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Smarter bandwidth pipes “The NextGen revenue opportunities” 

By Sudheer Dharanikota 

The goal of this thought snippet is to provide you 
with intuition on how important the next-
generation revenue opportunities are and urge 
the operators to step out of their comfort zone of 
triple play alone service offerings. The graphs are 
illustrative only to give you the big picture. So 
please do not get tangled in the numbers and lose 
sight of the access transformation juggernaut and 
its implication on your company profitability. 

Bandwidth is not cheap! 

I always have my alarm bells go off when someone 
says that they can offer higher bandwidth 
cheaper. The questions always are, what is the 
cost of offering these higher bandwidths and its 
impact on the company's bottom line?  

Here are a couple of metrics you need to ask 
yourself when you are answering these questions. 

▪ Average Total Cost of Ownership/Mbps/Sub 

▪ Capital Intensity Ratio (Refer to insert) 

 

 

 

The figure on the side summarizes the main points 
I would like to make here. Here are some 
observations: 

▪ Cable operator revenue per sub “per Mbps” 
is going down. Remember when you are 
comparing revenue with costs the 
common denominator is the bandwidth 
consumed by the customer. An example of 
this is many operators are offering 1G (even 
1G symmetrical) at $70/month. Linear 
video take rate is replaced by OTT video. 
Voice subs are gone a long time back! So, 
the operators are playing a pure bandwidth 
game. Even the revenue per Mbps is going 
down due to competition. 

▪ Average TCO is going up due to expensive 
access upgrades and frequent refreshes of 
the access network (refer to [1] for more 
detailed analysis). The newer upgrades are 
capable of offering higher capacity but the 
cost/Mbps is going up. 

▪ Due to the increased pressure from 
revenue and TCO, CIR (as shown in the 
figure) is going up. That is the Telecom 
operator's bottom line (net profit margin) is 
getting messed up. 

What is Capital Intensity Ratio? 

Capital intensity ratio (CIR) is defined as the 
average capital spent over the revenue during this 
period. For Telcom industry this is ~20%. Lower the 
CIR, the better a company is performing. In this 
article, we refined the CIR definition in the 
following dimensions to justify the use of it for 
cable industry. We replace the capital spend by 
average Total Cost of Ownership (TCO) which 
includes both the CapEx and the OpEx; normalized 
both the total cost and the total revenue per sub 
per Mbps. These two changes are essential for 
gaining the right insights into the very expensive 
access transformations that are happening in the 
cable industry. 
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Hence, the current modus operandi is not a 
sustainable business model for cable operators. 
To get control over CIR the operator have to 
bend the cost and the revenue curves in the 
opposite directions, as shown in the figure. To 

▪ Increase the average revenue per sub per 
Mbps, the operator needs to offer higher value 
products that do not drain the capacity. I call 
them smarter pipes. One example is the 
healthcare service offering, as elaborated a bit 
in this article. 

▪ Reduce the cost per Mbps per sub, the 
operator has to look into a long-term access 
evolution plan before taking the short-term 
tactical investments [1], [2]. 

Smart bandwidth pipes are the way to go! 

Cable operators have to expand or adapt 
their existing capabilities to the verticles that 
they are going to address. 

The table above provides a high-level analysis on 
why do we think Telecom operators are suited for 
the given inter-industry opportunity, the scope of 
the solutions that they can offer (to begin with), 
the bandwidth needs of these solutions, and the 
revenue opportunities.  

In this magazine, we elaborate using Aging in 
Place (AIP) solutions, the bandwidth needs for in-
home healthcare applications, and the business 
case for the Telecom operators in addressing the 
AIP inter-industry needs. 

High-level observations will show that AIP 
solutions  

▪ Consume low bandwidth for their sensor 
network data uploads, basic video 
communications, and for any remote patient 
monitoring needs. 

▪ Offer very high revenue potential for the cable 
operators (as discussed in [3]) 

▪ Needs cable operators to adopt to healthcare 
and care provider industries that could add 
additional cost (as discussed in [3]). 

In summary, the next few years are important for 
the cable operators to operationalize the inter-
industry opportunities such as Aging in Place and 
IoT services. Invest in your infrastructure and your 
workforce to meet these future needs. 
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