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Cable operator Cost center versus 
revenue center discussions 
By DTS strategy team 

 

Why is this topic relevant now? 

Cable operators are going through major transformation from 
different angles 

A. Access network transformation to meet the exponential 
demand growth (from investment and organizational 
viewpoints) 

B. Deploy 10 G capable networks to deter competition, and 
C. Develop revenue generating verticals (such as healthcare as 

discussed here) to counter losing triple play revenue 

These transformation challenges are impacting all their internal 
organizations – especially their cost and revenue centers (Refer to 
the insert “What are Cost and Revenue Centers?” for basics). 

The yin and yang between cost and revenue centers 

Impact of transformation needs from A, B, highlighted from 
previous section, are driving C. A, B are the responsibilities of the 
cost center, where as C is the responsibility of the revenue center. 
Cable operators invest, on an average, ~20% of their revenue on 
network upgrades (CapEx) [1], [2]. This ratio of CapEx to Revenue is 
called Capital Intensity Ratio (CIR). Note that CIR does not include 
the OpEx needs of the cost center. We recommend using Total Cost 
of Ownership (TCO) as opposed to pure CapEx alone in the overall 
cost center analysis.  

Here are few options an operator can use to maintain the upgrade 
investment and the targeted revenue levels: 

▪ Do nothing (Cost and Revenue Center): One option is, even 
though we do realize that this is not reasonable, not doing any 
upgrades to maintain the same CIR levels (assuming revenue is 
not changing). But since the customer bandwidth demand is 
growing, assuming the revenue levels are staying at the same 
rate, the customer Quality of Experience will suffer. Customer 
dissatisfaction will lead to take rate reduction, which in turn 
reduces the revenue and the bandwidth demand needs. This 
becomes a self-fulfilling prophecy of downward spiral. We know 
that this is not a sustainable strategy. 

▪ Deploy linear and non-linear access upgrade solutions (Cost 
Center): Cable operators have many linear and non-linear 
options (Refer to the insert “Access Options Discussion”) at their 

What are Cost and Revenue Centers? 

Cost Center: A cost center is an 
organization that is responsible for 
the cost only. These costs include 
both the capital expenditures 
(CapEx) and the operational 
expenditures (OpEx). The manager 
of a cost center is incentivized to 
reduce the costs. In a Cable 
company such organizations include 
engineering (OSP, ISP, Metro etc.) 
and operations (Field Services, Care 
etc.) teams. 

Revenue Center: A revenue center is 
an organization that is responsible 
for the revenue only. They focus on 
the sales and sales related costs. 
Note that they are not responsible 
for the end to end costs. The 
manager of a revenue center is 
incentivized to increase the topline 
(revenue). In a Cable company such 
organizations include product 
(broadband, wireless, enterprise 
etc.) and sales (MDU, residential, 
enterprise etc.) teams. 
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disposal to meet the exponential demand growth. One needs to 
weigh in multiple stakeholder (such as product, finance, 
technology and operations) needs [3]. In doing so, do keep in 
mind to develop a long-term access plan to avoid regrettable 
investments [2].  

▪ Keep on improving the maintenance of the network to contain 
the cost from operational expenses (Cost Center): Keep in mind 
that CapEx is only one part of the equation. Once network 
options get deployed, they hardly come out       This increases 
yearly OpEx spent on the network. One needs to be careful in 
evaluating both the CapEx and OpEx as a combined TCO 
analysis. These operational complexities need to be subverted 
by unifying the architectures through options such as DAA, PNM 
and automation. 

▪ Develop next generation revenue opportunities to increase the 
topline (Revenue center): If Telecom operators are at a 20% 
capital intensity ratio, and if costs are exponential then topline 
should grow at a minimum at the same rate. The problem is that 
the triple play is becoming a single high speed internet pricing 
game, hence the operators must look into different ways of 
monetizing the bandwidth pipe they offer, This is leading for 
operators to rebrand their connectivity and bandwidth for next 
generation inter-industry opportunities such as Telehealth and 
Aging in Place. These healthcare inter-industry opportunities are 
discussed extensively in this magazine. 

Recommendations 

In summary, as discussed in this magazine, we make the following 
recommendations to manage a balance between cost and revenue 
centers: 

▪ Always develop a long-term access plan before selecting your 
short term access deployment strategies, 

▪ Evaluate optimizing TCO as opposed to only CapEx or OpEx. 
Know the limitations of a cost center, costs can only be 
optimized but cannot be made zero! 

▪ Focus on the newer revenue opportunities. Be bold to transform 
your resources to manage newer verticals. 
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Access Options Discussion 

Linear options are the ones that 
either organically reduce the 
subscribers in a node (node 
segmentation, splits) or organically 
increase the bandwidth per service 
group (such as spectrum upgrades). 
Non-Linear options are the ones 
where drastic changes are infused 
into the network such as fiber deep 
or FTTH (significant reduction in 
subs per node) or Full duplex (non-
linear infusion of bandwidth per SG). 

Node Spits (Linear): As the demand 
grows exponentially, the number 
node splits will multiply leading to 
difficult problems as facilities 
expansion. If not handled properly 
they lead to sub-optimal solutions. 

Spectrum Option (Linear): 
Incremental spectrum upgrades 
(such as analog reclamation, adding 
additional up and downstream 
carriers) will provide temporary 
relief. These will induce constant 
upgrades in the access network. 

Fiber Deep (Non-linear): Splitting a 
500+ homes passed node into 
multiple nodes with ~50 homes 
passed can be very expensive. Also, 
it will explode the number of service 
groups in the facility (~10x) leading to 
the need for DAA architectures. 

Fiber To The Home (Non-linear): 
Taking fiber all the way to the home 
is the most expensive but highly 
rewarding (from capacity and hence 
capabilities points of view) access 
option. But this transformation has 
to be managed aggressively. 

Full Duplex (Non-linear): Infusing 10G 
symmetrical capability is rewarding 
but the upgrade of service groups, 
nodes & CPEs needs to be managed. 

https://duketechsolutions.com/understanding-the-basics-of-transformation-in-telecom/
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https://www.firstprinciplesinnovations.com/a-multi-trigger-what-if-analysis-approach-to-network-transformation/

