
More capital spending on fiber and on wireless was 
evident in 2006; trends seen likely to continue, although 
merger-fueled cutbacks at AT&T were evident.

Bandwidth Demand 
Squeezes Cable

D emand for bandwidth-hungry services like HDTV and online gaming is putting the squeeze on cable 
operators’ networks, says a study from ABI Research (www.abiresearch.com). Several solutions are available, 
but they have a collective cost of about $80 billion over the next five years, the study says.
 “Cable TV operators trying to satisfy the increasing bandwidth demands of HDTV customers feel very 

much like the thrifty grocer who tried to cram ten pounds of potatoes into a five-pound bag,” says ABI vice president and 
research director Stan Schatt. “The increasing bandwidth demands on cable operators will soon reach crisis stage, yet this 
is a ‘dirty little industry secret’ that no one talks about.”

 Some of the solutions discussed in the study – such as rate shaping and expanding wireless spectrum beyond 750 
MHz – have already been undertaken by cable operators, particularly in the United States. However, a number of other 
solutions will come into play during the 2007–2012 forecast period, including spectrum upgrades coupled with node-
splitting, switched digital video, PON overlay, MPEG-4 compression, and home gateway bandwidth management 
solutions. All of these involve tradeoffs and balancing of costs and benefits, and some are more applicable in certain 
circumstances than others.

Telecom Carrier Capex Rising Worldwide, 
Falling in North America Due to AT&T Cuts

Capital expenditures for telecom service providers rose all 
over the world in 2006, says a new report from Infonetics 
Research (www.infonetics.com). Capex is being driven by 

carrier network transformation and migration projects, swelling 
numbers of mobile and broadband subscribers, and increasing 
demand for personal broadband services and high-bandwidth 
video services such as mobile TV, IPTV, and video on demand.

Expenditures aren’t all that’s rising – revenue is rising too as 
carriers launch new services. “For the third year in a row, carrier 
capex has increased in all regions of the world, but we expect this 
investment cycle to plateau in 2009 and decrease in 2010,” says 
report author Stéphane Téral.

Service providers in most regions are operating at a sustain-
able capex-to-revenue ratio of about 15 percent, which should 
carry the market through the plateau without much disruption. 
However, the report raises concerns about the Asia Pacific re-
gion, because the average capital intensity rate there, fueled by 
China’s rapid growth, is a high 21 percent. If that rate doesn’t 

come down, the report says, we could be looking at the begin-
ning of another telecom bubble in that region. 

Other highlights of the report include: 
• Public service providers worldwide spent a combined 

$216.2 billion on capex in 2006, up 13 percent from 
2005; worldwide capex is expected to grow 4 percent in 
2007 to $224.6 billion. 

• Service providers earned a combined $1.2 trillion in 
annual worldwide revenue in 2006, up 8 percent from 
2005, and are expected to increase their revenue 4 
percent by 2007. 

• Asia Pacific’s share of worldwide telecom capex spending 
is forecast to peak at 34 percent in 2007, followed by 
EMEA with 31 percent and North America with 29 
percent, although the weak dollar has inflated these 
percentages. 

But wireline providers in North America may have already 
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Worldwide Service Provider 
Capex and Operating Revenues
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Revenue
Capex

reached the plateau that the worldwide 
industry is heading toward. Research 

firm Ovum RHK (www.ovum.com), in 
its analysis of second-quarter 2007 rev-

enue and capital spending, found that 
North American wireline operators de-
creased capital spending by 5.3 percent 
compared with the second quarter of 
2006, while their revenues remained 
flat compared with the same period. For 
the first half of 2007, North American 
wireline providers’ capital spending was 
down nearly 7 percent compared to last 
year, due largely to AT&T spending cuts 
resulting from its merger with BellSouth. 
Sprint and Qwest also cut spending, 
while Bell Canada, Embarq, Telus, and 
Verizon increased their spending. Over-
all, Ovum RHK expects capital spend-
ing growth to remain stalled through the 
rest of 2007 and into 2008.
Highlights of Ovum’s report for 2Q07:
• Wireline revenues = $43.6 billion, 

up 0.2 percent from 2Q06
• Wireline capex = $7.1 billion, 

down 5.3 percent from 2Q06
• Mobile revenues = $36.7 billion, 

up 12 percent from 2Q06
• Mobile capex = $5.3 billion, up 4 

percent from 2Q06

A lthough fiber optic technology is widely used by utilities, utility investment 
in fiber is focused on “capital deepening” rather than expanding fiber 
networks, says a new report issued by the Utilities Telecom Council 

(www.utc.org). Most utility investments in fiber are targeting increased Gigabit 
Ethernet capability and investment in dense wave division multiplexing (DWDM) 
on congested routes to increase network capacity and diversity. 

The report, authored by KEMA Inc. for UTC, finds that utilities are expanding fiber 
only when partners help them share the costs of buildout, or when transmission-line 
builds present opportunities to install fiber cost-effectively. Utilities that sell excess 
fiber also sometimes find customers who can help recover the cost of a build. When 
fiber is added, utilities typically expand fiber routes and capacity through tradeoff 
agreements: either fiber for utility right-of-way, or an exchange fiber in utility cable 
for fiber in the partner’s cable. 

“Fiber is a critical aspect of utilities’ telecommunication plans,” says William R. 
Moroney, President and CEO of the Utilities Telecom Council. “In recent years, the 
role of fiber has increased dramatically, but also is changing; keeping up with these 
industry-wide changes is key to managing fiber successfully.” 

Utilities Expand Capacity 
Rather Than Deploy Fiber to 
New Areas 
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VoIP Service Revenue Hits $15.8b in 2006; 
Boom Expected To Continue

Worldwide VoIP Service Revenue: 
Hosted VoIP and Managed IP PBX
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Worldwide VoIP service revenue 
jumped 66 percent to $15.8 
billion in 2006 after more than 

doubling in 2005, and is expected to more 
than triple by 2010, says Infonetics Research 
(www.infonetics.com) in a new report. 

Hosted VoIP services continue to out-
pace managed IP PBX services by far, with 
residential services fueling the market, but 
the business segment is also growing, and 
will continue to, the report says.

Among geographic regions, Asia Pa-
cific has been leading the VoIP services 
scene for several years, with Japan’s Soft-
Bank pioneering the service and taking 
a strong lead, but the EMEA and North 
America regions have gained some ground 
in the last two years. The Latin American-
Caribbean region is also posting impres-
sive growth and gaining share, according 
to Infonetics.

Other highlights from the report:
• Worldwide revenue from 

residential hosted VoIP services 
jumped 68 percent between 2005 
and 2006, while managed IP PBX 
service revenue grew 45 percent.

• The number of residential/SOHO 
VoIP subscribers worldwide 
nearly doubled between 2005 and 
2006, to 46.5 million, of which 
46 percent are in Asia Pacific. 

Residential/SOHO subscribers now 
account for 71 percent of revenue.

• SoftBank is the world's largest 
VoIP service provider with an 18 

percent subscriber market share, 
followed (in order) by NTT, 
Vonage, France Télécom, and Time 
Warner Cable.

Converged Voice Services on SDPs 
Could Halt Decline of Fixed-Line Revenues

Service providers that have been waiting for network con-
vergence in order to deliver converged applications are 
turning to Service Delivery Platforms (SDPs) instead, 

says high-tech market research firm In-Stat (www.in-stat.com). 
SDPs, a new architectural approach to telecommunications, en-
able rapid development and deployment of new converged mul-
timedia services over separate networks. In-Stat says SDPs can 
enable a whole new generation of value-added consumer services 
– such as voicemail on the TV screen and routing of phone calls 
to both fixed and mobile phones – that will halt the decline of 
fixed-line revenues. Converged voice services allow consumers to 

decide which type of voice services (mobile-only, fixed-only, or 
integrated mobile/fixed) best fit their lifestyles.
In-Stat has found that:

• By 2011, 34 percent of US households may use only 
mobile services.

• By 2011, US incumbent operators will lose $13 
billion in fixed-line voice revenue annually to wireless 
substitution.

• All of the technology, including SDPs, middleware 
and applications, needed to support next-generation 
converged consumer voice services is available today.
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A new report from eMarketer 
(www.emarketer.com) projects 
that by 2011, 86.6 percent of the 

US Internet population will consume on-
line video, up from 62.8 percent in 2006. 
In raw numbers, that means the number 
of viewers will rise from 114 million in 
2006 to 183 million in 2011. 

Television networks, film studios, in-
dependent content owners, Web portals, 
social media sites, technology providers, 
online stores, brand marketers and con-
sumers are all joining the Internet video 
revolution. They are changing the way 
digital content is created, distributed, 
consumed and monetized. 

According to the eMarketer report, on-
line video delivery channels are creating 
both uncertainty and a sense of oppor-
tunity among media professionals. Some 
players are fearful that the widespread 
availability of video content on the Inter-

net will threaten the TV and film indus-
tries. Others see the potential to increase 
revenues through a variety of business 
models, including ad-supported stream-
ing, pay-to-own downloads, subscription 
services and online rentals as a boon. 

A recent survey conducted by IBM 
(www.ibm.com) sheds some light on these 
issues. IBM says its global findings over-
whelmingly suggest that personal Internet 
time rivals TV time. Some detailed findings: 

• Respondents had extreme feelings 
about online ads. Nearly 50 percent 
said video spots online – during, 
pre-rolled or as sponsorships – were 
the least annoying form of adver-
tisement, compared with banner 
ads, pop-ups, and contextual search 
ads. However, nearly the same num-
ber said video spots were the most 
annoying. 

• Eleven percent of respondents said 

they would be willing to pay a small 
amount to view ad-free video on-
line. 

•   Twenty-four percent of US users sub-
scribe to premium television content 
online.

•   In the UK, 26 percent reported 
watching mobile video, including 
mobile phones and iPods. 

•   For those in the UK who had 
watched mobile video, 18 percent 
said they reduced “normal” televi-
sion by a little and another 8 percent 
reduced “normal” television by a lot; 
4 percent substituted television on 
their regular TV for use on their new 
device. 

• For respondents in Germany who 
had watched mobile video, 23 per-
cent prefer to view user-generated 
content and 21 percent prefer video 
trailers or promotions.

Just as wireless 3G technology enabled applications like 
music and game downloading to cell phones, 4G tech-
nology is expected to open up many new applications 

and services, from high-definition video entertainment to 
public safety. Although an official definition of wireless 4G 
technology will not be released by the International Telecom-
munication Union for another year or two, there are already 
clear contenders for the designation, reports In-Stat (www.
in-stat.com). The contenders are expected to be Long Term 
Evolution (LTE), Ultra Mobile Broadband (UMB), and IEEE 
802.16m WiMAX. 

“Companies are extremely uncomfortable talking about 
‘4G’ technologies, since the ITU has not defined 4G yet,” 
says Gemma Tedesco, In-Stat analyst. “However, each of the 
contending 4G technologies has a cheerleader, with Ericsson 
touting LTE, Qualcomm preferring UMB, and Intel touting 
802.16m WiMAX.” 
Recent research by In-Stat found that: 

• 4G technologies are expected to support 100 Mbps for 
wide-area mobile applications.

• 4G technologies are expected to be based on OFDMA 
(orthogonal frequency division multiple access), a tech-

nique that splits the signal into subsignals that can be 
transmitted simultaneously at different frequencies. 

• 4G technology rollouts will likely start between 2010 
and 2012, with deployments proceeding slowly and op-
erators relying on their 3G networks (EV-DO or HSPA) 
for ubiquitous coverage. 

• Adoption of 4G will be driven by: 
o The reallocation of older spectrum for 4G technologies
o The resolution of issues concerning intellectual prop-

erty rights to WiMAX technology
o The creation of Frequency Division Duplex profiles 

for 802.16e WiMAX
o The uptake rate of 802.16e in mobile PCs
o The uptake rate of 3G cellular in mobile PCs
o The continued evolution of the mobile handset; and 
o An increase in the uptake rate of wireless broadband 

technologies into portable consumer-electronics devices. 
• Realistically, initial implementations of LTE, UMB and 

802.16m WiMAX may fall short of throughput and 
other expectations, with later enhancements, or even 
some type of technology combination, bringing real 4G 
to the table. 

Wireless 4G Technology Coming Into Focus

Five out of Six Internet Users 
to Watch Online Video by 2011 
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