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Ithough consumers in developed markets are slowly increasing their pur-
chases of sophisticated handsets such as smartphones, there has been no simi-
lar increase in the usage of advanced services, those going beyond voice or SMS
services. The gradual decline in profits obtained from voice services in these
countries is making operators focus on increasing data services as a means to
generate more revenues and increase their market share.

Despite the significant increase in data services in recent years, of between 10%
and 20% annually97, the level of usage is still low and is mostly limited to send-
ing SMS, which in many cases replace other, the more expensive voice services.
Using mobile phones to access the Internet, watch TV or connect to social net-
works is done by very few consumers, and the can be considered niche servi-
ces. The companies are working on finding a new killer application that increas-
es usage exponentially in the way that SMS or ringtones did, with little success so
far, despite significant improvements in downloading speeds.

The opening of the mobile market will not be sufficient to boost the demand for
data services. New models of cooperation that add value for the customer and
reduce the costs of services will be necessary.

The situation in Spain is no different from that in the rest of the world, as seen
in Figure 25.

For the FTF experts, the main factor hindering the use of data services, from the
consumer’s point of view, is the price, followed by technical problems with the
device, and the lack of knowledge on rates, as shown in Figure 26.

However, not all the barriers derive from consumers. The consulting firm
CSMG108 jdentifies other important barriers, such as:

- The variety of standards in the industry, which affects interfaces, invoicing
platforms, etc., and makes interoperability between mobile operators and
devices difficult.

- Strong control by mobile operators, which has limited involvement and in-
vestment by new participants.

- Fragmentation of mobile devices, which complicates and delays the devel-
opment of applications.

- Limited development of specific content specifically for mobile handsets.

- Lack of Internet applications optimized for mobile use.

- Lower profit levels generated by the mobile operators with data services com-
pared to voice services, due to the cooperation necessary with third parties.
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Features used most in Spain: SMS, camera, MMS and Bluetooth
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Figure 25. Most commonly used features on mobile phones.
Source: TNS Global Technology Insight 2008.

- High cost and complexity in the development of advanced data services.
- Small target market for data services in comparison with voice and SMS
services.

B Networks:
- Limited spectrum, especially for applications intensive in broadband use
and especially for video or games on mobile handsets.
- Limited coverage of broadband networks (3G and 4G).
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Figure 26. Barriers to data use.
Source: drawn from the conclusions within the Future Trends Forum.

- Devices optimized for voice rather than data services.

- Technical limitations such as size, battery duration, storage and process-
ing capacity, screen, camera and others.

- Capacities yet to be developed: touchscreens, voice recognition, etc.

According to the CSMG study!%?, some of these barriers are anticipated to fall
gradually over the next five years, although not to the point where they have
been completely removed. Despite the technical breakthroughs in handsets and
networks, increasing the use of data services will be a challenge for operators
and manufacturers.

Once these barriers have been overcome, or at least reduced, the FTF experts
expect the services providing the best business opportunities to be mobile loca-
tion-based services and mobile social networks. In their opinion, films will be the
services experiencing the least growth (see Figure 27).
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A lot has happened in the last 16 years, since December 3, 1992, when Neil Pap-
worth, a young engineer at Airwide Solutions!10, sent the first text message in
history to the director of Vodafone!l!, Richard Jarvis. The message was sent
from a computer to a bulky mobile handset and said “Merry Xmas.” Nobody would
have suggested then that it was going to become a cultural phenomenonii2,

The level of SMS consumption has not been the same in all geographical areas.
SMS use in the United States is much lower than in Europe, where 71% of mo-
bile users send them. 55% send an SMS at least once a week and over half of
young people aged 12 to 24 years old send at least one a day. In Spain, an aver-
age of 50 text messages per person are sent each month13,

The SMS has been the clear winner in data services that can be accessed from
the mobile handset, a surprise to those in the sector and outside it. Furthermore,
it does not appear to be a passing fad, as usage is increasing. The most impor-
tant thing in terms of the massive take-up of SMS is the fact that it marks the
turning point in the transition of wireless from voice to data services.
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The latest innovations mean that some mobile handsets (i.e., iPhone, BlackBer-
ry) read text messages “out loud,” which is a very useful functionality for people
with visual impairment. However, improvements are also taking place in voice
messaging, with breakthroughs such as “visual voice mail” like SimulSays for the
BlackBerry. With this software, users can move around on the screen, click and
hear voice messages, and select any of them to listen again, instead of having
to browse between messages.

5.1.1. Uses and opportunities for businesses and society

The high level of SMS use is undoubtedly generating rich profits for the operators.
According to the Association of Mobile Services Companiesi!4), both normal and
premium short messages account for 12% of the revenues of mobile operators!1®,

However, SMS do not only generate profits for operators. There are also an in-
creasing number of companies in other sectors that are taking advantage of
their consumer appeal. Some of their uses are:

SMS have enabled the media to combine econo-
mic profits with audience participation. These messages create major reve-
nue for both the media and operators alike.

Traditional businesses are increa-
singly using the SMS as a channel of communication with their customers, as
with Neck and Neck!1é, which notified customers of sales by an SMS (see
the “Marketing goes mobile” section in Chapter 6).

Traditional communication companies like
Univision!!’ are reaching agreements with companies specializing in mass
message delivery, such as Tapioca Mobile!l8, for them to distribute news
alerts to mobile handsets using text messages.

These messages enable friends to be invited to a party, as in the case
of Tvienes!1?, or a request to be sent to the social network for members to
recommend restaurants, cinemas, shows, etc., that may be convenient, de-
pending on the member’s location.

For example, in India, Google!20 launched a pi-
lot project in which users sent an SMS to a telephone number and the system
responded with local information about the opening hours of cinemas, restau-
rants, hospitals and taxi services.

The SMS has also started to work for society:
Many government bodies, as part of their m-government policies, are using

text messaging to communicate with citizens, to whom they send information
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on public transportation, university grades, or to remind patients of their doc-
tor’s appointment at the health center (see Chapter 7).

They are also being used for social purposes, such as for donating funds to
NGOs. Donors send a message to a humber and part or all of the money co-
llected is sent to NGO projects (see Chapter 7).

Even the Vatican has succumbed to SMS fever. On World Youth Day, Pope Be-
nedict XVI sent text messages to thousands of young pilgrims encouraging
them to reaffirm their Catholic faith.

5.1.2. Is the end of the SMS approaching?

Instant messaging on handhelds is now a reality and operators are launching
it with mixed results. Several operators, such as Vodafone and Orange, pio-
neered this movement in 2004, and interest in it has now been renewed. Com-
panies like Google, Yahoo!!2! and Microsoft!22 have made contributions in this
field.

Because of the success of instant-messaging networks, especially among young
people, it is to be expected that the billions of potential users will make this
service one of the most popular since its predecessor, the SMS. The growth of
instant messaging on handhelds will continue in the next five years, at a con-
stant rate in nearly all markets, with the consequent decline in SMS use.

Demand for MMS services will remain stable. Forrester!23 predicts that by the
end of 2013, 24% of mobile device users will use instant messaging services.
For this to happen, several conditions must be fulfilled:

Mobile operators must lose their fear of the decline in the profits obtained
from SMS, invest in this new type of messaging and offer more attractive
prices.

Manufacturers must ensure the usability of their handsets and include ins-
tant messaging capabilities, without any need for additional applications.
Developers must promote their use on mobile social networks.

Some examples of innovative companies in this area are Funambol!24, a pio-
neer in mobile messaging 2.0 for open sources and The Gizmo Project!?>, a
supplier of instant messaging and a call service using voice over IP technology.
This type of program enables users to talk to each other completely free of
charge or at a very low cost.

Meanwhile, the opportunity to connect to email services from mobile handsets
is very successful among users. Nomadic citizens need to be connected any-
where and at any time. The fact that many smartphones support this type of
service contributes to increasing use, and as the prices of these devices fall and
operating systems become compatible with various mail suppliers, the upward
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trend will continue. In the future, more and more operators will include some
type of email access and in many cases, they will sell it with other services in a
single package.

One of the possible strategies that should be followed is the sale of telephones
configured to use an email account, so that users are encouraged to use this
service, and other data-related services offered by the operator, in order to com-
pensate for the decline in profits from sending SMS. This is being done by Mo-
maill26 which offers free email compatible with most mobile handsets.

Applications such as System 7.0 which is a flexible mobile email solution
compatible with over 115 operators and 240 handsets all over the world, and
supported by most mobile platforms, will contribute to the increase in email on
mobile handsets. This solution enables emails to be received immediately, at
both workstations (Lotus, Microsoft Exchange) and in private accounts (Google,
Hotmail, Yahoo, etc.).

One of the most widely discussed subjects today in the mobile technology mar-
ket is Internet connections using these devices. Mobile Internet entails access to
a new dimension in customer service, which will have personalized information
and services, depending on the location and time of connection, anywhere and
at any time. What other channel can compete with that?

The fact that many mobile devices include Internet access is indicative of the trend
towards the opening of the market. However, this will not guarantee an increase
in connections if the consumer’s experience is not a good one. Users are demand-
ing increased freedom of choice, as can be seen by the fact that in 2007, approx-
imately 70% of the traffic generated by NTT DoCoMo’s data services!?” in Japan
took place using connections to “unofficial” pages outside the operator’s portal.

The industry is implementing ideas aimed at achieving uniformity on the mo-
bile Internet that are conducive to the opening of the market. The World Wide
Web Consortium (W3C) launched the Mobile Web Initiative (MWI) in 2005, sup-
ported by highly influential companies in the sector, such as France Tele-
com!28 Ericsson!??, Nokial3? and Hewlett-Packard!3!. The focus was initial-
ly on two key areas: first, on identifying best practices for websites and second,
on producing descriptions of the telephones to help content developers design
for all types of telephones. Another standardization initiative was the Mobile Top
Level Domain (mTLD), which was the basis for the .mobi domain. Mobile Inter-
net users know when a website is adapted to their telephone when it ends in
.mobi, as owners wanting to register their pages must have applied the mTLD
best practices in the development of content.

Mobile Internet is even more important due to the fact that many of its users
live in emerging countries (see Chapter 7). In fact, their first contact with

© 2008 Fundacion de la Innovacion All rights reserved.



A whole world of services in the consumer’s pocket

132 MySpace:
http://www.myspace.com/.

133 Flickr: http://www.flickr.com/.

134 wikipedia:
http://www.wikipedia.org/.

135 Dodgeball:
http://www.dodgeball.com/.

136 Bluepulse:
http://www.bluepulse.com/.

137 Mobile Internet Users Lead In
Advanced Mobile Services’
Adoption In Europe. Pete Nuthall
with Michelle de Lussanet and Dan
Wilkos. Forrester. May 2008.

the Internet will not take place on a personal computer, but instead on a mobile
phone. For companies participating in the mobile Internet boom, this means ac-
cess to a market with a portfolio of millions of potential consumers. As men-
tioned above, the problem in this case is that in emerging countries, most hand-
sets do not have an Internet connection capacity or even have access to the
network.

However, carriers see the mobile Internet as a means of increasing the
profits generated by data services in light of the heavy pressure they are
facing due to lower voice and SMS prices, which are the result of enormous com-
petition and strict regulation. Content providers have, on the Internet, a new
distribution channel that offers huge opportunities.

All the FTF experts agreed that having an Internet connection on mobile hand-
sets will be vital in changing the way that customers currently use their de-
vices.

5.2.1. Mobile Web 2.0

The context could not be more positive. All the agents participating in the mobile
technology sector would benefit from the mobile Internet boom. However, the
current level of use in absolute terms is disappointing for everyone and
clearly shows that something has to change. This need for transformation has
led to the term Mobile Web 2.0 being coined to refer to the revolution, which
has already started and which will radically change the use of mobile Internet.
The idea is based on mobile devices becoming the main means of Internet ac-
cess in many countries in the world during the next decade, with hybrid devices
and more powerful networks. In the same way as Web 2.0 has led to a substan-
tial change in the Internet world, initiatives are being taken to transfer its vague
principles to the mobile world. The advocates of this movement emphasize the
need for opening and the use of open standards, which have given such good re-
sults in the Internet world.

Mobile Web 2.0 also seeks to replicate the social aspect and creative role of
the citizen which characterized the Web 2.0 movement, with new ways of com-
munication and sharing experiences with other users. In this area, there are al-
ready applications that provide access to classic web services (such as My-
Space!32, Flickri33, Wikipedial34, etc.), and services especially designed for
handsets, like the traditional Dodgeballl35> and Twitter or Bluepulse!36,

Although mobile Internet use is currently rather low, the figures for Europe pro-
vide grounds for optimism, according to Forrester!37 (see Figure 28):

Almost all European users have mobile devices with an Internet connection
capacity.

Less than half of them are aware that they can connect to the Internet from
their handset.
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Only 14% of mobile users use the Internet regularly. Although this figure
does not constitute a substantial increase, Forrester’s predictions since 2004
have suggested that use will reach 38% by the end of 2013.
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Figure 28. Mobile Internet User Penetration: 2003 To 2007.
Source: Forrester Research, Inc., European Mobile Forecast: 2008 To 2013, March 14, 2008.

According to Forrester’s figures!38, the European users that connect to the Inter-
net most are the English (15%), followed by the Germans and the French (9%).
Spain ranks fourth (8%), followed by Italy (5%).

5.2.2. What is preventing the mobile Internet boom?

The nature of the factors limiting mobile Internet use is highly varied. Overcom-
ing these barriers will require all those involved (carriers, developers, etc.) to
work together:

Consumers do not appear to be interested in using their mobile device to con-
nect to the Internet. As mentioned above, this connection capability is a func-
tionality that few consumers take into consideration when buying a mobile hand-
set. Some alternatives that could change this situation include:

Providing users with relevant information according to where they
are and when they are connecting. Operators should promote this type of
service if they want to increase connections. For example, Vodafone!3° has
announced that it is going to include Google Maps in its Vodafone Live! por-
tal, which will enable users to locate addresses and make reservations.

Promoting the use of instant messaging or email on mobile devices, inste-
ad of SMS.
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Promoting more open models in which the Internet access point is highly
successful search engines such as Google!49 or JumpTap!“!, as well as
the content provided from operators’ portals (the “walled garden” model). As
a result, consumers will find and have access to more websites and more re-
levant content, and the operators will benefit from new business models ba-
sed on profits from advertising. For example, KDDI'*2 added Google's se-
arch engine to its EZweb portal, which enabled it to increase the portal’s traf-
fic, and boost advertising profits by 30%. Furthermore, it encouraged ope-
ning, as 78% of searches led users to other pagesi43.

Capitalizing on the potential of social networks. Connection to these net-
works, which are increasingly popular on the fixed Internet, with examples
such as Bebo#4 in the U.K. and StayFriends!*> and Aka-akil*6 in Germany,
will entice consumers to use the mobile Internet. Users of KPN, Telfort and
T-Mobile can choose to receive a free SMS every time someone makes a
comment on their page on the Dutch social network Hyves!4’, This message
contains a link to the Internet site, where consumers can read the complete
contents and have the option to answer.

Little content is currently being developed specifically for mobile Internet. In-
deed, innovation in specific developments is limited by the low level of Internet
access on mobile devices. This all means that little content is available, and it is
also of poor quality as companies are not interested in investing in a channel
with such low demand. This makes for a disappointing experience for users who
connect, which in turn leads to reduction in use. It is a vicious circle.

Meanwhile, the closed Internet portals (“walled gardens”) in which operators
relate to content suppliers mean that the number of pages made specifically for
mobile devices is very low. Furthermore, the strict control by operators over
their content and their excessive share in the profits generated discourage de-
velopers and limit innovation.

In order to change this situation, the following objectives should be acted upon:148

- Internationalize the operators’ portals to make them more attractive to
content developers. For example, Vodafone!® has increased the pres-
ence of its Vodafone Live! portal by means of agreements with Mobilkom
Austria, Proximus in Belgium and Elisa in Finland.

- Cooperation between operators to launch joint portals from where it is pos-
sible to browse to their own sites. A successful example is the French op-
erator Gallery and Belgium’s Plaza, which are cooperating to produce one.

The operators

must encourage the use of applications or services in order to achieve this.
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between operators and content
developers more flexible. Ideally, any supplier should be able to launch their
content without the operators and obtain a high percentage of the profits ob-
tained from the sale, which would clearly lead to their proliferation.

for connection from mobile handsets. The small
screen size and the limited possibilities for interaction and data processing on
mobile handsets require specific designs for websites:
- Adapt not only the design of pages, but also their content and browsing.
- Design pages that are useful and easy to handle so that users realize the
value provided by this new connection channel. Pages that are difficult to
find and use may hinder the user’s interactions and discourage them from
returning.
- Renew the content on pages on a regular basis. In mature markets like
Korea, updates are made several times a day.
An example is that used by some newspapers, such as The New York
Times1>9, which has developed an application that enables access from an
iPhone to a high quality edition of the newspaper. The newspaper’s website
enables sections to be read both online and offline, provides simple browsing,
includes photographs along with its articles and allows for the mobile website
to be personalized, by selecting favorite news categories.

Meanwhile, the amount of traditional companies with a presence on mobile In-
ternet is still very low. This is encouraging the use of other channels such as PC-
based Internet, to the detriment of connections from handsets. It is important
that traditional companies include this device among their channels of commu-
nication and sales to customers. Girlswalker’s Tokyo Girls Collection, for example,
combines live fashion events with the PC and a mobile website (see Chapter 6).

In terms of access, the networks are often too slow, which lowers the quality of
the connection for users, who end up using other, faster channels. For this rea-
son, the operators and large network infrastructure manufacturers must work
together to make faster networks that improve the user’s experience in each
connection. What is much more serious and difficult to resolve is the fact that
some users do not even have access to the Internet (see Chapter 7).

As regards content, the lack of standards in the sector means a tough task for
developers, as they have to adapt the material to the type of telephone and net-
work, as well as the browser, which curbs innovation. For this reason, operators
and developers must put pressure on the manufacturers to standardize their
products. As we have seen above, this is happening as a result of projects being
launched for upmarket devices in particular, which therefore contribute to the
opening of the market.
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It is still widely unknown as to where to focus business models based on the new
mobile Internet services. Furthermore, the lack of demand for Internet-related
applications offered by mobile handsets renders it difficult to achieve a return on
investments. For example, the British operator 3151 (a subsidiary of Hutchison),
which is focusing on the Internet and data services, is having problems obtain-
ing critical mass.

The arrival of the iPhone has shown that the usability of handsets is a very im-
portant factor in boosting users’ connection to the Internet. Until it was
launched, the manufacturers had not succeeded in designing a model that could
increase mobile Internet traffic, which clearly reveals a need for the manufac-
turers to improve the usability of their phones. Once again, the Apple tele-
phone is the leader in terms of Internet connections (see Figure 29).
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Figure 29. Internet access by technology.
Source: Google.
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The increase in battery capacity is also vital to increase consumer connec-
tion time.

The rate plans for Internet connections are in many cases not altogether trans-
parent to users (as is the case, for example, with charging for bytes trans-
ferred), and on many occasions are even unknown. What is beyond doubt is that
users do not want to increase their telephone bills and this is particularly true
when the available content does not justify the expense.

In order to change this situation, Internet connection prices should be made
clear to users (including the differences in price between the content of the op-
erators’ portal and external content). Offering flat-rate subscriptions clearly
boosts demand when consumers “need” to connect to mobile Internet. Howev-
er, they are not likely to be willing to pay a monthly fee for a service they have
not even tried. For this reason, other launch strategy alternatives must be con-
sidered.

For example, T-Mobile!>2 has launched the “web’n’walk” service, which lets cus-
tomers surf for less than a penny a kilobyte up to a maximum price of a pound a
day, with any additional cost free of charge. Furthermore, there is no restriction
on the websites that can be visited and users are not penalized for using the
service several times a day. In the Spanish market, Telefénica has recently an-
nounced a cut of between 46% and 60% in its rates for mobile email access.

Of all these factors that could potentially boost Internet use on mobile devices,
the FTF experts feel that flat-rate subscriptions will provide the service with the
biggest boost (see Figure 30).

5.2.3. The future of mobile Internet

As mentioned above, the boom in mobile Internet browsing has been slow and
some experts have described it as disappointing. Nevertheless, for it to finally
happen, greater flexibility in the operators’ models, technical improvements, the
design of profitable commercial approaches, winning over the consumer, and co-
operation between agents are all essential.

For consumers in developed countries, the opportunity to use their mobile phone
to carry out financial transactions means the availability of an additional banking
channel, which complements the network of branches and Internet banking. How-
ever, for people living in emerging countries, the opportunity of access to banks’
financial services using their mobile devices promises to be a great revolution.
This will be possible if the technological, commercial and social barriers presently
hindering the opening of this market are removed, or at least mitigated.
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Figure 30. Factors promoting the use of Internet on mobile devices.
Source: drawn from the conclusions within the Future Trends Forum.

It is estimated that transactions using mobile devices will increase from 2.7 bil-
lion in 2007 to 37 billion in 2011, with most of this growth taking place in
emerging countries, according to data from Juniper Research.133 According to
this study, China and the Far East will be the regions with the most users of this
service, which will reach 250 million in 2011. Therefore m-banking speaks the
language of the most disadvantaged, and is shaping up as a tool for improving
their level of development (see Chapter 7).

Although the impact of m-banking is not so marked in developed countries, it is
not insignificant, as it is contributing to increasing the range of services accessi-
ble from mobile handsets and therefore changing user habits. It is also encour-
aging improvements to the service offered by financial institutions to their cus-
tomers, which is an extremely important factor in today’s climate of economic
uncertainty.

5.3.1. m-Banking in the United States and Europe

Although many European banks already offer mobile banking services by means
of SMS or mobile Internet, and they are available to anybody with the right type
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of phone, only 5% of Internet users access them. The operations performed are
usually very simple, such as checking balances, SMS alerts, etc., and users in
the United States and Europe are generally young men, with a technology
background, an above-average income and users of Internet banking.

The low adoption rate for these services is essentially due to customers not seeing
the value of connecting using their mobile device, not being willing to pay for these
services, being unaware of their existence or being worried about their security. 5%

The leading mobile operators in the United States, AT&T!>> and Verizon!>9,
have invested a lot of money in trying to convince their customers to use this
new medium. They have launched programs in which consumers sign a con-
tract with a financial institution!>? to link their bank account with a mobile
application.

5.3.2. The range of m-banking services
The range of services that can be offered on mobile handsets is extensive:

these transactions can be covered
with the development of some products available on mobile phones, such as
the electronic wallet, mobile bank accounts, cash deposits, cash withdrawal,
remittances and transfers between account holders. has develo-
ped the Aggregation service!58 which can be used to check ba-
lances and account activity, make transfers, and subscribe to, consult or can-
cel the floating of new stock. Likewise, the Hal Cash!>° service by
enables money to be sent from a mobile handset, to be withdrawn from
an automatic cash machine, immediately, securely, at any time and anywhe-
re in Spain and/or Ecuador.

by means of consumer and interpersonal loans, mi-
croloans or revolving credits.

(mobile trading). For
example, Bankinter!%? offers its customers the Broker Multimodal service,
which enables transactions to be carried out and stock price quotations to be
given in real time, as well as alerts to be received on mobile handsets, and
orders to be checked and cancelled.

(balance sheets, transactions record, etc.). For
example, the Bank of America mobile banking servicel6! enables mobile
handsets to be used for making transactions, reading account statements,
paying bills and even finding the nearest cash machines.

(m-payment): Mobile wallet linked to the card, payment of bills, pur-
chases, etc.
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Relative

5.3.3. Payments using the mobile (m-payment)

One of the most attractive applications with the greatest potential for wireless
services is payment by mobile devices, also known as m-payment, which is
very closely linked to the concept of m-commerce (see Chapter 6).

The consultancy Arthur D. Little!®2 estimates that the profits from m-payment will
increase from 3.2 billion dollars in 2003 to 37.1 billion dollars worldwide in 2008.

In Spain, payments using mobile handsets have grown at a slower rate than an-
ticipated. A few years ago, the predictions for 2008 suggested that four million
Spaniards would use this method on a regular basis; however, the figures for
use fall far short of this estimate. If we analyze the figures from other countries,
the situation is similar. According to a study by Arthur D. Little, Spain is the
third-ranking European country in the implementation of this system, behind
Austria and Norway (see Figure 31).

M-Payment Usage and Market Maturity
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Figure 31. Implementation of m-payment.
Source: Arthur D. Little analysis.
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However, until the real boom in payments with mobile handsets takes place, the
companies have found a niche in settings that credit cards have yet to reach. This
is true of “micropayments.” Mobile devices can play a key role in situations where
it is not possible to pay using a card, but only in cash, which is often lacking. To
give an example, in Tarragona it is possible to purchase passes for the limited
parking area, while public transportation users in Malaga can pay with an SMS.

There is still clearly a great deal of potential in technological terms for payment
using mobile devices. Companies like Philips'®3 and Sony!%* are looking at NFC
(Near Field Communication) chips. Although this system is not new, its novelty
lies in its implementation in mobile phones. It is based on radiofrequency data
exchange, with no need for physical contact, although the maximum distances
are five centimeters. This factor, combined with the need to enter a PIN code to
validate the purchase, bolsters its security.

Some companies in the United States are carrying out tests to implement this
payment system. For example, Visal®> and Wells Fargo!6® measured the inter-
est of consumers in San Francisco in using their mobile handsets to pay in shops
that accepted Visa’s payWave. Other pilot projects are being carried out in Eu-
rope, one of the most important of which was launched in November 2007 in
France!6?, Payez Mobile, which included 1,000 customers in 200 shops.

However, forecasts suggest that in 2011 there will be 450 million mobile hand-
sets adapted to NFC (Near Field Communication), a figure that will account for
30% of the mobile handsets sold that year (ABI Research)!68, Furthermore, one
in three mobile handsets will be equipped with NFC within three to five years
(Frost and Sullivan)182, This means that transactions with an approximate value
of 22 billion dollars will be generated in 2011 (Juniper Research)179,

The barriers faced by this new payment system are the same as those affecting
any other: security and the transaction cost remain the issues of greatest con-
cern to the consumer. In short, the operators, banks and payment companies
must cooperate to gradually reduce technological and product acceptance barri-
ers, and to design profitable business models.

5.3.4. P2P (person-to-person) payments

A P2P (person-to-person) payment is a method of payment by which the user
of one mobile phone sends money to another, so that the device acts as a means
of performing the transaction. There are three types of mobile P2P payments:
mobile P2P bank transfers, mobile P2P top-up transfers and virtual mo-
bile P2P transfers. Many brands in central Europe have recently launched per-
son-to-person payment systems using mobile handsets.

Although the forecasts are not particularly promising, the greatest potential for

the use of this type of service could be in sending money to relatives abroad.
Cash remittances sent to emerging countries are increasing every day. This is a
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great opportunity for intercontinental P2P payment systems, as they are cheap-
er and simpler operations for emigrants than bank transfers. The GSM associa-
tion of operators has identified this opportunity and has launched an initiative so
that the operators themselves provide this service to their customersi’i,

5.3.5. The benefits of using a mobile phone for financial operations

Using mobile phones to carry out financial operations leads to benefits of various
types. First, it can significantly improve the quality of life of consumers in de-
veloping countries who do not have access to financial services. Second, in de-
veloped countries, m-banking improves the quality of service that they receive
from financial institutions. The key factors in winning over consumers are: ease
of use, low cost of operations, 24/7 access and security.

From the point of view of the financial institutions, the benefits are obvious.
While they are able to extend access to financial services to more (unbanked)
consumers, they can also improve their relationship with their current cus-
tomers, reduce their operating costs, free up resources for processes of greater
value, provide immediate access to the institution’s services (mobile banking),
promote self-service and obtain greater control and security for the customer. In
the uncertain times currently troubling the financial sector, m-banking may be-
come an alternative that contributes to improving the situation.

The operators also have grounds for participating in m-banking, including some
that are very sound: the opportunity to attract new customers, diversification of
the type of profits (obtaining initial commissions and from transactions), the in-
crease in the average revenue per user, achieving customer loyalty and obtain-
ing profits from cross-selling, by offering content for mobile devices and chang-
ing the contract type to prepay.

Finally, governments have an ally in improving the economic situation of their
countries in this type of use of the mobile phone. An excellent example of this
use is in the Philippines, where most of the population does not have access to
bank accounts and is obliged to use private moneylenders, which limits it capac-
ity for growth. The Central Bank of the Philippines implemented a microfinancing
regime using mobile handsets, cooperating with the operators and making sure
that the financial institutions were regulated, which contributed to the country’s
economic revitalization!72,

The FTF experts consider that location-based services on mobile handsets will be
those that create the most business opportunities in the short term (see Figure
27). These services provide an estimate of the geographic location of a device,
which is possible thanks to various technologies such as location-based services,
time of arrival and GPS, which operates via satellite connection. Mobile handset
users must give their consent to being located for these systems to work. Once

© 2008 Fundacion de la Innovacion All rights reserved.



A whole world of services in the consumer’s pocket

173 ComScore:
http://www.comscore.com/.

174 The Netsize Guide. Mobile 2.0,
you are in control. Netsize. Paris,
February 2008.

175 Europa Press. August 2008.
Article: “Sistema de localizacion
de moviles del 112 permitio
localizar y resolver 8.000
emergencias.”

that consent has been given, this functionality is activated by turning the tele-
phone on.

According to ComScorel’3, the leader in research in the digital world, the use of
maps on mobile handsets increased by 8% among American users and 3%
among Europeans between February and May 2008. The launch of the iPhone
undoubtedly contributed to this upturn. Despite the fact that usage figures are
low!74, according to a survey by Netsize from 2008, this trend will increase, as
more than 74% of those surveyed said they considered location-based services
on mobile devices to be essential.

These services will provide new opportunities for companies from all sectors as
they will be able to benefit from:

This is the case of the system launched
by Google Maps, which shows the route on the map and accompanies it with
a series of detailed directions. The map is interactive and shows the busines-
ses in the area with their contact details, thereby becoming a fantastic mar-
keting channel.

This opens up a wide range of
possibilities for businesses that provide services covering:

- The enormous potential of mobile social networks. These will con-
tribute a differential value compared to fixed social networks, as they will
make it possible to locate friends. The companies that are able to take ad-
vantage of their enormous potential will obtain substantial profits, mainly
thanks to advertising.

- The location of physically or mentally handicapped people. These
systems mean that it is possible to detect the fall of an elderly person or
the disappearance of someone suffering from Alzheimer’s disease.

- The location of emergency calls. These systems enable the place from
where the call was made to an emergency telephone number to be iden-
tified, and the units necessary to resolve the situation to be sent to that
location. This is the case with the 112 emergency telephone line in the au-
tonomous community of Madrid. In the first six months of 2008, the mo-
bile location system was vital in the management of more than 8,000 inci-
dents, and has proved itself to be particularly useful in rescues and traffic
accidents on urban roads!”>.

- The improvement of traditional services. As the technology evolves,
real-time locations will be possible. As a result, services such as taxis or
pizza delivery will be quicker; even the delivery of a newspaper to a user’s
address can change, if the system detects that the user’s location has
changed.

The combination of communication

(M2M) and location possibilities between machines will provide humerous op-
portunities. For example, this technology could be useful on toll roads, for lo-
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cating the position of a vehicle, so that personnel costs are reduced, with the
creation of “express lanes,” which will enable costs in the public sector to be
reduced.

The combination of na-
vigation and location systems will make it possible to identify consumer pre-
ferences, so that when the user enters a given zone, mechanisms providing
advertisements based on the customer’s profile will start operating. As a re-
sult, the customer will receive advertising for services of interest to him,
which are near his current location. Bluetooth is becoming a key ally of ven-
dors in push marketing.

However, one drawback in the expansion of these location services is the fact
that users of handsets may see them as something that invades their privacy,
and they are not always willing to be monitored by members of their community
or to receive advertising messages.

5.4.1. The opening of the market and mobile location services

Operators are not indifferent to the potential for growth of these services and as
a result, they are particularly interested in standardizing and promoting innova-
tion in this field. Progress towards a greater opening of the market requires the
existing barriers to be overcome and the fragmentation arising from the coexis-
tence of three different location technologies to be dealt with. At present, as a
consequence of this fragmentation, companies wanting to use this technology as
a marketing channel must choose one of them and thereby limit the customers
they can target (compatibility with the network or with the device).

As a result of this problem, the Open Mobile Alliance (OMA) has launched a stan-
dard for these services. The challenge lies in guaranteeing interoperability and,
in an environment where there are many vendors, ensuring that they all use the
same language. As part of their opening and standardization strategy, they have
developed a test that enables the interoperability of a location system to be
checked.

Once technological problems have been overcome, work must be done on the
standards and procedures that are suitable for authorizing the distribution of in-
formation to other agents in the market, while safeguarding consumers’ rights to
privacy.

5.4.2. Successful cases in mobile location-based services

Telefonica Movistar has reached a framework agreement with Google that
enables it to provide its mobile customers with access to the Google Maps for
Mobile service (GMM) from its Emocion portal or by the pre-installation of the
application!’6 on its handsets.
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The maker of the TomTom portable navigation system and the mobile operator
Vodafone have launched a service in the United Kingdom that provides traffic
information for the major highways. Basically, what the system does is check
how many devices are in a given location and extrapolates the results to the
number of drivers who may be in a traffic jami77,

The FTF experts consider that besides location-based services, mobile social net-
works will provide important opportunities for businesses (see Figure 27). The
mobile handset is threatening to become our most personal, and at the same
time, most social electronic device.

Its success seems certain, due to these devices adding a new dimension—loca-
tion—to the already successful social networks on fixed-line Internet. This will
enable users to receive information from the contacts in their social network
that are physically near them. However, mobile social networks will not be a
substitute for their fixed counterparts, but will instead complement and improve
the user’s experience.

A survey by Nielsen Mobile!78 (EU data Q1 2008, US data December 2007) rates
the Spanish among the most assiduous users of mobile social networks in Eu-
rope. Even bearing this in mind, the figures for use are still very low.

Number of mobile
subscribers who access
social networks per month,
over their phone

Percentage of mobile
subscribers who access

social networks over
the mobile Internet

United States 1.6% 4,079,000
United Kingdom 1.7% 812,000
Italy 0.6% 293,000
Spain 0.8% 291,000
France 0.6% 255,000
Germany 0.2% 141,000

Figure 32. Percentage of users of mobile social networks.
Source: Nielsen Mobile; EU data Q1 2008, US data December 2007.
5.5.1. Types of mobile social networks
In its study Social Computing Goes Mobile, Forrester identifies!’® five different

types of mobile social networks, which range from the most popular that already
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exist on the Internet and are being optimized for mobile devices (Facebook!80
and MySpace), to others that are developing exclusive capabilities for these de-

vices (Veeker!8l) (see Figure 33).

Description

Sites where users create profiles for themselves and then
connect to and interact with other users in their virtual
community. User actions include communicating with real-life
social contacts, connecting with friends of friends, and joining
interest groups. Interactions may include media sharing,
microblogging, social mapping, and tagging.

Sites where users create, view, organize, and/or share media
files, such as photos, videos, music and games. The majority of
these sites have desktop equivalents where users host and
view their media. The mobile device is mostly used to capture
and upload media to these sites. Services like Veeker focus on
users exchanging media using multimedia messaging.

Sites where users create and/or monitor short posts of content
to communicate status and share thoughts, links, and media.
Most sites allow users to contribute content using SMS
messaging.

Sites where users share their location and view the locations of
friends, often with the help of a GPS feature. Updates and
alerts may be tailored to the user’s locations (e.g., they will
receive alerts only when a friend is in their local area).

Sites or services that allow users to tag media or physical
locations with metatags. Users can search content based on
specific tags or have content delivered to them from their
network.

Figure 33. Types of mobile social networks.
Source: Forrester Research, Inc.

Examples

Facebook
MocoSpace
MySpace
PadPaw

Rabble

Zingku (Google)

Flickr
JuiceCaster
LocaModa
Mosh (Nokia)
Veeker
YouTube

Jaiku (Google)
Tumblr
Twitter
Zemble

Buddy Beacon (Helio)
Dodgeball (Google)
Loopt (Sprint, Boost)
MeetMoi

StreetHive (Cingular)

Dgm8

LifeBlog (Nokia)
Socialight

Yellow Arrow project

From the business point of view in general, and the commercial perspective, in
particular, this new wave of mobile networks promises to be extremely prof-
itable. For example, when users define their tastes, businesses can identify their
target market and send advertising when a potential customer is near the loca-

tion of a shop, restaurant, etc.

Many businesses—consolidated companies and startups alike—are investing in
mobile networks. One example is Nokia’s acquisition of a social network that
uses geolocation to connect people. However, the monetization of these invest-
ments is a question that has yet to be resolved, as we will see in Chapter 8.
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5.5.2. Some companies operating in the mobile social networks area

In the United States, Loopt enables a personal location to be shared with
friends and an alert signal to be sent when one of them is nearby.

Newcomers like Aka-aki host a social network that not only includes standard
features of these communities such as writing blogs, but also offers services
such as the geolocation of users.

In order to facilitate access, MySpace has launched MySpace Mobile, an integrat-
ed application that allows content to be personalized and photos to be immedi-
ately uploaded using the iPhone.

Jaikul82 js the name of a social network and a microblog based in Finland. It is a
completely free service allowing all sorts of comments to be published, from the
Internet or a Nokia S60 telephone. It is a similar page to Twitter, which provides
continuous contact with friends and is also a way to meet new people. Due to its
success after its launch, it was purchased by Google in 2007.

Shozu!83 s a site that gives users the opportunity to connect from their mobile de-
vice in order to publish or edit multimedia content on their favorite social networks
from a single site that supports the most important networks such as Facebook,
Photobucket, Picasa, Flickr, YouTube, Blogger, LiveJournal, WordPress and Twitter.

GolLocol8 is a social network that tells users when the members of the social
network are going to a specific place. It thus promotes face-to-face meetings
and even encourages journeys as a group, with the consequent reduction in
transportation costs. For example, establishing a social network of a company’s
employees would provide information on their routes from their homes to the
job site, making it possible to form groups and share travel costs.

Finally, Zipito8> is a community that enables users to keep up to date with their
friends’ plans and join them if they want to. Access is offered via Internet or by
mobile handset, and automatic responses to plan updates can be generated.

5.5.3. The opening of mobile social networks

Despite the mobile industry moving towards an opening, access to customers is still
controlled by the operators and the manufacturers of devices. It is they who deter-
mine the features and the applications that handsets will include and the services
than can be used. This forces the social networking companies to form alliances and
reach agreements with them in order to ensure user awareness. This is true of
Kytel®, a mobile social network that has formed an alliance with Telefénica, NTT
DoCoMo Japan and Nokia, in order to launch its mobile network onto the market.

However, the road to a gradual opening does not exclusively involve alliances.
Instead, it is necessary to break down the existing technological barriers in or-
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der to create systems that are compatible between all suppliers, devices, appli-
cations, operators and networks.

The Open Mobile Alliance (OMA)187 |ists the following barriers to opening:

The existence of multiple networks and devices, as well as different locations,
makes standardization and the interoperability of mobile social networks difficult.
The convergence of fixed and mobile networks also hinders this opening. A
social network must be accessible from anywhere and using any device, whe-
ther fixed or mobile, making it a unique global network.

The case of Google!88 is evidence of the desire for standardization in the mar-
ket. Google launched an initiative with the aim of making it easier for develop-
ers to create applications, by establishing common standards for various social
networks: Friendster, Hi5, LinkedIn, Ning, Plaxo, Viadeo and Oracle Friends and
its own social network Orkut. This application gives access to the basic functions
of a social network, such as information about users, their friends or social net-
work, and their activities.

Once these barriers are overcome, the increased use of mobile networks as a con-
sequence of the opening will have a positive impact on all participants in the sector:

The mobile operators will benefit from the use and movement of data that
all the communities generate and manage, even by means of establishing
subscriptions with a monthly fee.

Companies in all sectors will be able to sponsor special interest communi-
ties related to their brand or services, and identify market niches which gua-
rantee the effectiveness of marketing campaigns.

Advertisers will be able to target a larger number of communities at
a lower cost, and spending less time. The definition of single parameters
will enable campaigns to be launched in several communities with no need
for adaptation. This will lead to savings in terms of finance and time, which
can be invested in designing new campaigns.

5.5.4. How to design a successful mobile social network

In order to succeed in this sector, it is necessary to design the service by taking
into account the objectives of users and to define the best technology that will
help to reach them:

It is necessary to define what
type of mobile network—a blog, wiki, social network, etc.— is the most suita-
ble. Forresterl8 recommends a four-step method, known as POST, for defi-
ning a network strategy. POST stands for: people, objectives, strategy and
technology.
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B Include geolocation as a feature that provides value for the user.

B Identify the value proposal for the customer that sets the mobile social net-
work apart from those belonging to competitors.

m Design the application with the user in mind. As the majority of users belong to
generation Y, producing a design aimed at young people would be a good idea.

B Link the mobile social network to others that already exist on the fixed Inter-
net. Success does not lie in limiting the network to a single channel, but in
combining the Internet and the mobile, so that it is possible to generate a
global network.

B Be sparing with the information the user receives on the mobile. Constantly
sending updates, notifications and alerts to a mobile may put users off. This
means that it is necessary to offer the option to configure and personalize the
information they wish to receive.

5.6. Entertainment on the handset
The FTF experts analyzed the type of services that will be most successful in the

short term, and concluded that the use of leisure services on mobile devices will be
lower than those of information and control, or communication (see Figure 34).

4.0
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2.8

2.4

2.0

1.6 —

0.8 —

0.4

0.0 —

[ Information and control Communication Entertainment

[ Finance and commerce Personalization [l Others

Figure 34. Types of applications that will be most successful in the short term.
Source: drawn from the conclusions within the Future Trends Forum.
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We will now look at the current state and trends of the most in-demand services
in the mobile leisure area.

5.6.1. Games and entertainment just a thumb tap away

Innovation is transforming the nature of games available on mobile devices. In
the near future, games will be played not only with the telephone keyboard, but
the latest developments will also include the use of the touchscreen, camera and
microphone, mixing the real and the virtual worlds together. The latest devices
will make the mobile into a control, like the Wii, with an accelerometer for racing
cars or for recording movements. Games like Brain Genius!®0, 3D Tilt-a-World1°1
and Foto Fighter include use of the camera to give them a new dimension.

Games on mobile devices, like other types of content, have so far been used by
those that download them onto their devices. The number of downloads on mo-
bile handsets increased by 17% between March 2007 and March 2008 (accord-
ing to M:Metrics92),

However, the nature of this usage is changing and consumers are demanding in-
terrelational games that enable them to come into contact with other players all
over the world and which require no additional payment. As devices start to in-
clude GPS systems, games will be able to involve hundreds of players located
around the user, transforming the real world into a virtual world.

Although these figures seem to indicate an increase in the use of more complex
or sophisticated games, the fact is that users’ time is limited, which is why in-
dustries like casual gaming or those promoting well-known games are enjoy-
ing a great deal of success.

In the field of mobile games, the objective of opening the market is to guar-
antee that the highest number of games is available for the highest number of
platforms and operators. To do so, it is necessary to guarantee that each plat-
form, game and service meets a range of global standards.

With this in mind, the OMA (Open Mobile Alliance) has developed a series of
standards, adapted to the characteristics of portability and interoperability
and to the suppliers’ certification procedures, which encourage the adoption of
standards and guarantee an open environment for the development of games.

The desire of those in the market for its opening and standardization can be
seen in initiatives such as the Mobile Game Interoperability Forum (MGIF),
a discussion forum created by Ericsson, Motorola, Nokia and Siemens, which
is responsible for defining the interoperability specifications of games for mobile
handsets.
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193 Mundo Gamers. 29/09/2008.
Article: “Telefonica lanza en
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Zeemote.”
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age/noticia/6847.html.

194 Gameloft:
http://www.gameloft.es/.

195 Digital Legends:
http://www.digital-legends.com/.

The operators must promote affordable prices which make the new advanced
and interactive games affordable for consumers. They must also promote land-
line-mobile convergence in order to establish networks among users connected
to their PC and among those connected to their mobile. The role of the device
manufacturers is also crucial for handsets being able to support the necessary
technology. Telefénica has launched the zeemote joystick, which turns the mo-
bile handset into a pocket video consolel®3,

The benefits of the opening and standardization of these services for the various
industry players will be:

Game developers will immediately benefit from the increase in their custo-
mer base and savings on time and development costs, which will help drive
innovation.

Content distributors will be able to sell their content directly to users, wi-
thout having to go through the operators. As progress is made in Internet
connection via mobile devices, subscribers will use search engines to access
games, which will encourage content distributors to directly target the end
consumer instead of going through the operator’s portals. An example is the
case of Gameloft!4, which has created an iTunes-style application for disco-
vering new games, watching demos, carrying out trials and downloading
them onto the device. Nokia already has its own online platform for selling
multimedia files.

Service providers will have more opportunities for choice, as the games will
work on any platform.

The manufacturers will be able to include more and better games on their
devices, which will increase their commercial appeal.

Consumers will be the main beneficiaries, being able to choose from a wider
range of games and more interactive content using any device, regardless of
their operator.

Digital Legends!9> has been committed to the mobile entertainment industry
since 2001. Its team has developed a powerful and varied platform that has en-
abled it to create 3D video games for mobile devices, adapting both the technol-
ogy and the processes of the PC and the console to the mobile.

Since 2005, Nokia has become a benchmark in the distribution of games thanks

to its N-Gage platform which is noted for its high level of quality, its distribution
alternatives and its range of casual games.
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Mdvil. TNS Global Technology
Insight. November 2006.

5.6.2. With your headphones on: music on mobile devices

Music is another form of mobile entertainment with a potential appeal. Music
content on mobile devices includes downloading ringtones and music,
listening to the radio and watching videos. The music industry for mobile
devices is constantly evolving. Users’ opportunities for choice are rapidly in-
creasing, as are the amount of content suppliers and the attempts by companies
from other sectors trying to promote and sell music on different platforms and to
various consumers.

However, the market has still not experienced all the forecast growth, as there
are technological and legal barriers. For this reason, it is necessary to develop
adapted devices and establish systems guaranteeing the user’s security and con-
tent rights.

At present, live radio and downloading ringtones and songs are the areas
with the highest demand on mobile devices in terms of the number of users, ac-
cording to the study conducted by TNS Global Technology Insight!®®, which also
sees the greatest potential for growth in music on mobile devices in FM radio.

36
Spain 22

16

35
World 34

26

% highly likely/probable that they will listen to the radio
% highly likely/probable that they will download songs
% highly likely/probable that they will download music videos

Based on: Non-users of these services.

Figure 35. The growth of radio on the mobile handset.
Source: TNS Global Technology Insight.
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New projects are emerging in this area, such as Visual Radio, a service that al-
lows users to listen to any station, as well as providing access to a visual and in-
teractive channel, which offers more information and opportunities to participate
and comment.

As regards the use of this type of content in Spain, a study conducted by the
consulting firm M:Metrics!®7 that analyses the use of mobile devices in the Euro-
pean Union and the United States, reveals the surprising figure that Spain in fact
leads the way in terms of humber of people who use their mobile phone as an
MP3 player.

The main factor limiting the use of music content is price, though it is not the
only factor. The devices are in many cases not suitable, need to include an MP3
player, have a long enough battery life and be compatible with downloading music.

The Open Mobile Alliance (OMA)!°8 defines a range of criteria that companies
must comply with in order to improve the opening of the mobile musical content
area. These criteria can be grouped as follows:

in order to encourage music downloads, it is necessary to have
systems that ensure the confidentiality of the purchaser and the device, as
well as guaranteeing the rights to the contents downloaded.

it must be possible to establish rights for any type of musical content.
There will therefore be content with no broadcasting limits, and other content
that will be restricted to a period of time, amount of downloads or a mone-
tary threshold.

providers of these services must have systems that include diffe-
rent payment alternatives, prepayment or payment by purchase made, and
which must in turn be compatible with a subscription by one user on several
devices.

content downloaded using mobile devices must be compatible
for listening on mobile devices or using any other music player, and transfe-
rable by means of a Bluetooth connection, without loosing the rights acquired
as a result of the purchase.

in the event of handset loss, the suppliers must have a
single system to allow all of the content to be restored, including downloaded
music.

users must have the option to delete

downloaded content, without loosing the rights acquired, and be able to res-
tore them at any other time.
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With these measures in place, users will have greater data protection security,
will be able to organize the content they have paid for (even if they have lost the
device), distribute it according to the rights obtained, and manage it. But that is
not all: content providers will have a system that guarantees the rights of
their content and will even be able to establish their own platforms. Meanwhile,
operators will have a reliable billing system.

NTT DoCoMo!°? and Napster Mobile2%0 have created a service with a monthly
pricing structure that is compatible with PCs and wireless devices, which makes
complete songs and ringtones available to users.

Musiwave?0! js a mobile music supplier that offers its content to more than
thirty operators in 25 different countries. The company works with music pro-
ducers, device manufacturers and mobile operators, which has enabled it to de-
velop its business far beyond music distribution, and to focus on personalization,
allowing users to create their own music channels.

Some companies currently offer their customers a whole range of entertainment
services on their mobile devices. One of these organizations is Berggi2®2, which
provides access to downloading videos, images, music, etc., from mobile hand-
sets. It also offers an email and instant-messaging application, which makes it
possible for its customers to remain in constant contact, and an Internet search
engine and people locator.

The well-known iPhone allows users to enjoy all the contents of their iPod, in-
cluding music, audio books, audio and video podcasts, music videos, TV pro-
grams and films. The iPhone synchronizes its contents with the user’s iTunes li-
brary on a PC or Mac computer, and can play any music or video content pur-
chased via the online iTunes store.

5.6.3. Television wherever you are

The development of mobile devices and the leveling of standards have made it
possible for television on mobile devices to spread to an increasing number of
users. It reached the figure of 300,000 mobile TV subscribers in Spain in 2007,
according to the annual report from the national Telecommunications Market
Commission2%3, Despite this, the figures for mobile TV use remain low.

Telefénica and the main cable content supplier have signed an agreement so
that films and football can be viewed on mobile devices, which will make Spain
one of the first countries where this will be possible.

However, the FTF experts believe that this option is among the four services that
will generate the least business opportunities in the medium term (see Figure 27).
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The programs available on mobile TV have so far been selected by the TV chan-
nels from among the programs that they consider most interesting. However, ac-
cording to the results of a survey by Netsize2%4 in 2008, users prefer more flexi-
ble models that allow them to manage the content. This service, instead of be-
ing a television schedule in the real sense, consists of downloading content or
streaming videos of programs that have already been broadcast.

According to a study conducted by The Cocktail Analysis295, what consumers are
most interested in seeing on mobile TV are news programs (see Figure 36).

Average rating

News

Music

Weather info

Movies

Sports

Humor

International series

Adult animation

Documentaries

Spanish programs

Late shows

User-generated content

Adult programming

Based on: full sample.

Figure 36. The most interesting content on mobile TV.
Source: The Cocktail Analysis.

According to the study, only 17% of those surveyed expressed an interest in
watching television on their mobile phone when they were at home.
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The study concludes that although the operators and content providers want to
encourage mobile TV use, the main problem that they face is that users are not
interested in it (less than 45% expressed interest).

Despite this, a gradual increase is anticipated internationally during the coming
years (see figure 37)206,

Million viewers
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Year

Figure 37. Anticipated increase in mobile TV viewers.
Source: Survey conducted by VAS Research.

In order to open up mobile TV services to the largest number of consumers, all
the players in the mobile market must work together to mitigate the negative ef-
fects of:

m Price established by the operators. Current pricing models will be the main

restriction on the use of television on mobile devices, due to users having the
feeling of losing control over their expenditure and being unwilling to pay for
something that is free at home. The operators must establish flat-rate subs-
criptions that give back the feeling of control to the consumer.

m Technology standards. There are currently nine types of technologies distri-

buted all over the world. The challenge for the sector is to standardize them
in order to facilitate visualization of content by all users, with the lowest
adaptation cost. In November 2007, the European Union accepted the DVB-
A standard for the broadcast of mobile TV, which came into effect in Spain in
March 2008, although other technologies may be accepted by each member
state. In other regions, such as in China, which has five standards, standardi-
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zation remains a slow process. This is delaying the spread of mobile TV.
NextWave2%7 has developed integrated solutions for television using UMTS
and WiMAX, which aim to cut costs for operators and improve profitability.

Although the television operators will simply require prior admi-
nistrative authorizations, it will be necessary to distribute the frequencies on
which television will be broadcast. Meanwhile, the fact that the service is new
means that governments must consider a number of issues that guarantee
consumer transparency and security: should mobile TV be regulated in the
same way as traditional TV? How will the convergence between the wireless
and television sectors be regulated?

An analysis by the consulting firm Frost & Sullivan2%® showed that mobile video
services have enormous growth potential, which makes them applications that
are certain to create alternative sources of revenue for the operators.

However, for this to happen, an astronomical investment is necessary to adapt
the content to mobile format, which could lead to a decline in ARPU (average
revenue per user). If operators want to increase the use of mobile video, they
should offer more free content, as the limitations of these devices, such as size
and duration of content, do not encourage the purchase of films.

An example of an entrepreneurial company in this area is ComVu2%?, which sells
a video broadcasting service on the Internet (webcasting) from mobile devices
(mobile webcasting). The Livecast software enables videos to be watched while
they are downloading, i.e., without waiting, which can be done anywhere and at
any time using a mobile device or PC. Livecast provides a simple and straightfor-
ward way of recording and sharing videos.

The iPhone, a success in the area of mobile TV use, is going to become an es-
sential device in driving up the use of videos and television on mobile handsets.
The factors behind the success of the popular telephone are its technical specifi-
cations (more internal memory than other handsets and low battery consump-
tion), access to a wide range of TV and video content via iTunes, and its high-
quality panoramic screen.

Hungama Mobile?10 has developed software that allows films produced in Bol-
lywood to be viewed on a mobile device?!!, thanks to a decrease in quality,
which allows the contents to be watched without taking up too much space on
the device. This alliance will enable agreements to be established to distribute
content directly onto the memory cards of device manufacturers. Films are also
available on mobile portals such as the one of Hungama (Indianfm.com).
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The international association of mobile operators GSMA?2!2, and the Company
Mofilm?213, which specializes in distributing short videos and film content for mo-
bile devices, presented a sample of short films at the Barcelona Mobile World
Congress (MWC) which included new films from film festivals including Cannes
and Sundance. More than 16,000 copies of five short films produced especially
for congress visitors’ telephones and mobile devices were distributed to those at
the MWC, which they were able to download using Bluetooth, memory cards, an
SMS service and touchscreens.

Organizing a trip for business or pleasure can create many a headache, for both
the end user and the company or travel agency hired to do it (purchasing tick-
ets, reserving hotels, coordination of schedules, etc). This could be easier in the
near future, as it will allow those making trips to download all the services di-
rectly onto their mobile handsets. In the future, this channel will enable any
transport-related procedure to be dealt with:

The airlines have developed services for mobile devices including: real-time
air-traffic information, updated departure and arrival times, flight reserva-
tions, automatic check-in, boarding and payment. Some Spanish companies
have already started to implement these services: Spanair2i* offers the elec-
tronic boarding card, which is sent to mobile handsets, and has installed ma-
chines for scanning and printing the code. Iberia2!> confirms the arrival and
departure times of its flights by sending SMS. Meanwhile, mobile handsets
used as personal flight organizers can also store boarding passes, information
for checking on luggage and payment details; in short, air travel without any
paper involved. In the future, it is anticipated that mobile devices will be used
to store visas and biometric data for identifying passengers.

Mobile tickets use bar codes that are sent to the handset and which turn the te-
lephone into an electronic ticket, giving the user access to various means of
transport (trains, ships, airplanes or buses), and to cinemas, gyms, spas, etc.
The EMT (Malaga Transport Company)?216, in cooperation with Telefénica M6-
viles and BBVA, has pioneered the implementation of the mobile bus pass.

Thanks to location-based systems (see section 4 of this chapter), busines-
ses and families can locate their traveling employees or relatives at any time.
Meanwhile, users can receive information about tourism and items of specific
interest depending on their location. The Department of Tourism of the Ca-
nary Islands Government has launched the Cicerén project, which informs
tourists about their holiday destinations via mobile phone. Users have access
to information in four languages about 56 sites located in 23 towns on the is-
lands. A similar project has been undertaken in Jerez. It involves a mobile-
based guide system, which tourists can download using Bluetooth, to see the
city’s tourist attractions and hear commentaries about them?27,
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= Use of mobile handsets as hotel keys or boarding passes: it is possible
to use mobile devices as hotel room keys using bar codes sent by MMS,
which improves customer service.

5.7.1. Figures and forecasts for use of travel services on mobile devices

In an environment like mobile data services, which is still taking shape, the devel-
opment of travel services using these devices has yet to even scratch the surface
of its potential. According to the study by Forrester2!8 on Mobile Travel Services in
the United States, in September 2007, only 8% of passengers had used a mobile
phone for activities related to these services. According to Forrester219, users are
mainly interested in being able to check in for their flights (see Figure 38).

Total
Checking in to a flight using a 21% 599
mobile device
Receiving airport traffic alerts
via text messaging prior to 16% 55%
departing a city
Checking in to a hotel using o,
a mobile device 19% 54%
Checking out of a hotel using o o
a mobile device 21% 54%
Receiving traffic alerts via text
messaging on your mobile device 13% 50%
when you arrive in a city
Booking a hotel using 41%
a mobile device
Entering business trip expenses into
a online expense reporting 40%
application on your mobile device
Booking a flight using 39%
a mobile device
Researching flights using your
mobile device 39%
Researching hotels using your
mobile device 38%

[ Somewhat useful Very useful

Base: online North American business travelers who own any type of mobile
phone (multiple responses accepted).

Figure 38. Most useful travel applications on mobile phones.
Source: Forrester's NACTAS Q4 2006 Survey.
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Barriers to the expansion of these services include users’ reluctance to
pay from their mobile phone, which is the case nearly 50% of the time, ac-
cording to the survey conducted by North American Technographics?2%. 40% of
those surveyed said that their handset screen is not big enough to see this infor-
mation properly, and 30% said that access to the Internet from their device is
slow. Another of the reasons mentioned for not using it is a lack of confidence in
security when making payments or unfamiliarity with the mechanism being used.

The launch of flat-rate subscriptions by the operators and improvement
of the devices’ usability and data transmission, which will be a result of
the opening, will therefore have a positive effect on the use of this type of
services.

The key factor in the expansion of travel services for mobile devices is the de-
velopment of applications and services that the user cannot access from a com-
puter, such as check in/out for airplanes, hotel rooms, etc. It is also extremely
important to understand that taking advantage of all these possibilities offered
by mobile travel management does not involve optimizing the websites of air-
lines, hotel chains or travel agencies for mobile handsets, but instead develop-
ing “mobile sites” which enable users to carry out new procedures.

Mobile devices have always helped people stay in touch. However, their current
function is more extensive, as they now play a role in healthcare. Today, devices
provide solutions for long-distance monitoring of the progress of at-risk patients
(in some cases of asthma, diabetes, heart problems, etc.) or elderly people.

The objective of telemedicine is to check on the state of patients once they
have left hospital, so that they can live a normal life. The main beneficiaries of
this technology will therefore be the elderly or those with chronic diseases.

It is operated by means of sensors that detect possible variations in established
parameters (for example, a fall sensor for elderly people, measurement of heart
rate, blood sugar levels, etc.), and activate an alarm that sends a signal to the
hospital, in order to take the necessary preventive measures. Location-based
systems are essential in this field, as they enable the patient’s location to be pin-
pointed exactly, with no need for the patient to provide this information.

The spread of this type of services to a larger number of consumers will provide
clear benefits for both patients and doctors, and for the healthcare system and
the telecommunications sector. The opportunities increase exponentially when
developing countries are taken into consideration (see Chapter 7).

Mobile technology will benefit patients by automatically sending emergency
calls to the hospital and sending the documentation that enables them to be ad-
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mitted immediately, which will lead to enhanced monitoring of their illnesses. It
will also allow for payments to be made for medical services using the handset
or the Internet.

Healthcare personnel will have easier access to the stored information on the
patient’s health insurance and medical records thanks to mobile technology,
which will also make communication between the patient and doctor possible in
real time. It will also facilitate the adoption of new information systems for car-
rying out new medical studies.

5.8.1. The opening of the market and its impact on telemedicine

The objective in the telemedicine field is to achieve distribution of a single tech-
nology that is the same for all patients. To do this, it will be necessary to make
systems that are easy to use and mobile, while providing the necessary func-
tionality and the ability for two-way communication between patients and med-
ical centers.

The Center for Cell Phone Applications in Healthcare (C-PAHC) division of Med-
ical Records?2!, has been developing this type of medical system for more than
25 years. They are trying to promote continuous care, supported by a system
that contains the patients’ records, and information on their health insurance.
Another of their objectives is to achieve interoperability between mobile devices,
so that they can connect to each other and improve communication between pa-
tients and medical centers. In addition, they want to provide patients with a tool
that enables them to handle all the aspects related to their ililness and to have a
mobile documentation system.

However, in order to turn mobile devices into telemedicine devices, a number of
conditions are necessary:

There must be a universal platform that allows any type of mobile phone to be
used, and cooperation among all the mobile operators in the geographical area.
Guaranteeing information security.

Usability of mobile devices.

Software developers must design attractive solutions that benefit patients
and doctors.

If all these conditions are met, the development of telemedicine is likely to in-
crease significantly. Some forecasts suggest that more than ten million users
may have access to basic applications by the end of 2009.

However, for all this to take shape, progress is needed in the development of
sensors that can measure blood pressure, temperature and heart and respira-
tory rates, among others. It is also necessary to develop electronic media for da-
ta processing and guarantee access to telecommunications networks, using ei-
ther standard Internet or wireless services.
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5.8.2. Some telemedicine success stories

The University of California has developed an application for mobile devices
that adds a microscope function and enables them to identify the parasite that
causes malaria, send the information over the Internet and provide a diagnosis
in real time.

Mobile operator Verizon222 modified the 5200 model of LG’s mobile handset to
provide a service that measures blood sugar levels. The Glucophone performs
glycemia analysis and stores the results in a database on the phone as well as
an online disease control center.

Nokia223 and Roche Diagnostics?2* have developed an application for monitor-
ing patients with diabetes using the mobile phones. It is a solution that com-
bines the Internet and wireless services, using software that enables these pa-
tients to be connected with healthcare professionals at all times. This application
is currently available in around 40 hospitals and more than 150 patients are par-
ticipating.

Gentag?2®> has developed a technology for mobile handsets that uses radiofre-
quency waves and wireless technology to read the user’s sensor information.
The company has focused on the development of applications related to health-
care, so that users can use their telephone as a temperature gauge. For exam-
ple, this enables parents to keep a remote check their child’s temperature, or to
use it as a sensor to check blood sugar levels, cardiac activity and the ultraviolet
rays to which the user is exposed. Gentag is developing the technology that will
be used in the future to make mobile handsets act as carbon monoxide sensors.

XVivo226 is an animation company that works in the health sector and antici-
pates a future in which mobile systems will be used by pharmaceutical compa-
nies to show how a medical prescription affects a patient’s body. Furthermore,
thanks to intelligent robots, it will be possible to detect wounded troops in the
army, retrieve them wherever they are, analyze the seriousness of their condi-
tion, carry out a scan and compare it with another normal one from the same
patient, in order to detect and cure wounds.

The Xanit International Hospital?2’ has implemented monitoring systems for
its patients with pacemakers and defibrillators that can undergo an implant,
which consists of a handset that gathers information from these devices at a set
time and automatically sends it to the doctor. The doctor receives this data via
email, fax or SMS on their mobile handset.

The MobiHealth project?2® has developed the teletrauma system based on 3G
technologies. Its functions include the possibility of treating pregnant women,
thanks to several sensors that register parameters such as the heartbeats of
mother and child, intrauterine activity, etc. All of this information is sent to the
hospital, which makes remote monitoring possible.
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A whole world of services in the consumer’s pocket

The declining value of voice services is forcing the sector to focus on data serv-
ices. Of all these, the FTF experts anticipate the greatest success for location-
based services, which allow for the identification of users and personalization of
the range of services, as well as mobile social networks, which add a new di-
mension to social relationships. There is a very wide range of existing data serv-
ices, including m-banking, m-payment, interactive games, music, travel servic-
es, medical applications, etc. However, there is still a long way to go in terms of
innovation and adaptation to customers’ needs.

Indeed, these services are at a very early stage and have yet to take off as an-
ticipated, due to reasons that are highly varied but present across the board,
namely: the diversity of standards, the fragmentation of devices and their tech-
nical limitations, the reduced spectrum, the underdevelopment of applications
and platforms, the shortage of affordable prices enabling users to monitor their
expenditure, and the lack of confidence due to the insecurity of mobile networks.
These are among the major challenges currently facing the sector.

How this situation evolves will depend to a large extent on the gradual opening
of the market. On one hand, users do not perceive any added value in the new
services offered by operators. As such, not only is there a need to clarify the va-
lue added, but also to offer new personalized services and location-based servi-
ces and to develop specific content for this field. On the other hand, users are
not being offered alluring prices that encourage the use of data services; in fact,
they have no clear pricing systems that allow them to keep tabs on their expen-
diture. Finally, it is necessary to ensure mobile users’ security and privacy, in or-
der to win their trust and encourage the progress of services such as m-com-
merce and m-banking.

For emerging countries, this market opening is crucial as their mobile handsets
promise to bridge the digital gap and include them in the Internet revolution.
However, many of these countries do not even have access to networks or elec-
tricity, which means that the first step must be to create stations with renewable
energies (wind power, solar power, etc.) that are able to boost development.
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