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"The early days of mobile telephony”
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"The Fun Generation”
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Complexity increases
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Typology of mobile data services

Person- centric
Oommunication (P2P)

Mobile Services Machine- centric
communication (P2C)
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"Person-to- Person" ("Person-to- Content")
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person content

Voice call B MMS based
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B Browser -
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The challenging world of mobile

services business
. B

How to
succeed in
the mobile

services

Complexity of
services

Environmental
change the industry

Maturity of
the market

Based on Vesa (2005), Mobile services in the networked economy, IRM Press

© Jarkko Vesa (2005) 7
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Key trends in the mobile services
Industry: The Three "C's"

Com plexity The increasing complexity of products/ services,

of industries, and of mobile services markets.

Collaboration The increasing need for extensive collaboration

between
companies over traditional industry boundaries.

Coordination The increasing need for "orchestration" and
coordination
of extensive business networks (a.k.a. business
ecosystems)

© Jarkko Vesa (2005) 8
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On theories of

complexity, collaboration,
and coordination
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Coordination of complex goods
. B

« Acomplex good

« "an applied system with components that have multiple
interactions and constitute a nondecomposable whole"
(Mitchell & Singh 1996)

e The overall performance depends on component performance
("the weakest link").

« As aresult of these multiple interactions, "the components require
close configuration for reliable performance”.

e "Complex goods cannot be separated into components without
degrading capabilities."

« The billion dollar question

 |tis possibleto decompose - or to "modularize" - mobile
services without degrading the capabilities of the service?

ko Vesa (2005) 10
ﬁﬂi
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bility, Motivation and Opportunity
MQ) are vital elements of successful

ETV O

WAP services \/
Ability to communicate gys ok!

or to use the service Mwms v

P N Ease- of- Use
Ability

WAP services \/
SMS ok!

WAP services

MMS \V} I?/IMIVISS ok!
Usefulness Availability
Value
Reason to go through all the Access to the communlcatl
trouble to be able to communicate system (i.e. suitable deV| n“|
or to use a content service connection to the service)

AdapdfromMacInnls and Jworski, 1989 SRR Vesa (2005) 11
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Diffusion of communications
echnology: technology- centric vs. user-

::entric u

"TOP- DOWN”

Technology- centric
approach
_____ >
Investment User-Centl‘iC’A
in technology /’ approach

and marketing
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Three distinct domains of complexity

In e
the mobile.services INdUSty e ———

The complexity
of mobile networks
(technical)

The complexity of The complexity :
end- user market the mobileindu
(commercial) (collaboration)

e (200> 5
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Two major difficulties in the

commercialization of complex goods
. B

e Firstly, companies must "develop and maintain the ability to
produce and coordinate the many dissimilar components" (Mitchell
& Singh, 1996)

* In the mobile services industry this refers to the fact that all
three elements - networks, terminals and services - must be

commercialized in parallel.

« Secondly, managing complex processes requires complex and

often expensive organizational structures.

 Maintaining this kind of high degree of variety in organizational
structures requires costly interactive mechanisms.

ko Vesa (2005) 14
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Market uncertainty, environmental
shocks and the dynamic boundaries of

L ===

e The role of market uncertainty

* Pioneering firms may be forced to undertake many states of

activity in order to create credibility for a radical new industry
(Harrigan, 1984)

e e.g. NTT DoCoMo's active role in developing the Japanese
mobile services market (Kodama 2002, 2003)

e Environmental shocks

 An industry may experience a major shakeout, after which the
industry looks very different.

 Mitchell and Singh (1996) call these situations "environmental
shocks" which can be described as "sudden and substantial
changes in technology or market segmentation”

* the ability to respond to external shocks depends partly on the
collaborative approaches firms have chosen (development-

oriented vs. marketing- oriented approaches).

© Jarkko Vesa (2005) 1%
- ... -
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Efficient boundaries of firms are
dynamic

* "The technology on which a firm's capabilities and products rest
usually evolves from a period of flux with high uncertainty to one
of incremental innovation and relatively low uncertainty" (Afuah,
2001)

 Various industries oscillate between cycles of high uncertainty and
competence- destroying discontinuity, and periods of lower
uncertainty and incremental innovation.

- efficient

- o

« The conclusion: optimal integra
boundaries of firms ar

20 g

Periods of flux with

high uncertainty and
competence- destroying
discontinuity

Periods of
lower uncertainty and
incremental innovation

© Jarkko Vesa (2005) 16
%
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Evolution of firms and industry

boundaries - some conclusions
. B

e The focus is shifting from firm level to network or industry level

analysis.

-~ * Boundaries are less clear: It will be increasingly difficult to the
where a firm, a business network, an industry, or an ecosystem

begins or ends.

e Boundaries are dynamic - they change constantly and these

changes are driven by factors such as maturity of the market, market
uncertainty, environmental change, technological change, regulation,
and so forth.

e Timing is essential: The world is not linear, and tomorrow is not
necessarily like today - an optimal structure may change over time as

the markets, technology, or. consumer behavior change. 17
-
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Mobile services In three markets:
Japan, Finland and the UK

18
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The vertical and integrated
structure
of t

:

"Operator-driven business model"
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NTT DoCoMo as a Content- Centeric
Value Chain Coordinator

NTT DoCoMo describes the role of i- mode in the Japanese mobile

Internet ecosystem as "content- centric value chain co- ordinator"
(Hirano, 2002).

The mobile service value chain is alayered model where various
layers require different kinds of skills and resources:

in the handset layer the important attributes or success factors
are size, weight, battery, and price;

in the network layer, good coverage and packet- based
technogy;

in the server layer, servers must be based on solid technology;

in the marketing layer, it is important to keep marketing

messages easy to understand and to keep it consumer oriented -
not technology oriented

well- balanced and high- quality content is the most important
NTT DoCoMo (20021 + A | © Jarkko Vesa (2005) 20
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Mix-and- match, PC- like
horizontal structure of the Finnish

fcuine
agislation
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|
|
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"(Handset) Vendor- driven business model"

kko Vesa (2005)
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Leading European mobile operators

started to challenge Nokiain 2002

It’s Mobile Operators vs, Hands t Makers
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The "tilted"” or "hybrid" model of
the UK mobile services industry
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Examples of mobile services of the five
leading operators in the UK market
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dynamics:
The Double Helix model (Fine,

. Finland
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Ako Vesa (2005) 25
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The forces of change identified by

Fine in the Double Helix model

 Forces pushing the vertical and integrated industry structure
towards a horizontal and modular configuration:

* (1) Niche competitors. "The relentless entry of niche
competitors hoping to win business in discrete industry
segments.”

e (2) High dimensional complexity. "The challenge of keeping
ahead of the competition across many dimensions of
technology and markets."

e (3) Organizational rigidities. "The bureaucratic and
organizational rigidities that often haunt large, established
companies.”

© Jarkko Vesa (2005) 26
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The forces of change identified by
Fine in the Double Helix model

 Forces pushing the horizontal and modular structure towards a
vertical and integrated configuration:

* (1) Technical advances. Technical advances in a subsystem

can make that "the scarce commodity in the chain, giving
market power to its owner."

e (2) Supplier market power. "Market power in one subsystem

encourages bundling with other subsystems to increase
control and add more value."

* (3) Proprietary system profitability. Market power

"encourages integration with other subsystems to develop
proprietary integral solutions."

The conclusion: Industry structures "should not be expected to be

stable", rather they seem to "cycle between integral/ vertical and
horizontal/ modular forms" (Fine 2000, p. 217)

© Jarkko Vesa (2005) 27
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The Finnish mobile market Is
currently in turmoil

 According to MIT professor Charles Fine (1998), "horizontal
structures tend to create fierce, commodity- like competition
within individual niches", and eventually, "a shakeout typically

= occurs" (p. 47)

The competition is currently focusing very much on price as all
three 2G/ 2.5G networks offer high quality services and have
extra capacity.

Mobile call tariffs are among the lowest in the world - and still
decreasing.

In a saturated market with no bundling and free mobile
number portability, operators are trying to steal customers
from each other (churn rates for the three leading mobile
operators were 33 - 50%in Q1 2005).

The size of the Finnish mobile services market is expected
to decrease by 20%in 2005 due to "hyper- competition" and
price erosion.

© Jarkko Vesa (2005) 28
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Even the Prime Minister has
expressed his concern

"Operators are tripping
OP f the information society"
: Matti Vanhanen
P Wt e b e o o et o vt i sl ....m..m The Prime Minister of Finland

turve pritpibaiild edetivtiia erds o |RinislE bekiivsiciedstees

""Operaattorit kampittavat
tietoyhteiskuntaa”

Thdikon haastamelosss paaministert Maml Vanhanen on Vanhanen itse on hylinmt salklansa ja laottaa siihen
Insofissaan gilil, kainkca teleoperaattorit keskittyvdt ifmai- etta asialdrjat ja papent ovat sihkdisessd muodossa hyd-
mpuhﬂhuj uumﬁ‘nunw.nks] umnessa on pu-  hoopneen Hetokoneslla. Eniten hin k3yttdd tietokonetts
dottu palvelui hteellisesti alaspliin, Tietoyhtelskun-  pdntekoon ketomann.

man kehitys o u]mm Bivut & o B

ITviikko 3.2.2005 ko Vesa (2005) 29
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The buzzword this fall is "free"

Helsingin Sanomat 26.8.2005
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The current trend iIs alarming:
monthly ARPU Is going down fast

Monthly ARPU (in euro)
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Increasing data- ARPU (mainly SMYS)
does not compensate the revenue

IOSS . E O —

Non- voice services as a percentage of service revenues
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ko Vesa (2005) 32
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Applying the Strenght of Network
construct to mobile services

Markkf— - —————

Construct Japan the UK Finland
(1) Stand- alone product performanc (18) (10) (7)
- network 4 2 2
- handset 5 3 2
- services 5 3 2
- content 4 2 1
(2) User network (21) (A7) (16)
- current size 5 3 1
- expected future size 5 4 2
- compatibility among members 4 3 4
- accessibility of network 3 3 5
- quality of users 4 4 4
(3) Complements network (5) (3) (2)
- make the focal product more productive

or complete
(4) Producer network (5) (3) (2)
- functionally equivalent to the focal product
- compatible with the focal product
Total score 49 33 27

33
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Future challenges of mobile
services: Case Finland

34
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he Challenge of the future: how to
each critical mass in small markets

i i
i
Content i

Services & Apps

Service operators

Network operators 3 1,000 >
Mobile Internet subs % B — U 100i
i 4 :!Qm ‘‘‘‘ <N 15 >
Mobile p hone subs Allim \ :ﬁiﬁiﬁﬁﬁ“‘“" _2_’_ _____ 3 |
Population B &= oo
- A < : 49m
LIkl Finland o 5m

e (200> >3


http://www.hkkk.fi/

Small head, fat midriff and weak
legs
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"The mobile industry of Finland

IS in poor condition. It has a
ettt small head, fat midriff and weak legs."
5T e (MobileMonday, 14 Sep 2004)
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What do the numbers reveal?
s ..
Japan Finland

Content providers +100.000 1.000 t}";gﬁ?eﬂf?r%?,rider<
Services and applications +10.000 100 Limited number

of mobile apps
Service operators 4 15 Large number

of (service) operator
Network operators 3 3
Mobile Internet users 72 m 07 m l(_rig]rit-esdl\/lds?ta usag
Mobile phone subs 83 m 4.9 m High penetration
Population 120 m 5m Small market

© Jarkko Vesa (2005) 34
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How is the Finnish mobile
services market going the tackle

the et = —

Com plexity The increasing complexity of products/ services,

of industries, and of mobile services markets.

Collaboration The increasing need for extensive collaboration

between
companies over traditional industry boundaries.

Coordination The increasing need for "orchestration" and

coordination
of extensive business networks (a.k.a. business
ecosystems)

ko Vesa (2005) 38
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Conclusions
. B

* The success of mobile data services in the future calls for a clear
operator control and guidance in order to offer arich user
experience in mobile multimedia content and services (a "complex
good").

e The best way for companies to survive in the current
transformation of the mobile industry is to look for new ways to
cooperate with suppliers, partners, customers, and even with
competitors.

» Business networks are argued to increase flexibility and to
provide access to skills and competencies of partners. However,
these networks need orchestrators, or "value- chain
coordinators" in order to succeed.

e Afundamental question for the European mobile services
iIndustry is whether it is possible to the market mechanism when
dealing W|th complex goods or services - it may work for

stichrsasthe PC industry, but complex39
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More about the transformation of the
mobile industry and seeamless
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Multi-Channel World

Success Factol
for E-Business

Introduction: Toward Seamless Multi-Channel Services 1

Chapterl

Introduction:
Toward Seamless
Multi-Channel Services

Veikko Hara, TeliaSonera AB, Sweden

Karri Mikkonen, TeliaSonera AB, Sweden

Timo Saarinen, Helsinki School of Economics, Finland

Markku Tinnila, Helsinki School of Economics, Finland

Jarkko Vesa, Helsinki School of Economics, Finland

Abstract

The convergence of ir i hnole icatic and content
g &Y,

raises the question of how service and content providers can best guarantee
a seamless customer experience in a multi-service, multi-channel, and

. . it giae multi-device business environment of tomorrow. In this chapter, we argue
Timo Saarinen « Markku Tinnila « Anr i e
Jorces with new types of channel parmers called service mediaries. In this
chapter, we analyze the current structure and future trends of multi-
channel service delivery by using two frameworks: the BUMMAT model
(Kallio et al., 1999), which focuses on service delivery from end-user
perspective; and the Future Value Chain framework (Hara, 1999), which
describes the layered structure of the future service delivery business. By
. ing these two perspectives, we offer an in-depth analysis of the
various tasks and processes that are needed in order to deliver the new
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