long tail 
content onto IP video pretty quickly. 

How will the mobile operators’ role 
play out in mobile video?

In Europe the power is really with 
broadcasters, not the players that own 
the delivery mechanism. But in the US 
the power is often with the distributor, 
like Comcast, or Time Warner. Owner-
ship of content is important, which is 
why you’re seeing these companies, 
like NBC Universal, moving back into 
content ownership. 

The mobile operators should have 
confidence, in that they own the sub-
scriber. But I don’t think they’ve fully 
understood whether they’re the ones 
that should be maintaining a video 
stream themselves, or whether it’s a 
pass through environment with the 
content coming from the broadcaster, 
the cable company or another player. 
The crucial elements for them to sort 
out are: who does what, how to make 

the relationships work, how not to 
clog their networks and how to get 
the right financial relationship with 
the content owners. 

Personally I don’t think it makes 
sense for the operators to be content 
owners as well. They have to be able 
to support the delivery system and 
the optimisation of the video in the 
system. Then the content owners need 
to be able to understand what formats 
they’re sending to the mobile opera-
tors. As for whether the packaging of 
the content is done within the mobile 
operator or out at the broadcaster, 
I think you’ll see a mixture of ap-
proaches there. 

What’s happening at the moment 
is there’s competition, confusion 
and fear in the market. The opera-
tors aren’t sure which players are 
their friends and which are their 
competitors. At one time the cable 
companies thought that their de-
livery mechanisms were secure and 
that their content was under threat. 
Now they realise that their content is 
secure and the delivery mechanisms 
are under threat because it’s possible 
to reach the customer in different 
ways, in particular over the wireless 
and cellular networks. 

What do you think of the opportuni-
ties for two-sided business models?

The question is: who pays the price, 
and who gets the money? When some-
one is paying the cost and not getting 
the business benefit from it, then 
they’re going to start pushing back. n 

At the moment, the ability to deliver to all three screens is the key differentiator,  
but I don't think that is a long-term sustainable advantage.
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Tomorrow  
the world
If some projections are to be believed, in the not too distant 
future we will live in a world of 50 billion connected  
devices. Making this happen will not be simple, however, and 
will require a completely new way of working from the mobile 
operators that want to make money from this explosion in 
connectivity. 

By Mike Hibberd
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There are now more than one hundred countries 
where mobile penetration has passed 100 per 
cent. Eastern Europe as a whole sat at 126.6 

per cent at the end of 2010, with Western Europe trail-
ing slightly at 118 per cent. The Americas, North and 
South, are approaching saturation and even Asia Pacific 
closed out last year with penetration of 68.6 per cent. 
The message is clear; with the exception of Africa, the 
untapped human market for mobile subscriptions is 
relatively small, and shrinking fast. 

Against this backdrop, the market for machine-to-
machine communications, or M2M, is being addressed 
with renewed vigour—reflected, as these things tend to 
be, in the parlance of the industry. The “internet of things” 
is now an established catchphrase, for example, and 
Ericsson has thrown so much marketing muscle behind 
the notion that we will soon live in a world of 50 billion 
connected devices, that the figure has become conver-
sationally inescapable when M2M is under discussion. 

M2M is nothing new, neither in concept nor reality. 
Fleet tracking systems like Qualcomm’s Omnitracs have 
been around for decades. And the mythical fridge that 
automatically orders milk when the owner runs out has 
long been a blue sky favourite; a latter day incarnation of 
the robot housemaids that were predicted in the 1950s. 
Such a fridge may yet appear but, for the time being, the 
M2M market is progressing well enough in its absence. 

That said, it remains early days. Vodafone reports 
that it has five million M2M connections group-wide, 
which is chicken feed compared to its 4Q10 global 
proportionate subscriber base of more than 255 mil-
lion (figures from Informa’s WCIS). Telefónica claims 
four million across its entire footprint, and boasts 
a total subscriber count of 219.7 million. US carrier 
AT&T leads the way, reporting more than 11 million 
M2M connections. 

Not all carriers are so keen to report their data, how-
ever. Sprint said last year that it was withholding its 
numbers until the industry had settled on a standard 
definition for a connected device. While this may sound 
like a poor excuse (you can wait a long time for this 
industry to settle on a standard for anything, after all) 
it does highlight the defining complexity of the sector. 

The M2M market is a writhing mass of variables. 
Question marks hang over every link in the chain: 
What is a connected device? Should operators aim to 
provide more than basic connectivity? If so should they 
develop their own service delivery platform or partner 
with a third party? Who is best placed to develop the 
applications? How should these services be priced 
and billed for? Very little in this market is set in stone. 

One thing is clear, however: A significant number of 
leading mobile operators have identified this space as 
one in which it is essential that they play. As well as 
those mentioned above, KPN, Telenor, Orange, Verizon 
and Telstra are among those keen enough to have al-
located dedicated resources to the service of the space. 

Sprint’s deference to the definition of the connected 
device, whatever its motivation, is worth exploring. 
The familiar use cases of M2M services—fleet track-
ing, inventory management, remote monitoring and 
so on—are no longer the beginning and end of the 
market. Indeed the renewed enthusiasm for the sector 
has coincided with the growth in popularity of a new 
range of connected consumer electronics. E-readers, 
personal navigation devices and connected photo 
frames are among the products giving M2M what it 
always lacked; a human dimension. 

This can blur the lines somewhat, with some organi-
sations, for the sake of marketing, counting tablets as 
connected devices. Macario Namie, senior director for 
marketing at Jasper Wireless—the leading M2M service 
delivery platform developer whose product is used by 
more than 200 enterprises, offers a useful definition. 
“The way we think about it is that connected devices 
are ones where the connectivity is not the end game,” 
he says. “For an e-reader the act of connectivity is a 
means to an end—and that end is the purchase and 
delivery of a book. With satnav it’s the same thing.”

While these kinds of consumer products are among 
the newest additions to the connected device or M2M 
sector, and significant drivers of operator enthusiasm 
for it, they are handy illustrators of the remove at which 
operators must work in this area. 

The connectivity on such devices may not be their 
core function, but it is nonetheless vital to their per-
formance. And should that connectivity fail, the device 
would be severely hampered. In such an instance, how-
ever, the end customer would contact the organisation 
from which they bought the device, rather than the 
operator that was providing the connectivity. While 
carriers are used to what they provide being a product, 
in the M2M space it is an enabler. 

Exactly how an operator should approach the market 
depends on the operator in question, the application and 
the vertical sector being addressed, among others. Some 
operators, says Jamie Moss, senior analyst and M2M 
specialist at Informa Telecoms & Media, are content 
simply to wholesale connectivity to specialist resellers 
who may also develop applications, or team with third 
party developers. “There are some operators that believe 
at least one third of the M2M market can be facilitated by 
existing wholesale platforms,” Moss says. “They do not 
believe that there’s any need for them to invest in an M2M-
specific service management platform at the moment.”

Others wish to be more directly involved, and have 
therefore opted to bring to market some specialist 
capabilities. These carriers that believe some kind of 
dedicated offering is necessary divide broadly into two 
categories: those that have opted to develop a bespoke 
service delivery platform for M2M and those that choose 
to outsource the provision of that functionality to a 
specialist third party. The arguments in favour of both 
options are familiar enough. »
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The development and ownership of pro-
prietary platforms requires a greater degree 
of up-front investment, while outsourcing 
offers operators the ability to share both the 
cost and the risk of entering a new area of 
business. The specialist outsourcing partner 
will have experience to impart and proven 
expertise in the sector which could give the 
operator a useful leg up—and the scale of 
their deployments should ensure that their 
platform evolves more quickly and effectively 
than a proprietary system. 

On the other hand, licensing a platform 
that has also been licensed by some of their 
fiercest competitors may give an operator 
concerns over its ability to differentiate its 
offering. Vodafone is one carrier with such 
concerns. “We realised a few years ago that 
M2M is quite different from the mobile phone 
business,” says Marc Sauter, head of business 
development for M2M at Vodafone. “This was 
when we decided that we needed a dedicated 
and specific technical solution.”

For an operator of Vodafone’s reach, the 
development costs are offset by scale, and by 
the attractiveness to enterprises of being able 
to access consistent services across borders. 
But it doesn’t follow that a large carrier will 
always opt for the development of an in-house 
platform, with Telefónica a passionate advocate 
of partnership; in its case with Jasper. 

The choice that an operator makes between 
in-house and outsource can shed a good deal 
of light on the way they view the market. For 
Telefónica, says Mike Short, VP of research 
and development at Telefónica Europe, the 
decision to partner up was made in response 
to the sheer size of the potential M2M market. 

“We believe that the growth in the M2M mar-
ket will be so large that we can’t do everything 
ourselves. Jasper can bring some partners to 
the table that we wouldn’t naturally have,” 
he says. “So if we’re not strong in a particular 
geography, they might be able to help us. Also 
if we’re not strong in a particular sector, phar-
maceutical pill box reminders, for example, 
they might help us move into that market.” 

This willingness to work with a range of 
partners and specialists is not part of every 

“We saw this opportunity over two years ago and put a group of people in place to 

focus on emerging devices. We look at this as potentially the single largest growth 

opportunity in the wireless space going forward. Everything that has a current 

running through it will be connected in some way, and that connection will make 

the device smarter.

We’re very open to different business models and we approach every partner 

with a clean sheet of paper. We’ve proven that with the 30-plus devices that we’ve 

launched over the last two years. It’s not easy, because every single device, even devices within the same 

vertical, requires a custom deal. 

I believe that the opportunity for app developers in this space is huge. They’re going to keep developing 

new apps for smartphones, of course, but we did a developer conference at CES this year where I told them 

not to forget all the other devices you can develop apps for. The feedback was phenomenal. The sessions 

on emerging devices were sold out and the reason is that they see the opportunity for these hundreds of 

millions of devices. 

I think The US got a headstart in this space, I really do. AT&T went at this thing hard and early, and we 

have over 11 million connected devices now. There are so many verticals that are exciting going forward; 

we’re going to continue to keep the pedal to the metal.”

M2M perspective: The Operator

Glenn Lurie, president, emerging devices,  
resale and partnerships, AT&T Wireless

The choice that an operator 
makes between in-house 
and outsource can shed a 
good deal of light on the 
way they view the market.

“What we do is really complicated, there are lots of players involved and many 

different parts of the network involved and it doesn’t all work all of the time. 

That’s the problem with delivering a global connected offering. So our business 

is providing SLAs through redundancy and failover software, and our roaming 

interconnects across multiple networks. 

One of our main contracts is for a temperature monitor that goes into fridges 

and is transported anywhere in the world. The battery lasts one year. It’s retrofit 

and a very low usage model. But it’s business critical—Unicef uses it to show that 

drugs are shipped to warzones at the right temperature. 

Once upon a time operators thought they could do everything but now they realise that they can’t 

deliver all products. Much the same as we don’t think we can run a network. Maybe a big enough opera-

tor could do it but the chances are they will miss the point, and could in fact get more value through a 

partnership with a company like ours. But operators don’t give us enough information, enough visibility 

into the network.”

M2M perspective: The Vertical Service Provider

Ian Marsden, CTO and founder, Eseye

Keep up to date on the M2M market  
at the M2M Zone:
 www.telecoms.com/zones/m2m
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carrier’s approach to the market, says Jamie 
Moss. Currently there are numerous service 
providers, of varying sizes, working to meet 
the connected device requirements of the wide 
range of enterprises and verticals. But not all 
carriers see their value. “Vodafone seems to 
think that there is very limited time remaining 
for these little vertical market specialists and 
that, ultimately, the carriers will come to take 
over the entire market,” he says. 

Such contrasting views raise another key 
question in the M2M space—how far up the 
value chain should the operator sit. “Do they 
just want to be a transport provider, or have 
preferred partners in each vertical, or do they 
want to completely own the experience?” asks 
Jasper’s Macario Namie. “The operators are 
still figuring that out.”

Some enterprises might require only a 
handful of devices to be connected. Others 
might want a solution that can manage tens 
of thousands. Given the range of devices 
that those within the sector expect to be-
come connected, the number of addressable 
enterprises is likely to be enormous. So is it 
really worth operators pursuing each and 
every one of these? Never mind desirability, 
is it even possible?

This in turn brings into play the issue of 
just how customised an M2M proposition 
needs to be. Because if it is possible to develop 
an offering that can be applied horizontally, 
rather than having to develop something for 
each vertical, or for each company within that 
vertical, then owning the experience might be 
a possibility open to the carrier. The answer, as 
with everything in the M2M space, is painted 
in many shades of grey. 

Steve Pazol is chairman of nPhase, a joint 
venture between Qualcomm and Verizon 
Wireless that was established after AT&T 
partnered with Jasper for its big push into 
the connected device space. He argues that 
the market is moving towards a greater degree 
of alignment across verticals that bodes well 
for operators. 

“Analysts suggest that 80 – 85 per cent of 
what the M2M enterprise customers want 
to do should be possible to integrate into 
a platform that could be deployed across 
all markets,” he says. “I’m talking about the 
plumbing; security or changing rate plans, 
or seeing the health of the device, or taking 
different kinds of sensor data and abstracting 
it. We’re on the way to solving that problem 
because, at the end of the day, this M2M stuff 
is all data.”

In reality operators will most likely have 
to adapt the depth of their participation 
depending on the customer. They might 
not judge it worth their while to provide 
an end to end service to a company that 
wants to connect 20 vending machines, 
preferring to allow a specialist MVNO or 
M2M service provider pick up the smaller 
deals. On the other hand, if a major inter-
national enterprise wants modules and 
service in the thousands, then there is 
value in the operator providing it. Moreover, 
enterprises of this size are more likely to 
demand that they deal with the operator 
rather than a reseller—they want “a throat 
to choke” should something go wrong, as 
one player puts it. 

In the US AT&T Wireless has connected 
device deals with four different ebook provid-
ers, each with their own service proposition, 
explains Glenn Lurie, the firm’s president of 
emerging devices, resale and partnerships. He 
uses this to illustrate the need for operators 
to be as flexible as possible in approaching 
the market. 

“We are open to any sort of business 
model that makes sense for our customer, 
for us and that ensures the end user gets 

a great product,” he says. “That’s how you 
have to be in this space—to be open to be-
ing in the background, in the foreground, 
in any ground. Some connected devices will 
be very simple, clean and easy, and others 
will be more complicated. As long as AT&T 
can make a fair margin and my partner’s 
successful and the customer is prepared to 
pay for it, we’ll do it.” 

One element of the offering that the carriers 
alone are in a position to offer, regardless of 
how they play at the front end of the chain, 
is the connectivity itself. This creates chal-
lenges of its own, because the data being 
transferred in M2M environments—and its 
successful delivery—can have critical value 
to the organisation paying for its transfer. 
And as even the most optimistic of operator 
marketing directors will have to concede, 
mobile networks are an awfully long way 
from genuine reliability. 

Ian Marsden is CTO of M2M service pro-
vider Eseye. His customers, he says, need 
to know that the data they are sending is 
being received. “We have a need to be able 
to deliver the most reliable connection pos-
sible. But can you get that kind of SLA out of 
a mobile operator?” he asks. “No way. One of 
our biggest customers is a provider of alarm 
systems, so obviously we need redundancy. 
We have mere minutes to decide if there 
is a problem with a certain network so we 
need to be connected to multiple networks. 
Our business is providing SLAs through 
redundancy and failover software, and our 
roaming interconnects across multiple net-
works,” he says. 

The fragile reality of mobile networks 
means that a single MNO cannot offer its 
M2M customers any real guarantees of 
service. Glenn Lurie says, as he would, that 
AT&T’s network is by far the best network 
in the US. But, he adds, “’guarantee’ is an 
interesting word.” This situation would seem 
to work very much in favour of specialist 
providers that have no competitive barriers 
to offering multi-network connectivity. 

Carriers are wise to this issue, however. 
In late 2010, Telefónica launched its Global 
SIM, which can roam onto its competitor 
networks within domestic markets. “It’s com-
monplace to use a SIM capable of roaming 
in M2M devices,” says O2 UK’s head of M2M, 
Gilli Coston. “That allows you to swap onto 
another network for planned and unplanned 
outages. It’s a new innovation that will help 
with SLAs.” »
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The fragile reality of mobile 
networks means that a 

single MNO cannot offer 
its M2M customers any real 
guarantees of service. This 

works in favour of specialist 
providers with no competitive 

barriers to offering 
multinetwork connectivity.
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One factor that may yet impact on the SLA 
issue for M2M is the increasing consolida-
tion of networks. In Coston’s UK market, for 
example, T-Mobile and 3UK have merged their 
3G networks and Orange’s infrastructure is 
slated for integration as part of the creation 
of Everything Everywhere. As the number of 
networks dwindles, so does the capacity to 
provide backup. 

Aside from the network, the other core 
expertise for mobile operators is billing. 
And M2M requires a level of complexity in 
rating and charging that goes way beyond 
the traditional billing activities of the car-
riers. Logica UK’s head of innovation, Danny 
Wooton, argues that carriers have yet to 
embrace a service-based billing proposition 
for M2M, which will be necessary as the 
market evolves. 

“M2M is still very much a legacy play, the 
module the connection and the amount of 
data consumed,” he says. “But if you talk to 
a CIO in a large organisation who wants to 
roll out 20,000 devices, they’re going to get 
nervous because they’ll be facing an open-
ended data charge. So really, what we need 
to work on is how all of the suppliers can 
benefit from a service revenue that the CIO 
can really relate to.”

Tony Jackson gives ebooks as an example. 
Jackson, director of telecoms solutions strategy 
at billing player Convergys, points out that 
with Amazon’s Kindle, the cost of transport is 
bundled into the cost of the book. So Amazon’s 

carrier partners are essentially taking a cut of 
the book sale (Glenn Lurie at AT&T, one of those 
partners, says this is “kind of” how it works). 
But, says Jackson, this example still throws 
up questions: “If the operators are charging 
on percentage of value, they need to be care-
ful that they’re making some profit on that, 
because the two aren’t necessarily related. You 
don’t buy books on a per-page cost, after all.”

Eseye’s Ian Marsden offers a third party 
view point on operator billing, and it’s none-
too positive. “I had this illusion that operator 
billing would be really simple and clever,” he 
says. “It surprised me to find out that it isn’t. 
It’s a law unto itself; some CDRs come in 
from operators up to nine months late. How 
am I supposed to bill my customers using 
that? The big challenge for operators when it 
comes to billing is sheer processing capabil-
ity, because of the model they have adopted, 
charging per byte.”

The complexity and potential variety of 
billing models could be viewed as the entire 
M2M space in microcosm. If there are to 
be billions of connected devices, then there 
will have to be thousands upon thousands 
of approaches to their connection. Not all 
of them will even connect over the cellular 
network, after all. 

The message that sector specialists ham-
mer home is that operators will have to find 
a new level of flexibility. Flexibility in how 
they charge, in how they partner (in some 
cases with competitors), in how they inter-
face with the customer and in how they meet 
those customers’ requirements. This is not a 
world, like consumer retail, that will bend 
to an offering decided upon by the operator. 
Far more than in traditional retail voice and 
data environments, in M2M, the customer is 
in charge. n

“We’re founded on two principles. First, we believe that almost everything will be 

connected. If you’re going to be in this business, you have to be crazy enough to 

believe that. I’m not bowing at the altar of Ericsson’s 50 billion; I love the vision 

but there’s a reality to this business as well. Are we going to be at 50 billion in ten 

years? I don’t think so—but whichever number you pick it’s going to be a pretty big 

number, and we’re just in the infancy at the moment. 

The second principal is that the requirement that these enterprises have, the 

requirement that they place on the operator in order for them to build a connected device business, is funda-

mentally different from what the operators are used to doing. Operators have serviced the handset market 

very well. But that’s something like a $50 ARPU business—in the connected device space it’s a $3 ARPU.

The scale is radically different from the handset game. Handsets are built by maybe ten companies in the world 

and there are maybe five operating systems that matter in the world. In the connected device business, there’s a 

tremendously long tail—point of sale, fleet management, vending machines and so on—and the operators are not 

good at managing this. They’re not good at building something they can own across 15 verticals, with another 

100 niche verticals, with probably 1,500 different types of apps and sensors that all these verticals would need.”

M2M perspective: The Platform Provider

Macario Namie, senior director,  
product marketing, Jasper Wireless

“Really what we’re seeing is that, from the mobile operator’s perspective, they’re 

still missing a great opportunity. The operators need to stop just talking about the 

network, the SIM card and the GPS module and look at the value that’s generated 

by bringing those things and the network intelligence together with the analytics 

and application areas. That’s what’s going to make the market explode. 

The operators are very good at the networks and the modules, but what clients 

actually want to buy is something that reduces their carbon footprint or takes cost out of their business 

through a process of automation—and that’s all about doing something with the data. But the majority of 

people working within telcos are from the netco domain and, while they’ve moved into other disciplines, 

naturally they gravitate back to discussions about how good their network is. 

Commercial innovation is needed as well as technical innovation. How we pull the solutions together, 

making sure that the client’s getting what they need and that all of us in the supply chain are getting a 

reasonable income from the service that’s being provided is a big part of the ongoing challenge. You’ve got a 

sales team in the telco driven by selling the number of connections and you’ve got a supply chain that’s still 

trying to work out how you blend a large integration project, some neat technologies from specialist players 

and connectivity and make sure the business model works across all of those three elements. That’s what 

the industry’s still trying to learn at the moment. “

M2M perspective: The Systems Integrator

Danny Wooton,  
head of innovation, Logica UK
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Dutch incumbent KPN owns a stake in Jasper Wireless 
and is the platform provider’s exclusive carrier partner 
in Germany, Belgium and the Netherlands. KPN has 
a CDMA 450 network in the Netherlands dedicated 
exclusively to M2M service provision, which is at the 
moment used for smart metering applications. 

The firm says that its business is built around the 
creation of connections using a SIM card. Therefore 
it has no illusions about trying to pursue a product-
specific M2M strategy and wants its M2M capabili-
ties to have as generic an appeal as possible in order 
to serve the maximum range of M2M applications. 

Value chain positioning
KPN’s role in the value chain centres on the educa-
tion of enterprises, the company says. It seeks to 
emphasise the business-related benefits that its 
M2M platform can bring, rather than just marketing 
its M2M services on the price of connectivity. KPN 
offers advisory services as part of its bid to educate 
the market, but does not charge for them. 

It is common for KPN to enter into revenue-sharing 
arrangements with its enterprise M2M customers, 
enabling both parties to share the risks of a new 
market. It is especially focused on consumer electronics 

companies, looking to help them derive value from 
information that can be taken out of their products as 
well as sent to them. It is KPN’s stated aim to become 
the leading provider of M2M connectivity for the 
European consumer electronics market. 

Business Model
KPN’s M2M revenue is currently traffic-based but 
the operator is hoping that the transactional model 
for M2M services will eventually allow it to take a 
revenue share from each instance of data trans-
ported. This model is strongly tied to the take-up of 
the consumer electronics vertical where connectivity 
will be embedded at the point of manufacture, but 
where no data will be bundled with the SIM. Instead, 
the connectivity will remain dormant until content 
needs to be downloaded to the device, at which 
point the cost of transporting that data will form 
part of the cost of the content to the end user.

In the consumer-electronics vertical, KPN 
believes that a lot of revenue will be generated by 
event-based billing. Consumers will be willing to pay 
a relatively high amount per event for content like 
books, information and games, but they will not be 
willing to pay for subscription-based services. This 

means that operators with systems that can only 
bill for subscriptions at the end of the month will not 
be able to tap into this market. The Jasper Wireless 
Control Center gives KPN this flexibility, allowing the 
operator to establish revenue- sharing relationships 
with e-book publishers, for example.

At present, KPN is not seeking to generate 
revenue from SLAs. It has yet to be in a position to 
use SLAs as a means to either win contracts or to 
charge a premium for connectivity. The operator 
reports that no M2M customers have asked it for 
SLAs so far and finds it surprising that the mobile 
communications industry has been able to get 
away without having to contend with the issues 
of SLAs more frequently thus far. KPN states that 
it will always provide the best level of service 
possible for all M2M contracts but agrees that 
this will be a harder promise to fulfill in roaming 
scenarios.

Case Study: KPN

Telenor Connexion is Norwegian incumbent Tel-

enor’s M2M-specific venture. Its proprietary Telenor 

Connexion Service Portal also acts as a centralised 

platform for Telenor’s national operating companies 

to use to provide M2M services in their local mar-

kets. The platform is served by Telenor Connexion’s 

Core Network, which is dedicated to the switching 

of M2M data. It uses an international virtual radio ac-

cess network made up of the combined geographic 

coverage of Telenor Connexion’s sister operating 

companies, as well as from other partner networks 

throughout the world.

Value chain positioning
Telenor Connexion works directly with OEMs that 

want to add connectivity to a product, making con-

tact with these enterprises via their respective local 

Telenor operating company or via its M2M-dedicated 

direct sales force. The new connected versions 

of the products then typically become something 

that the OEMs and manufacturers seek to deploy 

throughout multiple markets, requiring centralised 

distribution but localised activation.

The company’s approach is very much to treat its 

services as an end-to-end product. Consequently 

SLAs are important for Telenor Connexion and this 

means that Telenor Connexion operates in a manner 

more akin to that of an M2M MVNO than an operator 

that provides connectivity alone.

Business Model
Telenor Connexion says that it is not selling 

megabytes but instead is selling the ability to send 

data in a reliable and secure manner. Consequently, 

the specifics of the business model can be highly 

variable and can change from one M2M service 

deployment to the next. In some deployments, 

all traffic is bundled into the price per connection, 

especially when the amount of data will be static 

or easy to estimate, while in others there may be a 

specific set-up fee and revenue-sharing agreement 

in place. Lastly, some deployments are still, in 

practice, based on the simple sale of a quantity of 

megabytes.

The firm says that it tries to be as flexible 

as possible when it comes to the way in which 

it charges customers for its services due to the 

nascent and still-evolving nature of the M2M 

market. Its customers can have multiple tariff plans 

created on a bespoke basis from a variety of dif-

ferent options. Customers also have the ability to 

increase and manage a pool of megabytes for use 

by a group of M2M SIMs. Connexion believes that 

flexibility around billing and pricing is the key to 

understanding how to help customers package its 

M2M-enabled product offering.

As well as charging for data traffic, a component 

of Telenor Connexion’s fees are for the provision of 

professional services surrounding the design, test-

ing and live management of a customer’s products. 

Operational and process-based “soft” services help 

with the integration of connectivity into a client’s 

product line and business strategy. The company 

also teaches clients how to use the technology with 

their existing business and how to integrate it into 

their organisations. Lastly, there is the value brought 

to the customers by SLAs.

Case Study: Telenor Connexion
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Vodafone’s M2M Global Service Platform was launched 

in April 2010. It was custom-built so that it could be 

integrated into Vodafone’s existing network infra-

structure and provides a single interoperable platform 

for deployment across each of Vodafone’s national 

operating companies. The operator believes that this 

will significantly reduce the costs of providing M2M 

and thereby the cost of deploying an M2M solution to 

its customers.

Vodafone believes that the secret to success in 

the M2M market is the provision of a solution that 

enables its customers to spread the geographical 

footprint of their business as far as possible while 

simultaneously driving down operational costs. 

Value chain positioning
Vodafone considered using a third-party M2M 

platform provider’s product but was concerned 

about a lack of exclusivity and the question of 

how to differentiate its offering should several 

other operators end up using the same platform. 

Vodafone felt that the only way to achieve its 

goals in the M2M space was to commission the 

development of its own platform—it saw no point 

in competing in a market where every operator 

has the same capabilities.

Vodafone does not wish to take end-to-end 

ownership of the supply chain, nor to produce 

bespoke solutions developed for individual 

customers. It does wish to enable intelligent con-

nectivity using a single platform that is flexible 

enough to provision any potential enterprise-

specific M2M application. For Vodafone, the 

technical requirements for M2M services are 

considered to be identical across all verticals. The 

operator is, however, actively seeking to take 

ownership of M2M specific third-party service 

providers’ business models.

Business Model
Vodafone makes money in M2M from the transport 

of data over the SIMs it provisions via its M2M 

Global Service Platform and the service wrap it 

provides. It can charge a premium for quality-based 

considerations such as throughput rates for time-

critical applications. It also seeks to charge extra 

for guaranteed platform availability, statistical 

reporting and other support services that are not 

available from a normal wholesale platform. Much 

more reliable SLAs can be offered for deployments 

that rely on coverage from Vodafone’s own net-

works, as opposed to when its customers’ solutions 

need to roam.

Vodafone says that it does not operate in a 

B2B2C role but instead tries to act as the strategic 

partner of its customers. The emphasis on Voda-

fone’s role in the partnership is on the connectivity 

but it will help its M2M customers to source the right 

system partners for the provision of other aspects 

of the required solution, be it hardware, components 

or integration. To this end, Vodafone has set up a 

global partnership program.

Case Study: Vodafone

The core of Telstra’s M2M offering is its Wireless 
M2M Control Center, sourced from Jasper Wireless. 
Telstra has entered into a multi-year exclusive 
agreement for the use of Jasper’s platform in 
Australia. Telstra considers self management and 
customer empowerment to be very important to a 
successful M2M strategy and these form the core 
of its offering.

Telstra believes companies that wish to deploy 
connected products globally will need consistency 
and scale, which is best facilitated by a single 
platform that can sit across different international 
operators. This is the key reason why the operator 
chose to license a third-party M2M service manage-
ment platform (SMP) rather than go to the expense 
of commissioning the creation of a proprietary 
solution.

Value chain positioning
With lots of different types and sizes of enterprise 

looking to drive the M2M market, all of which were 
perceived by Telstra to require different, applica-
tion-specific M2M solutions, the operator decided 
that it did not want to try to provide end-to-end 
solutions. Telstra sees today’s M2M market as too 
fragmented and wide-reaching to be effectively 
addressed in that way, so it has decided to pursue 
a horizontal enablement strategy. 

This will allow Telstra to provide basic but core 
functionality that can underpin as many potential 
M2M deployments as possible. Consequently, Telstra 
is concentrating on connectivity provision and not on 
VAS provision for M2M verticals. 

As the M2M market is still so young, Telstra 
has set up a partner program in a bid to help 
address the problem of fragmentation within the 
M2M value chain and cultivate a closer working 
relationship between its constituents. Telstra’s 
partner program is centered around its Mobility 
Partner Portal, which was launched in September 
2010. To improve the market awareness and 
distribution of its M2M services, Telstra has been 
advertising its Mobility Partner Portal in trade 
magazines and, as of November 2010, had begun 
hosting developer conferences.

Business model
As Telstra is focusing on the provision of horizontal, 
market-wide enabling functionality, the operator is 
keeping its business model simple. Telstra is looking to 
generate revenue from the transport of M2M data only, 
to which end its M2M customers currently have the 
choice of buying one of Telstra’s standard telemetry 
plans, or a new Wireless M2M Control Center plan.

Telstra’s standard telemetry plans have been 
available for a number of years and focus on 
the traditional wholesale of data; its new Jasper 
Wireless-powered platform provides additional pric-
ing flexibility and service management functionality. 
Rate plans for the Wireless M2M Control Center 
are determined on a bespoke basis depending on 
volume and overall opportunity.

Telstra does not charge a premium for the Wireless 
M2M Control Center’s functionality per se. Unlike M2M-
specific MVNOs and other large mobile operators, Telstra 
is not yet seeking to indirectly monetise its platform 
and any SLA abilities that it may have via higher rate 
plans. Instead, the operator stipulates a certain amount 
of “on-boarding” from each enterprise customer, which 
involves a promise to bring a certain amount of M2M 
business by a certain time, without which the payment 
of supplemental fees will be required.

Case Study: Telstra

All case studies contain information taken from recent Informa Telecoms & Media research entitled Machine-to-Machine: 
Operator strategy and best practice. For more information or to purchase a copy of the research please visit our online store  
https://commerce.informatm.com/reports/machine-to-machine-6th-edition.html.
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According to RIPE NCC, the regional 
internet registry for Europe and Middle 
East, the exhaustion of IPv4 addresses 

is “the biggest event in the history of the inter-
net”. Over the next several months, RIPE and 
other regional internet registries like it will 
distribute these last IPv4 addresses to network 
operators and service providers worldwide. 

The proliferation of internet-connected 
e-readers, phones, and other devices is re-
sponsible for accelerating the depletion of IPv4 
addresses worldwide, forcing an early adop-
tion of the next generation of IP addressing, 
known as IPv6. In the Europe and Middle East 
regions, the last IPv4 addresses will be handed 
out sometime in the second half of this year, 
yet organisations are still requesting them. 

“As if we didn’t have enough people trying 
to get on the internet, now we have things as 
well,” says Axel Pawlik, chairman of RIPE. 
“Some heads will roll over this. This is a prob-
lem we saw coming in the 1990s when IPv6 
was designed, but people have maintained 
the approach that we still have plenty of IPv4 
left so we’ll deal with it later. 

We warned them then and we started tell-
ing them over the last two years that time is 
running out so they better start transitioning 
to IPv6. People are finally moving, we’re seeing 
an increase in the allocation of IPv6 addresses, 
but it’s coming too slow and too late.” 

IPv6 includes a modern numbering system 
that provides a much larger address pool than 
IPv4, as when devices come online en masse—

the so called Internet of Things—only IPv6 
will be able to provide a sufficient number of 
addresses. IPv6 with its substantial address 
space of 128 bits as compared to 32 bits in 
IPv4 will provide virtually unlimited IP ad-
dresses for the future, expanding the number 
of possible addresses from approximately four 
billion with IPv4 to roughly 340 trillion trillion 
trillion with IPv6 .

It’s this late transition that is causing the 
headache and it’s one shared by all service 
providers delivering to end users and also one 
that cannot be fixed overnight. Juniper Net-
works’ head of carrier Ethernet, David Noguer 
Bau, highlights the chicken and egg problem 
that has emerged: “A big problem is that not all 
content is IPv6-enabled, so for that reason alone 
we would need to maintain IPv4 for some time. 
There’s no need for IPv6 as there’s no content.”

According to Noguer Bau, maybe 0.16 per 
cent of online content available now is IPv6-
enabled and although IPv6 applications will 
grow rapidly, service providers will be required 
to deploy solutions in order for this to happen. 

Pawlik adds that while the carrier commu-
nity has finally pulled its head out of the sand, 
the scope of the task ahead is still not fully re-
alised. “Service providers will lose customers 
if they don’t adopt IPv6, because those users 
on IPv4 might not be seen by others on IPv6 
networks. Take M2M for example—we just 
don’t have enough IPv4 addresses available. 
And while there are workarounds like NAT 
and port sharing, they don’t always work and 

engineering solutions become more complex 
as more devices come online.”

Noguer Bau agrees that carrier grade NAT 
is one technology being talked about, which 
would do for entire networks what home rout-
ers do for consumers—essentially converting 
public IP addresses to private IP addresses. 
But the problem is that many home routers 
are still using consumer-grade NAT and IPv4. 
There’s the option of dual stack, where a device 
supports two IP addresses—one IPv4 and one 
IPv6—which solves the problem but compli-
cates the model. What it all boils down to is the 
replacement of millions of units of consumer 
premise equipment, which isn’t cheap.  

In fact, global adoption of IPv6 could see layers 
of network address translation go away. While 
some claim it’s a useful security tool because it 
can be used to hide addresses, Pawlik believes 
there are now so many addresses that port 
scanning is not really a viable attack. “NAT is a 
complication that we don’t need. Firewalls are 
more important if configured properly,” he says.

The tide is turning. After the IANA announce-
ment at the start of the year, there was a spike 
in activity and requests for both IPv6 and IPv4 
addresses. “We have to upgrade the content 
and applications and we have to upgrade the 
infrastructure. It doesn’t matter which we do 
first as long as we move forward,” says Pawlik.

And now, time is of the essence, with one 
thing for certain: if the industry had done 
this five years ago it would have been much 
cheaper.  n

More machines than man, now…
On February 1, the global internet address authority IANA (the Internet Assigned 
Numbers Authority) handed out two of the last blocks of freely available IPv4 
addresses. The move triggered an automatic distribution of the remaining five blocks 
to each of the regional registries. There are no more IP addresses to be had from 
version four. And the Internet of Things is about to come online…
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As mobile operators move to address 
shortcomings in their radio access 
networks, which are being relentlessly 

battered by the demands of smartphones and 
tablets, network congestion is moving ever 
closer to the core, where it becomes increas-
ingly expensive to manage. With more rich 
applications than ever before, there is a shift 
taking place in the type of network traffic seen, 
causing operators to rethink their backhaul 
needs as they move to an all IP architecture 
and next generation infrastructure. According 
to the industry pundits spoken to for this fea-
ture, operators worldwide are rethinking their 
network topology, especially with regard to the 
design and implementation of the last mile. 

For many service providers addressing 
this issue, the only way to ensure quality of 
experience is to densify the network by mak-
ing more cell sites available. As anyone who 
attended February’s Mobile World Congress 
can attest, we are at the dawn of the age of the 
heterogeneous network, or ‘hetnet’, whereby 
meeting future capacity demands depends on 
a clearly defined small cell strategy. 

MCI looked at femtocell technology in the 
last issue [see February 2011, 169] and came 
to the conclusion that small cells are getting 
bigger and vice versa—a phenomenon which 
raises some operational challenges. As Ben 
McCahill, director of mobile strategy at Tellabs 
puts it, the emergence of small cells and the 
shrinking size of cell sites means that operators 
are managing tens of thousands of node Bs 
on individual networks, a task which must be 
carried out regardless of vendor or technology 
type. “In fact, operators are now so focused on 
increasing network density we are moving to 
a model where our customers [the operators] 
say, ‘I want a base station delivered here and 
up and running in four hours or I’m not pay-
ing.’ They want a fast, scalable and efficient 
service. They just need to increase density and 
don’t want excuses about technology type,” he 
says. “Every time you roll a truck it costs money, 
so you’ve got to get it right on time, first time, 
every time,” he adds. 

With network operators in a transition 
phase, hybrid networks with 2G, 3G and even 
4G infrastructure, connected by different types 

of transport and additional data backhaul are 
the norm. It’s an operational nightmare, which 
is why IP is heralded as the saving grace and 
operators are moving to all IP networks faster 
than expected. But until the last 2G node is 
removed from the network—some time in the 
distant future—there will still be a complex 
mix of TDM, ATM, Ethernet and IP. In the 
meantime, prices for leased line and Ethernet 
continue to fall so economies continue to im-
prove, yet the amount of data going through 
the network also continues to increase as does 
the level of resilience required.

The consensus is that the best strategy is 
to deal with the tidal wave of data moving 
towards the core before it even gets there, 
by keeping it as close to the network edge 
as possible. 

Richard Lord, CTO of Altobridge, explains: 
“Typically, data from users’ handsets is encapsu-
lated in protocols then encrypted and sent over 
the backhaul. So we take part of the core network 
functionality and push it out to the cell site. The 
encryption terminates at the remote site, then we 
strip off all the cellular protocols to expose the 
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Sharpening  
the edges
Global internet traffic will grow by a 
volume of almost 50 per cent each year 
between now and 2015, according to 
Informa Telecoms & Media. This appetite 
for consumption will be whetted by online 
storage, peer to peer traffic and video 
consumption in the mobile space. The trick 
now is keeping the data deluge away from 
the core. 

By James Middleton
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raw IP data, so now we can start implementing 
optimisation or even caching that same data in 
remote locations.” For Altobridge, which plays 
exclusively in emerging markets, this technique 
works well as a method of keeping operators’ 
costs down, as users in remote communities 
are often looking at the same content—perhaps 
an online public noticeboard—and caching this 
cuts down on transport costs. 

Tellabs’ McCahill talks about the shift in 
operator mindset as a slow transition from 
network engineering to applications engineer-
ing that has become a common theme across 
the industry.

“Everyone’s talking about quality of experi-
ence for the user, not just in terms of ability 
but also response time in terms of individual 
applications and context and awareness of 
applications right out into the RAN,” he says. 
“You don’t want to bring the data all the way 
into the core then realise you should have 
performed some action on it further out in 
the access network.” 

A similar theme has been noticed among 

the customer requests to Juniper Networks’ 
head of carrier Ethernet, David Noguer Bau, 
which he puts down to a changing focus from 
technical issues to business issues. “It comes 
down to the core network and application 
complexity,” says Noguer Bau. “Networks 
were designed so that all the traffic went to 
the data centre. But that introduces costs, 
and very little traffic actually needs to go to 
the data centre. So we sit next to the Mobile 
Packet Gateway, where the traffic is aggre-
gated and turned into IP and we look at that 
traffic and decide whether it can go straight 
to the internet or if it has to go to the data 
centre. We can also analyse the data to see if 
there’s a way to optimise it there and then.” 

One by-product of this densification is the 
creation of more aggregation layers in the 
network, which will need to be fed by back-
haul capacity. “It comes down to a question 
of how many aggregation layers you have,” 
says McCahill from Tellabs. “You could have 
one, two or maybe even three layers. But it 
all depends on the pricing of leased lines in 

a particular market.” And this is where the 
backhaul players earn their bread and butter. 
According to McCahill, in the US it’s more 
cost effective to backhaul node Bs all the way 
back to the data centres. Yet in other markets 
its better to get off high-cost leased lines as 
soon as possible by terminating them at an 
aggregation point and using something far 
cheaper like Ethernet to take the data back 
into the core network. “From an economics 
point of view you terminate the expensive 
last mile as soon as possible. And from an 
operational point of view you can end up with 
a far more resilient network if you use a mesh 
topology, then if there is a fibre cut you can 
route around the problem and therefore your 
uptime is improved,” says McCahill. 

It’s not just the growing number of small 
cells in a network that require more and more 
bridges to the core, but packet data today tends 
to be very uncorrelated and bursty, which 
means it is very difficult to dimension a single 
link for it, as traffic requirements are all over 
the place. So the consensus is for a dynamic »  

Point to multipoint (P2MP) microwave 
“Operators are currently using point to point architecture in the last mile. but 
there’s nothing dynamic about that. It’s very inefficient, plus every other part of 
the network is dynamic; the radio access and core can redistribute capacity as 
needed. but when they make that last connection they forget all that and go for 
a dedicated link. We argue that they need to change this thinking and go for a 
dynamic P2MP option.” 

Lance Hiley, VP market strategy, CBNL

Wifi
“Fibre and copper are scarce, especially in urban environments. and you have to go 
a kilometre or two to get to the fibre point of presence. There’s talk of using lTE as 
backhaul but the problem there once again is spectrum availability. With microwave, 
if you have it deployed on corners with line of sight it’s ok but in the real world it’s 
probably in the middle of a block and lacking line of sight. also, street furniture 
moves. Ten degrees is a narrow beam for wifi, but you’re looking at half a degree for 
microwave. This is why operators are talking to us about wifi. With engineering we 
can get wifi mesh up to 100Mbps. Then we can run it in junk license spectrum like 
3.5Ghz or 1.3GhZ or whatever the country has available.” 

Steven Glapa, senior director of field marketing, Ruckus

Free space optics
“Traditional infrastructure such as TDM, E1, and microwave, is not efficient 
enough as backhaul requirements go up. You can’t keep stacking more radios on 
top of each other as, eventually, the model doesn’t work anymore. Our solution 
is to increase capacity without using additional spectrum, by using the optical 
not the RF portion of spectrum. There’s also no interference. Consider it a hybrid 
between fibre and microwave. Primary regions for deployment are urban areas  

as this is where capacity is needed, it’s of limited range so not really suitable for rural  
areas. however it’s cheaper in terms of cost per bit when you hit Gigabit requirements.” 

Andrew Grieve, CEO, Fsona

40ghz microwave
“We leverage two frequency bands, 40.5-43.5Ghz which was auctioned in 2007 in 
the uk to MbNl, uk broadband and Mll, which makes it more favourable for a Euro-
pean climate. The places where we deploy are probably already fed by large capacity 
fibre. but fibre is expensive and traditional P2P microwave is expensive, so we use 
P2MP to light up multiple endpoints and provide enough scalable bandwidth—up 
to 10Gbps. The spectrum we use really appeals to the regulators, which know they 
have spectrum in this space but couldn’t do anything with it as they didn’t have any 
technology available. a licence for this spectrum is 100,000 times cheaper than a 
nationwide 3G licence.” 

Shayan Sanyal, chief marketing officer, Bluwan

Satellite
“We focus on emerging markets and in particular the rural areas not connected 
by any other technology. Satellite bandwidth is expensive so we’re implementing 
data optimisation compression and DPI right out at the edge. We take local guys 
who install satellite systems and train them up on our systems, with the benefit 
that they know the local customs There’s a land grab for rural areas and revenues 
there are enough to pay for the equipment pretty quickly. If you’re the first opera-
tor into a remote community, you capture all high aRPu spend, all the business 
guys or those with some income, first. The aRPu in some of these remote sites is 
almost twice the national aRPu.”

Richard Lord, CTO, Altobridge

Backhaul: The options
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rather than a dedicated system, so as to avoid 
ending up with lots of whitespace, which is 
wasted resource. 

Carrier grade Ethernet is rapidly growing 
in popularity. Yes, networks are moving to 
all IP architectures, but that doesn’t mean 
you have to build an entire network using IP 
routers. Indeed, you only need it in certain 
places. Out at the edge the most cost effective 
and simple transport is Ethernet. In the eyes 
of Mervyn Kelly, EMEA marketing director at 
Ciena, it’s the unsung hero. 

“Use IP at the centre of the network but 
don’t take it to edge as it’s too expensive,” he 
says. “You can build a network and deliver high 
quality service with Ethernet as a simpler way 
of building mobile backhaul. It’s cheap and reli-
able and can be an enabler for the rest of the 
network. Base station deployments are large 
and complicated so you want the backhaul 
to be as simple as possible. Ethernet can be 
installed by an unskilled installer and is self-
configuring, which is of the utmost importance 
if you’re rolling out thousands of sites.” 

Make no mistake that the prefix ‘carrier 
grade’ is also of the utmost importance. As 
Kelly says, “this is where we’ve added car-
rier grade attributes to Ethernet—all sorts 
of features to make it service- centric and 
manageable. We’re moving from SDH, which 
was deployed many years ago, to packet opti-
cal and WDM, as well as from 10Gb to 40Gb 
and 100Gb, all of which is a mostly carrier 
Ethernet-based transition.”

In terms of transport, a few years ago, the 
desire was to connect all cell sites with fibre. 
But demand has outstripped the time avail-
able to make such upgrades and, while in a 

developed country it may still be more cost 
effective to get traffic onto fibre as soon as 
possible, given market economics, an opera-
tor is not going to lay 1,000 miles of fibre to a 
small town in Congo. Which is why they’ll use 
whatever they can get their hands on, as long 
as it is reliable, packet-optimised, scalable, 
and capable of very high bandwidth—perhaps 
up to 1GB per base station. 

There are plenty of options, and carriers 
are likely to use a good mix of all of them, 
depending on the market. We take a look at 
some of the front running technologies on 
the previous page, but as Ryanair has taught 
the world, it’s all about the operational ef-
ficiency and not just about capex and the 
latest technology. Bandwidth is increasing, 
yes, but it’s operational issues that are worth 
focusing on as the single biggest element in 
the budget. There’s a lot of network and traffic 
engineering going on, but as we move towards 
application engineering and look at how we 
treat applications in the network, well we’ve 
only just begun.  n

Networks are moving to all 
IP architectures, but that 
doesn’t mean you have 

to build an entire network 
using IP routers. 
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Taking it to the banks
big hitters like apple, Google, visa, the major carriers 
and vendors, financial institutions and the device 
manufacturers are making no bones about the fact  
that they see pay dirt in m-payments, m-commerce   
and mobile financial services in general. 

By Pamela Weaver

If this year’s Mobile World Congress high-
lighted a looming free-for-all between 
carriers, device manufacturers and ap-

plication developers/vendors, it’s fair to say 
that the mobile financial services landscape 
looks set to become a microcosm of the kind 
of power play you get when pretty much 
everyone involved believes they should be 
the ones divvying out the spoils. 

Wherever you look, someone’s talking 
about Near-Field Communications (NFC), 
embedded SIMs and who-knows how many 
m-wallets, platforms and solutions. With 
Informa research projecting mobile financial 
services revenues of $5.4bn by 2013, the big-
gest challenge right now seems to be finding 
and fine-tuning a business model. 

For real money to be made, it’s becoming 
clear that success hinges on the capacity of 
a very broad spectrum of service providers 
and carriers to play nicely together. And 
when you consider that at least two of these 
players—the banks and the carriers—have 
historically viewed customers (and the rev-
enue they generate) as ‘theirs’, it’s hard not 
to foresee a rocky road ahead as the telcos 
in particular look to achieve and retain a 
toehold in what promises to be a very lucra-
tive market.

Datamonitor analyst Gilles Ubaghs de-
scribes the recent upsurge in new carrier-
based services as a “land grab.” Pointing 
to ISIS—a mobile payments joint-venture 
between AT&T, Verizon and T-Mobile in the 

US—and Orange’s recent Orange Cash con-
tactless payment service in the UK, Ubaghs 
says that such initiatives are indicative of 
carrier efforts to mould the market to suit 
their own interests. “Carriers and manufac-
turers are shouting that their mobile market 
and technical knowledge makes them criti-
cal players,” he says, adding that financial 
services providers have a similar view of 
their importance in a burgeoning market. 
“Neither,” he says, “is likely to get very far 
without the other.”

Clearly, the mobile financial services 
market is highly fragmented. The state 
of play is mixed in most markets, with 
no clear structure or market leaders, and 
with no single player holding a dominant  
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position: As Ubaghs says, no universally 
agreed business model exists. Indeed Pankaj 
Gurati, CEO of mobile financial services player 
MoreMagic, believes part of the problem is 
that, in developed markets at least, there 
are even question marks over the demand. 
“This may be an extreme statement, but in 
the developed world, mobile payment is a 
technology that is waiting to define a problem. 
It’s struggling to find something it can be a 
solution for,” he says. 

Things are different in the developing 
world, where mobile banking and payments 
services have become the poster child for 
what’s possible. And here, most observers 
believe that the carriers have stolen the 
march on the banks. Phil Serrell, mobile 
business development director at banking 
software developer Temenos, says they’ve 
achieved this “largely through their ability 
to effectively assign an account to a mobile 
phone and also through distribution outlets.” 
For Serrell, banks in developing countries 
“have probably been a little bit arrogant,” 
requiring relatively large sums of money to 
be deposited before a new account is opened. 
Now that they’re losing float money to the 
carriers, he says, “they’re starting to look at 
how they can compete against this and it’s 
a challenge.” 

The key opportunity for carriers in de-
veloping countries has been their ability 
to manage the Know Your Customer (KYC) 
process in a branchless environment. With 
Safaricom’s sector-defining M-Pesa service, 

for example, everyone proves their identity 
using ID cards and an address. “Instead of 
just buying a pay-as-you-go card, they’re 
doing KYC on everyone who’s a Safaricom 
customer. That’s very powerful,” says Ser-
rell. Banks launching mobile services in the 
branchless environment still face the KYC 
challenge when people who aren’t customers 
want to transfer money.

In developed markets, where mobile fi-
nancial services are something of a scratch 
looking for an itch, it seems that the humble 
SIM card represents carriers’ best chance of 
pulling back ground gained by traditional 
providers like the banks and card issuers. 
Pankaj Gurati believes initiatives like ISIS 
are six to eight years off the pace, leaving the 
carriers involved with a lot of ground to make 
up in the US mobile financial services market, 
where innovation has been hindered largely 
by the inability of the banks and carriers to 
agree to share the customer. 

With banks arguing that it was already 
their payment customer and the carriers 
clinging to the security aspects of the SIM, the 
formation of the ISIS m-commerce network 
by AT&T, Verizon and T-Mobile last year had 
“It’s my ball and I’m going home” written all 
over it. The carriers partnered with Discover 
Financial Services and Barclaycard USA to roll 
out their own national payment infrastructure 
based on NFC technology in an effort to play 
the banks—many of which had been piggy-
backing on handsets using microSD cards—at 
their own game.

In the absence of any clear business 
model, contactless payment using NFC is 
sitting very high on the mobile financial 
services agenda, particularly for carri-
ers trying to re-assert their importance 
in the food chain. It’s even received the 
blessing of industry body the GSMA; this 
year’s Mobile World Congress was awash 
with NFC-related announcements. But the 
problem with seeing NFC as some kind of 
secret sauce that can help keep the carriers 
relevant in the mobile financial services 
world is that it’s based largely on the as-
sumption that the secure elements of the 
technology will be embedded onto the SIM 
card—about the last place left in the mobile 
money landscape that the operators can 
hope to control.

But even that’s looking shaky. At the time 
of writing, RIM was reportedly ready to lock 
horns with the carriers over its rumoured 
plans to embed vital payment information 
onto the Blackberry phone itself, sidestep-
ping the SIM and, indeed, the operators in 
any transaction. Reports that Apple won’t 
ship the iPhone5 with NFC, as had previous-
ly been anticipated, are adding to concerns 
that yet another big money maker is going 
its own way. And having struggled for years 
to find a way around the Mountain View 
behemoth and its revenue-hogging ways, 
carriers aren’t likely to be cheering the ad-
vent of NFC-enabled payments from Google. 
Or a Google-developed wallet, both of 
which have sparked ‘discussions’ between » 

In the UK, O2 has announced that it will definitely be applying for an e-money 

licence, which will allow it to act as an independent financial services provider, 

sidestepping any need to partner with a bank. Following on the heels of the 

carrier’s O2 Wallet and O2 Money initiatives, MD of Financial Services James le 

Brocq says that licensing is “the next step in us recognising that we have the 

capabilities to bring mobile financial services requirements in-house and do them 

ourselves.” O2 entered the prepaid card market in partnership with RBS NatWest 

in 2009 and claims that over 800,000 customers use their financial services 

offering, which includes device and travel insurance.

Le Brocq says that the e-money licence “would give us greater control over 

the prepaid payments value chain, giving us the flexibility to create propositions 

and products for our customers without having to go to a third party and ask 

them if it’s all right.”

O2’s application has not yet been submitted because the Financial 

Services Authority (FSA) is not currently accepting applications under the 

second e-money directive, but le Brocq says that the regulator is fully aware 

of the carrier’s plans and they have been in communications with them. O2’s 

intentions are clear: having previously taken the bank partner route with RBS 

NatWest, le Brocq says that the banks’ need to focus on core strategy rather 

than “nascent financial services opportunities with mobile operators” gave 

the O2 the impetus to think differently about their own financial services 

strategy, part of which includes expanding an already 30-strong financial 

services team.

While the operator waits for its licence, le Brocq says it will put in place a 

sponsorship-type arrangement: “I have an organisation in mind that can do that 

for us, which is not necessarily a high-street bank.” Be that as it may, O2 isn’t 

looking to completely cut itself off from the banks. “The vision for the O2 mobile 

wallet is one that absolutely welcomes having the cards of other banks and 

issuers,” says le Brocq. 

The O2 Wallet will hold money in a virtual wallet, allowing users to make 

purchases or send money to others using their mobile phone. The carrier will be 

hedging its bets on the installation front: “We’d be looking to pre-install it,” says le 

Brocq, “but equally, I think it needs to be available as a download.” O2’s contact-

less payment strategy is slated for commercial launch in the second half of 2011.

O2 takes the e-money licence plunge
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When it comes to mobile financial services, the devel-

oping world is leading the way on the innovation front, 

in many cases offering carriers a ready-made blank 

page that neatly allows them to sidestep the banks’ 

traditional dominance of the ecosystem. MTN’s Mobile 

Money solution, rolled out in partnership with Funda-

mo, has been deployed in 20 countries globally, many 

of which had little infrastructure. M-Pesa, meanwhile, 

has become the mobile bank of choice for over 6 mil-

lion Kenyans who conduct 2 million transactions a day 

via Vodafone affiliate Safaricom. BICS – a joint venture 

between Belgacom, Swisscom and MTN is collaborating 

with the Microfinance International Corporation (MFIC) 

to extend the pair’s payment networks using BIC’s 

HomeSend global hub, which allows operators to offer 

international remittance services to bank accounts in 

90 countries in the developing world using only mobile 

phones and any type of funds, from airtime to cash. 

By way of contrast, leading US m-banking 

provider Bank of America currently has 1.5 million 

subscribers. The numbers in America are expected 

to grow to 86 million by 2015, with 115 million 

European users signed up by the same time. 

According to Datamonitor, European m-banking is 

very much in the early stages, driven largely by 

convenience and value-add rather than revenue 

generation.

 Google and the major card issuers as well 
as some of America’s larger banks. 

With the first Android NFC smartphone 
(Samsung’s Nexus S) already on the market and 
sporting both an embedded chip and support 
for NFC apps on the SIM, it remains to be seen 
how things will pan out once the APIs for NFC 
card-emulation mode (not yet part of Android) 
start shipping. Similarly, the reality that many 
American banks are already stepping around 
carriers, using mircoSD cards to carry the secure 
aspect of mobile financial services looks omi-
nous. Bank of America is trialling a Blackberry-
only microSD NFC card that works wherever 
Mastercard’s PayPass system is running. 

Visa’s head of Mobile Bill Gajda, previously 
chief commercial officer at the GSMA,  said his 
new employer took a similar microSD route 
with manufacturer DeviceFidelity because “we 
didn’t see handset manufacturers committing 
to volume and we wanted to get people started 
using existing handsets.”

For MoreMagic’s Gurati, the carriers’ big-
gest problem is a lack of creativity: “New 
billing relationships are being set up and 
operators are going to have a very hard time 
clawing their way back to relevance.”

If NFC can effectively turn a handset into 
a credit card, there’s still the issue of sorting 
out who makes the money on transactions—a 
riddle wrapped inside the broader enigma of 
mobile advertising revenues, which are the 
real killer app for NFC technology. If the car-
riers have spent the broadband years battling 
to work out a way to inveigle themselves into 
the lucrative content and advertising space, the 
location-based possibilities opened up by NFC 
look set to be a nightmare, especially if the likes 
of RIM, Google and Apple get to call the shots. 

Google and Apple are unlikely to be looking 
to launch their own payment or financial ser-
vices programmes, but by making themselves 
the key brokers of any relationship between 

consumers and merchants, it’s almost certain 
that the carriers will be the ones who get 
sidelined. Small wonder, then, that former 
CEO Eric Schmidt waxed lyrical at the MWC 
2011 about the “mega-scale opportunity” that 
NFC-enabled smartphones represent. 

For the operators, it looks like learning to 
accept a smaller role based around convenience 
fees (in addition to revenues they can generate 
through issuing their own cards or loyalty 
schemes) will play a significant role in how 
they can survive in a mobile financial services 
environment. Visa’s Bill Gajda says that when 
an operator adds value to a transaction, they 
should be compensated, whether by allowing 
space on a secure SIM card, adding specific se-
curity elements or even location-based services. 

“Operators had to get over the notion that 
distribution and user numbers somehow enti-
tled them to gain from a transaction, even when 
they’re not involved at all or adding any value,” 
he says. “They’ve come to the realisation that 
the SIM rental model can be well established 
and if they can add value around transactions 
or create their own services around payments, 
that’s really how they’re going to make money 
from mobile financial services.”

Given the amount of money that carriers 
have had to invest in rolling out the infra-
structure that makes these services possible, 
the opportunities inherent in the kind of 
customer data that only carriers have ac-
cess to is an area for growth. Gurati believes 
operators need to start looking at the value 
of each bit, whether it’s a money transfer or a 
ticket purchase. “In each of these cases, there 
is a unique and separate opportunity for the 
operator to participate in the value of the 
transaction.” It’s fair to say that the operators 
have largely woken up to this reality. Whether 
they’re too late to join the financial services 
party remains to be seen, but 2011 looks set 
for a major tussle for control. n

The developing world: where the mobile financial services action is

new billing relationships are 
being set up and operators 
are going to have a very 
hard time clawing their way 
back to relevance.

32-35_MCI170.indd   34 01/04/2011   12:33



Untitled-2   1 04/04/2011   10:42



36 Mobile Communications International | First for news, best for business

the informer

talkin’ ‘bout fourth generation
LTe is causing a big sensation

As the powers that be chew over the 
proposed merger of AT&T and T-Mobile 
USA, the smaller US players are seeking 

safety in numbers. The NetAmerica Alliance 
recently announced a partnership with Ericsson 
that will see the rolling out of LTE networks 
in American rural markets. The Alliance is a 
standalone organisation that brings together 
small, independent LTE licence holders in rural 
America, in an effort to create a nationwide 

4G partnership capable of wielding similar 
economic influence to that held by larger 
carriers.

The partnership with Ericsson will see the 
building and deployment of a shared LTE 
network in smaller markets and rural areas. 
According to Ericsson’s Arun Bhikshesvaran, 
this is a new type of LTE deployment that 
makes it possible for, “smaller operators to join 
together to deliver cost effectively the same 
mobile broadband services available in major 
metropolitan areas.”

There are currently 225 rural Advanced Wireless 
Services (AWS) or 700MHz spectrum licence 
holders in America; according to NetAmerica CEO 
Roger Hutton, three of these have already agreed 
to pilot trials beginning in April. A further 60 are in 
discussions. For the immediate future, the plans is 
to offer data services only—voice over LTE support 
is expected early in 2012. One step closer to carrier 
status for Ericsson.

Not unlike wholesale gambler Lightsquared, 
which has announced two of the customers 

to which it was making coy reference back in 
February. One of these is electronics retailer 
Best Buy, which plans to resell 4G connectivity 
under its own brand. Best Buy owns a share in the 
Carphone Warehouse operation in Europe, with 
the two firms co-owning a European consumer 
electronics retail business, and the firm is clearly 
looking to integrate mobile service into its mix.

The other customer is one-time Qualcomm 
baby Leap Wireless, which offers service under 
the Cricket brand. Lightsquared has undertaken 
not to sell beyond a certain amount of its 
capacity to US market leaders (until now AT&T 
and Verizon) and the AT&T/T-Mobile deal could 
well impact its potential market.

Moving on to the UK and regulator Ofcom 
finally got around to formalising some its 
spectrum allocation process for 800MHz and 
2.6GHz. While the spectrum will be auctioned 
on a technology-neutral basis, it’s hard to see 
it being used for anything other than LTE. The 
auction is scheduled to begin in the first quarter 
of 2012, and Ofcom will be imposing caps on 
spectrum acquisition in a bid to maintain the 
number of networks in the market.

The regulator said: “There would be 
significant risk to national wholesale competition 
if there were fewer than four national wholesale 
competitors with credible spectrum portfolios 
for providing higher quality data services.” But 
the Informer finds himself wondering how this 
can be maintained. Orange and T-Mobile are 
hardly going to bid as competitors, as Everything 
Everywhere would own it all anyway. With 3UK’s 
network now part of the MBNL JV with T-Mobile 
out of economic necessity, it’s impossible to see 
how it would be able to go it alone with a 4G 
deployment—so any spectrum won by 3 would 
probably end up in the same pot as that taken by 
Orange and T-Mo.

So is there an opportunity for a wholesale 
newcomer to enter the UK market à la 
Lightsquared? Not likely, given the size of the 
market (after all, there’s no guarantee it’s going 
to work in the US…). All current indications 
are that the UK has too many networks for the 
market to sustain anyway, otherwise why all 
the net share and consolidation? Still, Ofcom 
gets to pitch its pro competitive stance in the 
meantime. n

Join the debate
A round-up of recent reader comments from 
the industry leading website Telecoms.com. 
Get involved in the discussion at  
www.telecoms.com/join-the-debate/

Well not any device… Only HP devices, 
but I agree I like the idea, and the new 
CEO. The old one was about cost cutting, 
and trying to get laid. The new one is 
about innovating, and avoiding being 
subpoenaed to court.

Nimer55 on HP CEO, Leo Apotheker’s 
announcement to put webOS on every PC, 
printer and phone the manufacturer ships

Next Gen OSS/BSS are not just about 
integrating OSS/BSS. Integration is a 
common sense which if not done, any 
solution will have adverse Time-To-
Market impacts. Whats is also required as 
Next Gen OSS/BSS is a business process 
model/engine which can drive the fully 
integrated stack.

jatin chauhan on the new a generation of OSS/
BSS environments 

The introduction of BTS-on-a-chip 
solutions made macro base station 
hardware prices fall off a cliff. So typical 
macro gears are expensive (still) not 
because of the hardware but because of 
the telco-vendor-style over-complicated, 
non-transparent usage-linked software 
licensing models. You pay a 3×3 GSM/
HSPA/LTE combo on an “ultra competitive 
price” but when your traffic grows you 
end up spending many, many multiples 
of that initial CAPEX on channel element, 
carrier, concurrent users, HS codes, 
RNC throughput, features, you name it 
software licenses.

The key selling point of small cells will 
be to eliminate the risk of such “CTO bill 
shocks”. A winning recipe proven by IP 
vendors entering the PS core arena and 
challenger gear makers of the macro RAN 
market. 

Pal Zarandy on the femtocell boom

Smaller LTE carriers are catering to the rural US

Keep up to speed on 4G at the LTE World Summit, 17-18 May, Amsterdam  www.lteconference.com
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