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Manek Dubash
We're going to be talking about LTE.  How can the carriers make money out of it?  I'd like to ask Adeel Najam from Frost & Sullivan to come down.  And his panel, please, come to the stage.  LTE, better LTE than never?  
Adeel Najam - Frost & Sullivan
Thank you.  My name is Adeel Najam.  And I cover the core and wireline technologies at Frost & Sullivan for the Asia Pacific region.  I'll be chairing the debate session on LTE.  The participants are Angus from Spirent Communications and Dr. Ray Owen from Motorola.  
What I'll do is I'll start off with a quick presentation on LTE, just a few trends, how the market is moving.  And then we can start the debate session.  This is the first slide.  We're moving towards a connected world.  Here’s comes our third participant for the debate Amir from Exalt.  As I was saying, we are moving toward a connected world.  And there are three key drivers pushing this.  The first one is actually the increasing capacity and capabilities of both the network and also the devices.  And then we're also getting increasing capability of data encoding and modulation schemes to carry a greater amount of data.  
Then the next key driver is the changing consumer patron.  So basically consumers are now doing more of anytime, anywhere consumption.  They're getting their entertainment or their data online, on the move, on the go. And they're also consuming blended services.

And the last driver for a connected world is actually ubiquitous behaviour.  This is being pushed by new business plans by service providers.  They're offering flat rate plans or unlimited data plans.

Moving on to the next slide, here what I want to talk about is that for a successful mobile business, the provider needs to manage the cost-per-bit.  On the left slide of the slide, you can see the usage per month in megabits per second for different usages.  For example, for the current mobile broadband, it averages about 1.5 gigabits in a month by a user.  In the developing markets for fixed broadband, consumption is 4 gigabits in a month.  And in developed market, it's about 10 gigabits per month.
Now what's happening is that in the next two to three years, what we expect is that mobile broadband usage is going to reach fixed broadband usage, actually.  That is going to be pushed by technologies like HSPA+, LTE, the capability will be there.  And then the user demand is increasing.  Also, the packages being offered by the providers, unlimited packages, flat-rate plans.
Now with this trend, what is actually happening is that there is a lot of pressure on the backhaul networks. So the pressure on the backhaul networks can increase up to about 15 times.  And the providers need to take this into consideration in planning the network.

This slide actually gives an overview of three different kinds of markets.  And how does wireless broadband and LTE play in these three kinds of markets?  First one is, of course, emerging markets like Vietnam, China, India or Sri Lanka.  So in these markets, it's actually about getting more people online.  The hosted broadband penetration rates in these markets, it's lower than 5% to even lower than 4%.  And wireless broadband, HSPA+, LTE, will actually help more people get online.
Then we have the transition markets, between developed and emerging markets.  In transition markets, what is happening actually is that the incumbents are actually pushing wireless broadband to increase their efficiency and deliver broadband services more efficiently because in some of the rural areas, they won't have to deploy fibre in the local loop.

And then we have the developed markets, markets where the fixed broadband penetration rates are already around 70% to 80%.  So in these markets, it's about anytime, anywhere consumption by consumers.  At home they use fixed broadband.  But on the go, they use mobile broadband.  
This slide actually is a snapshot of the timelines for LTE.  At the end of 2009, we saw the first deployment of LTE, commercial deployment by TeliaSonera in Sweden.  But the first network deployments are actually taking place this year.  And the first network launches are expected in 2011.  And then we see more momentum being built in 2012.  Now there is some debate that because of HSPA+ or even EVDO, wider deployments might even be pushed until 2013 or even 2015.  
This is the last slide before we start our debate section.  This is a quick snapshot of just some of the operators that have adopted LTE.  You can see it's both from the GSM operators as well as CDMA operators.  And it's from Europe, North America and Asia Pacific.  This is not the complete list.  

Now we can start the debate session.  The first thing I'd like to discuss is, with increasing speeds available with HSPA+ and also EVDO enhanced, some operators are now having to think about should they go for LTE or should they go for HSPA+ in the time being.  What does it mean for LTE deployments?  Is it going to push it further down?  Maybe Angus, do you want to talk about this first?

Angus Robertson – Spirent Communications

I think that there's definitely life in HSPA and HSPA+.  According to the GSMA, 85% of HSPA operators will be going to HSPA+, as opposed to going directly to LTE.  And there's significant advantages of this, as you have an upgrade to your existing network, as opposed to deploying a whole new network and buying new spectrum to support that.  So it's significantly cheaper.  And HSPA+ offers lower latency, higher bandwidths, and also better spectrum efficiency.  So you can get much better performance from HSPA+ and not have to spend nearly as much money.  
So I think that we're certainly going to see operators deploy HSPA+, as opposed to going directly to LTE.  An example of this is AT&T in the U.S.  Until very recently -- I think it was just a few weeks ago -- AT&T was planning to go directly to LTE.  However, due to the requirements for data throughput, brought on partly by the iPhone, or largely by the iPhone, AT&T has announced that they will be upgrading their HSPA network to HSPA+.

Adeel Najam
Okay.  How much do you think LTE deployments are going to be pushed, because previously, people were saying we can see some significant amounts of deployment in the 2013 timeframe?  Is that still on or is it pushed further down?

Angus Robertson

I think we'll continue to see a lot of activity in the LTE space.  Certainly most large operators have LTE trials going on and will be deploying LTE in some capacity.  However, in terms of seeing a fully-integrated, fully-scaled LTE network deployment, it's going to be many, many years, at least 2015 and beyond.

Adeel Najam
Another thing for LTE is the backhaul part?  When you go for LTE, the usage throughput, is actually, up to 100 megabits per second, is going to just skyrocket from 3G or even increase a lot from HSPA+, so the operators are concerned if their backhaul can support it or how much they'll have to spend on it. Maybe Amir, what do you think about this?

Amir Zoufonoun - Exalt Communications

Yes, what we're finding with the operators is that they are quite concerned, first of all, about the backhaul capacity in the network.  And more importantly, they're going to split the cells, quite often, into perhaps 10 or even more -- a factor of 10 or more cells per current cell site, which means that if you take the capacity, let's say, 10 times to 100 times what we have today on the backhaul network and multiply it by the number of nodes that you're going to create, new nodes, you're going to get a ratio of 100 to 1,000 more capacity per current cell site.  So that's a tremendous load.  
And we're talking about bringing the cost per bid down.  So obviously you can't use previous technologies because they're just not scaleable.  So they have to look for new ways to handle this capacity load.  And what's going on at the same time is that due to advent of technology and Moore's Law, the cost of some of the technology that can handle these capacities has come down on an exponential curve.  
And today, you can make connections at much, much lower cost than in the previous generations.  And microwave has become a strategic piece now in the discussions about handling the capacity, so operators are looking at fibre versus microwave and sometimes a hybrid approach with fibre coming in and then branching out with microwave.  They're finding out that they have to upgrade every piece of the backhaul network with either fibre or microwave, because copper cannot handle the capacity anymore.  So everybody is in the midst of putting their plans together, how they're going to achieve these types of bandwidths in the backhaul network.
Adeel Najam
With microwave, you can bring down the cost of backhaul.  And I think the right approach would be, depending on the topology, a mix of fibre and microwave to get the right network.  But the thing is, backhaul is very important because operators need to be able to support that surge in bandwidth to truly take on broadband.

Now another key issue for LTE is actually about the business case, actually about making money from it.  There's a lot of debate about how to actually monetize the network, what kind of applications are needed.  Even on the fixed side, we have seen some operators, for example, like HKBN in Hong Kong that are even offering 1 gigabit per second to the consumer.  But there aren't any applications or services, really that can monetize that.  So similarly, in LTE, the theoretical speeds of 100 megabits per second and the speeds going up, when operators do all this investment, how to actually make money from it.  Dr. Ray, do you want to add something to this?
Dr. Ray Owen - Motorola
Yes.  I think in the mobile industry, we face a significant challenge in that some of the new smartphones and some of the traffic going across mobile networks has increased drastically in the last few years.  But unfortunately, the revenue hasn't scaled with it, mainly due to flat-based fees.  So the challenge becomes, how do you now try and monetise some of this increased traffic, because it's not working at the moment.

So actually, I couldn't disagree more with the previous comment on HSPA+.  When you look at networks around the world, what you see is that users are willing to pay for content.  They are willing, to a certain extent, to pay for quality.  But they're not willing to pay for limited download plans or a significant premium over fixed services when it comes to mobile.  So it leads you to the conclusion that really, as a network service provider, if you can't add value and content, which has been an issue for most network service providers, you need to add value in the quality of what you're providing.  And that's why I believe that some of these incremental upgrades to 3G networks are really playing around at the side.  
If you look at it, LTE is a requirement, simply because it does drastically lower the cost to be able to go and provide a much bigger pipe and therefore give you users a much, much better quality of service.  So I think, as with the rush to get smartphones out and that increase in traffic, the rush to get out LTE networks will be a lot, lot faster than most people expect.
Adeel Najam

So when do you think the timelines, we'll see when there are -- I wouldn't say most of the deployments are LTE, but significant LTE deployments start coming in?  We're already seeing some of the initial deployments going this year.  And one has already launched, but some of the first networks will probably launch by next year.  So when do you see operators actually going from HSPA+ to actually doing a lot of LTE deployment?
Dr. Ray Owen

I think one of the most significant LTE deployments that we'll see in the next few years has to come from, in this region, probably China.  There are one or two operators in China that have no 3G spectrum at all.  And I would expect that with the rise of the smartphone in China, we'll be starting to see some LTE network launches very shortly.  And remember, China is an extremely significant player in the mobile market. And I think that will help spur on a lot more LTE deployments around the region.

Adeel Najam

Are there any pain points operators need to consider when upgrading from HSPA or even going from EVDO to LTE?  Anyone?
Dr. Ray Owen

Obviously LTE is a new technology.  There is no question about it.  It's a new era interface for many.  But there are a lot of commonalities between the core.  It was designed around a 3G PP network, so there are a lot of commonalities in how you upgrade.  What I would say is that there is pain there, but there is also gain.  And the operator that provides the best user experience, in my belief, is going to be the operator that survives here because content, in itself, is a very, very hard thing for an operator to monetise in a network today, when you look at most of these phones driving this content are driven from the Internet world, the Googles, the Apples.  So really quality is where an operator needs to be.  I think that that's where monetisation will occur very quickly in differentiation of operators.
Adeel Najam

The device strategy is also a key thing for LTE.  And GSM is a mature technology.  We have standard handsets, no problems in roaming.  So what is the vision on handsets?  Are they catching up with the network?  Are handsets available, for LTE to truly become a success?  Angus, what do you think about that?

Angus Robertson
I think that it's a challenge for the handset manufacturers, because with the advent of LTE and additional spectrum, a smartphone or a handset that supports LTE will have to also support 2G and 3G technologies.  So in addition to backwards compatibility, the handset will also have to support many bands, perhaps 25 different bands in the extreme case, and of course multiple antennas because of [my mode].  
So getting all of that technology into one handset and still maintaining that good customer experience, in terms of roaming to a different provider or different country and switching to a new band or switching to a different technology and doing it in such a way that the speed is quick, and response is fast and the services are still available, is a significant challenge.  And in testing that, Spirent supported recently with an analyst group, Signals Research, with HSPA+ handsets -- there are about 30-plus HSPA handsets available or devices available today.  We found wildly varying performance levels.  So there wasn't anywhere close to consistency in the performance between those different handsets.  So even in the HSPA+ world, we're seeing quite a variance in the user experience.  And we're going to have to see some level of consistency and maturity there before end-users are going to feel comfortable in using the technologies and operators are going to be successful.
Adeel Najam

Another thing with LTE is voice.  Some operators are concerned when LTE will be fully ready to support voice on its own.  And what operators say is that it won't be very efficient if they have their LTE network for data, and then they have to maintain their 2G or 3G networks to support voice.  The correct way of going about it is to have a simplified network.  What do you think about it, Angus?  Where are we going?
Angus Robertson

Voice presents a big challenge, again, for the operators because I think many operators today, even though it depends on what kind of operator you are, but perhaps 20% of your traffic is voice. But that's 80% of your revenues.  And one of the dreams of LTE is you have a much simpler all IP network with lower latency and higher bandwidth.  So applications like Skype and mobile voice become much more capable and realistic in that kind of environment.  And so there's a real risk for those operators in losing that voice revenue in that all-IP, low latency kind of mobile network.

In addition, the standards around IMS or voice over LTE haven't been fully realised yet and won't be for some time.  The GMSA, at this point, has acknowledged that circuit-switched fallback will be the standard for LTE in the short term.  So that means that operators who are deploying LTE will have to maintain a packet and a circuit-switched network.  So there is certainly cost associated with that.

Adeel Najam
Ray or Amir, do you want to add something to it?

Dr. Ray Owen
Maybe I have a bit of a controversial view on this, but I think we've seen this before.  We've seen this with the fixed-line network.  If you remember, 15 years ago it used to cost you $4 or $5 a minute to call the U.K. from Singapore and now it's cents.  And in fact, for many people, it's not actually free but they perceive it's free by using Skype or clients.  And suddenly the fixed line went from being a [inaudible] network which was driven by voice revenues, which has slowly been declining, have been supplemented by ADSL and broadband connections.

So my controversial view is that I actually think mobile networks are going the same way.  If you look now, voice is another application really.  If you start now moving the mobile networks and where the majority of the revenue is driven by voice today, we start adding new technology, which adds much higher speeds, enabling some of these over-the-top services to be able to run on it, I can see the day that you'll be paying a flat fee for your data service.  And voice will be a very small part of our networks' revenue.  It's a long time coming.  It will be quite a way out.  But you can't stop what's going on in the industry. And I think that is currently the trend that you're seeing with this data growth.  And I think that's something that mobile operators will be prepared for.  And we've seen it before with the fixed line networks.  And we'll be able to manage their network as a data broadband network in the years to come.
Amir Zoufonoun

I absolutely agree.  Today I have a plan which I love, from PCW.  I have a BlackBerry.  And I pay flat rate for data.  I pay $100 U.S. a month, roughly.  And I have global roaming, unlimited data on that plan.  And what's expensive for me is the voice, when I'm in a different country.  So as soon as I get that Skype on the BlackBerry, then I'm ready to go.  And the challenge, as we heard from service providers earlier in the week is for service providers to find ways to partner with those content delivery companies, perhaps like video, to generate those new service offerings and start to generate new revenue streams.
Adeel Najam

The last point I'd like to touch upon is in the emerging market, LTE is actually a way of getting the next million subscribers, getting up the broadband penetration rates.  And there's a huge opportunity.  But in the developed markets where there is fixed broadband penetration already of 70% to 80%, where is LTE really going to play?  Is it just going to be broadband on the move, for people to supplement their fixed broadband connection?  Or are there chances that it can even substitute fixed broadband service?  Ray, what are your views on that?
Dr. Ray Owen

Yes, I sort of disagree with one thing you said there.  You said the next million.  It's the next few billion, actually.  We have a pretty major problem.  We've been through a generation of mobile growth.  But what we haven't been through is a generation of broadband growth, especially in the emerging market.  And that is a very significant problem.  So wireless, I think, is unquestionably one of the major technologies to go play in the emerging market broadband arena.  Whether LTE can do that today, I think is very questionable because it takes time for technology to create an ecosystem that is affordable in some of these emerging markets.  And I think that will take some time.  But there are other technologies out there, wireless technologies today, that will do that, things like WiMax. 

In terms of does LTE play in broadband in the developed markets, again, that's a very interesting question because each country is different.  If you look at Australia, for example, I would say wireless must play a role in broadband because there is just no way you're going to connect fibre to every single home in Australia.  It's just a geographically very diverse area.  That's not there.  The U.S., actually, surprisingly, is another example of that, where it's not economic to roll out fibre, even in the next 10 years, to some places in the U.S. because they are so remote.  So I think it does play a role.  Whether it plays a role in Hong Kong or Singapore, I very much doubt, simply because of geography.  
But what I do know is that most service providers today are not rolling out new copper twisted pair lines because it's just too expensive.  It's actually much cheaper to roll out fibre.  And if you've got countries like Australia -- I don't know what the latest figure was, but it was 43 billion at one point.  I think it's down at 20-something billion, rolling out fibre to 20 million people -- there is just no way most countries are going to be able to roll out fibre to everybody.  And I think that's where LTE will play a role in the developed broadband connection market, very significantly and very quickly.
Adeel Najam

Yes, I think you're right.  And of course there is a huge opportunity in the emerging markets.  The broadband penetration rates are still below 5%, the household broadband penetration rates in most of the markets in Asia Pacific.  I'm talking about the emerging ones.  And in the developed markets, it's going to be more about complementing your fixed connection.  Even though in some of the Scandinavian countries, we have seen a little bit of substitution by mobile broadband.  But predominantly, it's going to be a complement..  Anybody want to add anything?
Amir Zoufonoun
I think in the near term, that's absolutely true.  With the developed nations, I think besides technology, there's another factor, and that's technology adoption cycle, which has to do with generations. And this age group, we're sitting here.  We're thinking that it would be great to have something that we can roam around with, maybe a connection to our laptop, maybe a USB type of a device or whatever, and be able to connect to the network at very high speeds, such as what LTE promises, anywhere.  
But our kids are going to expect it, just like we now expect our phones to work for voice, anywhere we go.  You just don't even think about it.  In fact, we all get really upset if our phones don't work.  We want anywhere availability of the voice network in a mobile environment.  The same thing is going to happen with very high speed data.  Our kids are going to expect it.  So it's just a matter of time.  And technology, in my opinion, is going to be there when that happens.  It's definitely on an exponential curve.

Adeel Najam

We have a few minutes now for questions.

Manek Dubash
There are a couple of issues, maybe broader issues, like allocation and regulation of spectrum space, and the limitations in broadband roaming.  I would like you to address those issues.

Adeel Najam

Spectrum-wise, operators are trying to get lower frequencies for LTE because that is more efficient.  And roaming also is very crucial for LTE as standardisation happens.  Angus, would you like to add something to it, on spectrum and roaming?

Angus Robertson.

Yes, I agree.  I think that's right.  So we've seen the 700 megahertz band become available in the U.S.  And recently, it looks like the TD spectrum in Europe has become available for LTE as well, potentially.  So one of the advantages of lower frequency spectrum is in the rural areas where you get greater propagation and there's considerably less money required because you don't need as many base stations to reach a wider coverage.  So there are certainly advantages there.

Charles Moreira - Comm & Tech Asia
I was actually very interested in what, Dr. Owen, you said earlier about content because everybody has been pushing.  In Malaysia particularly, a lot of people are saying content is king.  It's going to be the driver and we've got to get content over all this broadband network in order to get people to use it.  But it doesn't seem to be coming apart.  I'm very interested in what you had to say, that it's been very hard to actually make money from content.  I'd really love if you could elaborate on that a bit more, if there is time.
Dr. Ray Owen

Let me clarify what I said, and for the press as well because I don't want to get in trouble with my boss.  Making money out of content, there are people doing that.  People will pay for content. There is no question of it.  I think one of the issues that is being faced by network service providers, if you look at where we came from in the mobile Internet, it was originally this idea of a closed, walled garden where the content was controlled by the network operator.  
What is clear to me is that if you look at where the growth is occurring, a lot of the growth that's occurring on some of the smartphone networks, that content is driven by a different set of people.  It's driven by the Googles, the Apples.  So in effect, I think the significant change that we're seeing is that the Internet content is coming to mobile, rather than having the mobile operators having their walled gardens of content that they can provide.  Now there are a number of exceptions to that.  Look in Singapore.  StarHub is a great example of a multi-play provider that's providing content over the three platforms.  However, I would say that they probably have a lot of content coming from the Internet in general as well, running over their mobile networks.
So my view is that really, if you look at monetising the Internet, it think there are two ways to do it.  One is through content.  And that's a very tough proposition for a network operator or service provider.  And a second one is through quality of those network connections that you provide.  And I believe that's a much easier way for a network operator to try to monetise what they're doing.  And I think that does have some very significant implications because it means, in many instances, the content providers in the future may need to work with the network operators in order to be able to go provide the quality for the content they want to be able to give.

Angus Robertson

That's a good point.  I think one of the observations I made earlier in the week was that on some of the video discussions and panels, there was an agreement that there's a certain performance or quality level that video reaches that suddenly becomes acceptable and usable and embraced.  And going to Ray's point, once the network is able to reach that level of quality and performance, then it gets interesting.  
I think in the NetEvents Service Provider Summit, another thing that emerged which was very interesting is that some of these Web 2.0 companies have been very successful in monetising content, such as Salesforce.com, Skype, Google Apps.  And there is opportunity for the telcos to partner with these companies because telcos have some advantages in terms of localisation, billing.  And we're starting to see that.  For example, Verizon is partnering with Skype.  Also, we see some other examples of Salesforce.com working with various operators. So that seems to be an interesting theme and an opportunity, both for telcos and these Web 2.0 companies.

Dr. Ray Owen

I just want to add, because I've been listening to some of the video.  I can't remember the name of the company before.  What was it called?  Video Air.  One thing I find very interesting is most consumers don't want to pay for their own content they generate.  And if it's a video call, most people expect it to be free.  That's what I think.  People are prepared to pay for content when it's premium, it's TV or it's newspapers or content like that.  
So I think that's a real big challenge for things like the videoconferencing and tele-presence, is that quality is something which is improving at a rapid rate already today, with most free clients, let alone with the paid-for clients for video.  But user-generated content and trying to get the user to pay for their own content is quite an interesting business proposition.

Charles Moreira

This whole issue -- I find it very laughable or quite interesting that people seem to be reticent to just pay for something online.  But we pay for almost everything else that we do in our lives.  If you pick up a newspaper, it's $1 you pay for it.  Even if you have a meal, you pay for it.  If you go and get a car mechanic, you'll pay for it.  You'll pay for your services, a plumber or an electrician.  But why is it such a terrible thing to pay for something online.  Could there be a change in thinking that could eventually happen?  Could it just be that people were spoiled by the fact that there were people giving away a lot of things free to hook people, to kind of catch you like a fish on a hook, to get the eyeballs in?  And with the eyeballs, they were hoping probably to get ad revenue.  
But then some people are finding that perhaps ad revenue is not working out for everybody.  It's working for some.  There always are exceptions.  But it's not working with some.  So when the [group leader] wants to commoditise his website, everybody is screaming and throwing sticks at him, snarling at him and all that.  So there is that culture of expecting everything for free on the Internet.  And it's the same thing.  And this is why sometimes I've even joked that in the future, journalists may have to work in some regular job, another job, and write as a hobby or else they'll be squatting on the street with a tin cup in hand, saying, "Money for food and to blog."  
Dr. Ray Owen

Actually, I think it comes down to quality.  I think if you count what you pay for at home, I can be pretty sure that you pay for your TV, your cable at home because you have a guarantee of quality that comes with that.  And I think that's where the industry needs to work together going forward because the people providing the content aren't necessarily the people providing you with the pipe that's going to provide you with the quality connection.  So I think it will be very interesting to see how the network service providers are going to have to work with the content providers, so the content providers can monetise this, if you see what I'm saying.  So I think that's where the challenge will come, here in the future.  But I think people will pay for quality.

Angus Robertson

An interesting comment.  And I heard from a senior executive of a tier-one operator this week and that was, in hindsight, it was a mistake to offer these flat-fee data packages at such a low price.  And now they're stuck because there's no way they can go back and raise those prices because they'll face such an uproar from the public and even the government regulators.  And so he was feeling in a tough spot because of that.
Adeel Najam

I think we are out of time now.  And we can move on to the next session.
[End]
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