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Abstract
In this document we present thoughts on business model for SeON that can be used by MNOs. The document has two main parts (1) In the first part we discuss the current issues in the mobile market and solutions for the MNO and (2) The second part takes steps towards creation of the business model by first identifying the parties involved in a business model and then their requirements. Proposal is to discuss the input in this document and take it as part of the SeON business model technical report.
1. Market Issues and Potential Solutions
1.1. Problem

Recently in the mobile space there is has been continuous talk about increase in OPEX and CAPEX with decreasing revenue. Well, where does the problem lie? 

There are a couple of issues that one can observe:

· Over-the-top services: Customers use services placed in the Internet using mobile services with flat-rate data access subscription.

· Apps: The world has moved towards “Apps” thus making it even more difficult for mobile operators to control the users.

· Video (and all kind of data): Although the above two points are saying the same, it is particularly important to notice the rise in data services and that too of video. Video has huge impact on the network due to the bandwidth and quality requirements.

Many of the above is happening due to the proliferation of Smartphone. In a way Smartphone are boon for operators because people with low mobile usage are often attracted to it and thus end up subscribing to a more expensive plan than their older terminals. This increases the ARPU but on the other hand Smartphone also changes user habit, i.e., those who barely used Internet over the mobile network become active users. Thus breaking the flat-rate model of the operator which is usually based on probability of higher number of users using data services less than their flat-rate limit.

The impact of thus increased data usage is directly on CAPEX for MNOs for radio, backhaul and core network elements. There is also impact on OPEX not only because of increase in management cost of network elements but also due to support needed by the customers for data services and Smartphone.

With increase in quality of Smartphones and provisioning of contents, MNOs are being sandwiched between the customers and service providers: Customers are asking for better service and service providers are asking MNOs to improve quality of their services.

1.2. Solutions

The MNO needs ways to maintain its customer base (decrease churn-rate or increase customer stickiness) while at the same time increase profitability. Both of these translate to better market seeing favorably towards the MNO and direct impact on profitability and share prices. Next we will discuss solutions that the MNO should look at but first let us see what should the MNO do:

· Fast to market is a must to keep the competitive edge
· There should be flexibility in business approach e.g. sacrificing walled garden, allowing MVNO, going to profit sharing models etc.

· A MNO should also be flexible about technology because this might translate to lower cost in time, the end customer or the user after all is solely interested in the service he/she gets.

· Another very important thing is for the MNO to keep things simple and not to make things confusing for the customer. Today most customers do not understand the technology choices being given and most do not have any idea about the subscription plan. In Apps world many customers are at times wasting money on unnecessary apps.

Now there are couple of solutions that MNOs can consider:

· For video and data increase the MNO should consider optimization solutions against backhaul crunch. As usual for any bandwidth discussion, there are solutions at all protocol layers thus MNO has to verify carefully benefits of each optimization technique, true cost involved (CAPEX and OPEX) and other trade-offs, e.g. security, quality, business with service providers etc. At the same time the MNO must watch out for other potential bottlenecks in the network.
· A MNO can also consider provisioning different grades of services (GoS). Although this has not been done or has not been succesful to-date, increased mobile network bandwidth is making GoS possible. Issues the operator will face –provisioning of policy for each customer, implementing and deploying charging solutions, optimization of the network and deployment of deep packet inspection (DPI) solutions upto higher layers at line-speed for all customers.

· M2M remains a mouth watering market for MNOs thus this could be a way ahead but a word of caution – besides fleet management the business benefit from M2M stays unclear. One thing that could be of benefit is emergency call service using M2M especially when it comes to ITC.

· The MNO should also consider cost decrease of wireless modules leading to embedding of such modules in several devices. There are several business opportunities here as most of these devices are data capable.

· Another point for MNOs to consider is the spectrum that is running out of license time period, e.g. GSM.

· One more juicy thing for MNOs is mobile adverts, this business is going to over the top companies but operators should find means of making money out of it. Already study shows that most people seeing adverts over mobiles tend to make purchases based on it and as apps world means that one can place more focused adverts – how does the MNO enter this space of app first of all is matter to consider carefully though.

· MNOs have strong authentication and charging solutions. These should be put in good use by combining with identity space. Much new businesses can be made possible by bringing control over identity together with MNO grade authentication and charging.

· Cloud is already out there and has made its space in the IT world – MNOs must bring cloud to the mobile space that will allow them to enter new markets. Cloud should be considered for IT as well as communication. All this will allow MNOs to enter enterprise market with data, voice and IT services.

· Another thing MNOs should try to get is simple O&M solutions. This will make life much easier and cheaper for them.

· Mobile money – as service already there but worth stressing.

· Last but not least, MNOs must be thoughtful about overall customer experience.

2. Business Model Players and Requirements
2.1. Players

The first point to consider is the players of SeON business model; this is depicted in Figure 1 and listed below. Following that, requirements from perspective of each of the players is given. 

Note: Requirements are presented from the perspective of MNO thus it is assumed that MNO’s own requirements/limitations are taken in account. For example, budget, market value / name, existing technologies/solutions/vendors etc.

Players of SeON business model:

· Regulators: Regulations in each country must be taken care. Without proper consideration of regulations from initial stages, SeON business will face several hurdles in latter stages.

· Subscribers: Understanding of subscriber needs (or, put differently, end users) is a obvious.

· Technology: Technology choice from radio to service/app development platform level can have an impact on the SeON business.

· Standards: There are several standards out there and a proper choice of standard (together with technology) will have impact on the overall cost of the business.

· Market: Here the point is to understand the market in terms of competitors, market size etc.

· Service and app developers: The essence of business in SeON is clear, it will be driven by “services” provided and by “apps” thus the role of developers of both services and apps is of utmost importance for SeON business.

· Vendors: This is a obvious – vendors provide the products required.

· Society: Every place where business is done has / will have its own unique requirements that will impact SeON business. Thus society related requirements must not be neglected.
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Figure 1 Players of SeON business model.

2.2. Requirements
2.2.1. Regulators

· License and fee: Especially about spectrum license and how the companies must be charged for the spectrum.
· Pricing: Regulators play a role or can play a role also when it comes to pricing of certain services.
· Competition: It is extremely important for regulators to create a competitive environment thus requirements come from regulators in this side.
· Rules e.g. regarding infrastructure sharing, operator becoming a ISP, money related service provider etc.

· Environmental: Impact on the environment is of very high importance and setting requirements regarding this matter is also role of the regulators.
· Privacy issues: With the enhancement and penetration of technology in the society, privacy related issue has become of utmost importance. Regulators set privacy goals that are adapted as technology enhances.

· Legal intercept regulations
2.2.2. Subscribers

· Cost: Depending on market and subscriber there will be cost requirements. Usually lower the cost the better it is but cost can also be subjective, e.g. a high end terminal originally selling at, say, INR 100,000/- could be considered cheap by some if sold at, say, INR 50,000/- although 50K is still a steep price for most.
· Kind of services: It is obvious that the subscriber will want services that fulfill his/her current needs and if possible gives a path for future.
· Openness, e.g. platform: This is of high importance as the society becomes “tech-savvy”. Open platform is one of the obvious reason for growth of smart-phones today but “Open” in terms of allowing service delivery or access etc. are also of equal importance to subscribers today and a must for tomorrows business growth.
· Transparency: Hidden always leads to business loss. Transparency on the other hand means higher trust and thus stickiness by customers. This, transparency, is required by subscribers; where transparency is in terms of cost model, accessibility, limitations in contracts etc.
2.2.3. Technology

· Cost of technology: Matured technology with lower cost will decrease CAPEX and probably OPEX too but then there is a trade-off with what matured and new technology can provide.
· Types of technology: The MNO also needs to set requirements regarding technology to choose because this can mean that some services can be provided and others not. All inclusive is in practice too much and unusable.
· Deployed technology: This is the big mess part where backward compatibility becomes an issue but it is again an important requirement to consider because it also impacts the maintenances of subscriber base.
· Deployment cost: Impacts the CAPEX and probably OPEX.
· Running cost: Direct impact on OPEX.
· Complexities: Higher complexity could mean that maintenance might be an issue but, looking from service development platform point of view, it could also mean that there will less developers interested in it.
2.2.4. Standards
Choice of standard also means the vendors available in the market. This also leads to final cost of product and also availability and knowledge of the product by a wider group of people.
· Terminal, radio, core and applications

· Global or local standard: Global means that companies from around the world can provide the solution thus potential ease in entering other markets than the home market. Local solutions might give unique choice that fulfills local needs. 
· Roaming solutions: Allowing customers to access service around the globe or sometimes even within a country where a given MNO does not have coverage.
· Service aspects

· IPR license issues

· Stability of standards: Meaning that standard is complete or still being developed.
· Life of standardization body: There should be enough critical mass in the standardization body such that future growth is assured.
· QoS, security etc. taken care of by standard
2.2.5. Market

· Competitors

· Growth potential

· Size of market for the given business and share that can be taken by the MNO
· Plans of competitors

· Pricing acceptable in the given market
· Barriers

2.2.6. Service/App Developers

· Over the top (OTT) or with MNO: These are two different ways of business; OTT makes the MNO a bit pipe provider while the other gives control to the MNO
· Device dependent / independent

· Impact on network

· Cost model: This is the means in which they can make money.

· Available platform
2.2.7. Vendors

· Technology available

· Standards supported

· Pricing

· Competition between vendors

· Regulatory requirement fulfillment

· Past experience with the MNO
· Financing possibility as the total cost can be very high
· Deployment strength i.e. whether the MNO can do the deployment in the given market.
2.2.8. Society / Culture

· Acceptable pricing

· Acceptable features, apps, functions etc.

· Technology averse / friendliness

· Privacy and security concerns
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