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 ƅ During his tenure as Google’s CEO 
Eric Schmidt attended a private meet-
ing in Davos with a group of senior tel-
ecom executives and tried to crack a 
joke. “Why don’t you make all of the 
investment and we will take all the 
profits,” quipped Schmidt, according 
to a story making the rounds in the 
tech industry. Nobody in the room 
laughed. His stab at humour hit too 
close to home. 

The industry is still trying to figure 
out the business models that will sup-
port the building of the souped-up 
networks needed to bring very high 
speed broadband to everyone. Mobile 
broadband subscriptions are expect-
ed to hit the one billion mark in 2011 
and top 3.8 billion by 2015, generat-
ing a fifty-fold increase in data traffic. 
Operators are worried that they will 
be stuck with the bill and, unless new 
business models are put in place, are 
not sure how they can justify the mas-
sive infrastructure investments need-
ed to allow consumers to make video 
calls, stream music, watch movies and 
download and install applications on 
their phones.

Web companies are interested in 
exploring how the mobile operators 
might help them monetize or expand 
their services but are not ready to do 
revenue sharing deals and are resist-
ing the notion of differentiated pric-

ing for internet services.  The question 
is whether staid telecom companies 
and disruptive newcomers can team 
up in a way that would allow both 
sides to benefit financially.

The fact that telecommunication 
industry executives are sharing the 
stage at the Mobile World Congress 
in Barcelona Feb. 14-17 with Goog-
le’s Schmidt, now the company’s ex-
ecutive chairman, and the entrepre-
neurs behind Twitter, Foursquare, 
Skype and Square, illustrates just how 
dramatically the sector is changing.  

“The time when mobile operators 
could be gatekeepers and it was  im-
possible to bypass them is rapidly 
coming to an end,” says Alexander 
Isozimov, until recently the chair-
man of the GSMA, an industry asso-
ciation that represents over 800 of 
the world’s mobile operators, and the 
current chief of Vimpelcom, one of 
Russia’s three top mobile operators.  
“If mobile operators partner just to 
avoid being bypassed we will be by-
passed. We have to come up with a 
clear and unique value add and pro-
vide it in the most cost-efficient way, 
improving the financial return in the 
value chain,” he says.

If they don’t, the role of the mo-
bile operators, once an abiding sym-
bol of corporate might, will contin-
ue to shrink.

Bypass is already a reality. Consider 
a statement the former CEO of Voda-
fone, one of the world’s largest opera-
tors, made to the press on November 
19, 2007: “The simple fact that we have 
the customer and billing relationship 
is a hugely powerful thing that no-
body can take away from us.”  Apple 
proved him wrong. . Citibank is pro-
jecting Apple’s App Store will bring in 
$2 billion in revenue in 2011, billing 
consumers directly and taking a hefty 
cut of all the apps it sells. 

Then there is eBay mobile. The 
company has 30 million customers 
and racked up $2 billion in transac-
tions over mobile phones last year, 
using Paypal, rather than the op-
erators’ billing systems, as a pay-
ment mechanism. “To be honest we 
haven’t done a lot with carriers,” says 
Steve Yankovich, vice-president of 
eBay Mobile.

Google and Apple are grabbing sig-
nificant revenues from mobile ad-
vertising, an area in which opera-
tors have had only limited success to 
date. And companies like Skype and 
Google, which grew by innovating on 
the edges of the telecom network, are 
now revolutionizing the network it-
self, grabbing voice traffic and caus-
ing revenues from that stream of core 
business to further plummet. 

“Mobile operators used to be at the 

centre of the ecosystem,” says Thom-
as Husson, a Paris-based analyst 
at Forrester Research. “They were 
controlling the user experience and 
haven’t necessarily anticipated the 
tectonic shift.”

The whole concept of who supplies 
telecoms and communications is 
changing. Telephony and other com-
munication services will increasingly 
be just another software application 
with no special relationship to device, 
platform or location, making it possi-
ble for a player like Facebook to offer 
mobile services. 

Analysts are projecting that Face-
book – which now has more than 500 
million users globally– will buy Sky-
pe in 2011 and launch a calling service 

within its mobile applications.  The 
acquisition of Skype would provide 
Facebook with a huge group of users 
that complements its own. Function-
ality could easily be added to enable a 
small telephone symbol next to Face-
book contacts that are online: all us-
ers would need to do is click to make 
a call. Initially the service is likely to 
be restricted to wi-fi connections but 
the potential for expansion is clear. 
“Operators will be powerless to stop 
this trend and they will see their rev-
enue from roaming calls dip further,” 
predicts CCS Insight, a UK-based 
mobile consultancy.

There is still room, though, for the 
operators and the web players to 
come together so that everyone can 
make money, says Skype co-found-
er Niklas Zennstrom, who now heads 
up London-based venture capital firm 
Atomico. “I think that it is important 
that everyone understand that the 
mobile web is a symbiotic ecosys-
tem where all the companies actu-
ally need to function together,” says 
Zennstrom, a speaker at this year’s 
Mobile World Congress. “The oper-
ators need to deliver great services to 
drive broadband sales and the online 
companies need great networks to de-
liver their online services.”

CONTINUED ON PAGE 04

FUELING GROWTH As big internet players take centre stage mobile 
operators are having to embrace new business models to avoid being 
sidelined, writes Jennifer L. Schenker 

Skype’s Niklas Zennstrom and Foursquare’s Dennis Crowley
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Web players are open to collabora-
tion. Foursquare, for example, sees 
partnering with operators to get its site 
promoted as a great way to widen its 
distribution. “As part of our business 
development we are lining up deals 
with different carriers from all over the 
world,” says Foursquare CEO Dennis 
Crowley, also a speaker at the Congress. 

NEW BUSINESS MODELS
But other, deeper, types of collabora-
tion bear exploring. “The big oppor-
tunity being missed by operators is 
payment,” says Zennstrom.  “It is not 
too late.” Some Web companies are 
interested in using not only opera-
tors’ knowledge about customers but 
also their ability to bill for services. 
The problem is that carriers are still 
looking for revenue sharing arrange-
ments that give them hefty cuts of 30 
per cent or more, and that won’t fly, 
says Zennstrom. Operators can make 
good money on volume if  they agree 
to much lower rates.

Mobile operators can’t afford to take 
less than a 20 per cent to 25 per cent 
cut because the costs for operators 
of paying commissions to retailers 
for pre-paid customer recharges and 
other costs associated with billing are 
very high, says John Strand, founder 
of Copenhagen-based mobile consul-
tancy Strand Consult.  

Expertise on micropayments gained 
from experience billing for premium 
sms services like downloadable ring-
tones could be used to help media com-
panies monetize their content on tablet 
computers, says Strand. Today content 
companies pay Apple 30 per cent to 
reach tens of millions of Apple devices 
while operators reach a potential cus-
tomer base of 4.8 billion, he says.

Another model could open up busi-
ness opportunities for a whole range 
of players while generating new 
sources of revenues for the opera-
tors. OpenAPI (short for application 
programming interfaces) is a GSMA-
led industry initiative that would – for 
the first time – allow third parties to 
access multiple telco networks in or-
der to develop services that take ad-
vantage of thenetworks’ built-in func-
tionality and intelligence and use the 
operators’ billing systems to invoice 
the services. Such wholesale services 
create an entirely new revenue stream 
for operators, without the headache 
and expense of having to dream up, 
create and market new services.

Services envisioned include in-app 
billing, network-derived location and 
click-to-call conferencing that operate 
across multiple network operators.  For 
example, a Web developer could lever-
age presence and billing in the telco op-
erators’ network to design a new ser-
vice, like setting up a conference call 
between 10 mobile phones with a sim-
ple click, and that could be bundled with 
an online offering from a software-as-a-
service vendor like salesforce.com.  The 
operator would remain invisible but 
would earn revenue per transaction, ex-
plains Allen Snyder, chief executive of 
Aepona, a Belfast-based mobile cloud 
computing company that specializes in 
helping operators leverage the intelli-
gence in their networks to create such 
wholesale services. 

The first commercial OneAPI multi-
network service has been launched in 

Canada, linking mobile networks run 
by TELUS, Bell Canada and Rogers 
Communications. The service is run 
by the GSMA on a platform provid-
ed by Aepona.

“The mobile operator’s strength is 
– and will continue to be – the combi-
nation of having a large customer base 
and a billing system,” says Danish mo-
bile consultant Strand. “Combined 
with open APIs this will make mobile 
operators intelligent bit pipes.” 

DUMB PIPES OR CONTENT KINGS?
Even if operators do nothing spe-
cial, they would still be making buck-
ets of money on the transport of traf-
fic. If operators make $10 per month 
in ARPU (average revenue per user) 
and there are 4.6 billion mobile users 
worldwide, that works out to $46 bil-
lion a month. “There is nothing wrong 
with being a dumb pipe,” says Strand.

Some operators, such as Hutchison 
Whampoa’s 3 UK, have decided that 
they will not try to create their own 
content. Instead, it is thriving by em-
bracing online players and differenti-
ating on the quality of their network 
and customer service. It was the first 
operator to integrate VoIP operator 
Skype, for example, and ensured the 
success of the service by integrating 
it in a way that ensured it would work 
well for consumers.

3 UK is attracting clients by offering 
a better experience for consumers who 
want to use bandwidth-hogging servic-
es like video. “Our strategy is to make 
our pipe as smart as can be and then 
make sure people are using our pipe 
and access rather than anyone else’s,” 
says Charlotte Blanchard, 3 UK’s direc-
tor of products and services. 

But many operators have much 
grander ambitions.  They are not con-
tent to just leverage their plumbing and 
move digital bits through their pipes, 
they want to move into the media, bank-
ing and advertising businesses. So far 
bids to become media players have been 
spectacular, expensive failures. “We are 
talking about massive shareholder val-
ue destruction,” says Strand. 

Industry efforts to emulate Apple’s 
success with its App Store have also 
flopped. Until now the mobile mar-
ketplace has been fragmented, in 
terms of both technology platforms 
and individual operators opening 
their own app stores. With the indus-
try in a state of flux, developers have 
flocked to Apple’s App Store, creating 

more than 300,000 applications while 
largely ignoring the rest.

 At last year’s Mobile World Con-
gress 24 operators - including Chi-
na Mobile, Vodafone and the U.S.’s 
AT&T  formed an alliance to build an 
open platform that delivers applica-
tions to all mobile phone users. Oper-
ators in the alliance, blandly named 
the Wholesale Applications Commu-
nity or WAC, set a goal of establishing 
a simple route to market for develop-
ers striving to deliver applications and 
services to a much wider possible base 
of customers. Telecom company ex-
ecutives and analysts say the results 
have been disappointing. 

While it takes time for industry-
wide initiatives to thrive, Rene Schus-
ter, CEO of Telefónica O2 Germany, 
says he sees opportunities for individ-
ual operators in areas such as mobile 
security (data protection, virus pro-
tection), mobile money (both peer-to-
peer and international remittances) 
and machine-to-machine commu-
nications (the so-called Internet of 
Things which will connect all devices 
and appliances to the internet).

Schuster acknowledges that in some 
cases it is smart to embrace disruptive 
players, pointing to Telefónica’s 2009 
purchase of internet telephony com-
pany JaJah, in a $207 million all-cash 
deal, enabling it to expand its offers 
to include communications services 
to online customers.

And, Schuster says he believes that it 
is crucial that mobile operators work 
more closely with other types of inter-
net players. “We have to find a way to get 
together from a transaction or quality of 
service point of view,” he says.

That will be tough. When it comes to 
revenue splits telecom operators still 
bat around figures ranging from 20 
per cent to 50 per cent, while internet 
players are thinking single digits. And, 
the quality of service concept, which 
would introduce differentiated pricing 
for different services, is being resisted 
by companies like Google, which wants 
to prevent the operators from being al-
lowed to prioritize their own services.

It is clear the two sides are still far 
apart. But the fact that they are min-
gling at the Mobile World Congress 
conference is a start. There is clear-
ly a strong incentive for the operators 
to be receptive to new business mod-
els. Otherwise they may end up shar-
ing not just the stage in Barcelona but 
a bigger share of their revenues.   

 ƅ Gate-crashing U.S. tech giants Ap-
ple and Google are grabbing mar-
ket and mindshare from Nokia, the 
world’s largest handset maker, and 
Symbian, the long-time market lead-
er of operating system software for 
advanced mobile phones. With such a 
sizeable and early lead in the market, 
how could things go so horribly wrong 
for Europe’s mobile stars?  

Nokia had the vision, seeing itself 
transform from a hardware into a 
software company as far back as 2000, 
eight years before the first iPhone hit 
the streets. And industry observers 
have long credited the Finnish phone 
maker with being a master at supply 
chain logistics. But it made major mis-
takes in the U.S., missing clamshells, 
qwerty keyboards and touchtone 
screens, say analysts. 

Downplaying the U.S. wasn’t an is-
sue when that country was a mobile 
backwater. But the American market 
is currently the centre of the universe 
for everything having to do with mo-
bile convergence and Nokia continues 
to trail there. It now has just 2 per cent 
of the U.S. market, according to tech-
nology consultancy Strategy Analyt-
ics, and its share price has dipped 70 
per cent since the introduction of the 
iPhone in 2007.

Nokia’s woes don’t stop there.  Al-
though 1.3 billion people use Nokia 
phones, and the company remains 
the leading handset maker, with 31 
per cent of the global market, accord-
ing to Strategy Analytics, its market 
share has plummeted in the last year 
in both China and India, due to in-
creased competition from local play-
ers and failure to satisfy demand in 
India for phones that can handle dual 
Sim chips to allow consumers to easi-
ly switch between operators to get the 
cheapest price for calls.

“Nokia faces some significant chal-

lenges in our competitiveness and 
our execution,” Nokia CEO Stephen 
Elop, a former Microsoft executive, 
acknowledged when the company re-
leased its fourth quarter earnings re-
port. “In short the industry changed 
and it is time for Nokia to change fast-
er.”  Elop is rumoured to be consider-
ing forging a closer relationship with 
Microsoft or building a European eco-
system with the operators that could 
compete against those created by Sil-
icon Valley players. He is expected to 
discuss his plans during Nokia’s Capi-
tal Markets day Feb. 11, after this pub-
lication has gone to press.

Nokia and a crop of rivals both old 
and new are in the midst of a high-
stakes struggle. The complexion of the 
industry is changing and the outcome 
could shape the future of mobile com-
munication -- and by extension, of the 
internet, as a growing number of con-
sumers around the world access the 
web from handheld devices.

This is an issue that will not only 
impact Finland, where Nokia and the 
ecosystem around it account for some 
seven per cent of GDP and employ-
ment, but Europe as a whole. The U.S. 
dominates the internet. Can the Con-
tinent afford to let it control the mo-
bile web?

“It is all about ecosystem now,” says 
Stuart Orr, who heads the EMEA com-
munication and high-tech practice for 
Accenture in London. “That is the key 
to sustained revenue growth and what 
Apple and Google have done to create 
the market rather than to use the lega-
cy handset-driven value chain.” 

FALLING BEHIND
Google’s mobile operating system, 
Android, grew 600 per cent year-on-
year, and according to UK technolo-
gy consultancy Canalys, managed to 
surpass Symbian’s market share in 

the three months running up to De-
cember, knocking it out of first place. 
Manufacturers shipped 33.3 million 
cellphones running Android, Goog-
le’s cellphone operating system, in 
the fourth quarter of last year, up from 
4.7 million a year earlier, according to 
Canalys, the research firm in Read-
ing, England. (See chart.) Shipments 
of phones running the Symbian oper-
ating system rose 31 per cent to 31 mil-
lion during the quarter, Canalys said.

Figures from other analysts placed 
Symbian slightly in the lead over An-
droid in the fourth quarter but they 
say it is likely only a matter of months 
before Google’s operating system sur-
passes Symbian. “Nokia knows what to 
do,” says Accenture’s Orr, “They’ll have 
to execute a bold strategy to compete 
with the likes of Google and Apple.” 

Symbian, which has no brand recog-
nition outside of the technical com-
munity, also lacks buzz in the U.S. and 
its once hefty slice of the global mar-
ket is slipping.  Until 2009, Symbian 
was owned by a consortium of rivals 
that included Nokia, Sony Ericsson, 

Panasonic, Siemens, and Samsung. 
The company was set up a decade ago 
to develop an independent software 
platform for smartphones. Nokia has 
always dominated Symbian –limit-
ing take-up by other handset mak-
ers - and in 2008 the Finnish handset 
maker bought the 52.1 per cent of the 
Symbian shares it didn’t already own 
in the London-based consortium. 

Nokia merged the company with 
parts of its own organization and then 
created an open-source foundation, 
intending to give away the resulting 
software for free to other handset 
makers.  The idea was that by open-
ing up Symbian to the industry and 
making it free, the software would be-
come more robust and widely used.

That strategy didn’t work and Sym-
bian was folded back into the mother 
ship. Now Elop is under intense pres-
sure to come up with a new strategy. 
“Nokia needs to be regarded by devel-
opers, by the financial markets, and by 
its channels, customers and users as 
a company that is playing a real role 
in shaping the future of the mobile 
industry,” notes CCS Insight, a UK 
based mobile consultancy.

LOOKING AHEAD 
To achieve this, Nokia has to have 
software platforms that are on the 
shortlist of developers. At present, 
the three on the list are Apple, An-
droid and Rim or Microsoft. As well, 
after years of unsuccessful attempts, 
it must figure out how to gain mind-

share and market share in the U.S. Fi-
nally, Nokia needs to better leverage 
the strong maps, music and messag-
ing services in Ovi, Nokia’s app store. 
“It is important now for Nokia to show 
that Ovi services are becoming large 
enough to make meaningful contribu-
tions for revenue, profit or customer 
loyalty,” reports CCS Insight.

There is much at stake. To be sure, 
Europe has other strengths in mo-
bile: it is home to two of the world’s 
largest telecom equipment makers, 
Alcatel-Lucent and Nokia Siemens; 
to handset maker Sony Ericsson; to 
strong players in the infrastructure 
and chipset design spaces, such as 
ARM and Cambridge Silicon Radio; 
to start-ups that have managed to cap-
ture global consumer audiences such 
as Playfish and Roveo Mobile, the 
company behind Angry Birds, a pop-
ular game on iPhone that is now being 
turned into a board game by Mattel, a 
TV series and a movie; and to pioneers 
like Layar and Metaio in new areas 
like augmented reality, says industry 
veteran Ken Blakeslee, founder of UK-
based Web Mobility Ventures, a con-
sultancy which advises and invests  in 
mobile sector start-ups. 

But gone are the days when Europe 
set the tone. Right now, the market is 
moving faster than ever and the U.S. 
is driving innovation in both smart-
phones and applications. Nokia and 
Symbian have already lost their edge, 
say analysts, and now are coming dan-
gerously close to losing their lead.    

HAS EUROPE 
LOST ITS 
MOBILE MOJO? 
EUROPE’S MOBILE SECTOR Some high-profile mobile start-ups are  
thriving but Nokia and Symbian are coming dangerously close to losing   
their lead as innovation in both smartphones and applications shifts to  
the U.S., writes Jennifer L. Schenker  

WORLDWIDE SMART PHONE MARKET

Source: Canalys estimates, © Canalys 2011

MARKET SHARES Q4 2010, Q4 2009   

 Q4 2010  Q4 2009 
 SHIPMENTS  SHIPMENTS  GROWTH 
OS VENDOR (MILLIONS) % SHARE (MILLIONS) % SHARE Q4 ’10/Q4’09

GOOGLE  33.3  32.9%  4.7  8.7% 615.1% 

NOKIA  31.0  30.6%  23.9  44.4% 30.0%

APPLE  16.2  16.0%  8.7  16.3% 85.9%

RIM  14.6  14.4%  10.7  20.0% 36.0%

MICROSOFT  3.1  3.1%  3.9  7.2% -20.3%

OTHERS  3.0  2.9%  1.8  3.4% 64.8%

TOTAL  101.2  100.0%  53.7  100.0% 88.6%

* Note: The Google numbers in this table relate to Android, as well as the OMS and Tapas platform variants

Nokia CEO

Stephen Elop

CONTINUED FROM PAGE 03
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MOBILE ADVERTISING Operators compete with Google and Apple 
for advertiser revenue, writes Charles Wallace 

CHANGE OF CHANNEL: 
SMARTPHONES BECOME  
THE NEW AD PLATFORM 

PROJECTED GROWTH OF GLOBAL MOBILE  
ADVERTISING EXPENDITURE
 2010 2015  

STANDARD SMS $464.7 $1,378.1

STANDARD MMS $22.8 $197.4

LOCATION-BASED MESSAGING $10.2 $1,422.7

IN-CONTENT ADVERTISING $163.6 $1,820.3

MOBILE INTERNET $2,375.0 $5,828.3

IDLE SCREEN $13.2 $117.2

RINGBACK ADVERTISING $65.4 $780.1

TOTAL $3,114.9 $11,544.1

Source: Juniper Research
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 ƅ On the first day of winter, the Ger-
man automaker BMW’s mobile mar-
keting division had a brainstorm. 
Since it is a legal requirement in Ger-
many that all cars must be equipped 
with snow tires when winter begins, 
BMW sent out a text message to every 
car owner in its domestic German da-
tabase with a photo of their car sport-
ing brand new winter tires. The re-
sult was dramatic: €14 million in new 
tires sales.

Chalk up a legendary success to the 
power of the nascent field of mobile 
advertising, a marketing tool that has 
recently begun to grow exponential-
ly: Japanese advertisers spent over $1 
billion on mobile ads in 2010, while 
the figure reached $790 million in the 
U.S., and European brands spent  $110 
million, according to British mobile 
researcher mobileSquared.

It is no surprise, then, that the mo-
bile advertising sector will be a big 
focus at this year’s Mobile World 
Congress in Barcelona Feb. 14-17. 
Advertising mogul Martin Sorrell, 
founder and chief of WPP, is sched-
uled to give one of the keynotes, along-
side of telecom industry executives.  
Big advertisers are also flocking to 
the mobile sector’s huge annual con-
ference this year: Coke is sponsoring a 
Brand App Challenge in Barcelona for 
developers to create customized mo-
bile applications for a wide range of 
mobile operating systems. The idea is 
to inspire novel approaches to adver-
tising use mobile apps.

The rich potential of the mobile ad 
market has attracted Silicon Valley gi-
ants. Google outbid Apple by paying 
$750 million for the leading mobile 
advertising company, AdMob, in 2009. 
Apple countered by buying mobile net-
work Quattro Wireless for $300 mil-
lion and rolling out its new iAd ad-
vertising platform. Now, Facebook is 
joining the race to grab local and mo-
bile advertising, launching services in 
the US and Europe that offer users dis-
counts at stores, restaurants and en-
tertainment venues when they “check 
in” to shops and establishments using 
their smartphones.

So where does that leave mobile op-
erators?  Several years ago, Blyk, a 
venture-based start-up, pioneered a 
permission-based mobile marketing 
model that is now gaining momentum 
among telecom operators. The prin-
cipal with services like O2 More, Or-
ange Shots and E-plus Gettings,  is for 
operators to offer opt-in push messag-
ing models that offer consumers in-
centives based on their preferences. 
The real value comes from the quali-
ty of two-way interaction with target-
ed segments of consumers. “If well ex-
ecuted and highly qualified, this direct 
messaging approach looks promising 
as a new form of engagement in which 

operators are uniquely positioned to 
bridge brands and consumers,” says 
Paris-based Forrester Research ana-
lyst Thomas Husson.  

GENERATING NEW REVENUE
Analysts say that to date telecom op-
erators bet on mobile advertising as 
a way to generate lucrative new rev-
enue streams has not lived up to ex-
pectations. Now that this niche mar-
ket is gaining momentum and Google 
and Apple have invested more than $1 
billion in acquiring mobile advertising 
networks, the nascent mobile market-
ing value chain is maturing and evolv-
ing. Analysts say it is not too late for 
operators to play an important role, 
but it may be a different one than orig-
inally envisioned.

 Mobile operators need to close the 
cultural gap with agencies and adver-
tisers and make the most of their con-
sumer data by selling marketers rel-
evant clusters of information in an 
anonymous and aggregated form, says 
Husson. Operators have the ability to 
offer marketers metadata, such as de-
vice ownership, average revenue per 
user (ARPU), past behavior, service 
usage, roaming information, and call 
history, on top of consumer profiles 
and couple it with other enablers like 
location, payments, and couponing.

 Husson says mobile operators 
would be better off positioning them-
selves as trusted wholesale enablers 
of such metadata and enabling servic-
es instead of trying to play a key, inte-
grated role in monetizing their own 
web portal audiences, which are in-
creasingly shrinking.  The challenge 
in moving to this business model will 
be for operators to become the trust-
ed party both for advertisers and con-
sumers, who want their privacy and 
identity to be respected, he says.

EXPANDED REACH
The line between straight ads and 
more nuanced marketing has become 
blurred with all the new technology. 
In addition to standard SMS, MMS, 
email and the voice channel, there is 
an application channel for apps tai-
lored to the iPhone, the Android and 
the HP Palm OS, as well as so-called 
proximity channels which utilize 
Bluetooth, Wi-Fi, Near Field Com-
munications (the technology that lets 
you make payments with your mo-
bile phone) and RFID, which uses ra-
dio waves to communicate with a tag.

Content providers as well as adver-
tisers need to be aware that mobile 
now accounts for between 5% and 
10% of all web traffic, says mobileS-
quared’s Nick Lane. “If their website 
isn’t optimized for a mobile experi-
ence, then potentially they could be 
alienating new customers. No compa-
ny can afford to do that. They’ve really 

got to think about not just the PC ex-
perience but the mobile experience.”

Experts believe the future in mo-
bile advertising will be in location-
based services, which take advantage 
of the mobile’s unique ability to use 
GPS to put a consumer near a point 
of sale. For example, San Francisco-
based Placecast has set up geo-fences 
around fast-food chain Sonic’s outlets, 
American Eagle Outifitters clothing 
stores, and recreation gear company 
REI’s shops in the U.S., and Starbucks 
in the U.K. The technology sends out 
text messages known as ShopAlerts 
to consumers who have already opt-
ed in to receive offers who enter the 
area near those shops.

MOBILE ADS ARE GROWING 
RAPIDLY 
Coca-Cola is taking a different ap-
proach. It doesn’t do any tradition-
al advertising on mobile but has 
produced a very successful augment-
ed-reality game called Life Cycle that 
promoted the Coke Zero brand and 
another app called Scavenger that al-
lowed consumers to collect points in 
a shopping mall using their mobiles. 
“This type of marketing is still on the 
smaller end, but is growing very, very 
rapidly,” says Susan Stribling, a Coke 
spokeswoman.

Advertisers like Coke are using the 
medium cautiously, embedding sub-

tle brand messages in downloadable 
apps like games rather than invest-
ing in banner advertising that cov-
ers a screen and irritates the viewer.  
Others like L’Oreal and hair product 
company Brylcream have used quiz-
zes sent via sms or mms with texting 
to entice mobile phone users to en-
gage with their products.

There are still some issues to be 
worked out. Mobile is an intensely 
private medium and customers often 
resist having ads sent to their phones. 
“People don’t take lightly being bom-
barded with advertising and spam so 
it needs to be treated as a completely 
separate platform,” says Paolo Pesca-
tore, an analyst at UK mobile consul-
tancy CCS Insight.

MEASURING RESULTS
While mobile advertising started out 
being measured in much the same way 
as other traditional types of ads, using 
a cost per thousand views as the stand-
ard, it has quickly transformed into us-
ing mobile’s more productive meas-
urements, says Harald Neidhardt, 
chief marketing officer of Germany’s 
Smaalto, which helps publishers find 
ads for their apps.  So instead of CPM 
the trend is toward cost per click or 
CPC.” The market is about 80% per-
formance-based now,” Neidhardt says.

Mobile operators themselves are 
leveraging the platform to sell prod-
ucts and services to their own cus-
tomers. Marco Veremis, chairman 
of U.K.-based Upstream Systems, 
whose firm provides advertising sup-
port to 40 mobile operators around 
the world, said his company generat-
ed $80 million in revenue in 2010 by 
producing $500 million in new sales 
for his clients.

Consider a successful recent cam-
paign for Vodafone Europe. When a 
Vodafone customer finished an ex-
pensive overseas voice call, he would 
receive a so-called Unstructured 
Supplementary Service Data (USSD) 
message advising him that he could 
have saved a substantial amount of 
money on the call if he had subscribed 

to a discount call package offered by 
the operator. The campaign was so 
successful that sales jumped 20 per 
cent in a single month, Veremis said.

OPERATORS HAVE DETAILED 
INFORMATION 
“This represent real revenue, it’s not 
speculative, it’s not brand, it’s not im-
pressions, it’s real revenue,” Veremis 
says. The secret of the campaign’s 
success, he notes, is that operators al-
ready own detailed information about 
their customers and know such things 
as at what time of the day they like to 
call and even what subjects they are 
interested in, judging by what they 
have clicked on in the past or down-
loaded from app stores.

Windsor Holden, chief analyst for 
Juniper Research, says it’s mobile’s 
potential for “very detailed analytics,” 
that helps make it most attractive as 
an advertising medium. “It’s a quanti-
fiable distribution channel and it’s rel-
atively successful both in terms both 
of engaging more users and offering 
opportunity to click through to re-
spond to messages,” Holden says. “As 
the use of mobile Internet increases, I 
think you will see a significant propor-
tion of digital advertisement spend-
ing moving across specifically to mo-
bile channels.”   

  The challenge in moving 
to this business model will 
be for operators to become 
the trusted party both for 
advertisers and consumers, 
who want their privacy and 
identity to be respected

WI-FI Fon, the global wi-fi sharing service backed by  Google and Skype, is 
thriving now that operators see  it as a way of offloading the huge increase 
in mobile  data traffic, writes Jennifer L. Schenker 

 ƅ “The Wi-fi Revolt!” screamed a 
2006 headline on the cover story of a 
Silicon Valley magazine, “Google plus 
Skype team up with radical start-up to 
overturn the telecom industry.” The 
story was about Fon, a Madrid-based 
start-up that offers a global Wi-fi shar-
ing service created by serial entrepre-
neur Martin Varsavsky. 

Varsavsky, who started half a doz-
en companies before he turned 40, 
specializes in disrupting the tele-
com industry. The native Argentine-
an pioneered callback services when 
he launched Viatel in 1991, exploit-
ing loopholes in EU regulations to 
challenge the continent’s dominant 
phone companies. Since then, he built 
Spanish Internet company Ya.com 
which famously lured away 25 of in-
cumbent Telefònica’s executives in 
a single day and was sold in 2001 to  
T-Online International Deutsche Tel-
ekom’s internet subsidiary for €550 
million. He also founded Jazztel, one 
of Spain’s largest public telecom com-
panies and a continuous thorn in Tel-
efònica’s side.

 So, when Fon got backing from Sky-
pe, Google and venture capital firms 
Sequoia and Index Ventures to start 
spreading ubiquitous wireless broad-
band access, telecom industry execu-
tives were worried.  At the time Wi-fi 

was seen as a service that would re-
place traditional cellular technolo-
gy by besting it in both performance 
and price.

Times have changed. Wi-fi is now 
seen as a compliment, rather than 
as an alternative, to traditional mo-
bile carriers’ network. And Varsavs-
ky, once feared as a foe, is thriving by 
positioning himself as the operators’ 
new best friend.

The strategy appears to be work-
ing. Fon, which came close to clos-
ing its doors in 2008, is back in the 
black, ending 2010 with revenues of  
€28 million, up from €5 million the 
year before.

 The company sold 1.9 million rout-
ers in 2010 and expanded its business 
into Asia, thanks in part to a ground-
breaking deal last October with Ja-
pan’s Softbank.

The Softbank Japan deal represents 
a new business cycle for Fon and a ma-
jor industry trend. More and more 
people are buying smartphones and 
tablets and using them to download 
bandwidth-hogging services like vid-
eo. Mobile operators are desperate to 
offload the fifty-fold increase in data 
traffic that consumers are expected 
to generate by 2015 because their cur-
rent networks can’t handle it.

Fon is one of a whole host of young 

venture-backed companies that are 
offering ways for operators better 
cope with the surge.  That help is bad-
ly needed. Consider the beating that 
AT&T took on Comedy Central’s Dai-
ly Show in January, when one of its 
comedians made fun of the bad qual-
ity of video calls on the Apple iPhone 
over AT&T’s network, joking that it 
cost him $400 to send every SMS be-
cause he had to send an iPhone to the 
recipient in order to make sure the 
message was received.

To avoid bad customer experience 
and the resulting churn, Japan’s Soft-
bank now gives every purchaser of 
an iPhone a Fon router and config-
ures the phone in the store to con-
nect to Wi-fi for faster mobile data 
services. Fon is looking to do more of 
these kinds of deals. “We don’t just 
help consumers, we help telcos,” says 
Varsavsky. “When an operator adds 
Fon into the mix it improves the qual-
ity of service, saves on capex and re-
duces churn.”

GAINING TRACTION
On February 1 Fon announced that it 
had surpassed three million hotspots 
worldwide, growing by more than 200 
per cent year-on-year, and increasing 
its lead with Boingo, a Wi-fi aggrega-
tor that currently hosts 211,000 hot-

spots. Varsavsky boasts that not only 
are revenues on the upswing, the com-
pany is now six times larger than the 
Boingo, iPass and T-Mobile Wi-Fi net-
works combined.

 Fon, which plans to meet with mo-
bile and fixed operators at the Mobile 
World Congress in Barcelona, Febru-
ary 14-17, is actively looking for part-
ners in the US, Germany and Latin 
America. In the UK its services have 
been integrated into set-top boxes dis-
tributed to consumers by BT for the 
last three years. Fon’s service is also 
available via hotspots. 

The principle is crowdsourced Wi-
fi: as a member of the Fon communi-
ty consumers agree to share some of 
their Wi-fi at home, and get free roam-
ing at Fon Spots worldwide in return. 
To deal with security issues, Fon pro-
duces routers that when connected to 
ADSL/broadband make it possible to 
broadcast two powerful, dedicated Wi-
fi signals. One signal is encrypted and 
private. The other signal is public and 
accessible via password to registered 
members of the Fon community. Op-
tions include becoming a member by 
buying a  router once or by opting in to 
the Fon service for free, courtesy of a 
telco partner.  Outside of the UK telco 
partners include MTS (Comstar-UTS) 
Russia, SFR France and ZON Portugal.

 After BT, the pace of partnerships 
with other telcos stalled, and it took 
awhile to get the hardware right, but 
Varsavsky says he believes so strong-
ly in Fon that he put some of his own 
money in without diluting the shares 
of financial backers. Then gizmos 
like the iPhone and the iPad came 
along and business started picking 
up. With the serious strain being put 
on operators’ networks by mobile 
data traffic, Varsavsky’s hunch ap-
pears to have been right. This cycle 
of the telecom business appears to 
be in Fon’s favour.   

Fon founder  

Martin VarsavskyFON’S  
NEW CYCLE 

  Wi-fi is now seen as a 
compliment, rather than as 
an alternative, to traditional 
mobile carriers’ network.  
And Varsavsky, once feared 
as a foe, is thriving by 
positioning himself as the 
operators’ new best friend
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THE 25 HOTTEST  
MOBILE START-UPS

 ƅ Half of the board and nearly all of 
the management committee have been 
replaced and the 112-year old company 
has traded its grandiose headquarters 
on Paris’ Rue La Boétie for a far more 
compact building near the Eiffel Tow-
er. In lieu of an enormous office with 
plush carpeting and expensive art, Al-
catel-Lucent’s chief now works from a 
simple office that anyone can use when 
he is not in. He ensures that employees 
talk with him and each other by man-
dating start-up style open office space 
and crowdsourcing input on a new in-
ternal social network. 

Since leaving his position as BT’s 
chief executive in September 2008 
to take on the top job at Alcatel-Lu-
cent, chief Ben Verwaayen has made 
it a priority to knit together the com-
panies’ employees, divisions and 
technologies, cut costs , and improve 
communication.  It is not surprising 
then that the same ethos is now per-
meating the equipment the compa-
ny makes.  On Feb. 7 Alcatel-Lucent 
unveiled radically different mobile 
networking gear that brings togeth-
er separate divisions’ technological 
strengths while cutting the cost of the 
equipment in half, saving space, and 
improving the way people in far-flung 
corners of the earth communicate 
with each other.

 It’s called lightRadio and it says a 
lot about the future of networking 
and about the future of Alcatel-Lu-
cent itself. 

How different is it? “This signals the 
end of the base station and the cell 
tower as we know it today,” Verwaay-
en said in his Feb. 7 statement. 

A conventional base station, which 
links mobile phones to a wireless car-
rier’s network, consists of an electron-
ic equipment cabinet connected by 
large cables to a group of antennas. The 
equipment can be the size of a small 
car, big enough to require its own small 
building. The large unsightly anten-
nas are mounted on a dedicated tower 
structure, or on an existing structure, 
such as the top of a building.

lightRadio  reduces the size and 
weight of base stations that were so 

heavy they sometimes made the roofs 
of Europe’s historical buildings sag, 
making it possible to  start putting an-
tennas everywhere there is electric-
ity and a broadband connection and 
mesh them to provide dynamic and 
cost effective connectivity.

lightRadio also shrinks today’s clut-
ter of antennas serving 2G, 3G, and 
LTE systems into a single powerful 
Bell Labs-pioneered antenna that can 
be mounted on poles, sides of build-
ings or anywhere else there is power 
and a broadband connection.

The technology, which is being sup-
ported by industry partners Freescale 
Semiconductors and HP, will be show-
cased at the Mobile World Congress in 
Barcelona Feb. 14-17. Some elements 
will be made commercially available 
in the fourth quarter, others will be pi-
loted later this year and become wide-
ly available in 2012. 

The innovation coincides with 
growing demand for third-and-fourth 
generation mobile networks and de-
vices involving the mass adoption 
of wireless television services, video 
viewing and other forms of broadband 
content. The total addressable market 
for the radio technology necessary to 
serve such networks and devices is ex-
pected to exceed €100 billion over the 
next seven years.

Other major benefits from lightRa-
dio include shrinking the carbon foot-
print of mobile networks by half, re-
ducing the total-cost-of-ownership 
of mobile operators by up to 50 per 
cent and improving end user servic-
es by significantly increasing band-
width per user thanks to the deploy-
ment of small antennas everywhere. 
The flexibility of the technology and 
its size and cost benefits are expected 
to help governments meet targets for 
universal broadband access and close 
the so-called “digital divide.”

Ken Rehbehn, a principal analyst 
specializing in radio access networks 
at US technology consultancy Yankee 
Group, says he believes lightRadio will 
transform the industry. “It will help 
drive the economics in the right di-
rection,” he says.  

The introduction of the technolo-
gy also illustrates the radical trans-
formation at Alcatel-Lucent. “Ben 
brings clear-headed thought process-
es and the discipline that appear to 
have been absent,” says Rehben, who 
worked at Alcatel-Lucent under both 
former CEO Patricia Russo and Ver-
waayen.  “There is a much clearer di-
rection in leveraging the strengths 
of portfolios, and  the lightRadio an-
nouncement brings this to fruition, 
drawing the IP assets together with 
innovation on the radio side.” 

Other vendors are sure to follow 
suit, but by being the first to offer this 
technology Alcatel-Lucent could steal 
a march on rivals and improve its bot-
tom line, Rehben says. 

Nomura Securities concurs. “We are 
encouraged as we have been very cau-
tious on the company’s mobile infra-
structure business and this could rep-
resent a differentiated offering and 
allow share gains if it works,” read a 
Feb. 8 research note by global technol-
ogy market analyst  Richard Windsor.

The company needs the boost. Al-
catel-Lucent was formed in the 2006 
merger of France’s Alcatel and the 
U.S.’s Lucent Technologies, with the 
idea that Lucent’s wireless strengths 
would nicely complement Alcatel’s 
footprint in fixed-line and broadband. 
But the merger got off to a rocky start: 
During the first two years alone the 
company posted six quarterly loss-
es and took more than $4.5 billion in 
writedowns. Its stock plunged by 50 
per cent as Alcatel-Lucent was ham-
mered by fierce competition from 
Sweden’s Ericsson and China’s Hua-
wei Technologies.

The company has been trying to 
claw its way back ever since. Two 
years into its three year turn-around 
strategy, thanks in large part to Ver-
waayen’s cost-cutting efforts and a 
retooled product portfolio, Alcatel-
Lucent is expected to record its first 
full-year adjusted operating profit 
since the merger. The company was 
due to report its full year 2010 results 
on February 10, after this publication 
went to press.

 ƅ To identify the most promising mo-
bile companies Informilo Editor-in-
chief Jennifer L. Schenker asked some 
of the most active investors in Europe, 
Israel and the U.S. to nominate and 
evaluate companies outside their own 
portfolios. Some are well known, oth-
ers are below the radar but unlikely to 
stay that way for very long. Below find 
our picks for the top 25:

CONSUMER FOCUSED

Foursquare (www.foursquare.com)
New York City
What it does: Popular online and 
mobile service that lets people 
“check in” and report their location 
to find friends or get tips about the 
place they’re visiting. 
Why it’s hot: The company uses 
game mechanics to reward users 
and grants “mayorships” for being a 
venue’s most frequent visitor. Tens of 
thousands of merchants around the 
world are experimenting with spe-
cial offers to Foursquare users. The 
company has 6.5 million users, with 
some 40 per cent of its traffic com-
ing from outside the U.S.

Fring
London, England and Israel
What it does: Fring’s service, which 
is available on all major Smart-
phones, on any mobile operator 
and any mobile internet connection 
(3G/4G, Wi-Fi, GPRS, EDGE), allows 
users to make free video calls, voice 
calls and do live chat.
Why it’s hot: Fring attracts more 
than one million new smartphone 
users a month and connected more 
than 100 million mobile video call 
minutes last year.

Fon (www.fon.com)
Madrid, Spain
What it does: global wi-fi sharing 
service.
Why it’s hot: Consumer uptake 
is increasing and operators, such 
as Softbank Japan, are now turn-
ing to Fon to help offset the strain 
that bandwidth-hogging data traffic 

places on their networks.
Getjar (www.getjar.com)
Founded in Lithuania, now based in 
San Mateo, California
What it Does: Delivers more than 
70,000 mobile applications to 
phones across all major software 
platforms.
Why it’s hot: The company has gen-
erated more than one billion applica-
tion downloads. 

Instagram (http://instagr.am)
San Francisco, California
What it does: Photo sharing on the 
iPhone.
Why it’s hot: The service allows 
members to take  pictures with their 
phones and add visual effects, then 
post their snaps to social networks 
such as Facebook and Twitter.

Layar (www.layar.com)
Amsterdam, the Netherlands
What it does: Mobile augmented re-
ality.
Why it’s hot: The company’s brows-
er already has been installed more 
than 2.5 million times, and it’s poised 
to be pre-loaded on tens of millions 
of phones from handset makers and 
carriers.

Metaio (www.metaio.com)
Munich, Germany
What it does: Augmented Reality 
software development and content 
creation platforms. 
Why it’s hot: With the Junaio plat-
form, Metaio have taken their so-
phisticated platforms to the mobile 
phone, enabling instant info and in-
teraction with objects such as mag-
azines, posters and even postage 
stamps and TVs. 

Rovio Mobile (www.rovio .com)
Espoo, Finland
What it does: Independent develop-
er of wireless games.
Why it’s hot: Rovio has developed 
titles for some of the biggest names 
in the mobile space including Elec-
tronic Arts, Nokia and Vivendi, and is 
now extending the brand of its pop-
ular Angry Birds mobile game to a 

board game, a TV show and a mo-
tion picture.
Shazam (www.shazam.com)
London, England
What it does: Music discovery engine.
Why it’s hot: More than 75 million 
people are using Shazam
to discover new songs by artists and 
consult concert information

Siine (www.siine.com)
Birmingham, England
What it does: Software that up-
grades the keyboard you current-
ly use to make it easier to browse so-
cial media talk to friends, and get 
work done.
Why it’s hot: Using semantic intelli-
gence, Siine takes into account how 
a mobile phone user speaks, then 
suggest what the person will most 
likely say, potentially saving consum-
ers lots of time doing everyday ac-
tivities that require typing.

Spotify (www.spotify.com)
London, England
What it does: Digital services used 
to discover and share music via so-
cial tools.
Why it’s hot: Millions of users in Eu-
rope use its ad-supported or sub-
scriber service.

Waze (www.waze.com)
Palo Alto, California and Israel
What it does: Offers maps and traf-
fic information based on real-time 
traffic information and the wisdom 
of the crowd.
Why it’s hot: More than 2 million 
drivers are already using Waze, 
which raised a $25 million series B 
round of venture capital in December. 

MOBILE ENTERPRISE  
AND SECURITY

3lm Three Laws of Mobility 
(www.3lm.com) 
San Francisco, California
What it does: A platform for An-
droid mobile devices that allows 
business customers to manage sys-
tem utilities, security, and an enter-
prise app store. 

A turning point for Alcatel-Lucent 
was its’ Feb. 2009 deal with Verizon 
on the build-out of the US operators’ 
fourth generation LTE network.  The 
contract gave the company “a level of 
energy and confidence,” says Pierre 
Barnabé, the Alcatel-Lucent execu-
tive  in charge of corporate human 
resources and transformation.  In 
November 2010 Verizon Wireless an-
nounced a follow-on four-year-agree-
ment expected to be worth $4 billion 
for Alcatel-Lucent, covering contin-
uing 3G network expansion and 4G/
LTE network build-out.

Although the company does have 
traction in the US, Alcatel-Lucent is 
less well positioned in Asia and in Eu-
rope, where it faces stiffer competition 
from traditional rivals. In addition, the 
company will increasingly see itself 
competing against internet players and 
new entrants in the mobile space, says 
Thomas Husson, a Paris-based analyst 
at Forrester Research.

The French equipment maker is try-
ing to differentiate itself by helping 
operators develop new business mod-
els that will help them fund the build-
out of the networks of the future and 
avoid becoming dumb pipes. “They 
are working on applications that re-
ally leverage the intelligence in oper-
ators’ networks,” says Husson. 

Alcatel-Lucent wants to link its 
brand with innovation. It is proud of 

developments from Bell Labs, which 
was prematurely pronounced dead in 
the press a few years back. “It is firing 
on all cylinders now,” says Verwaayen. 
And he says he wants the same out-of-
the-box thinking and energy to per-
meate all parts of the company. 

“The pyramid in the organization has 
been flattened,”  according toBarnabé.

“Verwaayen made that clear to top 
executives from the beginning”, re-
calls Kenneth Frank, a member of 
Alcatel-Lucent’s management com-
mittee.  Verwaayen called them into 
a meeting, set some packages on the 
conference room table and told the 
participants to each grab one.  Then 
he revealed the contents. “They are 
exactly the same,” he told the exec-
utives. “We are all in this together.” 

 They soon found out that Verwaay-
en is a man who means what he says. 
“You don’t have to go to the CEO’s of-
fice, he comes to you,” says Philippe 
Keryer, executive vice president of Al-
catel-Lucent and president of its net-
works operating segment. “He is re-
ally connected with the employees.”

Just how connected? On a Decem-
ber 2009 business trip to the U.S., Ver-
waayen was travelling with three of 
his executives, one of them a woman.  
When they got into their rented econ-
omy car, Verwaayen let the woman sit 
in the front and wound up in the back, 
wedged in the middle, as they sped off 
to a chain restaurant to eat Chinese 
and celebrate a successful meeting 
with a customer.

 “Ben lives like the others, there is no 
privileged population,” says Barnabe. 
“This is a new start for the company, 
we are building something different.”  
The unveiling of lightRadio shows that 
Alcatel-Lucent is doing just that.  

Why it’s hot: The two co-founders, 
Tom Moss and Gaurav Mathur, for-
mer members of the Google An-
droid team, are zeroing in on an un-
met need.

NetQin (www.netqin.com)
Beijing, China
What it does: Delivers mobile secu-
rity tools through an Internet-based 
service, including anti-virus, anti-
spam, privacy protection, data back-
up and restoration, and online virus 
scan, to 55 million users in more than 
200 countries. 
Why it’s hot: NetQin already con-
trols over 60 per cent of the mobile 
security market in China, but 30 per 
cent of its user base is international.

Enterproid (www.enterproid.com)
San Francisco, California
What it does: The company’s core 
product enables executives to se-
curely consolidate their work and 
personal lives onto a single device.
Why it’s hot: Enterproid is helping 
business open up a broader set of 
mobile devices to their employees 
without sacrificing enterprise-grade 
security and control.

Lookout (www.lookout.com)
San Francisco, California
What it does: Keeps critical business 
data on your mobile phone safe.
Why it’s hot: In a world where the 
mobile smartphone is increasing-
ly becoming the business platform 
of choice, Lookout protects phones 
from malware and viruses, backs up 
and restores data and helps users 
find their phones in the event they 
are lost or stolen.

PAYMENTS

Square (www.square.com)
San Francisco, California
What it does:  Free credit card read-
er that plugs into a phone or iPad.
Why it’s hot: The company, co-found-
ed by Twitter creator Jack Dorsey, en-
ables anyone with a smartphone to 
accept a credit card payment.

Zong (www.zong.com)
Menlo Park, California
What it does: One-click payment 
system, which enables users to buy 
virtual goods and currency and bill 
their mobile phone.
Why it’s hot: Facebook chose Zong 
as the mobile payment option for its 
Facebook credits.

Tapjoy (www.tapjoy.com)
San Francisco, California
What it does: Monetization and dis-
tribution services for social and mo-
bile gaming applications, virtual 
worlds, social platforms and oth-
er publishers selling virtual goods or 
premium digital assets.
Why it’s hot: Over 8000 publish-
ers now work with the mobile side 
of Tapjoy, including 25 per cent of all 
the iPhone published games listed 
in the top 25 in any game category. 
Tapjoy was the first service to handle 
paid installs on the iPhone, and is still 
the largest. 

CARRIER PLATFORMS

 
Neomobile (www.neomobile.com)
Rome, Italy
What it does: develops digital con-
tent and interactive services for mo-
bile users in partnership with mobile 
network operators and media com-
panies. Why it’s hot: The five-year-
old company did over 60 million in 
revenue last year.

Amobee Media Systems  
(www.amobee.com)
Redwood City, California
What it does: Mobile advertising 
platform.
Why it’s hot: The company allows 
advertisers to regularly reach approx-
imately 1 out of every 7 people glob-
ally, across all devices, using any for-
mat from text SMS to animated Rich 
Media. In early February it added a 
new proximity market model that al-
lows advertisers to launch campaigns 
by combining traditional outdoor 
media with mobile technology. 

Aepona (www.aepona.com)
Belfast, Northern Ireland
What it does: Helps mobile oper-
ators leverage the intelligence in 
their networks.
Why it’s hot: Aepona provides the 
software engine that powers the con-
vergence of open mobile networks, 
mobile cloud computing, on-demand 
enterprise solutions, and web and mo-
bile applications, creating new reve-
nue streams for mobile operators.

WIRELESS TECHNOLOGY

Ubiquisys (www.ubiquisys.com)
Swindon, England
What it does: Makes femtocell tech-
nology that it sells to operators 
across the world, including mass 
market deployments with SoftBank 
Mobile in Japan and SFR in France.
Why it’s hot:  It is introducing the 
world’s first personal femtocell de-
vice. Designed primarily for use by 
individuals travelling abroad, the 
company’s new attocell will ena-
ble calls from any 3G phone to be 
placed and received within buildings 
overseas as though users were still in 
their home countries. 

Ip.access (www.ipaccess.com)
Cambridge, England
What it does: Maker of picocell and 
femtocell infrastructure solutions for 
GSM, GPRS, EDGE and 3G. 
Why it’s hot: Its technology brings IP 
and cellular technologies together to 
drive down costs and increase cover-
age and capacity of mobile networks.

Neul (www.neul.com)
Cambridge, England
What it does: Building the first glob-
al wireless network specifically de-
signed for the more than 50 billion 
devices that are expected to be in-
ternet-connected by 2020.
Why it’s hot: The company, formed 
by veterans of fabless semiconduc-
tor company Cambridge Silicon Ra-
dio, is betting that the white space 
spectrum within existing TV bands 
will be ideal for machine-to-machine 
communications.   

TELECOMMUNICATIONS EQUIPMENT CEO Ben Verwaayen has streamlined 
the company and improved the bottom line. The company still faces 
challenges, but thanks to a technological breakthrough that radically 
transforms mobile networks, the Paris-based company may grab more 
market share, Jennifer L. Schenker 

ALCATEL-LUCENT’S 
TURN-AROUND 

CEO Ben Verwaayen

GLOBAL MARKET SHARE BREAKDOWN OF TELECOM 
EQUIPMENT SUPPLIERS, 2009

Source: IDC

ERICSSON 18.3%

HUAWEI 17.1%

ALCATEL-LUCENT 14.6%

NOKIA SIEMENS NETWORKS 11.4 %

CISCO 10.1%

  lightRadio makes it possible 
to provide dynamic and 
cost-effective connectivity 
everywhere there is electricity
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 ƅ In March 2007, SAFARICOM, the 
leading mobile operator in Kenya,  
launched M-PESA, an SMS-based 
money transfer system that allows 
consumers to deposit, send, and with-
draw funds using their mobile phones. 
Use of M-PESA quickly skyrocket-
ed, reaching more than 35 percent of 
Kenya’s adult population.

The service resonated so strongly 
with consumers because in emerging 
economies like Kenya’s only a small 
percentage of the population has a 
bank account or a credit card. A much 
larger number of people have a mobile 
phone or access to one than those who 
can visit an ATM or a bank branch.

There are only 2.2 billion  banked peo-
ple on earth but 5 billion mobile phones. 
The demand is there. The technology 
exists, as does the proof of concept. So 
why hasn’t M-PESA scaled? 

Kenya represents something of an 
anomaly – “the perfect coalescence 
of latent demand, a dominant mobile 
operator and a progressive regulator,” 
according to a report written on be-
half of the GSMA, an industry associ-
ation representing some 800 mobile 
operators. In most of the rest of the 
world, building global mobile money 
services is much more difficult.

Consumer trust, a regulated bank-
ing environment, scalable technolo-
gy platforms and fail-safe interoper-
ability, which requires partnerships 
between principal players, are all nec-
essary elements for building global 
mobile money services. The trouble 
is that mobile operators would like to 
own this space. So would banks.

 Add regulatory issues and a host 
of other providers entering the mar-
ket, including Ericsson, Apple, credit 
card companies, PayPal, Western Un-
ion and venture start-ups like Obopay, 
and the picture starts getting crowded 
and complicated. 

“Right now there is a battle going on 
for middle earth,” says Alastair Lukies, 
chief executive of Monitise Group, a 
six-year-old British company that pro-
vides the technological glue that allows 
the various players to interoperate. “By 
that I mean the infrastructure agree-
ments, the heavy lifting and wiring-
-all the things that need to take place 
to support mobile money services.”  

The potential is huge. Worldwide, the 
number of users of mobile banking and 
related services is forecasted to reach 
894 million users in 2015, according to 
Berg Insight. It is no wonder then that 
mobile money will be one of the big ar-

eas of focus at this year’s Mobile World 
Congress, which takes place February 
14-17 in Barcelona.

In the past two years many of the 
leading players in both the telecom 
industry and the financial sector have 
intensified their efforts to bring finan-
cial services to the world’s unbanked 
populations. Indeed, a report spon-
sored by the GSMA, cites operators 
from Afghanistan to Zambia who ei-
ther already have or want to launch 
mobile money services.

MOBILE OPERATORS MOBILIZE
Fifteen months ago the GSMA 
launched the Mobile Money for the 
Unbanked (MMU) Fund, with fund-
ing from the Bill and Melinda Gates 
Foundation. The fund has extended 
grants to operators around the globe, 
including Cellcard in Cambodia, Digi-
cel in Fiji, Orange in West Africa, Sa-
faricom in Kenya, Tata Indicom in 
India, Telenor in Pakistan, and Tigo 
in Africa. 

Cambodia’s Cellcard, for example, 
will be using its grant to provide fi-
nancial services such as money trans-
fer, bill payment and airtime top-up to 
working-class migrants who need to 
send money home to families in ru-
ral areas Cambodia has a population 
of over 14.5 million. Some 22 percent 
live in urban areas, but less than 4 per-
cent of the population has a bank ac-
count.  The majority of payroll is giv-
en in cash, making recipients walking 
targets for thieves. 

Analysts say the Asia-Pacific area is 
expected to become the most impor-
tant regional market, accounting for 
more than half of the total user base, 
although mobile banking is also antic-
ipated to pay a key role in bringing fi-
nancial services to people in the Mid-
dle East and Africa.

BANKS EMBRACE MOBILE MONEY
Banks are also getting involved. For 
example, Equity Bank and Safari.com 
have partnered on M-KESHO, a ser-
vice which allows Safari.com custom-
ers to deposit money in accounts with 
the bank, one of the country’s largest 
financial institutions. With M-PE-
SA, customer’s money can only be ac-
cessed through mobile technology. 
M-KESHO is a stepping stone for M-
PESA customers into formal bank-
ing institutions. In addition to storing 
money with Equity Bank, M-KESHO 
customers will be eligible to earn in-
terest on deposits and have access 

to microcredit, short term loans“If 
banks are not in the vanguard, other 
providers with strong customer re-
lationships will step in,” says Mone-
tise’s Lukies. The same goes for mo-
bile operators. “For customers it 
won’t be a  question of having no mo-
bile wallet or one mobile wallet,” he 
says. “Banks, mobile operators, hand-
set manufacturers will all be offering 
them mobile wallets.”

For example, Obopay, a mobile pay-
ment service that is rolling out across 
the globe which allows users to send 
and receive money via text message 
and the Internet. Unlike some mo-
bile-money transfer services operated 
by the banks and mobile operators in 
developing countries, Obopay’s is not 
tied to any bank or operator, broaden-
ing the appeal.

The many new mobile money ser-
vices being announced are facing po-
litical, regulatory or commercial chal-
lenges as they bring their services to 
market.  “Every country has different 
regulatory structures and its own set 
of local market conditions that service 
operators need to plan around,” How-
ard Wilcox, a senior analyst at Juniper 
Research, wrote in a report on mobile 
money. “Nonetheless, we see this as a 
growth market because of the ubiqui-
ty and convenience of mobiles which 
offer realistic prospects of financial 
service access for those without tra-
ditional banking services.” 

A number of players are stepping in 
to help smooth the way for telcos and 
banks in emerging markets. Monitise, 
which works with banks and opera-
tors in both emerging and developed 
markets, is among them. And, earlier 
this month Swedish telecommunica-
tions equipment provider Ericsson 
announced Ericsson Money Services, 
a new business line that will offer mo-
bile financial services. Through Erics-
son Money Services and its Money In-
terconnect Service, mobile operators, 
financial institutions and other ser-
vice providers wishing to extend their 
offering with mobile money services, 
will be able to connect to a real-time, 
cross-border, cross-currency switch-
ing network.

In Europe and North America, mo-
bile money will serve as an extension of 
existing online banks as mobile hand-
sets become more widely used for in-
ternet access. By 2015, Berg Insight 
forecasts that mobile banking will at-
tract 115 million users in Europe and 
86 million users in North America.

TAP AND PAY
But contactless payment via mobile is 
expected to quickly follow.

Verizon Wireless, AT&T and T-Mo-
bile USA are working with Discov-
er Financial Services and Barclays to 
introduce a mobile near field commu-
nication (NFC) system called Isis by 
2012, while Google’s new phone will 
include an NFC chip and the next ver-
sions of Apple’s iPhone and iPads are 
supposed to integrate them an NFC 
system as well. 

Apple could leverage its base of mil-
lions of iTune users to operate as a 
closed payment system, displacing 
banks and credit cards in much the 
same way that Paypal has done on-
line, say analysts.

Visa Europe and Wireless Dynam-
ics announced January 25 that they 
have developed a contactless pay-
ment solution that will bring Visa 
contactless payments to iPhone us-

ers across Europe. On Feb. 8, Moni-
tise announced a new partnership 
with Visa Europe that covers the roll 
out of a mobile technology platform 
that will enable Visa to handle con-
tactless mobile payments, mobile 
alerts, peer-to-peer payments and m-
commerce transactions. 

In order to make NFC-based mo-
bile payments work, telecom opera-
tors have to cooperate with each oth-
er and with the financial community. 
All sides have to agree on what busi-
ness model to adopt, how to share rev-
enues and how to acquire and retain 
those customers. 

It will clearly take some time for the 
market to decide which technologies 
and business models work best for 
consumers in different regions. Get-
ting all the players to agree is not as 
easy as beaming a signal from a mo-
bile phone. If it were, we’d all be using 
mobile wallets by now.  

MOBILE MONEY The benefits to consumers are clear but the industry has to 
come together in order for services to scale, writes Jennifer L. Schenker 

MOBILE MONEY WILL 
CHANGE THE WAY WE 
BANK AND SHOP 

 ƅ Sony Ericsson, which marks its 10-
year anniversary this year, leveraged 
the relationship with Sony to launch 
the Walkman music phone in 2005. 
It was a huge hit. Now, according to 
press leaks, the company is planning 
to use the Mobile World Congress in 
Barcelona Feb. 13-Feb. 16 to launch 
a new Xperia games phone that ties 
in with the popular PlayStation gam-
ing console. But the mobile sector has 
changed dramatically and Sony Eric-
sson can no longer depend solely on 
in-house expertise and Sony brands 
to set itself apart. That’s why the joint 
venture has created a new manage-
ment position that focuses on bring-
ing innovation in from the outside. 
Informilo Editor-in-Chief Jennifer 
L. Schenker recently caught up with 
Joakim Nelson, the company’s Lund-
based head of industry collaboration 
and asset management, to talk about 
how Sony Ericsson plans to work with 
young start-ups. 

 QUESTION. 01

Why did Sony Ericsson create the 
role of “head of industry collabo-
ration”?

 ƅ If you look at the whole industry, 
everything has changed. Itused to 
be that everything about the mobile 
phone was done inside the company. 

Now we need to work with industry 
partners. The open innovation trend 
is prevailing, and it is more and more 
of a differentiator to find and work 
with the best companies.

 QUESTION. 02

How does the company want to 
work with start-ups?

 ƅ  In the past nine months we have 
looked at more than 300 young com-
panies and now have a short list of 
10 to 15 where we are considering 
contractual relationships. Most of 
our competitors acquire the whole 
start-up.  We don’t have that am-
bition because if you buy a young 
company the innovation often goes 
away. We think we can engage with 
start-ups using a much more collab-
orative model, from development all 
the way up to taking equity.

 QUESTION. 03

Can you elaborate on the model?

 ƅ If we take equity it will not be a ma-
jority share. We will take a smaller 
share in most cases, giving start-ups 
capital and knowledge about what is 
going on in our company. Traditional 
venture capitalists are looking to do 

an exit, but for us the main value is to 
get the product out that will differen-
tiate on technology. We want to help 
start-ups get their first product out 
and get a first customer.

 QUESTION. 04

What specific areas of wireless are 
you interested in co-developing 
with start-ups?  

 ƅ Display technologies, antennas, 
sensors, augmented reality, user in-
terface, multimedia and cameras, 
power management, innovations 
around Bluetooth or Wi-fi . Appli-
cations and services could be of in-
terest if they have profound unique-
ness or are embedded deep into the 
phone platforms. Pure “for fun” 
types of applications are of less im-
portance unless they are closely 
connected to our differentiation. 

 QUESTION. 05

Many start-ups complain that big 
companies are difficult to work 
with and take forever to make de-
cisions. How does Sony Ericsson 
try to work around that problem?

 ƅ What we are aiming for is a clear 
responsibility line.  Most cases get a 

START-UPS  Sony Ericsson is collaborating with 
young companies to stay ahead of the curve

“go” or “no-go” within a week or two. 
It is either interesting or not.  If it is 
an engagement – paying for a pilot up 
to an equity investment – we need to 
consult a special board set up for this 
type of investment and  in principle 
we have an answer within two weeks. 
The difference is also that we sit to-
gether with our technical expert so 
that we can get an accurate and quick 
assessment.

 

 QUESTION. 06

Some believe that Silicon Valley 
will rule the mobile Web. What is 
Sony Ericsson doing to ensure that 
does not happen? 

 ƅ Innovation can come from any-
where.  My role is not just to look at 
Europe and Silicon Valley but also 

places like Singapore, Beijing, Hong 
Kong and India and Africa. We have 
an innovation page where companies 
can approach us. India is number one 
right now when it comes to the vol-
ume of requests from start-ups, so 
you can see that the type of innovation 
that is happening in the U.S. is also 
coming from quite a few other places 
in the world. That is why we will con-
tinue to look globally for innovation.

 QUESTION. 07

If a start-up has an interesting 
technology, who should they con-
tact at Sony Ericsson?

 ƅ  I’m the go-to guy.  

INSIDE OUT
Joakim Nelson, Sony Ericsson’s head 

of industry collaboration

MOBILE HANDSETS  Europe has a common market, a common currency 
and now, to the delight of consumers, it will finally have a common mobile 
charger, writes Jennifer L. Schenker

CHARGING AHEAD

 ƅ Who hasn’t found themselves stuck, 
outside the home, at the most inconven-
ient times possible, with a dead phone? 
Forget juicing up if you don’t have your 
own charger on hand.  The chance of 
borrowing one from anyone in close 
proximity is unlikely, as even smart-
phones made by the same manufac-
turer often require different chargers.  

This is a major headache for con-
sumers.  Mobile phones are increas-
ingly the remote controls for our lives, 
powering our voice calls as well as our 
connection to email, social networks, 
the Internet, music, photos and soon 
our money and our ability to monitor 
our own health, making it difficult to 
function when they don’t.  

The European Commission sched-
uled a press conference Feb. 8 to an-
nounce that -within weeks- Euro-
peans will be able to buy a common 
mobile charger based around a  micro-
USB connector that will work with 

new model smartphones manufac-
tured by Apple, Blackberry manu-
facturer Research in Motion, Nokia, 
Sony Ericsson, Samsung, LG, Motoro-
la, Huawei, NEC and TCT Mobile (Al-
catel-Lucent). 

 Although battery life remains an is-
sue, a common charger should make it 
easier to recharge mobile phones. Go-
ing forward, families could share the 
same mobile phone charger and busi-
ness people travelling abroad will be 
able to borrow one from hotel recep-
tion or the person sitting next to them 
on the train if they find they forgot to 
pack their own. 

There are caveats: the EU com-
mon charger will not work with all 
devices, just smartphones, and only 
those coming onto the market in 
2011.  What’s more, this is a Europe-
an standard, not a global one.  Still, it 
is an important first step, says Bridg-
et Cosgrave, director general of DIG-

TALEUROPE, a Brussels-based in-
dustry association that played a key 
role in bringing together a total of 14 
different industry players to develop 
the common charger at the behest of 
the European Commission.  

 “The new common charger is a ma-
jor achievement for industry that will 
bring big benefits for consumers,” says 
Cosgrave. “This an important consid-
eration, in that there will be a reduced 
need for different types of chargers on 
the market and potential benefits to 
the environment from reduction of 
electronic waste.” 

The average person will use up to 34 
mobile phones in his or her lifetime, 
so the reduction of chargers that end 
up cluttering up drawers and trash 
heaps promises to be substantial. Mo-
bile waste management is becoming 
an issue as the sector grapples with 
how to dispose not only of chargers 
but mobile phones, which are made of 

many different hazardous materials.
The European Commission’s initi-

ative to develop a common charger 
was first publicized some 18 months 
ago. Standard bodies needed time to 
work on the specifications and then 
manufacturers of mobile phones had 
to agree to harmonization and start 
producing them. What’s new is that 
consumers are finally going to be able 
to buy them in shops. Each mobile 
phone manufacturer has set its own 

timetable for availability, with roll-
outs planned throughout 2011. 

The common EU charger is expect-
ed to be the predominant charger 
on the market in Europe within two 
years.  The next step is getting the rest 
of the world onboard. “We hope that 
this excellent collaboration and suc-
cessful launch in Europe by leading 
mobile phone companies will result 
in a global standard being adopted,” 
Cosgrave says.  

Bridget Cosgrave, Director General of DIGITALEUROPE, celebrates the commercial availability 

of a common charger in the EU, thanks to industry collaboration with the European Commission

  It will clearly take some time for the market to 
decide which technologies and business models 
work best for consumers in different regions. 
Getting all the players to agree is not as easy as 
beaming a signal from a mobile phone. If it were, 
we’d all be using mobile wallets by now
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MICROSOFT’S  
MOBILE MAKEOVER 
OPERATING SYSTEMS After more than a decade of effort Microsoft  
is upping its game as formidable newcomers Apple and Google grab  
global market share, writes Jennifer L. Schenker  

 ƅ Sometimes you have to make pain-
ful decisions in order to survive. 
Charlie Kindel, who runs the Win-
dows Phone 7 developer ecosystem 
at Microsoft, likens the company’s 
mobile makeover to the true story 
told in the 2010 film 127 Hours about 
an American mountain climber who 
gets trapped by a boulder and saves 
his own life by amputating his lower 
right arm with a dull knife.

Despite deep pockets and more than 
a decade of effort, Microsoft has found 
that getting a significant toehold in 
the mobile market is as tough as 
climbing a mountain. “We got stuck,” 
Kindel said from the stage at a recent 
tech conference in Paris.  So, the com-
pany decided to take drastic action.

Microsoft gave up its long slog to 
push the Windows Mobile platform and 
allowed designers to use fresh think-
ing, starting largely from a blank sheet 
of paper. The result, Windows Phone 7, 
which was launched Oct. 11, represents 
a radical departure for the company. 

The new approach has won critical 
acclaim for its innovative take on a 
consumer-friendly touch screen in-
terface. Windows Phone 7 functions 

as a gaming platform with links into 
Microsoft’s Xbox Live service and is 
optimized for Internet search and so-
cial networking, but also works well 
for business applications, providing 
built-in Office and Outlook capabili-
ties.  Dell, HTC, LG and Samsung are 
among those manufacturing Win-
dows Phone 7 devices, which are now 
available from 60 operators in over 
30 countries. 

Still, the challenges are many, with 
Nomura Securities predicting that 
even with all the advantages Windows 
Phone 7 has to offer, Microsoft’s mo-
bile operating system will capture 
only 3.5 per cent of the global smart-
phone market this year. In compari-
son, Nokia is expected to grab 31.8 per 
cent, Google Android 27.8 per cent, 
Apple 17.5 per cent and Research in 
Motion 14.8 per cent.

The battle is over the future of com-
puting, given that mobile phones are 
now the most prolific computing plat-
form.  Succeeding in all aspects of the 
mobile market will be critical to Mi-
crosoft’s future if it wants to effec-
tively compete with Apple and Goog-
le on all fronts and diversify from a 

software license business to one spe-
cializing in hardware and services, 
says UK-based mobile consultancy 
CCS Insight. 

The challenge is to gain both mar-
ket share and developer attention in a 
sector that has not only been radical-
ly changed by the Apple iPhone but a 
skyrocketing number of smartphones 
built around Google’s Android, as well 
as those powered by Nokia’s Symbi-
an, Research in Motion’s BlackBer-
ry and Palm’s WebOS operating sys-
tems.  The name of the game is now 
about building ecosystems and buzz.

One option is to build a closer rela-
tionship with Nokia, helping the Finn-
ish phone maker to scale its business 
in the U.S. and Microsoft to do so in the 
rest of the world. (See story page 5.)

Beyond partnerships with hand-
set vendors, Microsoft needs to whip 
up developer enthusiasm in order to 
succeed. And it is doing just that. The 
week that Windows Phone 7 launched 
Microsoft chief Steve Ballmer came 
to France, helping judge an American 
Idol style- contest near Paris that at-
tracted entries from some 250 French 
developers. (See photo.)

Of course, the end goal is to get 
more start-ups and developers to 
use all sorts of Windows technolo-
gy. Ballmer waxed enthusiastically 
about finalists who managed to work 
in multiple Windows platforms on 
the Windows Phone 7. “These guys 
hit the big three,” said Ballmer of one 
start-up. “Windows Phone 7, Win-
dows Azure, Windows PC, Windows! 
Windows! Windows!”

To date, Microsoft reports that 
27,000 developers worldwide have 
signed up to create content for the 
Windows Phone 7, ranging from 
young start-ups building their first 
mobile applications to more estab-
lished venture-backed companies 
with successful iPhone and Android 
titles such as Digital Chocolate, a San 
Mateo, California-based virtual goods 
games company. 

Microsoft’s Marketplace (the com-
pany’s answer to Apple’s App Store) 
now has 7,500 apps.  That is low com-
pared to the more than 300,000 apps 
available in Apple’s app store and the 
more than 100,000 apps on Android, 
but it shows respectable traction, 
say analysts.

WOOING DEVELOPERS  
AND CONSUMERS
Among those who have developed 
apps for Windows Phone 7 is Dan-
iele Calabrese, a native of Italy who 
founded Soundtrckr, a San Francis-
co- based start-up that blends Inter-
net radio, social network and loca-
tion.  Soundtrckr was first developed 
for the iPhone, but Windows Phone 7 
was quickly added to the mix. “That 
turned out to be a good move”, says 
Calabrese. Microsoft not only gave 
Soundtrckr technical support but also 
significantly raised the start-up’s pro-

file, he says. Soon after Soundtrckr 
was included on Microsoft’s Market-
place its app shot up to the Top 10 mu-
sic and entertainment apps. 

Soundtrckr has been invited to join 
Microsoft’s BizSpark One, a program 
aimed at convincing start-ups the 
world over to run their businesses 
on Microsoft’s Windows platform, 
and has been selected to get one year’s 
worth of marketing and technical sup-
port in 2011. The start-up plans to use 
the aid to integrate its service within 
Microsoft’s Xbox gaming platform as 
well as Microsoft tablet devices. “This 
has been an amazing opportunity for 
us,” says Calabrese.

That is the kind of enthusiasm that 
Brian Hoskins, Director of Busi-
ness Development on Microsoft’s 
Emerging Business Team, spends his 
time trying to whip up. “We are very 
pleased with the traction we are see-
ing in the development community,” 
says Hoskins. Microsoft is hoping to 
attract some of the 5,000 developers 
expected to attend this year’s Mobile 
World Congress, which will take place 
Feb. 14-17 in Barcelona.

It goes without saying that Micro-
soft must also woo consumers. In late 
January the company reported that it 
had sold 1.5 million devices to mobile 
operators during the first six weeks af-
ter launch but only 500,000 in the five 
weeks that followed. Analysts say that 
those sales numbers illustrate that 
even with its radically new approach, 
Microsoft is likely to lag significant-
ly behind competitors for some time. 
“We still have a lot of mountain left to 
climb,” acknowledges Kindel.   

GLOBAL SMARTPHONE OPERATING SYSTEM MARKET SHARE

Source: Nomura Securities

SMARTPHONE SHARE BY OS 2006 2007 2008 2009 2010E 2011E 2012E  

SYMBIAN 62.4% 63.5% 52.4% 47.0% 39.0% 31.8% 29.4%

RIM 6.9% 9.6% 16.6% 19.7% 16.4% 14.8% 13.1%

IPHONE OS 0.0% 2.7% 8.2% 14.6% 16.0% 17.5% 17.7%

WINDOWS MOBILE / PHONE 7 9.8% 12.0% 11.8% 8.7% 4.1% 3.5% 4.5%

LINUX 17.6% 9.6% 8.1% 4.7% 2.4% 1.7% 1.3%

ANDROID 0.0% 0.0% 0.0% 3.9% 20.7% 27.8% 28.8%

PALM & WEB OS 2.1% 1.4% 1.8% 1.0% 0.4% 0.3% 0.5%

MAEMO / MEEGO 0.0% 0.0% 0.0% 0.0% 0.0% 0.9% 3.0%

OTHERS 1.3% 1.1% 1.1% 0.3% 0.9% 1.6% 1.6%

Microsoft CEO Steve Ballmer helps judge 

an October contest near Paris that whipped 

up the enthusiasm of French developers 

around the Windows Phone 7 platform
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MOBILE VIDEO Consumers the world over are  
embracing services like Fring and Skype that  
allow them to video chat with friends and family  
on their mobile phones, writes Jennifer L. Schenker  
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HEALTHCARE 
GOES MOBILE 

 ƅ When U.S. President Barak Obama 
went before Congress last month to 
talk about how his administration 
intends to focus on innovation, he 
made a strong case for the adoption 
of mobile health technology. “Within 
the next five years, we’ll make it pos-
sible for businesses to deploy the next 
generation of high-speed wireless 
coverage to 98 per cent of all Ameri-
cans,” the President said. The spread 
of mobile technology will help a wide 
range of people, he went on, includ-
ing “a patient who can have face-to-
face video chats with her doctor.”

Indeed, analysts are predicting that 
mobile and wireless healthcare ser-
vices will expand dramatically during 
the next few years to reach 500 mil-
lion mobile users around the globe, 
including more than 30 per cent of an 
estimated 1.4 billion smartphone sub-
scribers worldwide, according to a re-
port from German market researcher 
research2guidance.

Venture-backed start-ups are 
springing up to supply the underlying 
technologies.  Airtstrip Technologies, 
a San Antonio, Texas-based maker of 
monitoring technologies, for exam-
ple, recently raised $30 million in new 
capital from Sequoia Capital and oth-
er investors.

For their part, mobile operators see 
mobile health, or mHealth, servic-
es as a new source of revenue. Tel-
efònica, for example, is rolling out 
premium-priced mHealth services 
in Spain, the U.K., the Czech Repub-
lic and throughout Latin America, 
says Alvaro Araoz, the company’s di-
rector of new business development.  
The Madrid-based global operators’ 
clients include insurance companies, 
municipalities, ministries of health 
and private health facilities.

A SECOND OPINION
Services offered by Telefònica and 
other mobile operators include re-
mote testing and chronic disease 
management, using devices such as 
glucose meters and cardiac monitors 
that can send data back via mobile 
phones for relay to doctors and nurs-
es. That is not all. Telefònica has co-
developed a knee brace embedded 
with motion sensors that allows doc-
tors to remotely monitor patients’ 
rehabilitation after they’ve been dis-
charged from the hospital. Want a sec-
ond opinion but can’t get out of bed? 
Video consultations are now possible. 
And, says Araoz, mHealth-connected 
devices can also be used, in combina-
tion with location based services, to 
track the movements of Alzheimer’s 
patients or the elderly and trigger an 
alarm if they wander beyond a certain 
defined radius.

There is also a whole range of  
mHealth software being offered by 
other mobile operators which al-
lows doctors and hospitals access to 
constantly update data on the state 
of patients’ health and allows them 
to check a drug database and write 
prescriptions right on their phone: 
a software package called Epocrates 
is used by 175,000 American doc-
tors. mHealth is also being used to 
train medical personnel and keep 
track of illnesses such as the spread 
of HIV in Africa and flu epidemics 
in the U.S.

But mHealth also involves wellness 
applications that are directly avail-
able to consumers. There are cur-
rently 17,000 mHealth applications 
in major app stores, according to re-
search2guidance.

A $45 BILLION MARKET?
Chris Wasden, a managing direc-
tor for strategy and innovation in 
healthcare at consultancy Pricewa-
terhouseCoopers, says the potential 
mHealth market is worth anything 
from $7 billion to $45 billion a year. 
“If consumers have to pay for it all 
themselves without the participation 
of the insurance industry, then it’s a 
$7 billion market,” Wasden says. “If 
the insurance industry starts to see 
this as a way to save money and starts 
to reimburse as part of the payment 
mechanism, then it can be a $45 bil-
lion market.”

Don Jones, vice president for health 
and life sciences at Qualcomm, points 
out that the healthcare market glob-
ally is currently $4.5 trillion, about 
4.5 times the size of the wireless mar-
ket. “Very little of the healthcare mar-
ket is connected today,” Jones says. 
“Quite a large part of it can be con-
nected in the near future.”

Jones reckons the lion’s share of the 
market will be for embedding cellu-
lar technology in medical devices and 
putting low-power radio emitters into 
sensors called smart band-aids. These 
are peel and stick disposable sensors, 
such as cardiac electrodes that send 
heartbeat information over a com-
munications network rather than an 
electrocardiogram device sitting in a 
doctor’s office. He estimates that by 
2014, they will sell 400 million units 
annually at a price somewhere be-
tween $10 and $50 each.

Since the technology is disposable, 
Jones believes that the business mod-
el will be similar to the way Gillette 
sells razor blades: make the razors 
inexpensive so the consumer buys 
the blades. In addition, the device will 
have the ability to reorder supplies 
directly built in, connecting the con-
sumer to the manufacturer for the 
first time without a middleman.

ENTERING THE  
DIABETES SEGMENT
The biggest race at the moment is 
in the diabetes care segment, where 
companies are striving to provide mo-
bile solutions to the old-fashioned 
glucose meter, which must be manu-
ally read and where it is up to the pa-
tient to decide whether to communi-
cate with his doctor.

A number of companies are selling 
software and hardware packages to 
get glucose data transmitted wire-
less to doctors’ offices. Some 80% of 
respondents to a survey by research-
2guidance said they felt that diabetes 
was the leading market potential for 
mHealth solutions, followed by obe-
sity and hypertension.

A Baltimore, Maryland start-up 
called TelCare plans to start selling a 
glucose meter with embedded cellu-
lar technology in Europe in the sec-
ond quarter and later in the year in 
the U.S. Telcare CEO Jonathan Javitt, 
a doctor who has studied diabetes 
for two decades, says research shows 
that people with diabetes who are in 
control of their disease cost $4,000 a 
year less than those who aren’t. He 
says many health insurance com-
panies spend millions manning call 
centres to communicate with dia-
betes patients to make sure they are 

keeping up with their testing, where-
as the new technology will provide 
that data automatically and at much 
lower costs. The new Telcare 3G me-
ter will compete with standard glu-
cose meters at around $75 each, in-
cluding the cost of the cellular plan, 
says Javitt.

The medical benefits of remote mon-
itoring are “phenomenal,” according 
to Dr. Leslie Saxon, a cardiologist who 
heads the University of Southern Cal-
ifornia’s Center for Body Computing, 
which studies how technology can im-
prove the practice of medicine. “People 
live longer if they’re followed,” Saxon 
says. That’s because they more con-
stantly engage in communications with 
their doctors and health problems were 
detected at an early stage that would 
not be found in periodic office visits.

Despite the many advances avail-
able in the West, the real benefits of 
mobile health may be felt the most in 
the developing world, where health 
resources are scarce, but mobile tech-
nology is plentiful. 

CHINA, INDIA AND BRAZIL 
OFFER OPPORTUNITIES
“The markets where we will proba-
bly see a lot of the most interesting 
and innovative healthcare solutions 
with mobile health are going to be in 
China, India and Brazil,” says PwC’s 
Wasden. “The pain points on access 
to care are going to drive people to-
wards using the technology which is 
the most ubiquitous and that is the 
mobile phone.” 

There is already a profitable com-
pany in India called mDhil that pro-
vides medical information about 
such things as birth control and sex-
ually transmitted diseases to wire-
less phones. India is expected to be 
among the biggest markets for remote 
diagnostic software that includes the 
use of smartphone cameras to help 
carry out physical exams because so 
many people live in remote districts 
where there are no trained medical 
personnel. Smartphones are also be-
ing used in Kenya by field surveyors 
to track the spread of certain diseas-

es, providing detailed patterns to ep-
idemiologists.

TESTING FOR HIV
Robert Fabricant, New York-based 
creative director for Frog Designs, a 
global design firm, says his company 
developed a mobile messaging ser-
vice for South Africa that is the larg-
est deployment of text messages in 
the world for health purposes. The 
programs sends two million messag-
es a day throughout South Africa tied 
to self testing and counselling for HIV.

Although the technology has ad-
vanced by leaps and bounds in recent 
years, one sticking point that has not 
been resolved is how to pay for its de-
ployment. In many countries like the 
United States, but also in France, doc-
tors are paid a fee for services. If pa-
tients can stay home and don’t have 
to come for a visit, doctors earn less. 
“The typical doctor does not real-
ly want to receive it today,” Telcare’s 
Javitt says of his new glucose device.

Patrick Flochel, a Swiss-based part-
ner for Ernst & Young who heads the 
life sciences practice for Europe, the 
Middle East and Africa, notes that the 
incentive system still has to change. 
“Otherwise it is going to be very diffi-
cult to justify the investments in those 
technologies,“ he says.  

WIRELESS HEALTH Remote health monitoring will radically change 
medical care and promises to be a lucrative new business line for mobile 
operators, writes Charles Wallace

HOW PHYSICIANS WOULD LIKE PATIENTS TO  
MONITOR/TRACK THEIR HEALTH AT HOME

Source: PricewaterhouseCoopers HRI Physician Survey, 2010PWC HEALTH RESEARCH INSTITUTE

WHAT PHYSICIANS WOULD LIKE PATIENTS TO MONITOR/TRACK AT HOME REGARDING THEIR HEALTH % 

WEIGHT    65%

BLOOD SUGAR   61%

VITAL SIGNS (E.G., BLOOD PRESSURE, HEART RATE, RESPIRATORY RATE) 57%

EXERCISE/PHYSICAL ACTIVITY   54%

CALORIES/FAT CONTENT TAKEN IN   36%

PAIN LEVEL   36%

SLEEP PATTERNS   35%

CARDIAC RHYTHM   28%

BLADDER CONTROL   17%

ACID REFLUX/INDIGESTION   16%

DIGESTIVE HEALTH   13%

A patient wears a Smart Patch, which uses 

sensors to transmit an electrocardiogram

  The markets where we will 
probably see a lot of the most 
interesting and innovative 
healthcare solutions with 
mobile health are going to be 
in China, India and Brazil  

IT TAKES A VILLAGE TO RAISE A CHILD
IT TAKES DEDICATED INVESTORS,  ACTIVE 
INDUSTRY ASSOCIATIONS AND GREAT START-UPS 
TO BUILD A STRONG MOBILE ECOSYSTEM

Mans Hultman, Angel Investor
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