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Thank you.  Here I am.  I’m going to be talking about the challenges for the mobile 
internet.  Let’s start with this chart.  We are seeing the amount of connections globally 
keep going up.  Pretty soon, the amount of connections will surpass the amount of 
people on the planet, helped by everyone in this room who has three devices.  APAC, 
by the way, is no different.  The charts are the same.  In fact, APAC leads a lot of the 
internet.  If you look at it here, it’s about two thirds of the connections.   

So what happens?  We’re going to have people with more connections.  There are 
better networks, 3G networks, 4G networks coming, sub-$100 smartphones.  What 
happens when you combine all that together?  You’re becoming the mobile internet.  
It’s the on-ramp to the internet.  In some countries in the world, people access the 
internet more using a mobile device than through a wired device.  You really are 
talking about the mobile internet.   

Cisco puts out a chart called the Visual Networking Index.  It talks about what is 
going to happen when people are using the mobile internet.  There is no reason to 
believe this chart is not going to continue to happen.  When you’re talking about more 
tablets, there is 25 times more data on the tablet, and there are more and more tablets 
happening, smartphones.  This kind of chart existed in the early days of the internet 
and it actually happens.  Cisco has been publishing this chart for many years.  In fact, 
what actually happened in reality exceeded even their predictions.  These curves keep 
looking like this.  You see here that data, and especially video, becomes a really 
important part of the mobile internet experience and presents some challenges for the 
operators. 

One challenge is how do you handle all the data?  There’s going to be a lot of data 
happening.  How do you handle all that data?  I’ll talk about that in a second.  Another 
challenge is that the revenue models are a little different here.  The data revenue 
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models are different than voice revenue models.  Another challenge, if you think 
about the wired internet, you have a lot of these over-the-top players that we heard 
mentioned this morning, the OTT players.  The applications are not offered by the 
service provider in many cases.  You get an issue of business model when you add all 
of them together. 

Here is a chart I got from Wireless Intelligence, which is a research arm for the 
GSMA.  The GSMA runs Mobile World Congress, which is gigantic and the biggest 
mobile show in the world. 

The top chart, the red chart, shows average revenue per user on an operator that offers 
both mobile broadband and voice.  It’s declining, but it’s not declining as much as the 
bottom grey line.  The grey line is operators that don’t have voice.  Half of the 
operators are in the red line and half of them in the grey line.  While the red line is 
good, it’s still problematic, because average revenues are declining.   

You get a problem like this for the operators.  You may have seen charts like this.  I 
hand-drew it myself, but the average revenues are going down, the traffic is going up.  
They’re going in opposite directions.  You have issues with the operators being able 
to do capital expenditures to solve those problems, operating expenditure and 
subscriber happiness.  We’ve all probably experienced issues with our mobile devices 
in very crowded areas, where you can’t get online or something like that.  What we 
heard about this morning, why we have to do this in four different sections here.  It 
even happens in the wired world.  But it happens more often in the wireless world, 
especially in crowded areas.  This is a problem of having a mobile internet [going 
forward].  There are certain options in terms of handling the amount of data, and all of 
these options can be deployed, and probably will need to be deployed by the mobile 
operators. 

We can start with data offload.  When I got my iPad in the United States, it came with 
a little strip of paper.  I had bought the iPad through AT&T, so it had a 3G connection, 
and a Wifi connection.  I was fascinated when I opened the package, because the strip 
of paper said, ‘Do not use this on a 3G network.  Use it on a Wifi network as much as 
possible.’  Because AT&T knew people would be using video on it.  They didn’t want 
their other subscribers to be impacted and they wanted you to use it on a Wifi network 
as much as possible.  They also had bought a Wifi provider to enable their mobile 
experience better.   

You can upgrade a network to get better performance.  That’s what LTE and the 4G 
networks are all about.  New technology, carrier ethernet maybe fits into that category 
of having new technology to enable better capacity.  Deploy new capacity, add more 
towers and add more fibre out there deal with it.   

We have also seen around the world that wherever there are these problems, you have 
data capping.  Typically, a very small percentage of the mobile users hog the network, 
and what they decided to do was make these people pay.  When they make them pay a 
lot of money, they tend to stop using it.  These are all techniques that are really 
possible.   
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Optimisation, the blue oval there, is another technique.  This is the technique that 
Dialogic offers, where you squeeze, you compress the amount of data, so that you can 
fit more through the available bandwidth that’s there.  All of these are really important 
ways that operators have to combat that problem of that curve going like this. 

What is a service provider to do in this new emerging world of the mobile internet?  
They can become a bit-pipe provider.  Think about the internet at your house.  In the 
United States, a lot of the internet is handled via your cable connection to your house.  
In other parts of the world, this is DSL.  However you get it, the internet connection to 
my house, I think of them as just a bit-pipe provider.  They enable my internet 
connection.  They could be a wireless carrier.  Their business model could be, I’m just 
going to provide connectivity to the users.   

There’s another concept called the Smart Pipe.  It’s a little bit more advanced than a 
bit pipe.  You provide quality of service assurances.  People pay a little more money 
so that they get better quality of assurance and maybe through these class of service 
concepts that we were talking about on this panel here.  There might also be 
application APIs so that these over-the-top players [can] plug into that type of 
network.  

Finally, a value-added service model.  There was a report by Gartner that talked about 
mobile operators that are value-added services providers getting 20% more revenue 
than these other kind of providers, because they offer services themselves that 
subscribers like us are willing to pay for.  Many of you here probably pay extra, or 
maybe it’s included, for say caller ringback tone or music.  Text messaging would be 
another one.  It used to be an added service.  Now it’s typically bundled in with the 
price. 

In this new world, what are the value-added services that operators could deploy?  
What do they have?  They know how to bill you.  They know where you are.  Maybe 
there is advertising.  Think about when you go on the internet today, right here on 
your laptop, there will be adverts that you see.  There’s no reason, just because you’re 
on a mobile internet, you don’t see a type of advert.  It might look a little different.  
These are all different value-added services that operators can deploy.  These are the 
different directions operators can take to combat those issues that I was talking about 
before.  

That’s it.  That’s my little introduction.  I think that’s my last slide.  I’ll wait to get 
grilled by Manek. 

Manek Dubash – Editorial Director, NetEvents 

Is there any proof that a whole bunch of service providers are not going to go bust?  If 
once we reach the cross, the point where these curves between ARPU/revenue per 
user and the amount of data crosses, are we going to see an awful lot of people going 
bust? 
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Jim Machi 

In my personal opinion, I think you’ll see some service providers going out of 
business.  It was a big topic at Mobile World Congress this year that the over-the-top 
providers aren’t paying ‘their fair share’.  The service providers are laying down all 
the infrastructure.  They’re putting all those costs in place, and then you have these 
people like Google offering services just for free.  That’s definitely an issue, just 
based on the regulations that are out there.  That’s just the way it has to be in the 
world.  You will see some of that. 

Manek Dubash 

I hate to say this, Jim, but you’ve been around in this industry for a long time.  I’ve 
been around in this industry for quite a while as well, and I’ve heard this story so 
many times, it’s not true.  Basically, these operators have to find different revenue 
models, have to develop new services, have to find different ways of developing 
basically new business models.  They have singularly failed to do it.  Is there any 
evidence that is ever going to change? 

Jim Machi 

I don’t know if there’s evidence per se.  When you look at the average revenue per 
user coming down, at some point they’re not going to be making money.  There’s no 
doubt about it.  It’s like the airline industry.  They just won’t be making money and 
then they’re going to have to explore these other models.  There’s a lot more 
competition today.  Everywhere around the world, you have the low price providers.  
In the United States now, you can buy a plan.  It’s getting to be more like pre-paid, 
which is not normal there.  I think they’re going to be forced, once these upstart guys 
get more market share, it’s going to cause the [indiscernible] to really have to change. 

Manek Dubash 

I’ve seen little chinks of light in this, which are some moves towards as you say 
developing what some people called a two-sided business model, to allow operators to 
charge the OTT providers.  Is that actually working anywhere? 

Jim Machi 

I think it’s just starting.  The concept of [working] in terms of revenue, [phone back 
and forth], is something I’m not aware of fully.  You have AT&T and have an 
arrangement or whatever with Apple, whatever the arrangements are, so that they can 
be exclusive for a period of time and things like that.  I don’t know which way the 
money’s going.  It’s probably going both ways, but that would be the first evidence of 
something like that. 

Manek Dubash 

Are there any geographical differences?  Are some countries or some regions better at 
that than others? 
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Jim Machi 

I’ve been to India a few times.  I know what some of the service providers in India are 
trying to do.  They want to own some of the content, maybe some of the Bollywood 
content or something like that.  They want to try to own it and then offer that as an 
ability to have a service through them, not to an over-the-top player.  That’s one 
direction.  You see the service providers [going their own] content, which would be 
one way to deal with the problem. 

Manek Dubash 

What will governments do when those service providers start going bust? 

Jim Machi 

I don’t know.  As long as there is multiple operators.  When you talk about 
governments, there are regulations that have always been born from a good reason.  
The price for a call from a rural area is the same as in a big city like this.  You don’t 
want to have the guys in a rural area have to pay £10 more. 

Manek Dubash 

Even though it costs 10 times more to provide it. 

Jim Machi 

Yes.  There are good reasons to have regulations like that.  It’s a really tough issue 
when you’re talking about regulations because they’re all born from very good public 
policy reasons. 

Manek Dubash 

My mobile contract is up in just a few days, and I’m really enjoying the negotiations 
I’m going to have with my service provider, Vodafone.  Basically, I know what 
they’re going to try to charge me, but they’re not going to get that from me.  I just 
know that, because they’re not going to be able to push back because I shall disappear. 

Jim Machi 

As long as you have another choice to push in their face, they’ll probably meet the 
price. 

Manek Dubash 

As soon as I ask for that PAC. 

Jim Machi 

As long as there is competition, the governments are happy.  Say three providers or 
something. 
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Manek Dubash 

Why don’t they push back?  Why don’t they get together and push back? 

Jim Machi 

Because that’s illegal in some countries. 

Manek Dubash 

But it’s not illegal in a lot of places. 

Jim Machi 

Then they could. 

Manek Dubash 

Are they doing that? 

Jim Machi 

I don’t know if they’re doing that.  In other countries, I’m not sure. 

Manek Dubash 

Any questions for Jim? 

From the floor 

How can mobile broadband service providers shift their marketing strategy?  I know 
consumers are more onto private Wifi as it is easier to use and low-cost comparatively.  
What can mobile operators do now to prevent this shift, and is there any other 
alternative?  Are you seeing any trends of other alternatives to Wifi for internet access?  
Other forms of access? 

Jim Machi 

I think Wifi is becoming the more predominant non-mobile way for internet access in 
bigger areas.  I travel everywhere around the world, and Wifi is typically the way you 
[do an access point].  In terms of mobile operators combating Wifi, like I said, 
because of the coming data crunch, right now I’m not sure they really want to combat 
it.  They embrace it, but Wifi isn’t everywhere in the world.  There is way more reach 
for 3G or even 4G [indiscernible] activity than there is for Wifi.  Unless the world is 
totally Wifi-enabled, and who knows, maybe Google will do that some day, there’s 
always going to be a need for both of them.  I don’t look at it like either or.  For a 
consumer, it’s both.  What operators do, let’s say AT&T, because I live in the United 
States and I have AT&T, since I pay a monthly bill to AT&T, I can get onto this 
Wayport network, which is what they bought, for my monthly fee.  They’re getting 
their monthly fee and they’re happy.  They don’t care. 
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Manek Dubash 

And yet somehow, they still seem to get away with providing a rubbish mobile service.  
We talk about LTE.  We talk about 4G networks.  I still struggle sometimes, and I’m 
living in a populous area in the South of England.  I still struggle to even get 3G in a 
lot of places, never mind 4. 

Jim Machi 

Yes, because there is a lot of data and it has to flow back to Edge or something like 
that.  You made a comment about LTE.  I’ve been on an LTE network.  There’s one 
in my area and, granted I might have been the only one on it at the time, but it was 
really fast.  It was unbelievable, and once consumers like us get a taste of it, they’re 
going to want to go there.  Even though LTE is faster and it’s more capable, 
consumers go there and you’re going to get bandwidth clogging on an LTE network. 

Manek Dubash 

As soon as it becomes mass.  Have they solved the voice problem and the battery 
consumption issue? 

Jim Machi 

Not right now.  They want voice run on 3G networks.  There’s a voice over LTE 
initiative, which is what Manek was referring to.  That will certainly happen, but they 
have got to solve some of the cell switching.  There’s no doubt that that’ll happen. 

Manek Dubash 

Eventually voice will actually become packetised.  Any further questions?  Long term, 
are we going to see as many service providers as we have now? 

Jim Machi 

My opinion is that just like in any mature industries over time, like the car industry, 
the strongest will survive.  I think that’ll happen.  There’ll be mergers and things like 
that. 

Manek Dubash 

Any easy technology fixings you can see out there? 

Jim Machi 

I think it’s all of those that I put up there.  There’s not one way to solve a problem.  
There’s going to be a combination of these seven ovals that I put there. 

Manek Dubash 

Jim Machi, thank you very much. 
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Jim Machi 

Thank you. 

 

 

[End] 


