
The Super Bowl has always been an inter-
active experience for the over 100 million 
fans of American football. Those who 
don’t have tickets to the stadium typically 
bring friends into their homes to share 
the moment. But this year more than a 
million people chose a more 21st-century 
way of engaging with the game from their 
living rooms, via their mobile devices.

 Using audio tagging, the UK’s Shazam, 
a popular music discovery mobile applica-
tion, made the entire Super Bowl, the half-
time entertainment and about half of the 
advertisements “Shazamable.” From their 
living rooms spectators who had down-
loaded Shazam’s app onto their cellphones 

or tablets entered sweepstakes for major 
prizes, such as two Camry trucks from 
Toyota; accessed real-time statistics to 
keep track of all the key plays and players; 
participated in polls about the game and 
ads with other fans; shared their experi-
ence with their friends on Facebook and 
Twitter; downloaded a free remix of a new 
single from half-time performer Madonna; 
and  purchased merchandise including 
hats and jerseys from Shazam’s mobile 
store. And all that without having to get 
up from their sofas. 

Welcome to today’s interactive living 
rooms, where second screens are in over-
drive. A January 2011 study conducted 
by Nielsen and Yahoo! found that 86% of 
mobile Internet users (and 92% of 13-24 
year-olds) are using their mobile devices 

simultaneously with TV. A quarter of them 
say they are browsing content related to 
what they are watching. Some 45% of the 
study’s respondents said they use wireless 
devices while watching TV to do time-
sensitive research, while 41% use it for 
impulse buys.

“The second screen experience enables 
people to have a deeper engagement with 
a show and with advertisers,” says Shazam 
CEO Andrew Fisher. The trend also offers 
new opportunities for mobile operators, 
a message that Shazam hopes to deliver 
at scheduled meetings with clients at the 
Mobile World Congress in Barcelona Feb-
ruary 27 and March 1. “We are integrating 
with carriers around portals to help them 
create differentiation and cultivate new 
revenue streams,” Fisher says.

Mobile Devices in The living RooM:  
Second ScreenS Produce new revenue StreamS

The NeTworked ecoNomy: 
How tecHnology, innovation and venture caPital
are tranSforming tHe future of mobile

Of course, Shazam is not alone in help-
ing operators develop such services. Mo-
biTv, one of the first companies to enable 
live TV on mobile devices back in 2003, is 
also targeting this hot new space. Deutsche 
Telekom is MobiTv’s first announced part-
ner in Europe for what it calls a “seamless 
multi-screen experience.”

 Under the terms of a deal announced 
in January, Deutsche Telekom will work 
with the California-based company to in-
tegrate MobiTV’s TV Everywhere solution 
into the German operator’s existing IPTV 
service to extend the delivery of primetime 
shows, live sporting events and video- on-
demand services to tablets, smartphones 
and PCs. This type of service will allow 
subscribers to shift content between de-
vices. But that’s not all. 

At Mobile World Congress MobiTv 
will be demonstrating how, with the new 
TV Everywhere solution, consumers can 
watch shows on television while their tab-
lets show related content. For instance, 
someone watching a sports match on TV 
will be able to see player biographies on 
his wireless device. 

“We see this as the future direction of 
television, a deeper, more immersive, con-
nected experience,” says Ray De Renzo, 
MobiTV’s chief marketing officer.

MobiTV is the exclusive national pro-
vider of mobile television services in the 
U.S. for AT&T U-verse Live TV, NFL Mo-
bile on Verizon and Sprint TV. It has, for 
example, already built multi-screen appli-
cations for Verizon’s NFL Mobile, allowing 
subscribers to watch live football on their 
47-inch high definition television screens 
while at the same time reviewing related 
information about the game on their tab-
lets, buying jerseys at the NFL store or 

The advantage of wireless devices is that they 
allow family members watching Tv in the 
same room to personalize the experience.
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lTe: “big, dumb” Pipe or key to 
new carrier business models?

While there is industry consensus regarding LTE’s 
importance and some 49 mobile operators worldwide have 
deployed LTE services, there are still more questions than 
answers around LTE’s long-term impact on the industry.
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At a recent dinner party in Munich, a US 
start-up that makes short-length videos 
was explaining to Informilo how busi-
ness was booming. The start-up’s vid-
eos have been downloaded 500 million 
times, 30% onto mobile devices. Asked 
what mobile operators the company 
works with, the reply was: “None, we 
deal with Google and YouTube.”

Such over-the-top (OTT) services are 
clogging operators’ networks. And it is 
only going to get worse. Mobile data traf-
fic is doubling every year.

Upgrading to the fourth-generation, 
Long Term Evolution (LTE) cellular 
standard will give operators the most 
efficient technology for transport-
ing the growing tsunami of bits over 
precious radio spectrum. But LTE 
represents a challenge as operators 
wrestle with how best to embrace and 
make money from the technology. 
While there is industry consensus regard-

ing LTE’s importance and some 49 mobile 
operators worldwide have deployed LTE 
services, according to the Global mobile 
Suppliers Association (GSA), it does not 
mean the wireless technology will be 
deployed widely soon. Operators have 
already spent billions on 3G and are only 
now getting a return on their investment. 
And, they don’t want to foot the bill for 
infrastructure only to see the so-called 
OTT players generate the bulk of the 
revenues from services that piggyback 
on their investments.

 SubScriber backlaSh? 

But operators find themselves in a bind 
because the more conservative adopters 
of LTE run the risk of a subscriber back-
lash, says Mark Heath, a partner at wire-
less consultancy Unwired Insight. Apple’s 
iPad3, which is expected to be launched 
in March, is said to support LTE, as is the 

iPhone5, which will appear later this year. 
These devices are setting a requirement 
on which operators will be judged. “If 
operators only have a press release rather 
than a full LTE network, there is going to 
be a lot more [user] pressure,” says Heath. 

LTE packs three times the capacity of 
3G's High Speed Packet Access (HSPA) 
for a given spectrum. LTE equipment, 
based on Internet Protocol networking, 
is also simpler to install and cheaper to 
operate. Operators can therefore expect 
at least a threefold reduction in data trans-
port costs using LTE, says Unwired In-
sight’s Heath.

 barrierS to take-up 

Given the huge growth in data and 
with data services now overtaking voice 
as the operators' predominant revenue 
stream, such cost savings are paramount, 
says Thomas Norén, head of LTE prod-
uct line at global telecom equipment 
maker Ericsson. 

The US and South Korean markets 
are where LTE is being deployed widely, 
mainly due to fierce local competition. 
More common is for operators to deploy 
LTE conservatively. In Europe, some op-
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Editor-in- chief Jennifer 
L. Schenker talks with 
Ben Verwaayen, a leading 
figure in the telecom sector 
for more than 20 years. 
Verwaayen, a scheduled 
keynote speaker at the 
Mobile World Congress 
in Barcelona February 
27 to March 1, has played 
important roles in the 
telecommunications 
industry since the 1980s, 
serving as CEO of PTT 
Nederland; a vice-president 
at Lucent; CEO of BT and, for 
the last four years, as Alcatel-
Lucent’s chief executive.

In the weeks preceding the 2012 Mo-
bile World Congress, the industry’s 
annual meeting in Barcelona, Alcatel-
Lucent made headlines for a variety of 
reasons. It announced its first profit 
since it was formed by the merger of 
France’s Alcatel and the U.S’s Lucent six 
years ago. It revealed a plan to license 
its 29,000 patents, a strategy that could 
reap the company more than a billion 
dollars in additional revenue. And news 
leaked that Sprint Nextel could be the 
first operator to adopt radically dif-
ferent networking	gear	developed	by	
alcatel-lucent	called	lightradio	that	cuts	
equipment	costs	in	half,	saving	space	and	
energy	usage.

But	the	French	telecom	equipment	
maker	also	made	the	news	for	other	rea-
sons.	the	company	continues	to	slash	
jobs	and	on	February	10,	the	same	day	
it	announced	positive	fourth	quarter	
results,	angry	union	representatives	
were	swarming	around	the	company’s	
paris	headquarters	to	protest	a	company-
wide	wage	freeze,	an	indication	that	the	
market	outlook	for	2012	is	not	as	rosy	as	
alcatel-lucent	or	the	industry	as	a	whole	
would	like.	tensions	between	operators	
and	so-called	over-the-top	players	show	
no	sign	of	easing	and	many	operators	are	
delaying	upgrades	to	fourth	generation	
(4g)	technology.	against	this	backdrop,	

alcatel-lucent	Chief	Ben	Verwaayen,	a	
scheduled	speaker	at	the	mobile	world	
Congress,	met	with	informilo	editor-in-
Chief	Jennifer	l.	Schenker	to	talk	about	
the	road	ahead.

Q Niklas Zennstrom, the 
co-founder of Skype, wrote a 

guest essay in this magazine about 
over-the-top and traditional players. 
He acknowledges that the companies 
providing infrastructure have to 
make money and says the two sides 
have to work together. What are 
your thoughts on this issue?

A Without layer one and two, very 
little will happen. So the first thing 

is, when it comes to layer one and two, 
whether you like it or not, there has to be 
investment and we need companies to 
take the risk. It is a kind of a no-brainer 
that all the rest of the stuff can no longer 
just rely on the fact that today’s network 

can be expanded and expanded. At a 
certain point in time it will break. So, we 
need to have the basic infrastructure, 
which is a commodity, but  a necessary 
commodity. The rest is mobility and 
cloud, and on top of that, innovation can 
take place in every single part of the 
value chain. I don’t believe any more in 
the version and the model. There will be 
multiple models. So I would say 
differentiation is the name of the game. 
If you want to delight the customer, 
allow people to do different things.

Q What kind of business models 
do you see evolving?

A There’s only one thing that 
works: delight the customer. If 

the customer has a choice, you have the 
potential to differentiate pricing and to 
extract a better margin, because that is 
the fundamental rule in the market: if I 
like it, I’m willing to pay for it. 

Over-the-tops better get used to the fact 
that network players will also become 
platform players, since they’re going to 
provide service capabilities that are 
essential to that environment. Security 
matters. Privacy matters. Location 
matters. The ability to manage your 
devices matters. The ability to be 
somebody’s agent matters. We will see 
a moving away from simple file 
transfer, volume-related businesses, 
into a true service environment.

Q So what is the path forward?

A If I were the one regulating this 
industry I would say, what is 

needed is layers one and two — I need to 
find a model to dig up the street and do 
the things that are necessary. Some 

the road ahead for 
the mobile industry

alcatel lucent ceo ben verwaayen.
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slow connections, and usage limits or 
high prices.

To meet growing consumer demand 
there will ultimately have to be massive 
infrastructure investment. This matters 
not just for telecom companies, but also 
for hardware makers that are keen to 
sell Internet-enabled devices, and for 
Internet companies that profit from 
increasing broadband access. They are 
all interdependent, and the scale of the 
challenge is huge.

Internet use is growing remarkably 
fast, and will continue to do so. The lat-
est Cisco Visual Networking Index fore-
cast issued in June contained striking 
statistics. Total global IP Internet traffic 
has increased eightfold over the past five 
years, it said, and will increase fourfold 
over the next five years.

Mobile device use will show amazing 
growth, with mobile data traffic expected 
to grow 26 times between 2010 and 2015 
— a compound annual growth rate of 92%.

And video will particularly increase the 
volume of data. This year, Cisco forecasts, 
video will account for half of consumer 
Internet traffic, and reach 62% by 2015, 
excluding peer-to-peer file sharing. In 
2015, one million minutes of video will 
cross the Internet every second.

Of course, we can expect new technol-
ogy that will handle ever greater volumes 
of data with increased efficiency. Just as 
Moore’s law in computing famously pre-
dicted that the number of transistors on a 
computer chip would double every two 
years, in practice meaning more powerful 
computers and a lower price per unit of 
processing power, a similar “law” might 
be created for mobile Internet. It would 
point to a rising volume of Internet traffic 
and a falling cost per unit of data.

How such progress might evolve, and 
how the installation of new technology 
will be paid for, however, is less clear. 

There have been suggestions that tel-
ecoms networks might, for example, 
charge certain Internet companies a 
premium to give them a faster connec-
tion to customers, and so a competitive 
advantage — a proposal that has sparked 
controversy about net neutrality.

There has been innovation in the face 
of the problem. For example, Atomico, 
the international venture capital firm I 
founded, has invested in a company called 
Fon, created in 2005 by Martin Varsavsky, 
a brilliant entrepreneur.

 croSShead 

He had found himself wandering Paris 
in search of a Wifi hotspot and had started 
to think laterally. All around him were 
people using the Internet in their homes, 
but he could not find a Wi-fi point.

His answer to this mismatch of supply 
and demand was simple with hindsight. 
Users of Fon receive a special wireless 
router that allows other Fon users to ac-
cess a part of their home broadband ca-
pacity. In exchange, they can do the same, 
using others’ broadband connections as 
they move around a city. It is particularly 
useful when travelling overseas as a way 
to avoid roaming charges.

This not only benefits consumers di-
rectly, but has increasingly proved at-
tractive to telecoms companies. In effect, 
Fon redirects mobile Internet traffic onto 
fixed line networks, freeing up mobile 
capacity. This has helped Fon strike deals 
with a whole range of telecoms compa-
nies in different countries, and there are 
now nearly 5 million of its Wi-fi spots 
worldwide.

Of course, I’m not suggesting that Fon 
alone is an answer to the huge increases 
in mobile data traffic we will see, or will 
negate the need for massive infrastructure 
investment, not least because people want 
to use mobile devices on trains and so on. 
But as mobile Internet traffic increases, 
innovation will occur, and as an entrepre-
neur I know that there will be advances 
and opportunities.

Ultimately, however, there will still 
have to be infrastructure upgrades, and 
consumers will somehow have to pay for 
them. As well as improving efficiency, 
telecoms firms will need to find further 
revenues. How might this happen?

Perhaps there will be some kind of 
payment API used by telecom compa-
nies, meaning that when a transaction 
takes place online they get a fraction of 
the revenue. After all, credit card com-
panies have traditionally taken a fraction 
of transactions for goods and services in 
exchange for supplying a data network 
that facilitates them.

Although I’m still formulating my view 
about what is likely, I suspect the fact 
that telecoms companies have existing 
payment relationships with customers 
via their phone bill could somehow play 
a significant role in the way that develop-
ments unfold. It will be fascinating to see.

 

ending the telco-
ott cold war?

the 
google 
factor

  
by niklaS zennStrom 
Co-founder of Skype and Ceo and founding partner of atomiCo,  
an international venture Capital firm

To meet growing consumer demand for mobile Internet 
services — especially video — there will ultimately have to be 
massive infrastructure investment. But who will pay, and how? 

The U.S. search engine 
giant’s entry into the mobile 
sector has had a major 
impact on the industry.

niklas zennstrom, co-founder of skype, a voip service that radically changed the telecoms industry.

In March 2008, The Sunday Times 
newspaper in London published a re-
markable story. A married British cou-
ple had unexpectedly found themselves 
facing a monthly mobile phone bill of 
£11,000 (more than $17,000 at current 
exchange rates). The wife had used her 
husband’s phone, which had an unlim-
ited broadband package, to download 
four episodes of the television show 
Friends. This would have been covered 
by the price of the broadband package, 
except that the husband had travelled 
to Germany without realizing that the 
12-hour download was still underway. 

As the couple found out, downloads that 
occurred overseas were not covered by the 
package, and meant extra charges — big ones.

To a large degree, the newspaper story 
reflected the high cost of roaming charges 
overseas, and resonated with consumers 
for this reason. Since then, European rules 
have been introduced to limit sizes of 
phone bills, and reduce prices, although 
the issue is still contentious.

The story also touched on another 
trend. People increasingly want to view 
large amounts of Internet content online, 
especially video, and to use broadband 
wherever they are, on smartphones, tablets 
and laptops. And they want sensible and 
reasonable ways to pay for these services.

Even within their home country, con-
sumers often struggle to use mobile de-
vices to view Internet content because 
of network limitations and congestion, 

Who could have predicted that a 
young Silicon Valley company with 
no expertise in the sector could de-
velop a mobile operating system that 
would corner half of the global market 
in just two years? Or that the same 
company would end up buying once 
mighty Motorola for $12.5 billion?

Google has successfully pulled off both 
moves. Its primary goal is to get as many 
people on mobile phones using its op-
erating system as possible, because the 
more eyeballs it attracts through Android 
phones – which by default take users to 
Google for a search –  the more advertis-
ing revenue it will generate. 

  android’S impact 

 Google “saw where the global markets 
were moving and couldn’t possibly afford 
to lose out on the smartphone revolution,” 
says Dario Talmesio, a principal analyst 
with Informa Telecoms & Media. “The 
vast majority of Google’s revenues are still 
coming from display advertising. Hav-
ing that advertising optimized on what 
is the most important display market of 
tomorrow is simply something that they 
couldn’t have missed and they were quite 
right to jump in with both feet.”

But the search engine giant’s moves 
impact far more than its own bottom line. 
“Google has introduced more competi-
tion and more choice for consumers in 
the smartphone market, increased the 
importance of the U.S. market in the 
mobile sector and thirdly, and most im-
portantly, it has pushed down the cost of 
mobile phone systems,” says Neil Maw-
ston, a mobile industry analyst at tech-

nology consultancy Strategy Analytics. 
Consider the effect Google has had on mo-
bile operating systems. It took Symbian, a 
consortium majority controlled by Nokia 
for most of its existence, about seven years 
to gain 64% market share at its peak in 

2006. Today Symbian’s market share has 
plunged to just 17%. Apple has 19%, while 
Android, the open source mobile operat-
ing system developed by Google, has come 
out of nowhere to grab 49%, according to 
Strategy Analytics.

“Android has absolutely crushed its 
competitors,” says Mawston.” Chalk it 
up to the power of free. “The most impor-
tant thing Android has achieved is driv-
ing down the price of mobile operating 
systems and mobile platforms,” he says. 

Symbian’s operating system, devel-
oped in the 1980s and 1990s and opti-
mized for hardware keypads rather than 
touch screens, was poised to lose market 
share in any case, say analysts. And the 
fact that it charges licensing fees doesn’t 

help. Ditto for Microsoft, which has been 
struggling for over a decade to optimize 
its legacy software for phones and gain a 
significant toehold in the sector.

Although Microsoft has made radical 
changes to its mobile technology it still 
charges a licensing fee of up to $25 per 
phone, according to estimates Mawston 
has gleaned from industry sources. (Mi-
crosoft does not make the figure public.)

“Microsoft gets a lot of negative feed-
back publicly about usability of its legacy 
systems and its touch screens, but a good 
portion of why vendors are reluctant to 
go with Microsoft in the mobile space 
has been, and is, because of price,” Maw-
ston says.

The computer software giant finds it-
self in a tough position. Licensing fees for 
use of Microsoft software on desktop and 
laptop computers generate huge profit 
margins for the U.S. computer software 

ultimately, however, there will 
still have to be infrastructure 
upgrades, and consumers 
will somehow have to pay 
for them.  perhaps there will 
be some kind of payment api 
used by telecom companies, 
meaning that when a 
transaction takes place 
online they get a fraction 
of the revenue. after all, 
credit card companies have 
traditionally taken a fraction 
of transactions for goods 
and services in exchange for 
supplying a data network that 
facilitates them.

“google has introduced more competition and more choice for 
consumers in the smartphone market, increased the importance 
of the u.s. market in the mobile sector, and thirdly, and most 
importantly, it has pushed down the cost of mobile phone 
systems,” says neil Mawston, a mobile industry analyst at 
technology consultancy strategy analytics. 

google founders larry Page and 
Sergey brin with one of the more 
popular android phones.
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The challenge was to improve the math 
skills among at-risk students in North 
Carolina who scored poorly and did not 
have access to the Internet at home. 
Digital content aligned with the teach-
er’s algebra lesson plan was created and 

students were encouraged to learn from 
each other in and out of the classroom 
by turning learning into a both a social 
networking experience and a game on 
Internet-enabled mobile phones.

Not surprisingly, the students’ math 
scores went up dramatically.

A partnership of the North Carolina 
Department of Public Instruction, Digital 
Millennial Consulting, and the Qualcomm 
Wireless Reach Initiative (which was the 
primary sponsor), Project K-Nect, be-
gan during the 2007-2008 school year to 
discover if 24/7 connected smartphones 
could play a role in enhancing student 
engagement and learning. It has been a 
smashing success.

In classes participating in Project K-
Nect, student proficiency rates on a state 
end-of-term exam increased 30% when 
compared with classes not participating 
in the project. And these numbers have 
not gone unnoticed. Based on positive 
results from Project K-Nect, the United 
States Department of Defense Education 
Activity granted a participating school 
district $2.5 million to expand Project 
K-Nect to all algebra I students.

Now the challenge is to scale such pro-
grams globally. The potential is there to turn 
mobile phones into teachers, classes and 
libraries, to extend basic education to the 
millions of children not enrolled in primary 
school and to accelerate access to vocational 
training and higher education. “There is a 
great opportunity here,” says Peggy John-
son, Qualcomm’s Executive Vice President 
and President, Global Market Development. 

But to move mobile education into the 
mainstream more applications are needed.

Enter start-ups like Quipper, a London-
based company that develops quiz-based 
learning apps. Quipper was started by 
Masa Wannabe, the founder of DEnA, a 
Japanese Internet company that’s now 
listed on the Tokyo stock exchange with 
a market cap of $5.3 billion.

Says Wannabe: “We're excited about 
accessible education worldwide — stu-
dents in developing regions using afford-
able technologies to access high-level ed-
ucational materials. Quipper will change 
the way teachers and students communi-

cate and open up a new platform, suitable 
for all levels of education."

Quipper, which has raised funding from 
Atomico, the venture firm started by Skype 
co-founder Niklas Zennström, already offers 
math and English reading comprehension 
apps and is considering launching a mobile 
learning subscription service for students.

Another start-up grabbing attention is 

Dimension U, a web-based, interactive 
gaming platform and learning resource 
intended to help students from kinder-
garten through high school hone their 
math and literacy skills. Students use 
the platform to access 3D multi-player 
educational video games which connect 
them with friends and allows them to 
compete and collaborate while learning. 
The company, which was nominated as a 
2012 World Economic Forum Technology 
Pioneer, works directly with schools and 
has built up an audience of just under a 
million students in the United States. It 
plans to evolve into areas such as prepa-
ration for SAT college entrance exams, 
says Nt Etuk, founder and chief executive 

officer of DimensionU. “We have been ap-
proached by folks in India, Korea, Brazil 
and countries in the Middle East about 
rolling this out to them and are looking 
at these opportunities,” he says.

But start-ups alone can not transform 
education worldwide. It will take partner-
ships between industry and government. 
The challenges ahead will be discussed 
during the Mobile World Congress in Bar-
celona February 27-March 1. The World 
Economic Forum is using the occasion of 
the annual industry meeting to gather key 
players to talk about mobile education at 
a private workshop.

“Across the globe, mobile tools are now 
changing the way we engage with one an-
other when it comes to acquiring and shar-
ing knowledge,” says Tim Leberecht, chief 
marketing officer at frog, a global design 
and innovation firm helping to organize 
the World Economic Forum’s workshop in 
Barcelona. “Combine that with the power 
of social computing and gaming mechan-
ics, and you can envision new paradigms 
of learning that go far beyond institutional 
boundaries, laying a long-term foundation 
for innovation and growth.”

The Forum wants to play a role in ensur-
ing that the potential is realized.   "One of the 
core points of discussion in Davos this year 
— particularly within the ICT sector — is the 
transformative impact the mobile platform 
can play in job creation, skills development 
and positive socio-economic growth,” says 
William Hoffman, head, telecommunica-
tions industry, at the  World Economic Fo-
rum. “The Forum's efforts in Barcelona are 
designed to align and galvanize this growing 
support with leaders from government, civil 
society and the mobile communications 
industry. Collectively, the ability to innovate 
at global scale, and in a manner which is 
localized and demand-driven, is unprec-
edented. Our aim is ensure this collective 
will translate into measurable outcomes."
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industry icon 
irwin jacobs  
on Qualcomm 
and what’s next 
for the industry

turning mobile Phones into teachers

when	the	industry’s	60,000	executives	
depart	from	the	mobile	world	Congress	
in	Barcelona,	an	era	will	be	about	to	end.	
dr.	irwin	Jacobs,	Qualcomm’s	co-founder	
and	founding	Ceo,	plans	to	retire	from	
the	board	in	march,	marking	his	final	
separation	from	the	San	diego	wireless	
technology	giant	he	built	from	scratch.

Qualcomm,	 the	 company	 Jacobs	
helped	launch	in	1985	and	led	as	Ceo	for	
two	decades,	opened	the	market	to	com-
panies	which	did	not	have	the	in-house	
capability	to	build	a	mobile	phone	from	
scratch,	such	as	Samsung,	htC	and	lg	
electronics.	today	it	licenses	technology	
and	provide	chips	and	software	to	almost	
every	player	in	the	industry.	

Jacobs,	an	electrical	engineer	and	for-
mer	college	professor,	is	credited	with	
establishing	Code	division	multiple	ac-
cess,	or	Cdma,	as	a	wireless	standard.		
the	royalty	structure	Jacobs	put	in	place	
in	the	company’s	early	days	radically	
changed	the	industry,	ensuring	the	u.S.	
firm’s	financial	success	and	its	role	as	a	
key	global	player.	(Qualcomm	now	has	
over	200	royalty-bearing	3g	licenses	and	
13	single-mode	oFdm	licensees	around	
the	world.)

By	the	time	Jacobs	stepped	down	as	
Ceo	in	June	of	2005,	Qualcomm	was	a	
public	company	and	he	was	a	billionaire,	
listed	by	Forbes	as	one	of	the	400	richest	
people	in	america.

the	company	continues	to	do	well	
financially:	Qualcomm’s	revenues	grew	

to	a	record	$15	billion	in	fiscal	2011.	and,	
looking	forward,	the	company	is	forecast-
ing	strong	revenue	and	earnings	again	in	
fiscal	2012.	

Qualcomm’s	current	management	
is	quite	confident	that	it	will	be	able	to	
maintain	its	current	pace	of	top-	and	
bottom-line	growth	for	at	least	the	next	
five	years,	according	to	Zacks	equity	
research.	there	are	primarily	four	rea-
sons	for	this	positive	outlook:	the	gradual	
introduction	of	4g	lte-enabled	mobile	
handsets	in	the	u.S.,	Japan,	and	South	
korea;	massive	growth	of	3g	smart-
phones	in	the	emerging	markets,	particu-
larly	in	China,	where	the	company	has	a	
strong	foothold;	Qualcomm’s	growing	
association	with	apple	for	its	iphones	
and	ipads;	and	a	diversified	product	
portfolio,	Zacks	observed	in	a	February	
17	research	note.

	Some	of	the	credit	for	recent	wins	
goes	to	Jacobs’s	son	paul,	who	took	
over	as	Ceo	in	2005.		the	separation	of	
his	father	from	the	company	has	been	
gradual.	he	continued	to	serve	as	Qual-
comm’s	chairman	through	march	2009,	
when	paul	Jacobs	took	over	that	role	
as	well.	But	the	elder	Jacobs,	now	78,	
has	remained	an	active	board	member	
until	now.	Just	weeks	before	severing	
his	formal	tie	to	the	company,	Jacobs	
reflected	on	his	career	and	the	future	
of	the	wireless	industry	during	an	in-
terview	with	informilo	editor-in-chief	
Jennifer	l.	Schenker.

 
by jennifer l. ScHenker

 
by jennifer l. ScHenker

dr. irwin jacobs, co-founder and founding ceo of Qualcomm.

Q Tell us about the early days at 
Qualcomm.

A We came up with the idea that 
CDMA technology could be 

interesting for mobile communications 
during the first four or five months after 
launching, but we didn’t have any 
money to pursue it. We did some other 
commercial business, which gave us the 
funds to go back and look at CDMA for 
cellular in October or November of 1988. 
At the time, CDMA was not thought to 
be commercially viable. In June of 1989 
we had the possibility of meeting with 
the CTIA (the international association 
for the wireless telecommunications 
industry) to present CDMA.  Nobody 
found any holes in what we were saying 
but nobody was convinced either.

Q A lot of funding was necessary 
for you to prove that the 

technology was in fact commercially 
viable. How did you do it?

A Out of necessity we came up with 
a licensing scheme that basically 

said manufacturers would provide us 
with an upfront licensing fee and, if ever 
the technology became commercial, 
they would pay a royalty on each 
handset. Today, roughly two-thirds of 
Qualcomm’s revenues come from the 
sale of chips and one-third from the 
licensing fees. But it is the licensing fees 
that generate two-thirds of the profits. 

upper left: Quipper has 
collaborated with the Royal 
high school, bath in the u.K. to 
develop an educational quiz to 
reinforce physics lessons. 

right: Dimension u's 3D 
multi-player educational video 
games connect u.s. students 
with friends and allows them 
to compete and collaborate 
while learning.   

“across the globe, mobile 
tools are now changing 
the way we engage with 
one another when it comes 
to acquiring and sharing 
knowledge,” says Tim 
leberecht, chief marketing 
officer at frog, a global design 
and innovation firm which is 
helping to organize the World 
economic forum’s workshop 
in barcelona. “combine that 
with the power of social 
computing and gaming 
mechanics, and you can 
envision new paradigms of 
learning that go far beyond 
institutional boundaries, 
laying a long-term foundation 
for innovation and growth.”
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The view of the man on the left is the one captured by google. The one on the right is telcos’ and banks’ view of the digital slipstream: they learn little about their customers's preferences.
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How Silicon valley companies could 
disrupt the nfc mobile Payment Space

 
by jennifer l. ScHenker

Banks and mobile operators have 
been vying to dominate the mobile 
payments space but Silicon Valley 
companies could end up reaping the 
richest rewards.

The reason? It is not those that process 
the transactions but rather the compa-
nies that manage to leverage the rich in-
formation in the electronic trail clients 
leave behind — the so-called digital slip-
stream — that will win in the networked 
economy, according to a study by market 
intelligence and information service Strat-
egyFacts. Google, Apple, Amazon and 
Facebook know this and are masters at 
it.  And all four are likely to embrace near 
field communications, or NFC, a technol-
ogy that transforms mobile phones into 
electronic wallets, disrupting existing 
players such as telcos and banks.

Today NFC payments are just ramp-
ing up. Most consumers still don’t have 
NFC-enabled phones and merchants are 
struggling with the necessary investments 
and interoperability issues. But in the 
November StrategyFacts global survey 
of 221 NFC experts from the telecommu-
nications, Internet and banking sectors, 
89.1% said they believe NFC technology 
will be a standard component on smart-
phones of all categories as a mainstream 
payment method within three years. Little 

wonder, then, that mobile payments will 
once again take center stage at the Mobile 
World Congress in Barcelona, February 
27-March 1, the annual industry gather-
ing of some 60,000 executives from the 
mobile sector.

NFC mobile wallets connect with a mer-
chant’s payment terminal and not only 
record the sale but also offer a whole host 
of other services, such as customer loyalty 
cards and wirelessly transmitted coupons. 

Visiting retail websites is one of the 
fastest-growing activities among smart-
phone users across Europe, according to a 
recent study by comScore and Telefónica.  
The survey estimates that in October 2011 
more than 13.6 million smartphone users 

in France, Germany, Italy, Spain and the 
United Kingdom accessed a retail site 
through their smartphone.

  mobile/retail Synergy 

For example, more than 20% of UK 
smartphone users searched for the loca-
tion of retail stores during October 2011. 
And once at the store, 16% took a picture 
of a product and nearly 9% shared that 
picture with friends or family. Another 
6% indicated that they compared product 
prices while in-store.

In future, consumers could use their 
NFC mobile wallets to access a number 
of new, personalized services while shop-
ping. Successful entrants into the mobile 
payment space will need to think about 
different ways in which consumers might 
save and spend their money — “ways that 
have nothing to do with today’s default 
vendor-run gimmicks such as loyalty 
cards, ‘sales,’ coupons and rewards that 
are meant to trap us, herd us and shake 
us down for more money,” Doc Searls, a 
Silicon Valley technology seer, says in a 
blog post. The real potential of mobile 
wallets is to give consumers “more control 
over how, why and where we spend (or 
actually save —  as in a bank) our money,” 
says Searls. 

For banks looking to cater to custom-
ers in markets like the U.S. and Europe 
that might mean developing value-added 

mobile services based on both presence 
and preference, such as one that allows 
consumers in a store to instantly check 
whether they can afford —  and how they 
might finance —  a coveted big-ticket item.  
Consumers will “pay for value, including 
services that make our wallets serve us,” 
says Searls.

 the digital SlipStream 

But it is not just about getting consum-
ers to pay for new services. Data about 
consumers is worth money, and lots of 
it. Google makes money by leveraging 
its view on customer preferences — what 
they choose, browse, purchase, view, 
like, dislike, repeat, enjoy and ignore 
—  whereas banks and telcos view and 
make money on the actual transactions. 
The margin made by banks and telcos on 
domestic and cross-border transactions 
continues to plummet globally. They can’t 
protect their margins by continuing to do 
the same thing when faced with regula-
tory changes, well-informed clients and a 
tough competitive environment.

“Clients live in the digital slipstream 
—  they live in a world of implicit and ex-
plicit choice —  and they vote with their 
wallets,” says Daniel Marovitz, a former 
Deutsche Bank managing director and 

google makes money by 
leveraging its view on 
customer preferences — 
what they choose, browse, 
purchase, view, like, dislike, 
repeat, enjoy and ignore — 
whereas banks and telcos 
view and and make money 
on the actual transactions.

“There are now more than 
seven billion people on the 
planet, six billion mobile 
phones and just over two 
billion people with bank 
accounts," says Monitise 
ceo alastair lukies.

continued on page 29

One of the hottest start-ups in the U.S. is 
Square, a credit-card reader and mobile 
app developed by Twitter co-founder 
Jack Dorsey. The start-up, which was 
created for people who are cut out of 
traditional payments services, is now 
on track to process $2 billion worth of 
transactions a year.

But Monitise and Fundamo – two 
technology companies that have teamed 
up with credit card company Visa — are 
helping traditional players such as mobile 
operators and banks to push such services 
to people in countries like Pakistan, where 
85% of the population is unbanked, as 
well as customers in developed markets 
like the U.S. and Europe, a far bigger and 
more lucrative business.

Mobile operators, like financial institu-
tions, need new revenue streams and are 
looking for ways to both defend and extend 
their businesses. The potential is huge for 
those players who move swiftly. The value 
of transactions made over mobile devices 
is estimated to be $240 billion this year, 
according to Juniper Research, growing 
to triple that size over the next five years. 
“Banks, mobile network operators and 

others looking to enter this space are ask-
ing 'are we being innovative enough, can 
we keep up with the speed of technical in-
novation in the industry?'” says Monitise 
CEO Alastair Lukies.

That is where Monitise comes in. The 
British firm, which was named one of the 
fastest-growing technology companies in 
the U.K. in the Deloitte Technology Fast 
50 and Deloitte EMEA Fast 500 in 2011, 
provides the technology behind mobile 
money services across the globe. It is 
already handling hundreds of millions 
of transactions annually for millions for 
customers. Think of it as Square squared. 

Monitise, which is listed on AIM and is 
currently considering a float on Nasdaq, 
is providing technology for Visa’s debit-
processing service in the U.S., which will 
allow bank customers to check their bal-
ances and transfer funds via their mobile 
phones. And, it is working with banking 
customers in Europe to roll out similar 
services. RBS, for example, is introducing 
a new range of apps for the iPhone, iPad 
and iPod Touch that Monitise helped 

it develop for business customers. Mo-
nitise is also playing a key role in the 
Mobile Money network in the U.K. and 
has strengthened its alliance with Visa 
Europe, which has invested in Monitise 
and asked it to assist in the credit card 
company’s future of payments strategy.

 turn-key SolutionS 

That is not all. The British company 
is also helping Visa with its stated goal 
to add its next 500 million customers in 
emerging markets. At press time Visa 
Inc. (the U.S.-based entity that oversees 
the credit card’s business in the U.S. and 
everywhere outside of Europe) and 
Monitise were getting ready to make 
a formal announcement about a joint 
venture in India. The joint venture “will 
operate as a trusted partner to banks and 
mobile network operators, to provide a 
mass market mobile payments service 
initially for airtime, utility bills and tick-
ets,” according to a company statement. 
“We have seen from our growth, working 

as an enabler inside the mobile money 
market, how the size of the prize is 
global,” says Monitise’s Lukies. “There 
are now more than seven billion people 
on the planet, six billion mobile phones 
and just over two billion people with 
bank accounts.”

Fundamo, a South African company 
which was purchased by Visa in 2011, is 
also helping operators and banks build out 
mobile money services. It offers a turnkey 
solution for mobile operators so that the 
operator can concentrate on marketing, 
branding and customer acquisition.

Fundamo’s customers include Easypai-
sa in Pakistan and bKash, a joint venture 
in Dhaka, Bangladesh between BRAC 
bank and US-based Money in Motion; the 
venture aims to provide mobile financial 
services to the 83% of the population liv-
ing on less than $2 a day. In Bangladesh 
only 9% of the population is banked but 
44% own a mobile phone.

Mobile Money:  
can visa and its Partners 
Help the operators Stay  
in the game?

 
by jennifer l. ScHenker
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above: nokia chief executive Stephen elop has 
bet his company’s future on the partnership with 
Microsoft, the american software giant where he 
once worked as an executive.

top left: nokia is betting its future on the lumia  
series of smartphones, including the 800, which has 
been introduced in germany, france, italy and several 
other countries.

bottom left: The 900, part of the nokia lumia series,  
runs on the Windows phone platform, which has lost 
any resemblance to the Windows operating system 
that powers the majority of the world’s computers.

Evoking images of the Allies landing at 
the Normandy beaches in 1944, Nokia 
Chief Executive Stephen Elop said in 
late January that the Finnish mobile 
phone maker had managed to “establish 
a beachhead” in the smartphone market.

Instead of British, Canadian and 
American soldiers, though, it is Nokia’s 
Lumia series of smartphones – the 710, 
800 and 900 – outfitted with Microsoft’s 
Windows Phone software that have done 
the landing. 

“Our specific intent has been to es-
tablish a beachhead in this war of eco-
systems, and country by country that is 
what we are now accomplishing,” Elop 
said. “From this beachhead of more than 
one million Lumia devices, you will see 
us push forward with the sales, market-
ing and successive product introductions 
necessary to be successful.”

 getting off the beachhead 

Maybe. The three phones have re-
ceived generally good reviews and seem 
to be gaining some traction in the hyper-
competitive smartphone market. But it 
is still far from certain whether Nokia 
and partner Microsoft will make it off the 
beachhead and onto more stable ground. 
This market is all about the ecosystem — 
the collection of companies and services 
that sprout up around an operating sys-
tem. It is hard to imagine the iPhone hav-
ing such meteoric success without all the 
third-party applications available in the 
Apple App Store. About 20 billion apps 
have been downloaded and that number 
is growing at a clip of about one billion a 
month.  The situation is much the same 
with Android, where a flourishing app 
market offers seemingly infinite possibili-
ties for everything from losing weight to 
tracking prices at the supermarket.

Such ecosytems are the key to sus-
tained revenue growth. Apple and Google 
have created a new market rather than us-
ing the legacy handset-driven value chain.

That’s why a year ago Nokia, strug-
gling to compete with Apple’s iPhone 
and devices running Google’s Android 
operating system, turned to computer 
software giant Microsoft, a one-time ri-
val and a player that is still considered 
an underdog after more than a decade 
of trying to penetrate the mobile sector. 
“Nokia and Microsoft will combine our 
strengths to deliver an ecosystem, with 
unrivalled global reach and scale,” Elop, 
a former Microsoft executive, promised 
at a February 11, 2011 press conference. 
“It is now a three-horse race.”

That, at least, is the hope. One-time 
smartphone market leader Blackberry’s 
future is looking increasingly like that of 
a niche player. Once an almost obligatory 
choice for corporations, RIM has been 
losing that core client base. One recent 
defector is Halliburton, one of the largest 

providers of products and services to the 
energy industry, which earlier this month 
said it would switch 4,500 employees to 
the iPhone. The success or failure of the 
Nokia-Microsoft alliance will therefore be 
a critical test case to see if the smartphone 
market will remain a duopoly or if there 
is indeed room for a third major player.

“Microsoft and Nokia face an uphill 
battle both from the Windows side and 
with Nokia trying to establish itself in the 
smartphone arena,” says Craig Cartier, a 
technology analyst at consultancy Frost & 
Sullivan. “But they have a lot of resources 
so we can’t count them out. If they do this 
right they will win over some customers 
and get people talking about Nokia again.”

Nokia had a head start – it was talk-
ing about transforming itself into a 
software company in 2000, some eight 
years before the first iPhone hit the 
street. But Nokia and Microsoft have 
both been largely absent from smart-
phone discussions of the past several 
years. The former has been unable to 
produce handsets that can compete 
with the iPhone or with Samsung and 
HTC, the two largest makers of Android 
phones, while the latter never managed 
to convince cellular phone users that 

the Windows operating system, so ubiq-
uitous on computers, was a compelling 
choice for a mobile device.

 Stopping a precipitouS fall  

Nokia had a 12.4% share of the smart-
phone market in the fourth quarter, a 
drop of 15 percentage points from the last 
quarter of 2010, according to estimates 
by technology consultancy IDC. Apple 
and Samsung led with 23.5% and 22.8% 
respectively, both large increases over the 
same period last year.

 Rather than a reflection on the new 
Lumia phones, which hit a limited num-
ber of markets in November, Nokia’s de-
cline is an indication of the precipitous 
drop in the popularity of handsets run-
ning the company’s Symbian software.

As Nokia struggles to regain its foot-
ing in the smartphone market and shifts 
away from Symbian and towards Win-
dows Phone, the company announced 
this month that it would cut 3,300 factory 
jobs in Europe and 700 in Mexico, mov-
ing more of its smartphone production to 
Asia. The company is also coming off a 1.1 
billion euro loss in the fourth quarter as 
sales tumbled 21%.

Nokia has never had much success in 
the U.S., even in its heyday when two 
out of every five mobile phones sold in 
the world was a Nokia handset. It made 
major mistakes in that market, missing 
clamshells, qwerty keyboards and touch 
screens. Downplaying the U.S. was not 
an issue when that country was a mobile 
backwater. But the American market is 
now at the center of the  mobile Internet.  
It is there that the Finnish manufacturer 
and its new American partner from Wash-
ington state will either fail or succeed 
in the smartphone market, say analysts. 

“In the smartphone market if you want 
to be successful you have to be successful 
in the U.S.,” says Bengt Nordstrom, CEO 
of Northstream, a consulting firm that 
advises telecommunications companies. 
“The industry is very North American-
centric. A lot of the innovation and de-
velopments are happening in the North 
American market and a lot of the profits 
come from there.” 

 the u.S. challenge 

Nokia, for its part, is now very focused 
on improving its showing in the U.S. mar-
ket, the only place so far where the Lumia 
900, the manufacturer’s most high-end 
smartphone, has been released. “The U.S. 
market is extremely important not only 
because it is very big from a smartphone 
point of view, but also because of the in-
fluence it has,” says Waldemar Sakalus, a 
Seattle-based Nokia vice president for the 
Nokia-Microsoft alliance. “Many impor-
tant developers, investors, bloggers and 
journalists are in the U.S. The importance 
of the market goes beyond the size itself.” 

From mid-November until the end of 
January Nokia sold one million Lumia 
handsets, impressive just coming out of 
the starting gate, especially considering 
that the 900 did not reach stores until 

after the new year. However, in only a 
slightly longer period (from the beginning 
of September to the end of December) 
Apple sold 37 million iPhones. 

Worldwide, in the fourth quarter 
Nokia sold 20 million smartphones while 
in all of 2011 it sold 417 million phones, of 
which 77 million were smartphones. The 
710 and 800 models have been introduced 
in Britain, France, Germany, Italy and 
several other countries. And the Lumia 
series will begin selling in China and Latin 
America in the first half of this year. 

 increaSed competition 

Nokia and Microsoft have tied their fu-
tures to their smartphone partnership, but 
ironically, if they are successful Nokia will 
find itself with new competitors using the 
Windows Phone software, which like An-
droid is open for all manufacturers to install 
on their handsets. Touch-based Windows 
Phone is a long way from previous incarna-
tions of Microsoft mobile phone software 
and has shed any visible connection to the 
Windows operating system that runs the 
majority of the world’s computers.

“We are building with Microsoft an 
ecosystem where Nokia is not the only 
player,” says Sakalus. “We are con-
science of this and welcome it because 
it expands the platform’s viability. We 
think we will be the choice for customers 
when Windows Phone scales up and has 
other manufacturers. We are not afraid 
of competition.”

Analysts believe that to be success-
ful, the pair will need to introduce new, 
improved handsets in  2012 to show that 
Nokia and Microsoft are committed to the 
venture. “In the next six to nine months 
they have to respond to what we presume 
will be the iPhone 5 and the new Samsung 
Android phones,” says Nordstrom. There 
is also pressure to increase the number and 

TOP FIVE WORLDWIDE SMARTPHONE VENDOR, SHIPMENTS AND MARKET SHARE (UNITS IN MILLIONS)

A report card:  
the nokia/microsoft 
Partnership

 “We are building with 
Microsoft an ecosystem 
where nokia is not the  
only player,” says Waldemar 
sakalus, a seattle-based 
nokia vice president for  
the nokia-Microsoft alliance. 
“We are conscience of this 
and welcome it because 
it expands the platform’s 
viability.”

Nokia and Microsoft have tied their futures to their 
smartphone partnership. But many believe the pair face 
an uphill battle to establish their venture as the number 
three player in the market. Informilo examines the 
venture one year on from its announcement.

 
by eric SylverS

range of apps available to consumers us-
ing the Nokia Microsoft ecosystem: there 
are roughly ten times the number of apps 
available on Apple and Android phones. 

Just as it was not clear the Allies would 
hold their beachhead in Normandy, there 
is still the chance that Apple’s iPhone 
and the myriad of devices running the 
Android operating system will manage 
to push Nokia's smartphone devices back 
into the sea, say analysts. “At some point 
you have to wonder in terms of platform 
strength whether Android and the iPhone 
are just too far ahead,” says Frost & Sul-
livan’s Cartier. 
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clear that security on mobile devices 
is important. Lookout uses flashy 
graphics and always-up-to-date threat 
assessments to scare the living daylights 
out of its users. 

 enterproid 

(divide.com)
new york, uSa
what it does: Its Divide platform allows 
users to split their personal and work 
stuff by creating separate profiles on 
their Android devices
why it’s hot: With the increasing focus 
on consumerization, businesses will 
want to manage the devices their 
workers choose while allowing them 
the freedom to make their own choices 
about hardware. At the moment it’s 
Android-only, but the founders plan 
to move on to iOS and Windows 
Phone, and, with the charmingly old-
fashioned idea of charging a fee per 
user, Divide should, if it takes off, be 
able to make money. 

 hailo 

(Hailocab.com)
london, uk
what it does: Matches London’s iconic 
black cabs with passengers via an 
Android/iOS app
why it’s hot: Rather than charging a fixed 
subscription as London’s traditional 
radio cab networks do, the app takes 
a fee of “about” 10% of the fare. It also 
aims to build a social community of 
London’s cabbies, who can exchange 
information about traffic, etc., and 
provides tools to help drivers record 
their earnings. Today this is small, but 
if it works in London, it could work in 
cities around the world.

 urban airShip 

(urbanairSHiP.com)
Portland, or, uSa
what it does: Content delivery mechanism 
for apps, delivering push notifications 
and in-app purchases
why it’s hot: This uses not one but 
two methods of monetization: tiered 
purchase levels and small commissions 
from each in-app purchase. With 
funding of $21.6m on board and a 
potentially huge marketplace among the 
millions of bedroom app developers as 
well as the big boys, this is one to keep 
an eye on. 

 neul 

(neul.com)
cambridge, uk
what it does: Uses free “white space” 
spectrum to provide secure wireless 
communication
why it’s hot: The demand for fast and 
reliable mobile connectivity makes 
this Silicon Fen start-up particularly 
interesting. With $12.8m of funding, this 
has the potential to become a powerful 
content delivery network for everything 
from updating automotive firmware 
to tracking goods on the move and 
electronic media delivery.

 fon 

(fon.com)
madrid, SPain
what it does: Delivers “crowd-sourced 
Wi-Fi” through users sharing some of 
their home Wi-Fi to create a mesh of 
publicly-available connectivity
why it’s hot: What gives Fon clout is its 
wide penetration and partnerships 
with big telecoms players including 
BT, Belgacom and MTS as well as other 
partners around the world. It’s been 
around since 2006; investors include 
Google, Skype and Sequoia. 

 Wrapp 

(wraP.com)
StockHolm, Sweden
what it does: Social giving app
why it’s hot: Wrapp has just raised a 
further $5m in funding from backers 
including Skype founder Niklas 
Zennström to add to the $5.5m it had 
previously raised. Still low-key and in 
very few countries, this social-giving 
app, which notifies users of friends’ 
upcoming birthdays and lets them buy 
virtual gift cards and do joint gifting, 
could scale impressively once it breaks 
out of Sweden.

 frogtek 

(frogtek.org)
SPain, mexico and colombia
what it does: For-profit social enterprise 
provides mobile software for small shops 
in developing world economies to help 
them grow their businesses
why it’s hot: Much of the developing 
world is bypassing fixed infrastructure 
and going straight to mobile, providing 
a huge opportunity for entrepreneurs 
to market directly to both consumers 
and B2B. Frogtek’s software brings tiny 
shops into the 21st century and helps 
them avoid the “poverty penalty.” With 
40m shops in its target territories serving 
4bn people, the potential to scale and to 
do good is impressive.

 Storm8 

(Storm8.com)
redwood SHoreS, california, uSa
what it does: Develops games for Android 
and iOS
why it’s hot: With revenues breaking 
$1m a day during a promotion and 210m 
downloads as of August and counting, this 
is a reminder that casual social gaming is 
by no means a casual proposition.

 inStagram 

(inStagram.com)
San franciSco, ca, uSa
what it does: iOS social photography app
why it’s hot: In just two years the faux-
vintage Instagram look has taken over 
social feeds as users upload thousands 
of photographs each day. The app 
is free to download; users pay for 
additional features and filters. Brands 
love it, opening up lucrative partnership 
potential for the business.

 tinyco 

(tinyco.com)
San franciSco, ca, uSa
what it does: Makes bite-sized casual 
mobile games designed to be enjoyed five 
minutes at a time
why it’s hot: All the usual good stuff 
about mobile social gaming: huge reach, 
frictionless payment systems for in-
game enhancements, but additionally 
in May 2011 the company launched a 
$5m investment fund, TinyFund, to 
help support mobile game developers – 
many of whom could feed into its own 
ecosystem further down the track.

 pocketgemS 

(PocketgemS.com)
San franciSco, ca, uSa
what it does: Free-to-play mobile casual 
game developer for iOS and Android
why it’s hot: With more than 60m 
downloads, that’s a lot of users being 
tempted to make in-game purchases. 
The big boys of Silicon Valley are in on 
the funding: so far it has raised $5m from 
Sequoia Capital and former eBay big 
cheese Michael Dearing. 

 popS 

(getPo.PS)
tel aviv, iSrael
what it does: Allows Android users to 
personalize alerts for new email and 
from social networks
why it’s hot: Never underestimate the 
desire of users to make their devices more 
personal. This Israeli company, founded 
less than a year ago (April 2011) has $1.5m 
in funding under its belt and the huge 
ecosystem of Android to reach into.

 appSfire 

(aPPSfire.com)
PariS, france
what it does: Discovery service for 
Android and iOS with social elements
why it’s hot: As well as leveraging the 
viral, social possibilities of getting users 
to share awareness of their favourite 
apps, Appsfire has launched App 
Booster, which aims to help developers 
maintain their users’ engagement with 
their apps. It also has an ad unit for 
the iPhone that lets developers start 
marketing apps before they launch. 

 rovio 

(rovio.com)
eSPoo, finland
what it does: Developer of casual games 
across multiple platforms – iOS, Android, 
Windows Phone, OSX, Windows, Facebook
why it’s hot: Angry Birds, Rovio’s 
breakthrough game, hasn’t just made 
it on to multiple platforms — it's now 
part of the collective consciousness. 
Launched in December 2009, the game 
has been downloaded more than 500m 
times and has spawned real-world stores 
to sell fluffy versions of its grumpy avians 
and pigs as well as apparel. Last year 
Rovio scored a $42m funding round; 
CEO Mikael Hed hasn’t ruled out more 
funding before an IPO.  

 Shazam 

(SHazam.com)
london, uk
what it does: Mobile app to identify music 
why it’s hot: Bar-goers have since 2002 
been holding their handsets up to 
speakers so the Shazam app can identify 
the music they’re listening to. Since 
then it has morphed into a powerful 
marketing tool: the user can now not 
only to identify the music in, say, an ad, 
but also buy the goods featured in the 
ad, concert tickets, the track itself, etc. 
In June 2011 it raised $32m in funding; 
it now also connects users of mobile 
devices with interactive TV ads and 
boasts 180 million users.

 fourSquare 

(fourSQuare.com)
new york, new york, uSa
what it does: Mobile location services 
incorporating game-type elements
why it’s hot: Launched in 2009, this 
start-up has racked up a community 
of some 15mpeople around the world, 
all broadcasting their locations to their 
social-network friends. In January 
Foursquare said its users had checked 
in more than 1.5bn times. Foursquare 
recently added support for NFC to its 
Android app, which should help it grow 
its reach and ubiquity.

 Square 

(SQuareuP.com)
San franciSco, ca, uSa
what it does: Offers a free credit-card 
reader and a mobile app that allow 
s even the smallest retailer to take  
card payments
why it’s hot: Co-founded by Twitter 
boss Jack Dorsey and with $168m in 
funding from Silicon Valley heavy 
hitters including Sequoia, Square says 
it is on track to process $2bn worth of 
transactions a year. It collects 2.75% 
per swipe on cards and deposits the 
cash in the retailer’s account the next 
day; Squarelooks set to carve out a very 
lucrative space for itself.

 Spotify 

(SPotify.com)
StockHolm, Sweden
what it does: Streaming music service 
with close social media interactivity and 
mobile apps
why it’s hot: Allows users to stream 
music from the big music players and 
smaller independent labels using 
either a free, ad-supported service or a 
premium ad-free service. Now requires 
a Facebook account, so has enormous 
potential reach; recently declared itself 
a “platform,” encouraging developers 
to write apps for it. Users can share 
playlists, driving social crowdsourcing 
for events big and small; premium users 
can also access and share music on most 
mobile devices.

 zeptolab 

(zePtolab.com)
moScow, ruSSia
what it does: Small game developer
why it’s hot: After Rovio’s Angry Birds 
became a giant mobile gaming hit, 
everyone was looking for the Next Big 
Thing in mobile gaming. Zeptolab’s Cut 
The Rope seems to fit the bill: it’s been 
downloaded more than 100m times and in 
February it announced that it had set itself 
on the path to riches by signing licensing 
deals with real-world toy-making giants 
Hasbro, Mattel and Jakks Pacific as well 
as with apparel maker LF USA. 

 Xiaomi tech 

(xiaomi.com – cHineSe webSite)
cHina
what it does: Mobile developer
why it’s hot: The Chinese start-up, 
which offers a customized version of 
the Android platform, announced last 
summer that it was launching its own 
high-spec, low-cost handset. With the 
huge Chinese consumer market at its 
fingertips through its orders from China 
Telecom and China Unicom, Xiaomi 
can afford to sit tight and say, as it did 
recently, that it's comfortable posting 
losses for the next two years. Well, it did 
raise $90m in funding at the end of last 
year, taking its total financing to $131m. 

 WhatSapp 

(wHatSaPP.com)
Silicon valley, uSa
what it does: Mobile user-to-user 
messaging app available for most 
platforms
why it’s hot: Sitting squarely in the same 
space as BlackBerry’s Messenger app 
Apple’s Messages, this app, which 
bypasses SMS charges, has the potential 
to be disruptive both to the cellular 
networks and the two hardware vendors 
it challenges by taking the concept across 
all platforms. Still small, with funding of 
$8m from Silicon Valley heavyweight 
Sequoia, this is one to watch.

 flipboard 

(fliPboard.com)
Palo alto, uSa
what it does: Aggregates content from 
social media and web links into a 
visually-pleasing magazine-style format 
for the iPad and iPhone
why it’s hot: With huge brands such as 
Oprah getting on board to create her 
own channel for subscribers to follow, 
the potential reach for this beautifully 
realized app is huge. There’s a lot of talk 
about it potentially revolutionizing or 
even rescuing the publishing industry, 
though for now its user base remains 
small at around 5m and its business 
model is unclear. However, it’s a darling 
of Silicon Valley and the chatterati and 
has thus far attracted funding of $60.5m.

 bump 

(bu.mP)
mountain view, ca, uSa
what it does: Allows mobile phones (iOS 
and Android only) to exchange data by 
bumping together. Data goes via Bump’s 
servers rather than flow directly between 
the phones
why it’s hot: Any tech start-up with 
Netscape founder Marc Andreessen as a 
new recruit to the board is going to attract 
attention, never mind the fact that is has 
raised $19.9m in funding since its birth 
in 2008. Initially buzzy for being a cool, 
Silicon Valley way to exchange business 
cards, it now also can exchange photos. 

 getjar 

(getjar.com)
vilniuS, litHuania
what it does: Provides a cross-platform 
marketplace allowing mobile users to 
download premium apps for free
why it’s hot: Apps that other marketplaces 
charge good money for? Getjar 
monetizes by being a paid discovery 
service. Now it’s launching a loyalty 
program that will reward users with 
virtual gold coins they can spend on 
premium apps and services. CEO Ilja 
Laurs is excited about the potential for 
his virtual currency, talking of bringing 
on board other partners outside the 
mobile space.

 lookout Security 

(mylookout.com)
San franciSco, california, uSa
what it does: Security software – for 
mobile platforms
why it’s hot: Security is a big problem with 
the laissez-faire Android Marketplace, 
where a rogue app can do a lot of damage 
before Google yanks it. Although this is 
less of an issue with the more closely-
curated Apple App Store, it's still 

tHe toP 25 HotteSt 
global mobile Start-uPS

To identify the most promising global mobile companies informilo asked some of the most active investors 
around the globe to nominate and evaluate companies outside their own portfolios. some are well-known, 
others are below the radar but unlikely to stay that way for long. below find our picks for the top 25:
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The timing certainly could have been 
better. In mid-February, as the indus-
try's key players in mobile money were 
making final preparations to promote 
their services at Mobile World Con-
gress, to be held in Barcelona February 
27th-March 1st, bloggers revealed that 
Google's Wallet payment system could 
be vulnerable to hacking.

According to the Smartphone Champ 
blog, hackers could steal a user's Android 
phone, delete the information in the Wal-
let app, and then easily create a new PIN 
and user account to gain access to the 
funds stored in a pre-paid card on the 
phone. Although the search giant shut 
down the app immediately and quickly 
plugged the security hole, the incident 
highlights the growing need for stronger 
security on the devices that are a integral 
part of many people's daily lives, and that 
are rapidly evolving to interface with our 
home remote control devices, serve as our 
banks, and become our social mediators. 

Mobile is definitely the most important 
trend for security expert McAfee. Ac-
cording to Giorgio Bramati, Consumer 
Partners Manager for McAfee Labs Italy, 
threats to mobile devices have grown 
700% in the last three years. And that 
trend is destined to grow more now that 
the market for phones and tablets is so 
much larger than that for computers. 
Phones being used by people for finan-

cial transactions add another important 
dimension. 

McAfee publishes a quarterly "Threats 
Report," which looks at trends in com-
puter and mobile security issues. At the 
end of 2010, the company predicted that 
malware would reach 70 million unique 
samples by the end of 2011. Because of the 
rapid proliferation of malware in 2011, 
however, McAfee increased this predic-
tion to 75 million by year’s end, the busiest 
in malware history (see charts, below).

Another key conclusion of the report: 
the Android mobile operating system 
"solidified its lead as the primary target 
for new mobile malware." According to 
McAfee's research, the amount of mal-
ware targeting Android devices jumped 
nearly 37% from Q2 to Q3; nearly all new 
mobile malware in Q3 targeted Android.

 android a target 

According to McAfee's Bramati, the 
Android operating system is being tar-
geted for two reasons: "the first is that 
in the last few years it has become the 
most-used operating system. The most 
popular system is always going to be the 
one that gets targeted the most. The sec-
ond reason is that Android is an open 
system: the user can install apps from 
the Android market, but apps can also be 
downloaded elsewhere. Whereas with the 

iPhone, the Apple App Store is carefully 
controlled by Apple."

Viruses and malware are one thing to 
worry about, says Mark Kanok, group 
product manager for security solutions 
provider Symantec, but there are plenty of 
other threats, "such as losing your phone 
or having somebody steal your phone, 
in which case you are going to have to 
be able to wipe the data clean. Perhaps 
you want something that can block calls 
from an ex-boyfriend or  girlfriend, or 
telemarketer who’s harassing you. It’s es-
sentially the same type of risk you would 
see on a PC or Mac, but now it has moved 
to mobile."

Is there a role for mobile operators 
in providing secure mobile phones and 
security services? Both McAfee's Bramati 

and Symantec's Kanok see user education 
as an important responsibility. Bramati 
also believes "operators have the job of 
protecting their users’ data....The need 
to protect data on the phone is so impor-
tant because there is so much of it there 
these days." McAfee's own services help 
operators back up user data, block the 
phone or delete data remotely, or have 
the phone make a very loud noise that 
would make it unusable to the person 
until they reset the phone.

Mark Kanok says, "Generally we think 
it’s a good thing for carriers to take the 
lead, but security is not really their busi-
ness." In addition to industry veterans 
McAfee and Symantec, there are a grow-
ing number of smaller players active in 
the market who are eager to help car-
riers make security their business. For 
example, in July 2011 NetQin, a Chinese 
provider of consumer-centric mobile In-
ternet services focusing on security and 
productivity announced that its services 
will be integrated into Telefónica's own 
app store, and into phones distributed by 
Telefónica and its subsidiaries around 
the world.

And in January of this year NetQin an-
nounced that it had signed an agreement to 
pre-install its mobile security product on 
Motorola Android smartphones in China.

 keeping Safe 

Given the extent of the threat to An-
droid devices, it shouldn't be surprising 
that Google, too, has been working on mo-
bile security. In early February, Hiroshi 
Lockheimer, Google’s VP of Engineering 
for Android, posted information in the 
Google Mobile Blog on new software for 
Android phones called “Bouncer.” The 
software searches the Android market for 
“potentially malicious software." Google 
says that Bouncer led to a 40% decrease 
in the number of potentially malicious 
downloads from the Android market be-
tween the first and second halves of 2011. 

Symantec's Kanok says, "If I asked to 
use your mobile phone you might hesitate 
and not want to lend it whereas with a 
laptop or tablet you would probably be 
more willing. Mobile phones are very 
personal and people get very attached to 
them. If they are so personal and there is 
so much personal information on them 
then it stands to reason you are going to 
want to protect them from a variety of 
threats." There's little doubt that the vol-
ume and variety of threats will increase. It 
remains to be seen if the security players 
will be able to keep pace in the on-going 
race to insure that our devices, informa-
tion and cash stay safe.
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The growth in the number of new malware 
samples slowed 20% in Q3 (typically its slowest 
quarter), but even at the Q3 rate of growth the 
number of distinct malware samples in the 
Mcafee zoo will exceed 75m by year’s end.
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MOBILE MALWARE - CUMULATIVE

The growth of mobile phone adoption globally is driving growth in the mobile malware sector. 
While malware targeting the symbian platform is still the most prevelant, there has been a sea 
change in top targets in 2011. in Q3 nearly all of the malware samples discovered by Mcafee 
labs targeted the newer and now more popular android platform.
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by audrey mandela and eric SylverS

Securing mobile Phones

according to giorgio bramati, 
consumer partners Manager 
for Mcafee labs italy, threats 
to mobile devices have grown 
700% in the last three years. 
and that trend is destined 
to grow more now that 
the market for phones and 
tablets is so much larger than 
that for computers.
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industry Stars 
The Global Telecom Women’s Network’s 20th Anniversary 
gala event at the Mobile World Congress is a celebration of 
women’s contributions to the communications sector.

It is one of the communication indus-
try’s best-kept secrets. Glamorous 1940s 
screen star Hedy Lamarr, known as one 
of the great actresses and most beautiful 
women of her time, co-invented spread 
spectrum, the basis of the W-CDMA 
technology used in all mobile communi-
cations today. (Her co-inventor George 
Antheil says the idea was initially all 
hers).  The story of Hedy Lamarr’s pat-
ent has now been the subject of two 
books – one just published by Richard 
Rhodes and another by Rob Walters.

"Hedy and George's idea, first patented 
in 1942, was initially shunned,” Rob Wal-
ters wrote in his book Spread Spectrum: 
Hedy Lamarr and the Mobile Phone. “Yet, 
in the decades that followed, the basic 
principle was reinvented, refined and 

put to practical use in all manner of radio 
solutions, solutions that the inventors 
could never have imagined. The tech-
nique that they described is now called 
frequency hopping. It was before its time 
in the 1940s, but now has pride of place 
in a whole family of related solutions that 
are generally called - spread spectrum.”

 Lamarr, who was eventually honored 
by the Electronic Frontier Foundation 
and the National Inventors Council for 
her invention, is just one of a number of 
extraordinary women who have shaped 
the global communications industry and 
are stars in their own right.

The contributions of women to the sec-
tor will be celebrated during the Mobile 
World Congress in Barcelona at a gala 
dinner organized by the Global Telecom 
Women’s Network (GTWN), which 
marks its 20th anniversary this year. 
GSMA CEO Anne Bouverot will be hon-
ored as the keynote speaker, and Viviane 
Reding, Vice-President of the European 
Commission, will be an honored guest. 

 Among the attendees will be members 
of the group that co-founded GTWN: 
Janice Hughes (a co-founder of Spectrum 
Strategy Consultants and frequent advisor 
to government ministers on media and 
telecom issues), Candace Johnson (SES), 
Dr. Jessie McLeman (BT), Lillemor Lars-
son (Unisource), Dr. Susanne Paech and 
Elke Geising (Deutsche Telekom), Susan 
Dark (Cable & Wireless) and Laureen 
Cook (Satelindo). Their first meeting was 
at Cebit (the industry’s largest trade fair 
at the time, now totally usurped by the 
MWC) to celebrate the growing impact 
of women in the industry. 

 the gtWn brain truSt 

Over the years membership grew and 
GTWN’s annual breakfasts at the Mobile 
World Congress have attracted some of 
the industry’s highest flying female ex-
ecutives, including Qualcomm Global 
Development President Peggy Johnson 
and Xin Fanfei, vice president and execu-
tive director of China Mobile.

The GTWN is particular proud in hav-
ing helped mWomen, a program that rep-
resents an unprecedented global public/

private partnership between the world-
wide mobile industry and the internation-
al development community to harness the 
power of the private sector to accelerate 
women's ownership of mobile phones, 
while partnering with the international 
development community to provide life 
changing services to underserved women.  

Today the GTWN has a unique mem-
bership structure with an international 
steering board of 40 senior executive 
women from around the world who fund 
and organize the group’s activities, all the 
while mentoring the next generation of 
women. The steering committee includes  
Bridget Cosgrave, founder and president 
of EVERY EUROPEAN DIGITAL and 
ex-President, CEO and Chairman, Belga-
com International Carrier Services, Anne 
Glover, cofounder and CEO of Amadeus 
Capital Partners, a British venture capital 
firm; Internet Society Chief Operating 
Officer Walda Roseman and Alcatel-Lu-
cent Board Member Carla Cico — all of 
whom have played key roles in shaping 
the industry.

“More than a lobbying or a pressure 
group, it was and always has been a 
“brain trust” – a group of exceptional 
senior women executives who have 
been so successful in their own careers 

in telecommunications and media that 
they look beyond to treat and influence 
the issues and the trends and to mentor 
up-and-coming women in the indus-
try,” says Johnson, a GTWN co-founder.  
“Above all, they celebrate achievements 
and do their best to inspire by making an 
impact on our industry, our society, and 
our planet, and serving as role models for 
the next generation.”

As a tribute to their contributions, the 
GTWN is publishing an e-book profil-
ing some of the women who have played 
key roles.

Among them is Johnson.  An American 
who helped pioneer the satellite industry 
on the Continent, Johnson was dubbed 
“The Satellady” in a 1996 Economist ar-
ticle. A career as a trailblazer also earned 
her a few other labels: she was called “the 
most dangerous woman in Europe” by 
an angry media mogul after she foiled his 
plans to build a cartel and “Enemy No. 1” 
by Germany’s Deutsche Telekom when 
she won a landmark case against the com-
pany for illegal subsidies of data networks. 

Johnson says she has earned all of 
these titles over the course of a 35- year 
career in the tech industry by “always 
trying to create something new” and usu-
ally breaking monopolies in the process.

 
by jennifer l. ScHenker

“What I am really most proud of is that 
I made SES (Societe Europeene des Sat-
ellites) become the world's largest satel-
lite system at the time and the premier 
satellite system today and that I was able 
to create other companies, all of which 
contributed to the advancement and de-
mocratization of access to telecoms, media 
and Internet for the world,” says Johnson.

The book also pays tribute to Myla 
Villanueva, an entrepreneur behind five 
highly successful software and mobile 
companies and long-time GSMA Execu-
tive Committee member, who recently 
served as the eminence grise behind the 
Philippines direct e-elections for that 
country’s President.   

 trailblazerS 

Trailblazers on the Internet, such as 
Esther Dyson, a pioneer who has long 
been synonymous with everything digi-
tal, are also highlighted. She is the found-
ing chairman of ICANN, the Internet 
governing group, an early investor in 
Russian and Eastern European startups 
and an active investor in Internet com-
panies everywhere. 

 There is also a chapter on Mitchell 
Baker. Baker is the chairwoman of the 

open source software association behind 
the Firefox browser, which took on Mi-
crosoft to wrest back control of the Web.

In its heyday, Microsoft acted as a gate-
keeper to the Internet, with its Internet 
Explorer browser having over 95% mar-
ket share. Today the Internet is a differ-
ent place, far more open and innovative, 
thanks in significant part to the efforts of 
Baker, who helped lead an army of tens of 
thousands of programmers and consumer 
evangelists into battle.

Netscape was sold to AOL in 1998. Its 
browser’s source code was made freely 
available to anyone who wanted to make 
improvements – a radically new idea at 
the time. The ultimate result was Firefox, 
a browser developed for the people, by 
the people, under the umbrella of what 
is now known as the Mozilla Foundation.

When the Firefox browser was re-
leased there was no Apple and no Google 
standing in Microsoft’s way of control for 
this critical part of Internet life — only 
tiny Mozilla, led by Baker. 

The fight was about keeping the Inter-
net an engine of choice and innovation as 
well as economic value. “The technology 
we use has as much impact on our free-
dom as laws do, and on a day-to-day basis 
even more so,” says Baker. “That is why it 

is so important to build freedom into the 
technology itself.”

 influencing the induStry 

The war is not over. Firefox may have 
attracted half a billion users, garnering 
around 20% of global market share, but 
new threats to the openness of the Inter-
net are emerging. Baker’s job is to ensure 
that the Foundation and Mozilla Corp., 
the subsidiary responsible for Firefox, 
which she also chairs, can give consumers 
the right tools to keep the Internet open 
and interoperable.

“The same pressures to integrate the 
software stack for short term conveni-
ence  — a trade-off that results in long 
term control  — are with us again,” says 
Baker. To counteract that trend, Mozilla 
is developing its own mobile browser and 
operating system. And Baker is once again 
playing a key role in getting those prod-
ucts delivered to market.

 Ann Mei Chang, who is currently a 
Franklin Fellow in the Secretary’s Of-
fice of Global Women’s Issues in the U.S. 
State Department, is another industry 
star. Chang, a member of GTWN’s steer-
ing committee, is on a one-year leave of 
absence from Google, where she led 

engineering at Google’s mobile applica-
tions and services worldwide, includ-
ing products such as search, ads, Google 
Mobile Maps, gmail, YouTube, Goggles 
and voice services across all major mobile 
platforms. Chang oversaw 20x growth 
of Google’s mobile business in just three 
years, delivering over $1 billion in annual-
ized revenue. 

 “As the senior engineering director 
for mobile at Google, I was lucky to have 
a front row seat in the remarkable trans-
formation of  ‘super phones,’ Chang wrote 
in her essay for the e-book.

Hedy Lamarr would have been proud. 
She didn’t live to get credit for her con-
tributions to the communications sector, 
but thanks in part to GTWN the women 
who have carried on her work are getting 
their just due.
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More than a lobbying or 
a pressure group, gTWn 
was and always has been 
a “brain trust” – a group of 
exceptional senior women 
executives who have been so 
successful in their own careers 
in telecommunications and 
media that they look beyond to 
treat and influence the issues 
and the trends and to mentor 
upand- coming women in 
the industry,” says candace 
johnson, a gTWn co-founder. 
“above all, they celebrate 
achievements and do their 
best to inspire by making an 
impact on our industry, our 
society, and our planet, and 
serving as role models for the 
next generation.”
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mobile operators bet  
on machine-to-machine 
communications

“This is an important year: 
it will be the tipping point 
for this technology,” says 
Miguel blockstrand, head 
of connected devices at 
ericsson. “industries are 
looking for efficiencies and 
this is a case where if you 
deploy the infrastructure, 
customers will come.”

Ever since Telecommunication ser-
vice providers began lamenting the 
commoditization of their services and 
their dim future as “dumb pipes” they 
have been searching for something 
that would give them new significant 
sources of revenue.

Enter machine-to-machine (M2M) 
communications, technology that sup-
ports wired or wireless communica-
tion between machines without human 
intervention. Uses for M2M include 
data collection, remote control, status 
tracking, road traffic control, off-site 
diagnostics and maintenance, security 
systems, logistic services, fleet manage-
ment and telemedicine.

The growth potential is so huge that 
Ericsson is forecasting 50 billion (yes, 
billion with a “b”!) devices will be con-
nected by 2020. The market is projected 
to be worth $1.2 trillion that year, with the 
number of connections rising from today’s 
nine billion to 24 billion, with half involv-
ing non-mobile devices such as household 
appliances, according to the GSMA, an 
industry association which represents 
over 800 of the world’s mobile operators. 

 the internet of thingS 

M2M is expected to be a key topic at 
the Mobile World Congress, which at-
tracts some 60,000 industry executives. 
“Telcos are fighting very hard and being 
aggressive to make sure they can take 
advantage of all the end-to-end possibili-
ties because this is one of the few growth 
markets left for them,” says Yiru Zhong, 
a senior tech industry analyst at consul-
tancy Frost & Sullivan. 

The only wrinkle in this near perfect 
scenario is that while service providers 
assume new revenue from M2M is theirs 
for the taking, other players on the edges 
of the crowded industry are also in po-
sition to grab market share. Apple and 
Facebook, for example, could become 

the hardware and software interfaces 
used for M2M, which is also known as 
the Internet of Things. “The popularity 
of Apple’s products like the iPhone and 
the iPad means these devices emerge as 
the primary hardware controllers for de-
velopers of home automation products,” 
UK consultancy CCS Insight wrote in its 
2012 predictions. “In tandem, Facebook’s 
global reach and the increasingly rich 
variety of its open graph APIs see it be-
coming the online control panel for many 
connected homes.”

M2M is already being employed in 
transportation, utilities, health care and 
government. Trucks out on the road, gas 
meters located miles from anywhere, 
apparatuses linked to elderly patients 
on a rigorous medical regime, and de-
vices scattered around a “smart city” can 
dialogue with a central command center 
through a multitude of wireless technolo-
gies. M2M deployments in those sectors 
are expected to explode in the next few 
years while new industries also begin tak-
ing advantage of the technology.

 m2m changing everyday life 

“This is an important year: it will be 
the tipping point for this technology,” 
says Miguel Blockstrand, head of con-
nected devices at Ericsson. “Indus-
tries are looking for efficiencies and 
this is a case where if you deploy the 
infrastructure, customers will come.” 
Industry experts agree the customers will 

indeed come, but the question is whose 
customers will they be and who will get 
the privilege of billing them? Ericsson is 
offering itself as the one-stop shop for 
operators that want to sell customers 
M2M services without having to deal 
with building the new infrastructure 
that invariably entails big capital expen-
ditures and the constant costs associated 
with keeping a system functioning and 
up-to-date. 

In early February, Ericsson said it had 
signed an agreement to provide Swiss 
telecommunications company Swisscom 
with the infrastructure to offer M2M ser-
vices. Swisscom has already started tests 
with potential clients and plans to begin 
selling actual services by the middle of 
the year. Most of the bigger operators, 
including Vodafone, AT&T, Telefónica 
and Deutsche Telekom have opted to 
build their own systems. 

Real life examples of M2M chang-
ing everyday life are proliferating. On a  
Facebook page set up by Ericsson called 
“Technology for Good” somebody re-
cently posted a screenshot of a page listing 
the washing machines at his daughter’s 
university dormitory.  The page offers 
students the chance to remotely monitor 

the laundry room to see which of the five 
machines is in use and how long the wait 
is for those that are occupied.

Other uses for M2M will come to the 
fore as the technology becomes more 
diffused, says Ericsson’s Blockstrand. 
Another service already being deployed 
has insurance companies adjusting peo-
ple’s premiums based on when and where 
they drive their cars, thanks to tracking 
information provided by an M2M device.

“The number had to be ambitious, but 
also realistic and that is what 50 billion 
is,” Blockstrand says. “If you start count-
ing the number of cars, the number of 
washing machines, the number of other 
machines out there you see how this gets 
to be a very big number. Anything that has 
software that you want to update or moni-
tor can be connected and that is when it 
starts adding up.”

New regulations are also facilitating 
the boom in the M2M market. The Euro-
pean Union, for example, has stipulated 
that beginning in 2014 all new cars must 
have a SIM card on board so that the car 
itself can make an immediate connection 
to emergency services in the event of an 
accident. At the same time the EU’s bid to 
lower carbon emissions has led to a boom 

 
by eric SylverS

The development of new 
M2M services may very well 
determine the future of the 
mobile sector.

below:
Remote control: using M2M technology abb’s 
neptuno irrigation terminal can be controlled through 
any web browser on a smartphone (pictured here) or 
on tablets and personal computers.

right:
not so far afield: M2M technology is being applied to 
everything from traffic control in big cities to remote 
farms.  for example Telefónica      helped abb fit its 
neptuno remote terminal unit for irrigation with a 
gpRs modem in order to irrigate this field in spain.

in smart meters as utilities seek to comply 
with emission regulations.

In addition to the introduction of in-
novative services and new regulations, 
a third force expected to power the 
growth of M2M is the drop in the price 
of modules, small devices that hold the 
microchips collecting the data that is 
then relayed back to a centralized sys-
tem. The market may be further stimu-
lated as governments and regulators 
work to make it easier and less costly to 
offer services that transcend national 
boundaries. Automobile manufacturers, 
for example, are making it clear that they 
don’t want the owners of cars with built-
in SIM cards to be charged with roaming 
fees when they drive across national 
frontiers. These and other types of big 
corporations are pressuring carriers to 
offer flat rates for such uses.

 barrierS to groWth 

Despite all the enthusiasm, barriers 
remain to unfettered growth in M2M 
and, according to consulting firm STL 
Partners,  include the failure to develop 
standards that can be used across dif-
ferent platforms, performance and cost 

issues, and low awareness by users of the 
technology’s potential.

Forever dogged by the commoditiza-
tion of their businesses, service providers 
face the same uncertain future with M2M. 
STL Partners and other industry watchers 
say M2M connectivity will become highly 
commoditized, with low margins, and that 
enabling new services with software is the 
best growth opportunity. 

  a World dominated by m2m 

“Of course the margins on connectiv-
ity are declining, but that doesn’t mean 
it is not a good business,” says Angel 
David Garcia Barrio, the head of global 
alliances and new businesses for M2M 
at Telefónica Digital. “Instead of great 
margins on a small number of lines we 
will have lower margins but multiplied 
by millions. There are a huge number of 
services that can be deployed.” 

Telefónica is already working with 
ABB, a Swiss company specializing in 
power and automation technologies, on 
an irrigation project in Spain. Rather than 
waking up at five o’clock in the morning 
to water their fields, farmers can use a 
cloud-based M2M system that helps them 
determine the best time to release the wa-
ter and then do the watering remotely. In 
addition to the connectivity, Garcia Bar-
rio sees Telefónica selling management 
services as well as maintenance of equip-
ment. In some cases the company could 
rent the devices to customers, he says.

How well Telefónica and the other 
service providers handle the transition to 
a world dominated by M2M, and whether 
they manage to play a role in the actual 
development and application of new ser-
vices, may very well determine the future 
of their industry.

 

Jennifer L. Schenker contributed  
reporting to this story
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app stores 2011 2012 2013 2014 2015 2016 cagr

users (Millions pa) 305 497 765 1,106 1,479 1,824 43.0%

events (Millions pa) 11,203  20,463  34,613  54,508  80,132  110,254  58.0%

Traffic (Millions Mb pa) 138,359  240,081  385,788  577,163  806,057  1,053,610  50.1%

Revenues (Millions us$ pa) $2,477  $4,567  $7,804  $12,402  $18,380  $25,504  59.4%

  global mobile application forecaSt metricS  

making money on mobile services:  
there’s an app for that

if the app market grows 
as forecast, all sorts of 
wider questions about 
walled gardens, restricted 
experiences and who owns 
the metrics and revenues 
come into play. This next 
decade is likely to see an 
interesting tussle between 
open and ownership.

It seems like such a great path to riches. 
Write an app, post it on the various mar-
ketplaces for mobile software, sit back 
and watch the money flow in. 

Since the GSMA, the industry asso-
ciation representing some 800 mobile 
operators around the globe, launched App 
Planet at Mobile World Congress in 2010, 
developer interest in the mobile market 
has exploded. Last year more than 40,000 
attendees, including 12,000 developers, 
flocked to App Planet during the exhibi-
tion in Barcelona. And the numbers could 
be higher at this year’s exhibition, which 
takes place February 27-March 1.

Little wonder. Revenues from apps 
downloaded over mobile networks are 
predicted to grow at a compound annual 
growth rate of between 50% and nearly 
60% between now and 2016,  generating 
more than $25 billion, according to tech 
consultancy Informa.  But with the sheer 
number of apps clamouring for attention, 
and the fragmentation of platforms, how 
does a developer attract attention or even 
make money? And what’s in it for the pro-
viders of the app marketplaces?

Enter Getjar, a start-up founded in Vil-
nius, Lithuania, which has so far raised 
$42 million in venture capital from back-
ers which include Accel Partners and 
Tiger Global Management. Flying in the 
face of conventional wisdom, Getjar offers 
premium apps for free across a number of 
mobile platforms.  “We’re a paid discovery 
service,” says chief executive and founder 
Ilja Laurs. Instead of consumers paying 
to download apps, developers bid to have 
their apps featured, and only pay once 
the user downloads the app, making it a  
particularly good channel for app devel-
opers whose revenue depends on in-app 
sales or in-app advertising.

Now Getjar is planning to offer another 
innovative way of luring both custom-
ers and developers. On February 23rd, 
Getjar is announcing a loyalty program 
that rewards active users with a virtual 
currency called Getjar Gold Coins.

How does it work? The more apps 
downloaded by consumers on GetJar, 
the more “gold coins” earned. The virtual 
currency can be used to buy premium 
apps and virtual goods without exchang-
ing any physical money. For example, 
a consumer earns a certain number of 
coins for downloading a typically-free 
app like Skype, Twitter or YouTube, but 
earns more for downloading premium 
apps (which are typically paid for in other 
stores), and receives the largest number 
of coins for downloading the Getjar store 
app itself.

  virtual currency 

This encourages users to spend more 
time with apps they download from Get-
jar, and download more apps, thereby 
generating more income for Getjar. Getjar 
takes a cut of the virtual currency that is 
less than the 70/30 split mandated on the 
Apple Store.

The February Getjar Gold Coin an-
nouncement is an offshoot of a program 
rolled out last August which gave consum-
ers free premium content that they would 
normally have to pay for on other app 
stores, including Sega’s ChuChu Rocket 
and Gameloft’s Popular Asphalt 6 game.

Getjar started in a completely different 
space: it originally provided a platform 
for developers to test their apps. It then 
moved into building white-label app 
stores for third parties such as mobile 
operators. Says Laurs: “Two years ago, 

everybody wanted an app store. There 
was high demand; we launched 50 app 
stores, but the ROI is just not there, so we 
moved away from signing new players.”

The apps market continues, of course, 
to be dominated by Google and Apple. 
That is why players like Getjar have to 
try harder.

That said, in the case of Apple, the bulk 
of its revenues are generated from hard-
ware sales, while sales from software are 
by comparison small. In the first quarter 
of this year, Apple’s total revenue was over 
$46 billion, of which software sales were 
just $844 million; the rest was hardware.

Given that Apple has topped 15 billion 
downloads since the App Store launched 
in 2008, that figure seems modest. 

However, generating revenues isn’t 
the point of the Apple Store, says Jamie 
Moss of Informa. Consider Apple’s fig-
ures from the first quarter of 2011: Total 
revenues for the first quarter of last year 
were $26.7 billion, which grew to $46.3 

billion in the same quarter this year. How-
ever, software revenues barely grew at 
all, from $786 million last year to $844 
million this year.

 branding 

Amazon’s app store, which opened in 
March 2011, also exists to drive hardware 
sales, as it followed the launch of its  An-
droid tablet, the Kindle Fire.

 Then there is Google’s Android plat-
form. In December, Google said that it 
had hit 10 billion downloads from the 
Android Market, which had also launched 
in 2008. Google claims that its growth rate 
is one billion app downloads a month. It 
doesn’t separate out revenues from soft-
ware sales, but the point of its app store 
is different from Apple’s.

Google currently sells almost no hard-
ware, bar its faltering foray into the laptop 
market with its Chromebook and mobile 
handsets. Google makes its money from 
advertising. Android is Google’s grab for 
consumers’ eyes on their mobile screens, 
and the Android Market exists to extend 
its reach in the mobile space. 

App stores are also an extension of 
branding, particularly in the case of 
stores provided by mobile operators. 
With hundreds of tariffs on hundreds 
of handsets competing for attention, an 
app store can be a differentiator to help 
the carrier stand out to consumers. For 
example, on Valentine’s Day, 3, the UK 
mobile operator, tweeted a link to its 
app store highlighting “great apps for 
Valentine’s Day”. This is part of a wider 
strategy of customer acquisition and 
retention, where the promise of future 
revenues outweighs any immediate in-
come from app sales.

 
by kate bevan

But are app stores the future?  There’s 
a bit of a backlash against the fragmenta-
tion of platforms and the increasing per-
ception that curated app stores such as 
Apple’s are walled gardens. 

Developers have begun to experi-
ment with HTML5 apps to free them-

selves from app store restrictions. 
The Financial Times was one of the first 
to take its app out of the Apple App Store 
in order to bypass Apple’s landgrab on 
revenues and metrics. The FT removed 
its native iOS app from the App Store 
and instead created a web app which, 

according to FT.com managing director 
Rob Grimshaw, has been successful in 
generating traffic for the FT.

HTML5 could be the way forward. It’s 
a return to the more generic, less device-
focused paradigm of the open web, which 
many would see as a good thing.  It might 

also be a blessing for Android developers, 
who have to work across a huge range 
of handsets and versions of the operat-
ing system. 

 open Web 

For the user, the open web remains 
free. But the user experience often de-
clines, as a generic web app doesn’t lev-
erage the specific benefits of a device: 
sensors, screen resolutions, haptics, etc. 
At the moment, it seems that users are 
prepared to pay for that richer, device-
specific experience through apps.

If the app market grows as forecast, 
all sorts of wider questions about walled 
gardens, restricted experiences and who 
owns the metrics and revenues come 
into play. This next decade is likely to 
see an interesting tussle between open 
and ownership. 

 

pot of gold: getjar is hoping to increase 
revenues by giving  digital money away with 
its virtual rewards program

Source: informa
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mobile + Social + games = viral growth?the operator Start-up connection
Way back in 2003 Nokia held an outdoor 
party in a trendy Milan neighborhood 
to show off its new N-Gage handsets. It 
was part of a European tour to fete the 
launch of a phone that was supposed to 
open up the untapped mobile gaming 
market for the Finnish behemoth.

At the time many in the mobile phone 
industry thought a dedicated handset was 
the best way to access the mobile gaming 
market, a flawed assumption borne out 
by N-Gage’s flop. Other attempts proved 
only marginally successful until the 2007 
arrival of the iPhone and its App Store. 
While the former showed there was a 
market for an engaging touch cellphone, 
the latter democratized mobile games 
because now the proverbial kid working 
out of his parent’s garage could develop a 
game that in a few clicks could be down-
loaded by the world.

 croSShead 

Such was the change facilitated by 
the Apple App Store that for a period in 
early 2011 Bubble Ball, a game created by 
a 14-year-old American, outgunned all the 
games created by professional developers 
to be the most downloaded free app. Now 
with mobile phone manufacturers, service 
providers and games giants still digesting 
the new democratic reality, the ground is 
again shifting as mobile gaming becomes 
more social.

 Given the sheer size of the mobile 
games market – technology consultancy 
Gartner forecasts it will be worth $16.8 
billion in 2015, almost double last year’s 
figure — it is little wonder that mobile 
gaming is now an important part of the 
annual Mobile World Congress in Bar-
celona, which this year takes place be-
tween February 27 and March 1. Some 

$11.9 billion in mobile gaming revenue is 
expected to come from consumer spend-
ing and $4.9 billion from advertising, with 
casual and social gaming making a large 
contribution to the growth, according 
to Gartner.

“In the past, I might play a game for a 
few weeks or months until I lose inter-
est. That changes with the social aspect 
that adds stickiness to the game,” says 
Tuong Huy Nguyen, a principal analyst 

at Gartner. “I realize you play a game I 
play and that you have this high score ... 
so I decide to join a friendly competition. 
On top of that there is word-of-mouth 
advertising because maybe I tell you about 
a game so we can try it together.”

Almost one-third of U.S. mobile phone 
users aged 13 years old and up played 
games on their handsets on average 
over the three months to December, an 
increase of eight percentage points from 
a year earlier, according to comScore. 
In Europe’s biggest markets – Britain, 
France, Germany, Italy and Spain – it was 
27.5% in December compared with 25.3% 
the year before. Gaming in the U.S. in 
December came in well ahead of listening 
to music (23.8 %), but behind accessing 
social networks (35.3 %) and browsing 
the Internet (47.5 %) in terms of popular 
uses of mobile phones.

 croSShead 

One social networking company mak-
ing the transition to mobile is Germany’s 
Wooga, which in December introduced 
the Apple iOS version of its Diamond 
Dash game, which already has more than 
15 million monthly users on Facebook. 
After playing a few rounds of the mo-
bile version you must get your friends 
involved with invites made through the 
Facebook mobile app, a move that Wooga, 
the third-largest Facebook game maker 
after Zynga and Electronic Arts, expects 
to lead to viral uptake.

“Our mission is to combine social and 
mobile,” said Sina Kamala Kaufmann, the 
head of communications and partner-
ships at Berlin-based Wooga. “To play, 
you don’t have to use the social features, 
but we see that those who do use them 
are more active. We thought social would 
lead to retention and increased activity, 

but weren’t sure; now after a bit more 
than two months we know for sure that’s 
how it works.”

 While Wooga seeks to combine its 
success in social gaming with the mobile 
world, there are those going the other 
way as they try to add a social element to 
their popular mobile games. For example, 
in February Rovio, the Finnish company 
behind Angry Birds, one of the most 
downloaded iPhone games of all time, 
made the game available to Facebook’s 
almost 900 million users. 

Companies that have already success-
fully combined both mobile and social 
appear to be doing well: Japanese mobile 
social gaming company DeNA reported 
that sales in its fiscal third quarter ended 
December 31st were $445 million, up 16% 
from a year ago. Gumi, another Japanese 
mobile social gaming company, raised $26 
million in venture funding in November. 
And in the U.S., Facebook revealed its 
roadmap for social games and mobile apps 
for the rest of the year at its February 
Inside Social Apps 2012 conference. 

The mobile space presents a huge op-
portunity to create cross-platform social 
games, Carl Sjogreen, director of product 
management at Facebook, said in remarks 
reported widely on the Internet. Ironi-
cally, Facebook recently cited its own 
lack of revenue from mobile services as 
a risk factor in its plans to go public. But 
for social gaming companies that can now 
reach Facebook’s 425 million mobile us-
ers, and mobile gaming companies that 
can serve the full Facebook community, 
the combination of mobile and social 
will surely mean another year of record 
growth in revenue.  

 

“in the past, i might play a 
game for a few weeks or 
months until i lose interest. 
That changes with the social 
aspect that adds stickiness 
to the game,” says Tuong 
huy nguyen, a principal 
analyst at gartner
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Mobile operators have 
started to look beyond 
traditional venture investing 
to find new ways to get closer 
to innovative start-ups

It’s no secret that Europe’s largest mo-
bile operators — Vodafone, Telefónica, 
Orange, and T-Mobile — have long been 
keen investors in some of the telecom 
sector’s hottest start-ups. 

Deutsche Telekom’s venture capital 
subsidiary T-Venture, for example, has 
been active since 1997, and is one of the 
most significant corporate venture capi-
tal companies in the world. Innovacom, 
France Telecom-Orange’s venture arm, 
started investing in early-stage start-
ups in 1994. It currently manages a fund 
worth 400 million euros, and has sup-
ported innovative telecom and informa-
tion technology start-ups such as Business 
Objects, Gemplus, Infovista, Intershop, 
Kelkoo, and LastMinute.com. Vodafone 
Ventures has been on the scene since 
2000, specializing in investments in seed/
start-up, early-stage, and mid-stage in 
wireless and Internet sectors. (See table.)

But recently these mobile operators 
have started to look beyond traditional 
venture investing to find new ways to get 
closer to the innovators that are creat-
ing new services and new markets, and 
in some cases disrupting the operators’ 
core businesses. 

Take Telefónica Digital, a relative new-
comer in this space. The Digital business 
unit was set up in September 2011; its 
mission is “to seize the opportunities 
within the digital world and deliver new 
growth for Telefónica through R & D, 
venture capital, global partnerships and 
digital services.” In November 2011, Mat-
thew Key, Chairman & CEO of Telefónica 
Digital, told a London conference crowd: 
“...we’re not going to be able to keep, own 
and build all of that capability internally, 
so we have to partner with people to do 
joint ventures and equity investments 
with different companies that have dif-
ferent capabilities....We have to move into 
the future rather than protect the past.”

Over the holidays, Telefonica Digital 
agreed to take a stake in U.S.-based cloud 
computer experts Joyent, which counts 
LinkedIn, THQ, Gilt Groupe and Kabam 
among its customers.  “We all felt pumped 
at the prospect of moving forward with 
our global domination strategy,” says Da-
vid Young, the company’s CEO.

Telefónica was not the lead investor in 
the round, though; it terms its investment 
in Joyent as “strategic: the operator will 

use Joyent’s technology expertise in cloud 
computing to help Telefónica enhance 
its own product offering. The relation-
ship will also help Joyent with its “global 
domination” plans, given Telefónica’s 
multinational reach. 

Telefónica also recently launched a 
seed capital fund for Latin America with 
co-investors, called Amerigo. The most 
interesting move Telefónica has made in 
the start-up arena, however, was the crea-
tion of the Wayra incubator/accelerator.

Wayra, which means “wind” in Que-
chua, started in Latin America, as a way 
to help local start-ups establish and grow 
their businesses in their home markets. 
Wayra provides financing of between 
$30,000 and $70,000 in exchange for a 
small stake, depending on a start-up’s 
level of maturity and need. Wayra then 
works with these small players, mentor-
ing their leaders in business and technical 
skills, providing co-working space, and 
helping them access further financing 
when required. 

Wayra supported more than 6,000 start-
ups in Latin America in 2011.. The initiative 
was considered so successful that hubs will 
be rolled out across Europe in 2012 from 
Spain to the UK and Germany.

The benefits for start-ups in partnering 
with mobile operators are amply demon-
strated by a T-Ventures success story, 
6wunderkinder.  This German-based 
company produces productivity tools that 
reside in the cloud and are accessed from 
smart phones, tablets and computers, al-
lowing distributed teams to stay in sync. 
After the company’s first nine months of 

operation, 6wunderkinder had produced 
a free-to-use task manager and garnered 
nearly one million users.  It then part-
nered with T-Venture and in less than a 
year its app had been downloaded more 
than 5 million times. The T-Venture fund-
ing also helped 6wunderkinder develop 
its second product, a pro version of the 
task manager that incorporates private 
workspaces and social networking tools. 

“We are looking for companies who are 
scaling up and going global, because that’s 
when we can help them the most,” says 
Heikki Makijarvi, Deutsche Telekom’s 
Senior Vice President of Business Devel-
opment.  “[When we find them] we will 
work very closely together with them.”

Vodafone is another mobile opera-
tor that recently took its start-up activi-
ties up a notch. In September 2011, the 
mobile operator created Xone, a Silicon 
Valley-based R&D center that will help to 
identify and assess potential investments 
for the Vodafone Ventures group. Xone 
will also provide incubator services for 
roughly 25 companies at a time. Start-ups 
in the Xone will be able to test their ser-
vices on the Vodafone network, and work 
closely with Vodafone’s own engineers 
and R&D team to roll their solutions out 
to the market more quickly.

Another Vodafone innovation is the 
Vodafone Mobile Clicks contest. One 
of the biggest start-up competitions in 
Europe, the initiative is designed to ac-
celerate innovation in the mobile Internet 
sector across Europe. 

Last year was a very busy investment 
year for all four of the mobile operators, 

and 2012 is starting to look the same. 
Vodafone kicked off the year by partici-
pating in the second phase of the Series 
C private equity fundinground in VOSS 
Solutions, a cloud fulfillment technology 
company.  T-Venture also started 2012 
strongly, with an investment in the online 
video content provider, clipkit. 

Some carriers are even launching 
new funds to give them better access to 
the next big thing. In November 2011, 
for example, France Telecom-Orange 
announced plans to launch a new ven-
ture capital fund focused on the digital 
economy. FT-Orange and Publicis Groupe 
have committed to jointly investing 150 
million euros in the new fund, and have 
invited other investors to join them, to 
reach a target of 300 million euros. This 
activity is in addition to France Telecom’s 
18-year-old Innovacom VC fund, and the 
fairly recent Orange Ventures Invest-
ment Fund, which seeks to invest across 
the wireless value chain, from network 
infrastructure, hardware, and equipment 
through to middleware, devices, software, 
applications, and services.

European mobile operators’ venture 
investments, accelerators, and contests 
will undoubtedly help mobile-focused 
start-ups around the world develop more 
quickly and efficiently. For the operators, 
the start-ups could help them find new 
revenue streams, run their own busi-
nesses more efficiently, and, perhaps, 
avoid being blind-sided by the disrup-
tive innovation generated by start-ups. 

 

company

france 
Telecom-
orange

Deutsche
Telekom

vodafone
 

Telefonica

venture unit

orange ventures investment 
fund / innovacom

T-venture

vodafone ventures

Telefonica Digital

founded

innovacom: 1994
orange ventures: 2000

1997

2000

2011

typical 
investment size 

€2M to €10 M per company 
over several rounds

a minimum of €0.5 million to 
a maximum of €5 million as a 
minority stake.

£2 million ($3.6 million) and 
£10 million ($18.1 million) 

na

key investments in
mobile sector

intersec
Mobile Devices ingénierie
vantrix
c4Mprod
coachclub
insiteo
Maeglin software
phoneandphone

belair networks
blue jeans network
decarta
flash networks
MindMatics
Mobile commerce
nomad Digital
Roamware
Telecom Transport Management
ubiquisys

perfecto Mobile
voss solutions
localResponse
playspan

jajah*
Terra*
Tuenti*
giffgaff*
joyent

exits

Digitick
streamezzo
steek
innovacard
Trusted logic
voxpilot

apertio
arantech
Danger
flarion Technologies
Kineto Wireless
oz
percello
Qpass
starent networks

none so far
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tweeting with friends, De Renzo says. 
The advantage of wireless devices is that 
they allow family members watching the 
same show in the same room to person-
alize the experience without annoying 
anyone else. De Renzo says his wife and 
child don’t want to see his Twitter stream 
while the entire family is watching the big 
screen. Since many children now own 
their own mobile phones it is not unusual, 
say industry observers, for a family to 
have three or more wireless devices in the 
room where they are watching TV. So, if 
someone wants to buy something, tweet 
her thoughts, check what her friends are 
saying on Facebook or look up stats, she 
can do so on her own wireless device, 
rather than on the TV screen.

Other companies targeting this mar-
ket include Zeebox, a British company 
which offers web, iPhone and iPad apps 
to connect users with their TV-watching 
friends, so they can chat, share and tweet 
about whatever’s on. Zeebox also helps 
consumers buy or download things re-
lated to what they are watching, such as 
apps, games, music, books, films or TV 
show. BSkyB liked the idea so much it 
acquired 10% of  the start-up, which was 
founded in 2011 by former BBC technol-
ogy executive Anthony Rose.

 neW playerS 

WiOffer, a New York-based competitor 
to Shazam, also allows consumers to use 
their mobiles to get info about the prod-
ucts and services they see advertised on 
TV. Using a TV clip as a digital identifier, 
the mobile WIO app running on consum-
ers’ phones will be able to hear when a 
commercial plays and pop up a screen on 
a wireless device when a customers wants 
more information. The service is not yet 
fully launched but WiOffer is in discus-
sions with big-name strategic partners, 
say Andrew S. Pakula, WiOffer’s chief 
executive. He and co-founder Matthew 
Greene are applying  knowledge gained 
while working for companies such as Dou-
bleclick, Yahoo! and Ogilvy to figure out 
the best ways to better engage consumers 
with brands. “If you can address a market 
better the response rate will be higher,” he 
says. “We think there is the possibility of 
doubling the response in TV advertising.”

The advantages – and potential reve-
nues – that could be generated from better 
engaging audiences with TV content and 
advertisements have not escaped Google 
and Apple. The two Silicon Valley giants 
are also now targeting the living room, 
with plans to turn the big screen into a 
device that combines TV and the Web, 
with mobile phones and tablets serving 
as remote controls, game controllers and 
who knows what else. There is much 
speculation about what Apple TV will 
look like when it is released later this 
year. Jeffries analyst Peter Misek said, 
in remarks reported on the Internet, that 
an analysis of Apple’s patents suggests its 
iTV product will likely be interoperable 

with mobile devices, while also function-
ing as a gaming platform.

Companies like MobiTv and Shazam 
are working to help the operators ensure 
that consumers who opt to use their  wire-
less device to interact with the TV stay 
within an operator’s portal. This way it 
would be the operator – and not Google 
or Apple – which ends up monetizing the 
audience through e-commerce, advertis-
ing and upselling of premium services.

Shazam already works with 300 car-
riers in 200 countries on its music dis-
covery service. Last June it raised $32 
million in additional venture capital in a 
round led by veteran Silicon Valley firm 
Kleiner Perkins Caufield & Byers, with 
early investor London-based DN Capital 
also participating, in order to reposition 
itself as a “media discovery” service. The 
U.K. company’s pitch to TV advertisers 
is that it already has over 180 million us-
ers around the world as customers of its 
music discovery service and sells some 
400,000 products every day, says Fisher, 
Shazam’s chief executive.

 attracting brandS 

Since launching Shazam for TV with 
a Dockers trousers campaign in 2010, 
Shazam has snagged other big brands 

such as Proctor & Gamble, Unilever, 
Pillsbury, Bud Light and Sony Pictures, 
as advertisers. 

Advertisers need to integrate Shazam 
for TV in order to extend their commer-
cials to the second screen.  When viewers 
see a Shazam logo on their TV screens 
they activate the audio tagging option 
and then shop from their couch or unlock 
additional content, such as coupons, gift 
cards or brochures. The additional con-
tent is saved in a user’s “my tags” list for 
later, making it easy to redeem a digital 
coupon at a retailer at a later date. During 
the Super Bowl, for example, Best Buy 
offered a $50 digital gift card for consum-
ers looking to buy and activate a mobile 
phone in its stores in 2012. 

Another example of how the service 
can be used is to retrieve a downloaded 
informational brochure about a new drug 
advertised on TV so that you can show it 
to your doctor on your cell phone screen 
on your next visit to his office. In the case 
of Pillsbury flour, consumers could ac-
cess a coupon redeemable at the grocery 
store, a recipe and a video tutorial on how 
to make the baked good, and store all of 
that on their phones or tablets. “A whole 
industry is evolving around the conver-
gence of wireless devices and broadcast,” 
says Shazam’s Fisher.

Fresh from its success at the Super 
Bowl, Shazam offered similar services 
for the recent Grammy awards. Tagging 
the show allowed users to access related 
tweets, a live stream of behind-the-scene 
footage, information on who was short-

listed for awards and links to buy the 
music of those being showcased.

 huge opportunity 

Shazam, which is also working with 
handset providers to have its app preload-
ed on devices, is now planning to expand 
its work with TV advertisers to Europe 
and Asia. “We now have examples of TV 
shows where the number of Shazam tags 
have exceeded the number of tweets or 
Facebook likes,” says Fisher. 

Some 180 million customers access 
Shazam’s media discovery services but 
there are expected to be six billion mo-
bile phone users by the end of 2012. “We 
have only tapped into three percent of the 
available audience,” says Fisher. “There 
is a huge market opportunity here; cell 
phones are three times the addressable 
market of online; that is why the industry 
is so exciting,” he says. 

Stay tuned for next year’s Super Bowl 
to find out which of the new crop of en-
trants serving the second screen end up 
on the winning team.
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giant. If it agrees to reduce licensing fees 
for mobiles it could have a domino effect.

Nokia, which entered into a joint ven-
ture with Microsoft last February, is the 
only vendor that has managed to bargain 
down the fees. By cross-licensing some 
patents and using scale as a bargaining 
chip, the Finnish phone maker has report-
edly reduced the fees it must pay Micro-
soft to somewhere between $1 and $5, 
Mawston says.

All the other vendors are looking at 
profit margins and are trying to figure 
out how to squeeze down costs as much 
as possible. Enter Google. “If Microsoft is 
offering you a good operating system for 
$10 to $20 a phone and Android is offering 

you a very good one at zero dollars the 
choice is easy,” says Mawston.

  a Strong ecoSyStem 

 Google is succeeding not just because 
its operating system is free but also be-
cause of good software programming. 
It is the only operating system, outside 
of Apple’s, which offers a great touch 
screen experience, and it has an excel-
lent set of services to go with it, including 
Google maps, Google mail and search, say 
analysts. And then there is the app store. 

Google reported that 10 billion apps had 
been downloaded from its app store by 
December of last year.

“They are building a very strong eco-
system around Android, second only 
to what Apple are doing,” says Roberta 
Cozza, principal research analyst at tech-
nology consultancy Gartner. “We are 
forecasting that Google will be on top of 
the smartphone market for a long time.”

While at first Android was mainly com-
peting with Symbian and Blackberry, in 
the future it will be a growing threat to 
Apple. “It can go head to head with iOS,” 
says Cozza. “2012 will be a battle.”

The purchase of Motorola Mobility, 
which was approved by U.S. and EU regu-
lators in February, will help make it more 
of a fair fight.

Google is acquiring 17,000 patents with 
the purchase of Motorola Mobility, and 
these will be important weapons as the 
battle for dominance in the mobile market 
increasingly involves lawsuits claiming 
infringement of patented technology.

In announcing the Motorola Mobil-
ity acquisition in August, Google chief 
executive Larry Page said it will "enable 
us to better protect Android from anti-
competitive threats from Microsoft, 
Apple and other companies."

It is unclear what other plans Google 
has for Motorola Mobility. Some specu-

late that it might make use of the hard-
ware maker’s connected home technol-
ogy. Others, such as Informa Telecoms 
& Media’s Talmesio, say it would make 
sense for Google to use Motorola to come 
up with its own new handsets.

Google’s role in mobile in the future 
could evolve in different ways, says 

Gartner’s Cozza  “They bought Mo-
torola for the patents, but we still don’t 
know what they’re going to do from a 
hardware perspective,” she says. 

It could be very tempting for Google to 
emulate Apple. “There is no doubt that 
if you own the hardware you can cre-
ate a more consistent experience across 
all your devices and this would be good 
for Google in future,” says Cozza. At the 
lower end of the Android devices there is 
a lot of confusion because there are very 
good and very bad devices, she says.  “I 
could see a scenario where Google could 

use Motorola to make a benchmark device 
like they have tried to do with Nexus.”

 Google might also try to release 
some devices aimed at the middle or 
low end of the market just to show what 
the Android experience should be for 
non-high-end users. And please change 
"doing" a tablet to "creating" a tablet. 

“The problem with this is that already 
some of the vendors were not happy 
about the Motorola acquisition and this 
would just anger them more,” says Cozza. 
“Google will have to be very careful not 
to alienate the vendors.” 

On the other hand, the Windows 
Phone ecosystem has not proven itself 
to be successful with consumers yet, so  
there are not that many alternatives for 
the vendors besides working with Google. 

“Vendors understand that consumers 
are happy with the Google ecosystem, 
and developers are attracted to it,” says 
Cozza. “Google could find a way to have 
more control of Android while still allow-
ing vendors to have some differentiation. 
We’ll see how they do it.” 

If history is any guide, Google’s choices 
are likely to have repercussions across 
the industry.

 

Eric Sylvers contributed reporting to this story
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While at first android was 
mainly competing with 
symbian and blackberry, in 
the future it will be a growing 
threat to apple.

Q What have you found the most 
surprising?

A When we got into cellular, we 
knew there would be growth and 

that devices would be pervasive but the 
reality has far exceeded our expecta-
tions. The number of subscribers 
worldwide has expanded far more 
rapidly than anyone imagined. And the 
fact that data use – things like video on 
demand – would become a major driver 
of mobile usage was expected, but again 
not at the current rate and size of 
demand. The Apple iPhone and its user 
interface have helped increase this 
phenomenon.
 The industry will have to keep running 
hard to stay ahead because there will 
continue to be things that surprise us. 

Q What do you see as the next 
 big thing?

A The Internet of Things. Having 
billions of devices out there to 

which you can attach a sensor – that is 
going to have a major impact – and part 
of it will be the huge amount of informa-
tion  that will be generated and the need 
for that information to be extracted. 
Examples of uses for M2M include mon-
itoring wind generation or solar power 
on a smart grid, or remote monitoring of 
energy usage in homes. Wireless com-
munications between autos to smooth 
out traffic flows on highways is another 
example. There is a whole range of 
possibilities with machine-to-machine 
communications. 

Q  What do you regard as your 
greatest accomplishment?

A The most exciting aspect of being 
an engineer is to have a concept 

and ultimately to see it become useful to 
so many people around the world. The 
fact that we are moving toward six 
billion wireless connections means that 
we really can change so many aspects of 
so many people’s lives. 

Q Can you give some examples?

A A number of years ago Qualcomm 
launched a program to support 

various social projects in over 40 
countries. Mobile health is one critical 
area where we are playing a role. There 
can be a tremendous reduction of costs 
if we can monitor patients on a full-time 
basis efficiently, and I see this as a 
major growth area for the industry. 
Mobile technology is also helping 
fishermen or farmers in emerging 
markets, alerting them to weather 
conditions, problems arising, and how 
much they can expect to be paid for 
their products at different ports or 
markets. Mobile education is another 
important area, and there will be major 
results this decade. Smartphones and 
tablets will help drive more personal-
ized instruction.

 

Q What advice do you have for 
entrepreneurs entering the 

wireless industry today?

A If you have an idea you want to 
pursue, be prepared for it to take 

two or three times the amount of time 
you originally thought it would. Be 
persistent as long as you believe in the 
idea. And remember that every aspect of 
a company can benefit from innovation 
– not just engineering but finance, 
project management and marketing. 
The people working with you will come 
up with new and better ways of doing 
things, so be very open to that. And you 
never know when customers will come 
up with new requests. Be prepared for a 
new opportunity and move quickly 
when one comes along. 

Q What will you do after March?

A I still plan to give a lot of talks and 
stay involved in the industry; it is a 

fascinating time. But I won’t be starting 
another company.
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Internet veteran who now runs a Lon-
don-based start-up called Buzzumi. “The 
Internet companies base their business 
on it. Banks ignore the slipstream and 
focus only on the final piece — the one 
that enables the purchase —  but there is 
a huge amount of value in all the behavior 
that precedes the purchase.” 

 Seizing the opportunity 

 He urges banks and telcos to follow the 
example of Silicon Valley companies like 
Google. The search engine giant, which 
launched its NFC-based mobile wallet 
service last Fall, has already received 
backing from a number of retail and fi-
nancial service companies.

Respondents to StrategyFacts' survey, 
which was released for the first time at 
the DLD conference in Munich January 
22-24, say Google is in a very strong posi-
tion to become as powerful a facilitator of 
physical world transactions as it is online.

Ditto for Apple. More than 200 mil-
lion people already have Apple iTunes 
accounts tied to credit cards with one-
click purchase capability and the com-
pany has reportedly filed patents for a 
mobile wallet.

When asked by StrategyFacts, “How 
do you rate the likelihood that Apple, 
Facebook and Amazon will enter the 
NFC market?” 75.6%  of the NFC ex-
perts thought it was very likely that Ap-
ple would enter, while 41.6% considered 
it very likely that Amazon would do so; 
only 26.7% believe it’s very likely that 
Facebook will.

 bankS fight back 

Banks and telcos are not ceding the 
market. For example, banks are partici-
pating in a large-scale trial of NFC-based 
payment systems in France, paying four 
French mobile operators to host the pay-
ment application on their SIM cards. 
And in the U.S., banks have fought to be-
come part of ISIS, a mobile wallet initia-

tive led by AT&T, T-Mobile and Verizon. 
Initially, ISIS hoped to capture the entire 
customer transaction without including 
banks in the program, but met stiff re-

sistance. ISIS has agreed to be paid a fee 
for hosting payment cards in its wallet, 
currently including Visa, Mastercard, 
American Express and Discover.

A Bank of America or a Deutsche Bank 
is big enough in its home market to launch 
its own consumer-facing mobile app ser-
vices and reap bigger rewards from min-
ing the data, argues Marovitz. Banks and 
telcos have to decide whether to leverage 
the digital slipstream to do more, he says, 
or watch potential profits slip away.

“NFC-based payments will disrupt 
the existing digital payment ecosystem,” 
predicts Veit Siegenheim, a consultant 
at StrategyFacts. “Winning companies 
will combine strong relationships with 
merchants, customers and advertisers 
with the capability to subsidize market 
development and necessary investments. 
Existing players who miss any of these 
capabilities, like most telcos and banks, 
will be on the losing end.”

 
 

continued FRoM page 8

“clients live in the digital 
slipstream — they live in a 
world of implicit and explicit 
choice — and they vote with 
their wallets,” says Daniel 
Marovitz, a former Deutsche 
bank managing director and 
internet veteran who now 
runs a london- based start-up 
called buzzumi.

 a november survey of some 
221 nfc experts from the 
internet, telecom and banking 
industries asked whether 
it was likely that silicon 
valley giants amazon, apple 
and facebook will follow in 
google’s footsteps and offer 
nfc mobile wallet services.

The november survey asked 
industry experts if they believe 
that there will be mass market 
uptake of nfc mobile phone 
payments within three years.

    The independent survey asked participants to rank the  
ways nfc mobile payments services could benefit merchants, 
consumers and new players.
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Easypaisa, a joint venture between mo-
bile operator Telenor and Tameer Micro 
Finance Bank, was launched in Pakistan 
in 2009. For the first year and a half it 
was not even necessary to have a mobile 
account to use the service. People could 
just go into any small shop that topped up 
mobile phones, present a national ID and 
then ask the agent to either pay a bill on 
their behalf or wire money to someone. 
This is because in Pakistan the volume 
of money transfer was so low, even com-
pared with markets like Bangladesh and 
India, that it was necessary to kick start 
the market, says Roare Bjaerum, chief of 
Easypaisa and vice-president of financial 
services at Telenor Pakistan.

 the neXt generation of groWth 

Gradually more sophisticated services 
are being introduced. In 2011 30 million 
transactions with a throughput of 50 bil-
lion rupees, or $700 million, were handled 
by some 16,000 agents across Pakistan. 
“Like all mobile operators in developing 
countries we have a distribution network 
that is second to none,” says Bjaerum. 
Leveraging that network is paying off. 
“I think in three years' time it should be 
possible to have around 10% of our rev-
enues in the company come from financial 
services,” he says.

Telenor is rolling out different flavors 
of mobile money services to adapt to 
the different markets it serves, which 
include Malaysia, Bangladesh, Thailand 
and India. 

Growth of mobile money services in 
Asia is relatively new. The market was 
pioneered in Africa by Safaricom, the 
leading mobile operator in Kenya, and 
has since spread to the rest of Africa and 
other emerging markets.

“The next generation of growth will 
come from emerging markets and that is 
why Visa acquired Fundamo,” says Aletha 
Ling, Fundamo’s chief operating officer.

Visa also intends to play an important 
role in linking closed-loop mobile money 
services offered by mobile phone opera-
tors. Often it is impossible to forward 
money to someone who is not using the 
same operator. There are an estimated 
100 closed loop systems scattered around 

the globe. “There is a huge technical com-
plexity involved in making the platforms 
talk to each other but our global network 
connects millions of merchants and bil-
lions of consumers so we can use our net-
work as opposed to having each operator 
link systems with another operator,” says 
Bill Gajda, a former GSMA executive who 
now holds the job of global head of mobile 
products at Visa.

 building global mobile   
 money ServiceS 

Visa mobile prepaid, which allows 
existing systems to transact with other 
banking systems, “is a big leap forward 
in terms of interoperability,” says Fun-
damo’s Ling. Once national systems are 
connected the next level of innovation 
will center on international remittances, 
she says.

Consumer trust, a regulated banking 
environment, scalable technology plat-
forms and fail-safe interoperability, which 
requires partnerships between principal 
players, are all necessary elements for 
building global mobile money services.

Visa, which will be present at the Mo-
bile World Congress in Barcelona Febru-
ary 27-March 1, is doing its part to help 
put the necessary pieces of the puzzle in 
place. It is playing a pivotal role in creat-
ing new types of mobile money services in 
the developed world as well as in emerg-

ing markets. It has, for example, licensed 
its technology as broadly as possible, to 
Google Wallet as well as to ISIS, a mobile 
wallet initiative led by AT&T, T-Mobile 
and Verizon.

“We have a key facilitation role to play 
to work with all of the handset vendors 
and as many mobile operators as we can 
to ensure there is an open, standardized 
approach to NFC,” says Visa’s Gajda.

NFC, or Near Field Communication,is 
a technology that promises to transform 
phones into mobile wallets. Most consum-
ers still don’t have NFC phones and mer-
chants are struggling with the necessary 
investments and interoperability issues. 
But a new global survey of NFC experts 
from the banking, telecom and Internet 
sectors predicts that NFC technology will 
be a standard component on smartphones 
of all categories as a mainstream payment 
method within three years. (See the NFC 
story on page 8.)

In the run-up to NFC services Visa Eu-
rope is saturating Europe with contactless 
cards and is planning to launch two new 
mobile services, a person-to-person pay-
ments service that can be integrated into 
banks’ own apps and a system that alerts 
consumers when their card is used on 
Visa’s payment network.

Visa Mobile Person-to-Person pay-
ments, developed in partnership with 
Monitise, allows a bank customer to use 
an app from their bank to send money to 

an address book contact, a mobile num-
ber, or a Visa account. Visa card holders 
might use such a service to repay loans 
from friends, split a restaurant bill or 
transfer money to relatives.

The person sending the money must 
have a compatible bank account and 
register with the service. The recipient 
does not need to register, but must have 
a Visa card. 

It is part of a whole new way of think-
ing about the future of payments. “Visa 
and member banks have concentrated 
on security and consistency of experience 
at the point of sale but now we are saying 
that we can see ourselves expanding from 
the moment of transaction into pre- and 
post-purchase territory,” says Caroline 
Hawkett, vice-president of new product 
development at Visa Europe.

To compete not just with the likes of 
Square but with Google, Apple, Amazon 
and other interlopers, telecom operators 
and bankers will have to do the same, 
leveraging rich information about the cus-
tomer to develop value-added mobile ser-
vices linked to presence and preference. 
And Visa – which has a rich database of 
customer information — can help them do 
it, says Gadja. “We are having those dis-
cussions with mobile operators,” he says. 
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erators have created pricing models that 
are limiting LTE subscriber adoption. 

Availability of spectrum is another im-
portant barrier for LTE uptake. In the 
UK, for example, LTE deployments must 
first wait for spectrum auctions to occur 
before deployments can begin.  And, spec-
trum is holding back the LTE industry in 
other ways. For starters, availability varies 
by country. “In Europe the spectrum is so 
fragmented, it is unbelievable,” says Malik 
Saadi, an analyst at consultancy Informa 
Telecoms & Media.

The value of the spectrum also varies. 
LTE at 700MHz requires fewer base sta-
tions for a given area than at 2.6GHz. An 
LTE roll-out at 700MHz is thus much 
cheaper than at 2.6GHz due to the laws 
of radio propagation.

 tdd vS. fdd 

There is also a split in how spectrum is 
parceled for sending and receiving data. 
It can be a single band (time division du-
plex - TDD, dubbed TD-LTE) or split 
(frequency division duplex - FDD, as in 
FD-LTE). “We have two variants of LTE 
and they are not going away,” says Wim 
Sweldens, president of Alcatel-Lucent’s 
wireless division. “Does it add an extra 
layer of complexity? Absolutely. It is 

two different types of radio interface.”  
China is adopting TDD whereas Western 
Europe and the US are primarily using 
FDD. China Mobile has conducted a 
wide-scale pilot of its TD-LTE technology 
involving more than 850 base stations in 
six major cities, says Ying Weimin, presi-
dent of GSM, UMTS and LTE networks 
at Huawei.  The pilot's second phase, to 
be completed in July, will demonstrate 
TD-LTE's capabilities to China Mo-
bile's customers and partners, he says. 
Meanwhile, South Korean mobile opera-

tor SK Telecom will complete its nation-
wide LTE rollout to 95% of the population 
by April. The operator is also upgrading 
one million signal repeaters to provide 
LTE coverage in places such as the un-
derground and within buildings, says Kim 
Seung-Hoon of the network division at 
SK Telecom. One million subscribers 
have signed up for LTE since the service 
launched in July 2011.

 Winning StrategieS 

In the US, Verizon Wireless's LTE 
network is available in 195 major mar-
kets, covering 200 million people. Veri-
zon's nationwide rollout is scheduled for 
completion by year-end 2013. AT&T will 
complete its deployment at the same time. 
At present AT&T has deployed LTE in 26 
cities, covering 74 million people. Both US 
operators are using Ericsson and Alcatel-
Lucent as their LTE vendors.

Already 21 smartphones are targeted 
at the US market, says Informa, whereas 
only a handful of handsets are available 
for the South Korean and Japanese mar-
kets. Moreover, Verizon does not dis-
criminate on pricing between 3G and 
LTE. “They are pushing LTE adoption 
aggressively,” says Dimitris Mavrakis, 
an analyst at Informa Telecoms & Media. 

In Europe, Vodafone Germany has 
chosen LTE to deliver the Digital Divi-

dend 800MHz (DD800) mobile broad-
band services in rural areas still not cov-
ered by fixed broadband. Subscribers can 
download up to 30 Gigabytes of data a 
month at up to 50 Megabits-per-second 
for €59.99. “This LTE DD800 project 
shows that mobile broadband is becom-
ing a real alternative to fixed line,” says 
Ying of Huawei, which is working with 
Vodafone Germany.

The equipment makers stress their lat-
est optimized platforms that support LTE 
and existing wireless standards will reduce 

operational costs. The vendors believe 
they can also aid the operators's business 
case for LTE by moving away from un-
limited data plans to chargeable services.

In one Asia Pacific market 3G competi-
tion has driven operators to offer a huge 
12 gigabytes of download a month. Un-
like 3G where operators have already 
got a return on their investment, LTE's 
rollout will require new and significant 
expenditure. “While LTE is much faster 
and more efficient, I expect these Far 
Eastern operators will only allow two or 
three, or at most five gigabytes, or they 
will offer LTE as a premium service,” 
says Informa’s Mavrakis.

However, “if LTE is just going to 
be a bigger, dumber pipe then there is 
not going to be a lot of appetite for the 
operators to embrace it,” says Alcatel-
Lucent’s Sweldens.

Tiered pricing is one obvious step for 
LTE, says Sweldens, but it does not stop 
there. “What we can do with LTE and 
application enablement is differentiate 
traffic,” he says. “All the bits going over 
the network are not the same; certain 
bits are more important than others.” For 
example, if a customer downloads a video 
over LTE, operators could charge a de-
livery fee, much in the way Amazon adds 
a mailing charge to items bought online. 

“The premium bandwidth of LTE will 
open a wide variety of revenue opportu-

nities,” says Informa’s Saadi. “Then you 
will see operators create new business 
models.” Informa argues that the best 
strategy for operators is to partner with 
third-party communication application 
providers such as Viber and WhatsApp or 
even buy those  developers that directly 
benefit their business.

But Unwired Insight’s Heath argues 
that operators should stick to what they 
do best – providing connectivity. The 
only viable strategy is for operators to 
become as big as they can to gain econo-

mies of scale. “The operators that cre-
ate this very big network, that get costs 
down to a tenth of the level they are 

now, will be the winners,” says Heath. 
Market consolidation is thus inevitable. 
Over-to-top service providers such as 
Google, Facebook and application de-

velopers will continue to be nimbler 
in service creation than the operators.  
Let the operators make money from the 
connectivity and encourage others to 
create the services, says Heath. “LTE 
is just one piece of the jigsaw,” he says. 
“Mobile is far too important to be left 
to the mobile operators.”
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Benefiting from a Wi-Fi hot-spot when 
on the go could become easier, thanks to a 
move announced in February by telecom 
equipment maker Alcatel-Lucent to inte-
grate its cellular networking technology 
with Wi-Fi within operators’ networks. 

“Wi-Fi and cellular are mostly 
separate networks,” Wim Sweldens, 

president of Alcatel-Lucent’s wireless 
division told Informilo. The challenge 
is to ensure that wherever a user is 
and whatever access technology they 
are using, they are authenticated and 
get the same IP address, security and 
data encryption scheme. In effect this 
is extending existing cellular roam-

ing to now also include Wi-Fi, he says. 
Alcatel-Lucent has developed a way to 
use its existing Internet-Protocol service 
router to authenticate and secure a user 
on the Wi-Fi network. It has also teamed 
up with several Wi-Fi vendors to enable 
such authentication. So, going forward, 
“the network will choose the best air-
interface for you depending on where 
you are,” meaning it will no longer be 
necessary to sign up and log in to a Wi-
Fi service in a hotel or airport or worry 
about the security of a Wi-Fi connection, 
he says.

Alcatel-Lucent  will also integrate Wi-
Fi capability into its existing lightRadio 
cellular equipment. “Operators will only 
have to deploy one type of device in dense 

urban areas and it will do cellular and 
Wi-Fi,” says Sweldens. 

In January South Korean operator SK 
Telecom announced it had combined Wi-
Fi and cellular such that both technologies 
can be used simultaneously, to achieve 
data rates of up to 100 Megabits-per-
second. However, the scheme requires 
specialized handsets and is a proprietary 
implementation. 

The benefit of Alcatel-Lucent’s ap-
proach is that operators will be able to bet-
ter control and optimize the traffic on their 
networks, as well as offer new services. 
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an easier way to connect to 
wi-fi on your mobile device

 
by roy rubenStein

countries are re-nationalizing, like 
Australia. Some other countries have a 
kind of national plan. I think we in 
Europe should get our act together and 
say ‘we’re going to dictate layers one 
and two.’  Our issue is that we have 
verticalized the market, with 27 
regulators in 27 markets. They all do 
something different, and then we call it 
Europe, and on top of that we have a 
European policy. Fine if you want to do 
that, be my guest: 2020 (the year Europe 
expects to meet its goal of providing all 
households with broadband connec-
tions of 30 megabits a second) won’t 
happen. That’s a bad thing. Economies 
are going digital, that’s where Europe 
should be focusing. If you look at it with 
that perspective, why wouldn’t you 
build the infrastructure that’s needed 
for it? Why wouldn’t you give the people 
the capability to have the tools?

Q But who’s going to pay 
for that?

A The present players will pay for 
it, if you give them enough of a 

return.  Digging up the street is digging 
up the street, you can calculate what it 
costs: you simply put it in the wholesale 
price. That’s it. And because everybody 
pays, the whole market pays, and at the 
end of the day the consumer pays. But 
everybody pays. 

Q Right now it is not obvious how 
operators will be competitive 

in areas beyond connectivity.

A If you want a golden bullet, it isn’t 
there. But I tell you there are very 

entrepreneurial companies. Give them 
some space. 

 

Q Let’s turn to Alcatel-Lucent. 
You had a good fourth quarter, 

and no one else did. How did you 
manage to do that?

A  I think if you step back and look 
at 2011 for Alcatel-Lucent, it 

wasn’t a dramatically different story 
than what we said 2011 would be. 
What was different was that Q3 
wasn’t as good as we’d hoped, and Q4 
was not as bad as people feared. If you 
then level it out, 2011 was a doubling 
of profit from 2010. This is a company 
that’s restructuring. We still made 
only 4% return and that is simply not 
good enough to make all the 
necessary investments. So, it’s an 
ongoing story. What I’d like to do is 
put it in perspective a bit. The 
financial markets reacted very 
violently after Q3. And they rallied at 
the first news of Q4. I would have 
hoped the markets would take a 
somewhat longer view.

Q On the mobile side, not 
surprisingly, Alcatel-Lucent 

has done well in the US where 
Lucent has traditionally been strong 
but analysts predict it will be much 
tougher to do well in other regions.

A We’re doing extraordinarily well 
in Latin America. Quarter after 

quarter we’re growing 20-30%; we’re 
doing very well there in full competi-
tion with everybody. Everywhere the 
footprint changes, there is something 
going on. Because if nothing changes, 
why change the supplier? So something 
needs to change: change in technology, 
change in business environment, 
change in management focus.  If you 
look around the world at where things 
are changing — in China, in the US, in 
Latin America — we’re doing very well. 
If things don’t change that much, we 
don’t do very well.

Q People in the market question 
whether companies like 

Alcatel-Lucent and Nokia-Siemens 
have the scale to compete globally 
with the Chinese. This has led to 
rumors in the market that the two 
companies could merge.

A That’s the beauty of the market. 
There are always rumors. So 

what does scale mean? If I look at 
where we are: on IP, we are number 
two in the market and growing and 
taking market share. If I look at 
optical, we are number one or two. 
Then there is 4G. Everybody has to go 
through the painful change from 
where we were. The industry will 
take another 12 months to get through 
that transition. If I look at wireline, 
we are clearly the number one in the 
market, but you know what? Who 
cares? Is this a market where you can 
make money? Well, you have to look 
to the next generation of technology, 
because the previous one, the DSL 
business, is not a great one to be in. If 
I look at wireless, I would say in LTE 
we are clearly among the top two; we 
have technology that was seriously 
tested and came through with flying 
colors, so it’s a great base. Our 
pipeline with lightRadio is the best 
pipeline in the industry. So we’ll see. 
Where are we today? Probably 
number four. Is that a good position 
to be in? No.  

Q And the road ahead?

A I would say we didn’t fully 
accomplish what we said we 

would do in three years. But we’re 
almost there. And the good news is 
that there’s a pipeline of innovation 
now in the company that gives me 
great hope. That said, we have many 
very unhappy employees...very happy 

people of course, but also people 
unhappy because we take action. We 
change locations, we change 
technologies, we change the way that 
we operate, so it is for lots of people a 
continuous story of adaptation. And 
that’s not easy. And the message I have 
for people is there is more adaptation 
to come. Because the essence of this 
industry is going to change. The last 
three years in the company was all 
about building what we call high 
capacity networks to deal with the 
explosion that you have today of data 
and video traffic. That was the 
market’s task between 2009 and 2012. 
Now the task revolves around 
personalization: how to get the mass of 
people individually served in a digital 
environment. It’s not enough to build 
capacity and access, now you need to 
build the ecosystem around them. So 
it’s a platform business now, the idea 
being that you have software and 
services that allow me as an individual 
to decide what I want and not have the 
service provider decide for me. This 
transformation will take place in the 
coming two to three years and we plan 
to be at the heart of it.
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