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About this report

This report analyses the demand for telecoms services by micro,
small and medium-sized enterprises (SMEs), expressed in terms
of revenue, connections or users, and average revenue per user
(ARPU).1

It identifies that revenue from traditional voice and data services
in many high-income regions is either stagnating or in decline,
although there remains potential for growth in some emerging
economies, particularly among micro enterprises.

The report also quantifies the growing market for other business
services, such as security, co-location and hosting, and software-
as-a-service (SaaS), which offer telecoms operators an opportunity
to offset declining revenue streams.

It is based on several sources, including data from operators,
national regulators, government agencies and other third parties,
and from Analysys Mason’s 2017 survey of enterprises’ ICT usage.

WHO SHOULD READ THIS REPORT

= Telecoms operators that want to identify key areas for revenue growth,
both in terms of SME segments and individual services.

= Vendors that are considering targeting the SME market.

= Third-party service providers seeking collaborative relations with
operators.

\ v

1 For the complete data set, see the accompanying Excel file at www.analysysmason.com/SMEs-
forecast2017-worldwide-RDMZ0.
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Geographical

Regions modelled:
= Western Europe

= Central and Eastern
Europe

= Developed Asia-
Pacific

= Emerging Asia-Pacific

= North America

= Latin America

= Middle East and
North Africa

REPORT COVERAGE

Services?

Mobile:

= Voice, messaging
and handset data

= Mobile broadband

= |oT connectivity
(mobile and LPWA)

Fixed:

= Narrowband and
VoBB

= ADSL/SDSL, vDSL,

Other business
services:

Unified
communications
Security

Colocation and
hosting

Private cloud

Software-as-a-
service (Saas,
public cloud)

: FTTP/B, cable
= Sub-Saharan Africa ’ !
BFWA, other fixed = Platform-as-a-
broadband service (Paas,
connections up to = |nfrastructure-as-a-
Segments: 100Mbps, service (1aaS, public
=  Micro (0-9 >100Mbps and up cloud)
employees) to 1Gbps, and =  Enterprise mobility
= Small (10-49 >1Gbps
o = Desktop
employees) = Traditional mana
. i gement
= Medium (50-249 managed services
employees) = |oT connectivity
\_

2 See service taxonomy in the Methodology section of this report.
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Worldwide forecasts

SME revenue for new business services will grow, while revenue for legacy
voice and data services stagnates

Micro enterprises are the largest segment for legacy voice and data, but
medium-sized firms will spend more on other business services

Emerging markets will continue to deliver significant overall revenue growth
for operators delivering services to SMEs

Mobile revenue growth will come primarily from an increase in mobile
devices and smartphone penetration, especially among micro enterprises

Mobile revenue growth varies considerably between regions, with Asia-
Pacific and emerging economies out-performing Western markets

Fixed revenue continues to decline despite growth in the number of fixed
broadband connections

Fixed revenue is forecast to grow only in MENA and SSA, driven by
significant increases in fixed broadband penetration
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Western Europe [1]: Growth in other business services may enable
operators to retain current levels of revenue
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source of revenue growth for fixed operators

Central and Eastern Europe [1]: Fixed broadband and mobile data services
will continue to deliver revenue growth

Central and Eastern Europe [2]: The relative dependence on different
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Developed Asia-Pacific [1]: Mobile data services will continue to dominate
revenue and drive overall growth

Developed Asia-Pacific [2]: Micro enterprises account for less revenue than
in other regions, but will deliver most growth

Emerging Asia-Pacific [1]: Mobile services dominate revenue, but growth is
also forecast for fixed connectivity services

Emerging Asia-Pacific [2]: Micro enterprises will continue to account for
more than half of operators’ SME revenue

North America [1]: Slower growth for data and rapid declines in voice
revenue will drive down overall operator revenue

North America [2]: Medium enterprises form a significant part of the North
American SME market
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Key other business services for telecoms operators include colocation
and hosting, security and Saa$

Colocation and hosting, as well as security services, for SMEs Figure 24: Other business services retail revenue from SMEs by service type and provider and
will be important for telecoms operators, as both are large operators’ share of this revenue by service type, worldwide, 2022
overall markets and ones in which operators are well placed to 25 ® Other providers' 50%
have significant market shares. revenue
Saa$S and laa$S are also large overall markets, but we do not 20 m Operatorrevenue 409 ®
expect operators to have more than about 5% of the total retail ‘g g
revenue generated from these services in 2022. = OOperator share 3
= 15 30% 5
Operators are well placed to deliver private cloud solutions, ) @
enterprise mobility and unified communications, although these % @ g
. = -
are relatively small markets. § 10 20% 2
Overall, we expect operators to account for 15% of the 2 g
USD81.3 billion market for other business services by 2022. £ . . 2
€ 5 @ @ 10% ©

Other business services in 2022
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Developed Asia-Pacific [2]: Micro enterprises account for less

DVAP

revenue than in other regions, but will deliver most growth

Micro enterprises account for a smaller share of SME revenue in
developed-Asia Pacific than in Europe. This reflects the
importance of mobile services, which tend to be spread fairly
evenly by employee numbers. In contrast, fixed services are
concentrated on micro enterprise, which account for the large
majority of business sites.

Growth in other business services revenue is more limited than in
Europe (since penetration of these services is already high),
although it is significant among micro enterprises, with revenue for
this segment growing at 8.0% per annum compared with 2.7% for
medium enterprises.

Figure 37: Percentages of business sites, total employees and retail revenue by enterprise
size, developed Asia-Pacific, 2017

Retail revenue 37% 33%

Total employees 41% 29%

Business sites 84%

Micro mSmall = Medium
Source: Analysys Mason
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Figure 38: Telecoms operators’ retail revenue from SMEs by service type and enterprise size,

developed Asia-Pacific, 2017 and 20221

14 CAGR
0 92%
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Retail revenue (USD billion)

CAGR
CAGR 0.61%
0.38%

4
2
0

2017 2022 2017 2022 2017 2022

Micro
B Mobile voice and messaging
Mobile / LPWA loT
® Fixed broadband
m Fixed loT

Small Medium

H Mobile data
B Fixed voice and narrowband
m Dedicated connections
m Other business services
Source: Analysys Mason

1 See Presentation of results in the Methodology section of this report for full definitions of the
aggregate categories presented in figures and details of currency conversions.
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About the author
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Analysys Mason’s consulting and research are uniquely positioned

Analysys Mason’s consulting services and research portfolio CONSULTING

=  We deliver tangible benefits to clients across the telecoms
industry:

O\g“a\ ’transformal«,b,7

— communications and digital service providers, vendors,
financial and strategic investors, private equity and

Consumer _ infrastructure funds, governments, regulators,
services Regulation broadcasters, and service and content providers.
__ and policy
Digital = QOur sector specialists understand the distinct local challenges
economy facing clients, in addition to the wider effects of global forces.
; =  We are future-focused and help clients understand the
Enterprise Transaction C ne'p .
challenges and opportunities that new technology brings.
and loT ° support
e Mason
RESEARCH
GLOBAL )
markets *  Our dedicated team of analysts track and forecast the
Strategy different services accessed by consumers and enterprises.
Telecoms and planning G :
software and q = We offer detailed insight into the software, infrastructure and
EIS technology delivering those services.

= Clients benefit from regular and timely intelligence, and direct
access to analysts.

Spectrum

o’
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Consumer services programmes
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Mobile Devices
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Convergence Strategies

Video Strategies

Network investment programmes
Network Investment Strategies
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Telecoms sofiware and networks
programmes

Software Forecastand Strategy
Telecoms Software Market Shares
Network-focused

Next-Generation Wireless Networks
Service Delivery Platforms
Service Fulfilment

Service Assurance

Network Orchestration
Software-Controlled Networking
Customer-focused

Digital Experience

Customer Care

Revenue Management

Analytics
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Research from Analysys Mason

Enterprise and loT programmes

Large Enterprise Voice and Data Connectivity
Large Enterprise Emerging Service Opportunities
SME Strategies

loT and M2M Services

DIGITAL loT Platforms and Technology
ECONOMY
Digital economy programmes

CONSUMER ENTERPRISE
SERVICES AND IOT

Digital Economy Strategies
Future Comms

Regional markets programmes
Global Core Data

REGIONAL Americas
MARKETS Asia-Pacific

Middle East and Africa
European Core Forecasts

RESEARCH ®
PORTFOLIO

European Telecoms Market Matrix

REEE . European Country Reports

TELECOMS %
SOFTWARE SOFTWARE
NETWORK- CUSTOMER-
FOCUSED FOCUSED DataHub

Data covering +80 countries and +400 operators

+1400 forecastand +250 historical metrics
Regional results and worldwide totals
Operator historical data

Compare markets and operators

analysysmason.com/research

Financial valuesin USD, EUR or local currency
Export data to Excel and save searches
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Consulting from Analysys Mason

TRANSACTION SUPPORT

Quality of service = Commercial due diligence

Market review = Technical due diligence

Margin squeeze tests = Mergers and acquisitions

Analysing regulatory accounts (M&As)
Regulatory economic costing = Debt and initial public offerings
(IPOs)

Policy development and response ) )
= Joint-venture (JV) structuring

Media regulation

LA AR R R LR RERRERERRERRERERERERSERERSERSE}}-S

= Mid-market financial sponsors

Expert legal support

Radio spectrum management STRATEGY AND A7 77 /N T LTI TPLD ,
Net cost of universal service PLANNING STRATEGY AND PLANNING :
LN

LN

Radio spectrum auction support = Commercial expertise

. . . <
Postal sector policy: universal service o‘%f
obligation (USO), liberalisation, costing,
pricing and regulation

= Technology optimisation

SPECTRUM MED\P‘ = New digital frontiers

analysysmason.com/consulting
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