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Foreword

Foreword

This document represents the results of a Thought Leadership Forum “The Road to Convergence”
conducted on October 4, 2005 in Rüschlikon/Zürich, together with sector analysis before and after
the event. The Forum gathered together key opinion leaders and stakeholders from across the
telecom, Internet, media, and entertainment sectors to strategize and debate the impact of
Convergence on the future of their industries.

Why the Thought Leadership Forum?

In this world of increasing specialization, which is more than offset by escalating connections and
globalization, our best chance for insight is often not individual or specialized experts but through networks.

The Thought Leadership Forum (TLF) is a daylong business think tank that brings together key
stakeholders and opinion leaders from business, industry, government, academia and society to
engage in intense dialogue on strategic topics critical to business. 

Those gathered become a knowledge network that assesses issues critical to industry growth and
development from a diversified perspective. The TLF encourages peer-to-peer understanding and
engagement and facilitates business innovation and strategy development by providing the platform
and tools that help industry leaders and subject matter experts exchange ideas and insight within a
stimulating and protected environment. 

The TLF is one of many platforms and services that First Tuesday offers to communicate trends and
drive industry change. It actively applies the philosophy presented by James Surowiecki that, “under
the right circumstances, crowds are remarkably intelligent, and are often smarter than the smartest
people in them.”1

The Issue

Convergence at the outset may seem like a simple and user friendly concept yet carry it a little further
into the future and you are overtaken by the sheer magnitude of the converged landscape. It spans
many formerly distinct industries like IT, Media, Entertainment, Telecom, and Consumer Electronics.
There is also a myriad of many sub-industries like videos, gaming, music, PC software and hardware
makers, interface designers, mobile and fixnet operators, ISP’s, MVNO’s, and network equipment
providers. 

Take these industries, factor in an equally long list of global and national regulatory bodies, and throw
technology, infrastructural issues and consumer and corporate demands into the mix and the road to
convergence no longer appears so simple but rather lined with obstructions and detours, some
foreseeable, others not.

It is behind the backdrop of these uncertainties and questions that First Tuesday Zurich organized The
Road to Convergence TLF as a way of identifying and exploring the internal and external forces
shaping these industries in order to better position us to consider the implications and possibilities for
the future. 
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Foreword

Scenario Planning 

The Road to Convergence TLF included scenario planning as a tool to chart the possibilities for the
future in the midst of rapid change and uncertainty in the TICE (Telecom, Infocomm, and
Entertainment) industries. Scenario planning challenges us to lay aside our own prejudices and
assumptions on trends and phenomena that are oftentimes the roadblocks to the creative thinking
required for developing successful strategies. Scenario planning was chosen as a knowledge and
learning tool because it forced decision makers to closely consider the possible paths of development
for these industries and identify the factors (both controllable and uncontrollable) that will affect those
paths. 

The Format

The Road to Convergence TLF was comprised of a structured closed-session discussion among an
exclusive group of Thought Leaders that took place in the morning and afternoon at the Gottlieb
Duttweiler Institute (GDI) in Rüschlikon, Switzerland. Thought Leaders are carefully selected based
upon their knowledge, experience and perspective. This year’s The Road to Convergence TLF drew
Thought Leaders from a wide range of corporate enterprises and organizations. Some were from
industries directly involved in convergence: telecommunications (Swisscom, Orange, cablecom);
device manufacturers (Ericsson, Siemens, Nokia); software, media and content (Microsoft, Yahoo,
PlayLouder, Ringier). Also present were major companies deploying convergence internally (Swiss Re,
Roche Diagnostics) alongside representatives of the corporate consulting industry
(PricewaterhouseCoopers, IBM), government (the Swiss Federal Office for Communication, Swiss
Science and Technology Council) and academia (University for Applied Sciences & Art Zurich).

The second part of The Road to Convergence TLF was the evening session during which the results
of the Thought Leaders during the day session form the basis of an interactive discussion with the
audience in plenum. To further enrich the dialogue, additional features were added to the evening
program including keynote presentations, a panel discussion, workgroup activities and a general Q/A.
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The Results

The results of The Road to Convergence TLF including Thought Leader interviews, commissioned
research, keynote speeches, panel discussions as well as the scenarios and stories from the closed-
day session can all be found in subsequent pages of this book.

Special Thanks

First Tuesday would like to thank our Partners at PricewaterhouseCoopers and Nokia for their
generous support of this Thought Leadership Forum. We would also like to extend a grateful thanks
to our knowledge providers Evalueserve, who provided the industry background research found in the
Thought Starter. 

We would also like to thank those partners who also donated time and resources towards the
production of the Forum including: Ultra Images, who provided the production support for the
magazine stories, Hugo Schotman, who provided iPodcasting services, Bruno Giussani, who
navigated us through the evening session and Marc Spiegler, who lent us his journalistic and editorial
support in the creation of the magazine stories. Last but not least, we would like to thank our table
facilitators (Jukka Alvesalo, Jodi Engelberg, Chris Gopsill, Patrice Gorin, Giovanni Perone, Hugo
Schotman, and Patrick Staehler) who helped guide the table discussions throughout the day and
evening. 

Sincerely,

Susan Kish Sharolyn S. Reynard
CEO Executive Producer
First Tuesday Zurich First Tuesday Zurich 

THOUGHT LEADERSHIP FORUM

First Tuesday Zurich, May 2006 05



Thought Leaders



Name

Sergio Bellucci

Christoph Brand

Christoph Cronrath

Henrik Czurda
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Keynote Presentations:

Paul Hitchman
Co-Founder & Managing Director, PlayLouder MSP

Jeff Bonforte
Senior Director, VoIP Products, Yahoo! Inc. (USA)

Thought Leaders

Title & Company Name

Director, Centre for Technology Assessment (TA-SWISS), 
Swiss Science and Technology Council

Chief Strategy Officer, Swisscom AG

Head of New Business Initiatives, Roche Diagnostics

Head of Group IT, Strategy Office, SwissRe

Senior Consultant, Global Technology Centre, Menlo Park Europe, PricewaterhouseCoopers 

Deputy General Director, Federal Office for Communication (BAKOM)

Partner, Technology, Infocomm, & Entertainment, PricewaterhouseCoopers

Head of Product Development, Sunrise/TDC Switzerland

Head of Strategy Deployment and Assistant to the CEO, Ringier AG

Managing Director, chilli mind GmbH

CEO & Founder, Ultra Images AG

Founder, Value-Grid-Partners

CEO & co-Founder, a-connect AG

Course Director, Mobile Application Design, 
University for Applied Sciences & Art Zurich (HGKZ)

Principal, Business Advisor Global Services, Ericsson

President, Enterprise Sales, Siemens AG

Director, Global Market Positioning, Alcatel (UK)

Head of Convergence Development, Orange Group

Manager, Networking Services, IBM Global Services

Senior Manager, Enterprise Voice Solutions, Nokia (Finland)

Senior Partner & Head of Product Development, Open Business Club

Director, Technology & Strategy EMEA, Avaya

Business Consultant, Swisscom Innovations

President, TUESDAY Business Network Prague

Senior Manager, Wireless Business Development, cablecom GmbH

Director, Mobility Solutions Sales EMEA, Nokia

Director Group Services, mobilkom austria

CEO, Evalueserve

Manager of the Communications Sector Alps, Microsoft

Partner, Technology, Infocomm, & Entertainment, PricewaterhouseCoopers
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Dr. Sergio Bellucci
Director, Swiss Centre for Technology Assessment (TA-SWISS),
Swiss Science and Technology Council

Dr. Bellucci has been Director of TA-Swiss since 1996. He received a degree in
Agronomy from the Swiss Federal Institute of Technology in Zurich in 1976, and a
doctorate at the same Institute in 1980. He then became a researcher at the Agro-
Division of Ciba-Geigy in Basle. In 1989, he became Director of the Centre for

Continuing Education at the Swiss Federal Institute of Technology in Zurich and in 1993 Director of the
Management and Technology Institute at the Technopark in Zurich.

Dr. Sergio Bellucci is a member of several groups, commissions and projects addressing the issue of “science,
technology and society”, such as the European Parliamentary Technology Assessment Network (EPTA) and the
International Network of Agencies for Health Technology Assessment (INAHTA).

Jeff Bonforte
Senior Director, VoIP Products, Yahoo! Inc.

Jeff Bonforte is a recognized Silicon Valley entrepreneur and technology evangelist.
He is the founder and former CEO of online storage pioneer, i-drive.com. He was the
VP of Marketing for Larry Ellison's startup, New Internet Computer, was the President
of SIPphone as well as the founder of the praised Skype competitor, Gizmo
(www.gizmoproject.com). In August, Jeff joined Yahoo! Inc. to run its global voice

product development and management. 

Jeff lived for two years in Switzerland between startups. He is an avid skydiver, and looks forward to returning
to Switzerland to live in the future.

Thought Leaders
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Christoph Brand
Chief Strategy Officer, Swisscom AG

Christoph Brand was recently appointed as Chief Strategy Officer of the Swisscom
Group. Prior to this, he held positions within Swisscom as Head of Fixnet Wholesale,
as CEO of Bluewin and in international M&A. 

He graduated from University of Bern and lives in Zurich, Switzerland. 

Christoph Cronrath
Head New Business Initiatives, Roche Diagnostics

Christoph Cronrath is responsible for new Business Initiatives at Roche Diabetes
Care. Over the past few years he has led many activities and projects in the field of
telemedicine together with larger telecommunications companies as well as start-
ups. He is also responsible for implementing numerous solutions in this field enabling
people with diabetes and their healthcare professionals to better manage diabetes by

using modern communication technologies.

Prior to his current role, he held positions in Strategy, Business Development and Marketing in the Diagnostics
and the Pharmaceutical Divisions of Roche as well as working for the German Ministry of Research and
Technology in planning, implementation and evaluation of health care funding programs for academic and
industry research.

Chris holds a PhD in Biology and a master in Economics.

Thought Leaders
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Henrik Czurda
Head of Group IT, Strategy Office, SwissRe

In October 2004 Henrik Czurda joined Swiss Re as Head of the Group IT Strategy
Office. Working in collaboration with the Group Information Officer and senior
business executives he developed Swiss Re’s new IT strategy and initiated the first
steps in its implementation. He also assisted in defining Swiss Re’s new global IT
organisation, into which all decentralised IT units have been integrated. Prior to this

post, he worked as an independent management consultant with CH Quadrat as well as with Bank Julius Bär
as Head of Business Technology of their business line private banking and as Head of the IT Strategy,
Architecture and Security Department.

From 2000-2002, he worked with The Boston Consulting Group as a project leader focusing on IT and e-
commerce strategy projects in the financial services area. From 1998-2000, he worked with Arthur Andersen
heading up their Swiss-wide eBusiness Trust and Assurance Group, which included operational risk
management projects, and the Information Systems Audit Group. From 1993-1998, he worked with Revisuisse
Price Waterhouse.

Henrik Czurda is a member of the IT Committee of the Swiss Institute of Certified Accountants and Tax
Consultants and holds a PhD from the University of Zurich, Switzerland, Faculty of Economics, Business
Administration and Information Technology.

Kevin Findlay

Senior Consultant, 
Global Technology Centre, Menlo Park Europe, PricewaterhouseCoopers

Kevin is a Director with the Menlo Park Europe Technology Team and is responsible for
electronics, semiconductors and advanced technologies. Kevin has over 14 years
experience in the Semiconductor, IT and Software industries and advises
technology companies and venture capitalists on strategy and technology trends.

Kevin has performed numerous technology due diligences in advanced materials, semiconductor and
embedded software sectors.

Kevin holds a PhD in Low Cost Stereo CMOS Machine Vision Architectures, an MSC in Computer Science
and a BSc (Hons.) in Electronics. All these degrees were from the University of Edinburgh. From his time in
Munich, Kevin speaks fluent German and has a number of publications.

After his PhD Kevin held a Guest Scientist position with Siemens/Infineon Microelectronics Electronics and
Telecommunications Centre in Munich. There he designed high speed Silicon Germanium fibre-optic circuits.
Other freelance positions included IT technical architecture and project management positions with the Royal
Bank of Scotland, BP Exploration and NCR Financial Services ATM section. During his PhD, Kevin also
worked with VLSI Vision Ltd. (now part of ST Microelectronics) developing software and hardware for CMOS
camera sensors.

Thought Leaders
THOUGHT LEADERSHIP FORUM
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Peter Fischer
Deputy General Director, Federal Office for Communications (BAKOM)

Peter Fischer has a bachelors degree in Law from the University of Geneva. He
began his career working at the administrative court in Geneva, the district court
Bienne, and in a law firm in Bern. He passed the bar exam in 1986 and between
1987-1992 he was at the Federal Ministry of Transport, Communications and
Energy, focusing mainly on Post and Telecommunications policy, surveillance of

Swiss PTT, telecommunication law as well as being responsible for negotiations concerning audiovisual and
telecommunications services within WTO and European Economical Area. 

He became Vice-Director of the Federal Office of Communications and Head of the Telecom division in
1992. Since 1995 he is the Deputy General Director of the Federal Office for Communications and Head
of the Telecom Services division. He is therefore responsible for all kinds of regulatory matters, such as
interconnection, price regulation, universal service, licensing, numbering and addressing and surveillance. He
is also coordinator of the implementation of the Swiss strategy for an information society. Peter Fischer lives
in Bern.

Julie Fitzgerald
Partner, Technology, Infocomm, & Entertainment, PricewaterhouseCoopers

Julie Fitzgerald is a partner at PricewaterhouseCoopers and is in their Technology,
Infocomm and Entertainment (TICE) group and has been the Infocomm leader in
Switzerland for the past 3 years. Julie has worked almost exclusively with clients in
the TICE area, from start-ups through to large established companies, for the last
12 years.

Prior to her joining PricewaterhouseCoopers, she worked for 2 years in one of Siemens’ research and
development departments, focusing on the development of digital cellular telephony (GSM).

She has a degree in electronic engineering and is a UK chartered accountant.

Thought Leaders
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Jerry Fohringer
Head of Product Development, Wireline & Internet, Sunrise/TDC Switzerland AG

Jerry Fohringer has over a decade of experience in the telecommunication market.
Since 2004 he has been responsible for the development of new products in the
Wireline & Internet business unit of TDC Switzerland AG. In these functions he and
his team drive the product strategies, define concepts for new products and
services, conduct feasibility studies and manage the product implementation.

Before his time at TDC Switzerland, Jerry Fohringer was manager at the Communication & High-Tech
practice for consulting company Accenture. In this function he worked on various assignments for telecom
companies in Switzerland and abroad. 

He holds degrees in electrical engineering and in industrial engineering both from the Federal Institute of
Technology in Zürich.

Dr. Johannes Freiesleben
Head of Strategy Deployment & Assistant to the CEO, Ringier AG

Johannes Freiesleben is head of strategy deployment at Ringier AG, Switzerland's
biggest publisher. The development of media economics and the emergence of new
media forms are the focus of his interest. Dr. Freiesleben has established his name
as researcher in the field of “quality economics”, analyzing the economic rationale
behind production process improvement. 

He has conducted research both at the University of St. Gallen and the University of Wisconsin, Madison,
and is a lecturer at the University of Zürich. He is an invited Professor of Management at the Catholic
University of Salta, Argentina, and founder of an internet consulting company. 

In the past two years working for Ringier, his interests shifted to applied media management and the
influence technology has on both media consumption and media management. He works at the headquarters
of Ringier in Zurich. 

Thought Leaders
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Oliver Gerstheimer
Managing Director, chilli mind GmbH, Germany

Oliver Gerstheimer stepped into the ‘Land of Mobile Business’ in 1998 inspired by
the passion for user-centric design thinking. 

He received together with Christian Lupp the Scientific Award 2002 of 'Vodafone
Stiftung für Forschung im Mobilfunk'.

In 2001 Oliver co-founded chilli mind, an international high-level think tank focused on mobile service creation,
strategic ideation and usability. Since that time the chilli masterminds create mobile strategies and service
innovations for companies like, Swisscom, Siemens, Vodafone, and T-Systems. 

Markus Gyhr 
CEO & Founder, Ultra Images AG

Markus has been a specialist freelancer for finishing hi-end TV commercials
throughout Europe. As creative director for Bavaria Film in Munich he was responsible
for the on-air promotion of several major TV stations. In 2000, he founded Ultra
Images in Zurich, today the leading Swiss post-production company which finishes
and distributes TV commercials for major brands and advertising nets. 

To cover the needs of industry and consumers Ultra Images is also now expanding to include archiving and
content creation. The company was one of the first partners of Beam.tv in London which is a worldwide
distribution network of TV commercials and archiving facilities, which many consider the industry standard.

Ultra Images works closely with marketers and distribution technology, so as to always be prepared to face the
challenges and adapt to the changing world of advertising.

Thought Leaders
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Oliver Haeggberg
Founder of Value-Grid-Partners

Oliver Haeggberg is the founder of Value-Grid-Partners. Value-Grid-Partners is a
hands-on business development structure based on the background of venture
capital, private equity, change management and strategic consulting capacities.
Among his recent tasks for Value-Grid-Parntners is introducing convergent services
based on the combination of existing and new infrastructures for a leading

European Hot-Spot-Provider.

Oliver served as an investment director and member of the VP level managing board of T-Venture, the
corporate venture capital arm of Deutsche Telekom for over four years, where he gained profound knowledge
with start-ups and the integrating processes needed for blending new technologies and services into the
carrier, ISP and wireless world. Prior to his VC expertise, Oliver Haeggberg gained four years experience with
M&A due diligences and post-merger integrations with the international auditing companies Arthur Andersen
and Grant Thornton International. There he could use his know-how as a business developer with Thyssen
Handelsunion where he was a member of the steering committee in a GSM licence auction in France and
was also responsible for setting up an overall telecommunication strategy. 

Oliver Haeggberg started his career at Treuhandanstalt, Berlin, managing and privatising a portfolio of former
state owned companies in the shipyard and vehicle construction industries. He is a graduate of the University
of St. Gallen, HSG.

Nils Hagander
CEO & co-Founder, a-connect

Nils’ primary client focus is on financial institutions, health care as well as telecom
and industrial clients. He was most recently a director with McKinsey & Company
and co-leader of the firm’s European corporate finance and strategy practice. He
previously worked as an account manager with Citibank in Zurich. Nils also serves
as a Board Member for Kuoni. 

Nils’ company, a-connect, operates a network of highly skilled independent professionals including
consultants, free-lancers and contractors that provide on-demand talent on a temporary project basis for their
clients throughout the world. With offices in Zurich, Boston and Hong Kong, a-connect provides its clients
with access to a global talent pool.

He holds a business/economics as well as a law degree from the University of St. Gallen, Switzerland.

Thought Leaders
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Raoul Heinkel 
Course Director‚ Mobile Application Design
University for Applied Sciences & Art Zurich (HGK_Z)

Raoul Heinkel has over 10 years experience in the fields of multimedia, marketing,
and on-screen content development. 

Based on a strong belief that mobile computing is on the verge to emancipate itself
from sheer peer-to-peer communication to a broader and more ubiquitous usage – affecting all areas of
human interaction - Raoul set up the post-graduate course Mobile Application Design at the HGK_Z
(University for Applied Sciences & Art Zurich) in 2001, which was Europe’s first academic program related
to shaping the future on handhelds.

Prior to his engagement in Zurich, Raouls career steps led him to the MediaLab at ZKM in Karlsruhe as a
project manager, to live broadcasting for France Télévision in Strasbourg and to advertising as a consultant
for EuroRSCG Düsseldorf.

Raoul graduated in 1994 from European Business School in Oestrich-Winkel. 

Thought Leaders
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Frank Hermans
Principal, Business Advisor Global Services, Ericsson

Frank Hermans has over 17 years of professional experience in electronic product
development, production automation, consulting and contracting. Since 2003
Frank has been appointed Principal Consultant and Business Advisor at Ericsson
Business Consulting. 

He joined Ericsson in 1996 in the Netherlands and worked since 1999 for Ericsson headquarters, Sweden,
as Business development manager MVNO to Principal Consultant.

His activities focus on assignments to translate business-strategic drivers on wholesale, FMC and FMS into
implementation for new startups as well as global operators. He was also involved in launching converged
offerings like BT Mobile and Bluephone, currently known as Fusion.

Frank graduated from Eindhoven Technology University, Netherlands. He and his family moved 1.5 year ago
to live in the Netherlands again.
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Stefan Herrlich
President, Enterprise Sales, Siemens AG

In his position, Stefan Herrlich has worldwide responsibility for the end-to-end
cultivation and penetration of the enterprise customer market – across all channels.
This covers all portfolio elements (products and services) provided by the Com E
Divisions, as well as management of Com- and Siemens-wide cross-selling
activities for enterprise customers. Stefan Herrlich has held this position since

October 2001, and he is based in Munich, Germany.

Stefan Herrlich joined Siemens in 1988 as a Manager Sales Support for Private Communication Systems in
Cologne, Germany. Since then he has held various management positions in different Siemens sales &
marketing organizations in Germany, USA, Hong Kong and the UK. He has developed deep insight into all
the different aspects of the telecommunications industry, covering the Enterprise business, the consumer
business while serving as General Manager Communication Devices responsible for the Asia-Pacific region
and the Carrier business while serving as Vice President Corporate Accounts.

Stefan Herrlich holds a masters degree in communications engineering (Diplom Ingenieur) from the
University of Applied Sciences for Telecommunications & Information Technology in Cologne, Germany.

Thought Leaders
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Dave Hills
Director, Global Market Positioning, Alcatel

Dave Hills is a content matter expert in the field of convergence and is highly
experienced in working with senior executives in major service providers around the
world, helping them transform their businesses through the definition,
implementation and launch of new converged services and network infrastructures.
Dave is responsible for Alcatel’s global market positioning in convergence. He is a

media - analyst spokes person, runs key customer workshops and presents at industry events throughout
the world.

Dave joined Alcatel in 2000 and has held a number of positions in marketing for both fixed and mobile groups
before this role. Prior to this, Dave gained over six year's of managerial experience at Newbridge Networks,
which he joined in August 1993, where he held a variety of positions in research and development and
marketing. Prior to this, he spent 2 years at Kingston Communications as a telecommunications engineer.

Dave is a Fellow of the Chartered Institute of Marketing (FCIM), a Chartered Engineer and member of the
Institute of Electrical Engineers (MIEE) and he holds an honors degree in electronic engineering.
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Paul Hitchman
Founder & Managing Director, PlayLouder MSP

Paul Hitchman is co-founder and Managing Director of PlayLouder MSP. A Cambridge
Economics graduate, Paul worked in the music industry for 10 years (including stints
at BMG and Warner Music) before founding PlayLouder in 2000. 

PlayLouder is an award-winning digital music & media company that operates the
UK's most popular and influential “alternative” music website. PlayLouder has consistently been at the forefront
of innovation in online music services including the first legal downloads in the UK, the UK’s first internet-only
digital singles, and the world’s first virtual music festival. PlayLouder also provides online marketing services to a
wide range of music industry clients and produces broadband music content for clients such as BBCi, AOL,
Wanadoo.

In 2004 Paul co-founded PlayLouder MSP, a next-generation ISP that offers broadband internet access
combined with unlimited legal music downloading for one monthly subscription fee. PlayLouder MSP is the first
ISP in the world to license the right for its subscribers to legally share music and in return to pay royalties to
music rights owners. PlayLouder MSP was awarded the Popkomm IMEA award for innovation in 2004.

Paul co-founded and is a director of Consolidated Independent (CI), Europe’s leading provider of internet
technology services to record companies, with clients including Beggars Group, Sanctuary, Ministry of Sound,
PIAS/Vital, Mute, Echo and Epitaph. 

Thought Leaders
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Anuj Jain
Head of Convergence Development, Orange Group

Anuj has spent several years in the Computer & Telecommunications industry. He
has been with Orange for over 6 years, having held various positions within the
Swiss operations and the Orange Group. 

Currently as Head of Convergence Development, he is working on key initiatives
regarding the convergence between France Telecom fixed, mobile and internet business units. Prior to that
he was Head Location Based Services (LBS) responsible for the development and launch of LBS in several
European countries. In his early years he spent 4 years with SGI (Silicon Graphics Inc., a computer
manufacturer) working in various functions such as process, product and quality.

He holds a Masters degree in Micro-engineering from the Swiss Federal Institute of Technology in Lausanne. 
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Roland Kästli
Manager, Network Services, IBM Global Services

Since 2001 Roland Kästli has been responsible for the networking business of IBM
Global Services in Switzerland. He is leading the repositioning of IBM as a major
player in the Swiss market after fundamental changes of the corporate strategy at
the end of 1999. 

In his prior responsibility he started up IBM’s e-business hosting services offering. He joined IBM as Sales
for IBM Global Network in 1996. Before joining IBM he was member of the senior management team of an
SMB company.

He holds diplomas in Electronic Engineering from the Interstate University of Applied Sciences of Technology
NTB Buchs and in Management of SMB Enterprises “KMU HSG” from the University St.Gallen. He lives
with his family in Embrach, Switzerland.

Thought Leaders
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Mikko Jo Kukkonen
Senior Manager, Enterprise Solutions, Nokia

Mikko Kukkonen has wide experience within the telecommunications and IT
industries from both user and vendor point of view. In the recent years, he has
worked in business development and product marketing roles in Nokia in the areas
of both mobile data and voice solutions. 

Prior to this, Mikko held financial director positions in several organizations in Nokia as well as at Kone
Elevators where he also was responsible for logistics and IT mangement functions in both Finland and
abroad. He also has experience in product development and service sales.

He holds both M.Sc.(Eng.) and M.Sc.(Econ.) from Helsinki University of Technology and Helsinki School of
Economics and Business Administration. He lives with his wife and two children in Helsinki, Finland.
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Bill Liao
Senior Partner & Head of Product Development, Open Business Club

Bill has been an entrepreneur since the late 1980´s and has founded several
successful businesses, the largest being Davnet Limited where Bill was co-founder
and served on the Board as Director of Operations.

Bill began his international career working for Canon where he gained experience
with the Japanese language and culture. Bill moved to Switzerland to work with several investment and
hedge funds and to explore opportunities for business cooperation between Asia and Europe. Bill is a
member of the YEO and has an international network of high-level contacts.

Bill is Chinese Australian who was brought up speaking English and Chinese.

Thought Leaders
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Carolyn Nguyen
Director, Global Mobility Strategy, Avaya

Dr. Nguyen is the Director of Avaya’s Global Mobility Strategy, responsible for
driving the company’s vision for enterprise-enabled mobility. This involves creating
the strategic framework, product realisation, forming alliances, as well as business
and market development. Previously, she was responsible for developing
technology strategy in Europe, the Middle East and Africa (EMEA).

Carolyn joined the EMEA region in June 2004 from the Avaya CTO organisation, where she created Avaya’s
current strategy in converged communications and SIP and was Acting Director of Development for the
Appliances division. Before that, she was a Brookings Congressional Fellow in 1999, where she developed
technology policies and authored legislation on electronic commerce and technology commercialisation. Her
previous experience includes AT&T Bell Labs, where she was responsible for several key initiatives and
development of key technologies in distributed applications and data networking protocols. These include the
development of ecommerce platform software, distributed multimedia conferencing protocols, data
networking protocol design and implementation, and high speed broadband access standards.

Carolyn holds a Ph.D. from Columbia University, a masters from Cornell University, and a BSc from Princeton
University - all in Electrical Engineering. Also, she completed the Executive Advanced Development Program
at the London Business School. She has authored papers on electronic commerce, high speed digital
subscribers loop, and high speed data networking protocols. She is the holder of several patents in data
communications and converged communications.
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Jan Peschka
Business Consultant, Swisscom Innovations

Jan Peschka worked eight years in the retail business (1982-1990) and moved on
to consulting and training at the start of 1991. 

In 1992, he founded the International Project Center Network, a pool of
interdisciplinary and international experts who focused on the interface between

human beings and technology. He led several large projects in the areas of e-learning and SME-Networks.
From 1997 to 2000 he was head of marketing and human resources development for the I.P.C. AG, a
corporation created as the legal framework for a virtual collaboration project of 200 SMEs and major
partners, such as Lotus and Siemens.

Since 2001, he has been employed at Swisscom Innovations in the Department of Economic and Social
Aspects, where he is continuing his creative networking and development activities in order to support
Swisscom´s market success.

Jan Peschka is a retail merchant by passion and certification, but has also pursued other interests. He holds
a Master in International Marketing from Reutlingen University of Applied Science and in Law from Freiburg
University, as well as a Doctoral degree in Economics.
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Ivan Pilny
President, TUESDAY Business Network (Prague, CZ)

In 1992 Ivan founded the Czechoslovak branch office of Microsoft and was the
General Manager for the Czech Republic and Slovakia (until 1998). After that he
served as the president of the Association for the Information Society (SPIS) and
worked also with Hewlett - Packard, Microsoft, Skoda Auto and Seznam.cz as an
advisor. In 2001 - 2002 he served as Chairman of the Board of Czech Telecom

(CTc) and then General Manager of an alternative telecommunication operator eTel. 

Currently, Ivan is a consultant, entrepreneur and president of TUESDAY Business Network. He sits on a
number of industry Boards and Associations including the Broadband Forum of the Minister of Informatics
of the Czech Republic, the Association for Fair Competition, and the Society for Strategic Management,
Innovations and Entrepreneurship.

Ivan Pilny graduated from Electrotechnic Faculty of Czech Technical University in Prague with a major in
informatics. 
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Bengt Radel
Senior Manager, Wireless Business Development, cablecom GmbH

For the past eight years Bengt Radel has gained a broad experience in the Swiss
and European wireless telecommunications industry. Currently he is responsible for
wireless business development at cablecom GmbH Zürich. Some of his past
engagements include head of telecommunications consulting and key account
management at Base Consult GmbH, Baden; national UMTS program manager at

Orange SA, Lausanne; and roll-out acquisition manager for Nokia AG, Zurich. 

He graduated from the University of St. Gallen with an Executive MBA in 2004, and a B.Arch degree from
RISD in 1995. He lives with his wife and two children in Schaffhausen, Switzerland.
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Klaus Seibold
Director, Mobility Solutions Sales EMEA, Nokia

Klaus Seibold’s role in Nokia Enterprise Solutions is focused on Sales of complete
Mobility Solutions to large and key corporate customers in EMEA. The sales unit
was formed in August 2004 and brings reality to the e2e promise. Starting from
Nokia’s excellence in Mobile Devices and Security Components designed for
corporate use, these solutions often incorporte partner components from IBM,

Oracle, Capgemini, Celesta, and others. Customers like Pfizer and Electrolux proof to the market how these
solutions can make a difference in corporate life today.

He joined Nokia in December 1999 and held different mangement and sales positions inside Nokia. Prior to
his current position he was working in Nokia’s Technology Platform Unit responsible for customer relationship
and sales of Smartphone Platform Software (Series 60 Platform) to other handset manufacturers like
Siemens and Sendo. Previous roles include Country Manager for Germany at Borland as well as regional
sales positions at Tandon, Bristol Group and Software AG.
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Dr. Klaus Stadlbauer
Director, Group Services, mobilkom austria, Vienna

Klaus Stadlbauer joined mobilkom austria in 1996 and is currently one of the
directors of mobilkom austria group services, a subsidiary which is responsible for
co-operation and utilization of synergies amongst all mobile network operators of
mobilkom austria group. In this capacity he also facilitates the integration of new
members to the group and is currently the interface to Vodafone.

From 1998 until 2000 he was CFO for the newly founded VIPnet in Croatia, a 30%-joint venture of
mobilkom austria (now a 100% subsidiary) and leading GSM operator in Croatia. Subsequently in mobilkom
austria’s Business Development Department he was responsible for the subsidiaries of mobilkom austria,
including also mobilkom liechtenstein. In 2001 Mr. Stadlbauer was COO at Si.mobil, after the acquisition of
a 75%-share in the number two mobile operator in Slovenia.

After graduation in industrial engineering and management at the Technical University of Graz he was
employed as university assistant and became later Managing Director for business administration in a
catering company. 
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Marc Vollenweider
Evalueserve, CEO

Marc is CEO and founder of Evalueserve, a professional services company
providing 100% customized primary and secondary business information and
intellectual property research and analysis to its over 400 clients in Europe and the
US. Evalueserve provides Western-quality services at 50% of Western cost from its
Knowledge Center in India with over 100 knowledge professionals. 

Prior to this, Marc was a Principal with McKinsey & Company in Switzerland and India. He spent two years
in the Delhi office and was in charge of the McKinsey Knowledge Center, an internal research operation
providing services to McKinsey consultants worldwide. He was also actively involved in both the financial
services and the pharmaceuticals consulting practices in Switzerland and India.

Marc has an MBA from INSEAD (France) and a Masters in Telecommunications from the Swiss Federal
Institute of Technology (Zurich).
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Marc Weder
Manager of the Communications Sector Alps, Microsoft

At Microsoft Marc is responsible for an international team addressing major telecom
and media companies in Switzerland and Austria.

Before joining Microsoft Switzerland Marc worked for Arthur D. Little Switzerland in
the telecommunication, information and media practice. In the role of a Senior

Manager, he was responsible for the acquisition as well as the execution of strategy projects in the telecom
industry.

Prior to his career as strategy consultant Marc Weder worked in the IT department of Siemens Schweiz in
the business team of SAP projects.

Marc graduated with a Business Administration degree from the University of St.Gallen and Lancaster. He
lives with his family in Zurich, Switzerland.
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Peter Wittwer 
Partner, Technology, Infocomm & Entertainment, PricewaterhouseCoopers

Peter is a Swiss Certified Accountant and joined PricewaterhouseCoopers in 1987.
In 1992 he joined the Partnership in the Audit and Business Advisory services.

He gained his extensive experience amongst other things in Melbourne, Denmark
and Singapore. He has over 20 years experience in the areas of consolidation and

application for International Accounting Standards as well as Initial Public Offerings (IPO’s). Furthermore he
is the responsible Client Service Partner for several international and national quoted companies in
Switzerland and the USA. He is the Partner in Charge of the Bern Office and leads the Swiss practice for
Technology, Telecommunication, Entertainment and Media. 
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Interview 01 – Thought Leader

THE SPEED OF CONVERGENCE

How much do you experience your company’s clients thinking about
convergence and acting upon it?
Some are thinking about it, but not yet being very proactive because they view
it as something that cannibalizes existing business. Their revenue levels are

still reasonably high and they want to maintain that as long as they can, until they see some real
threat that they have to react to. That’s a very defensive approach, just watching the market and
waiting. Other clients very much see convergence as the future; they’re very focused on it. It often
depends on the country and also on the competition. If there’s no competition, companies can
afford to do almost nothing.

Compared to the predictions made five years ago, the promise of device convergence onto one
unit has failed to come true. Will it ever become a reality?
I think there are some definite barriers to that. When I look around and talk to other business
people, saying, “What devices are you using? What services do you need?” everyone has at least
two devices. And actually, they want two. They want a phone that’s small and light, which they can
carry along all the time and they want a device with which they can email and communicate that
has a proper keyboard. But they don’t need to have that second device with them all of the time.

What about notion of a having single communications device working across all the data
streams, such as Bluetooth, GSM, WiMax?
That’s difficult to imagine coming to market soon. All the existing manufacturers want to protect
their own market and their market share. If you set up interoperability between the devices, some
manufacturers or even types of manufacturers are going to lose out. Because the bottom line is
that if people start buying only one piece of equipment, instead of two or three, then the overall
sales numbers for devices will go down. So, it’s not in their interest to want device convergence. 

To me that’s the struggle for achieving convergence: Who really wants it? The user—
kind of. And while everybody in the various industries says they want it, when they really start
looking at it in terms of revenue models and profit margins, they say, “Hold on a second. Do we
really want that?”

Are you saying the companies involved fear the overall pie will get smaller?
I’m not sure the overall pie gets smaller. But I think the piece of the pie representing what people
consider to be commodities - be it equipment or access - will get smaller, because those are not
things that people want to pay for. What people will pay for is content or services. But those are
different players. 

So the players providing access and equipment, who today greatly influence how convergence
happens, will probably lose out. If you look at any big telecom that’s providing access, what do
they get out of convergence? They’re just creating another layer of competition for themselves.
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Interview 01 – Thought Leader

So the speed and the extent of convergence will be determined by the new players—companies
such as skype and Yahoo—and how quickly they gear up. When a company like Liberty comes
into a market like Switzerland and buys cablecom, then announces an interesting new strategy,
they can create fear and force for other companies to consider new ideas.

Once those new players do enter the arena, does that create an inflection point that forces
everyone to move forward, even the more defensive incumbents?
Definitely. And if you examine those incumbent companies, they’re actually already doing a lot of
preparation in the background – updating their networks and forming partnerships with content
providers. Nevertheless, I still expect convergence to be a slow evolution, not a sudden arrival of
new services. I was in R&D in the mobile world back in 1989 and 90, and we were talking then
about all sorts of products and ideas that are just coming out now—fifteen years later. 

So it will be a slow burn. I don’t expect it to happen in six months. In the Thought Leadership
Forum we ware talking about a seven-year horizon, and that seems about right to me – I’d expect
much more convergence 5 to 10 years from now, but with a long transition period. Again, it will
really come down to the new players. If they’re really aggressive it could take less than five years. 
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01.  OVERVIEW

Convergence, as the name suggests, is the amalgamation of various types of distinct technologies
currently based on different platforms into one unified system. For instance, at present, a subscriber
might receive information by the Internet, telephone, TV, newspaper and print. In future, these different
information delivery systems may be replaced by a single system based wholly on digital technology.1

According to PricewaterhouseCoopers, Convergence is defined as, “The 'coming together' of formerly
distinct technologies, industries, products, services or activities; the most common usage refers to the
integration of computers, telephone, recording and broadcasting technologies in all-digital environments”. 

The concept of convergence is based on the phenomena of delivering multiple services using the
same platform/network. Convergence in the technology domain deals with a telecommunication
model delivering voice, data and media through a single platform. Convergence is a disruptive
phenomenon, which has the potential to alter the information, communication and entertainment
value-chain; in fact, in certain cases, it has already started to do this to a large extent. 

Convergence takes place in three different dimensions: 

1. Networks     2. Services     3. Devices and Applications  

Figure 1: Definition of Convergence 
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1.1 Types of Convergence2

The various types of convergence are explained below:

1.1.1 Voice and Data
Voice and data convergence refers to the ability of transferring data and voice on a single network. VoIP
(Voice over Internet Protocol), a popular example of voice and data convergence, is based on the
transmission of voice traffic in packets. It is also known as Internet telephony, IP telephony, and packet-
voice. 

In traditional voice telephony, such as circuit-switched networks, calls generally do not utilise the full
channel bandwidth. In these networks, the bandwidth is also used in periods of silence when the
network transmits no information. Hence, it does not utilise the network bandwidth in an efficient way
and with certain enhancements, voice calls can be carried out with lesser bandwidth. In VoIP networks,
the packetisation of voice happens in real-time and hence, it decreases the bandwidth utilised
significantly, since multiple packets can be transmitted simultaneously.

1.1.2 Fixed and Mobile
Fixed Mobile Convergence (FMC) refers to the ability of transmitting voice and data traffic generated
from mobile devices to fixed line networks when in the vicinity of a supporting access point. The
switching of network takes place when users have a choice of access to both fixed as well as mobile
networks, i.e., they can choose between fixed and mobile networks depending on the cost and
convenience. This usually happens when the users are at offices or at home where access to both
types of networks is available. FMC can provide users with the flexibility of having a single handset and
number and a single bill. At present, two popular access technologies are used for FMC convergence.
These are Bluetooth and Wi-Fi. Moreover, these technologies lie in the unlicensed short-range
spectrum, which does not require huge investments for acquiring licenses for the spectrum and
complicated frequency planning.3

Cellular operators by utilising these technologies, which are already built into many of the existing
mobile phones and indoor installation of wireless access points, enhance their indoor coverage. Indoor
usage of telecommunications is still dominated by fixed-line; as cellular penetrations are reaching
saturation levels, mobile operators can stem their traffic loss by increased indoor usage of mobile
phones. These technologies can also empower them to provide data speeds comparable to that of
fixed broadband. The fixed-line service providers on the other hand can use this phenomenon by
offering new services without investing huge capital in spectrum licensing and complicated frequency
planning. 
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Figure 2: Fixed Mobile Convergence (FMC) 

1.1.3 Information, Communications and Entertainment (ICE) 
Information, Communications and Entertainment (ICE) convergence refers to the ability to deliver
voice, data and content services through the same network. An example of this phenomenon is Triple
play, a bundled service which enables TV, high-speed Internet and voice calls through the same cable
or mobile network. It has the ability to provide a full suite of entertainment and communication services,
including value-added services, such as video on demand (VOD), multimedia and gaming. 

Another example of this phenomenon is Internet Protocol Television (IPTV), in which television and/or
video signals are transmitted to subscribers using a broadband connection over IP. It includes both live
TV as well as video on demand (VOD). To access IPTV, a subscriber requires either a PC or a set-top
box connected to a TV. 

The two broad advantages of IPTV over the traditional TV distribution technologies include:

1. Its capability to provide personalised content to each viewer
2. Reduce the operational costs of the stream provider. 

IPTV provides stream control (such as pause, rewind, etc.) and free selection of programmes. This
enables personalised services and allows sharing of data delivery workloads across other connected
client systems and over the distributor's own server infrastructure. This leads to a decrease in
operational expenditure for a stream provider. In the near future, IPTV is expected to grow at a fast
pace, as more and more households subscribe to broadband worldwide.4

A few global telecommunications operators have already invested huge capital in IPTV and are
exploring it as a new revenue opportunity for their markets. In 2004, SBC selected Microsoft for the
provision of software solutions to deliver IPTV services to up to 18 million customers. The contract was
worth US$400 million dollars. In January 2005, Verizon also selected Microsoft for the provision of
IPTV solution.5
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1.2 Evolution

1.2.1 History  
Convergence, as is defined today, is less than a decade old phenomenon. The need for convergence
began with increased demand of data services. The demand for data was driven by technological
evolutions, such as Internet, e-commerce and the introduction of applications such as,
videoconferencing or video streaming.

With evolution of data services, service providers feel the need to optimise their existing networks in
order to efficiently and optimally carry voice, data and video traffic. The solution was found in IP, which
enabled service providers to gain bandwidth efficiency and reduced their bandwidth requirements. It
further helped them to deploy new applications rapidly, enabling voice, data and video to share a
common infrastructure.

This led to the convergence of voice, computer and technology in the late nineties, resulting in the
introduction of communication platforms, known as converged or CTI (Computer Telephony
Integration) Solutions. 

1.2.2 Current State 
Convergence is increasingly influencing the way users communicate with each other. Driven by
growing similarity in equipment and networks requirement for converged services, new applications are
being developed at a rapid pace. Convergence has led to the evolution of mobile Internet and smart
networked household devices. The introduction of WAP has enabled users to surf the Internet from a
mobile handset, while videophones have given them the option of watching TV, besides being able to
talk to each other. 

Growing deployment of fibre, and the introduction of new copper-based technologies, such as high-
speed Digital Subscriber Line (DSL) systems have resulted in boosting the bandwidth on the Public
Switched Telephone Network (PSTN). It has allowed telecom companies to enter into the interactive
online services market and broadcasting applications, such as Netcasting and Video on Demand.

As Internet telephony systems, (VoIP), offers several advantages such as improved call quality carriers
worldwide, launched their own Internet telephony systems.

Figure 3 highlights the evolution of converged technologies in the last ten years:
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Figure 3: Milestones in some Convergence Technologies

1.2.3 Future of Convergence
Traditionally, convergent technologies have been more often used to provide fixed services, such as
IPTV-over-broadband and VoIP. This has been termed as a ‘Killer Application’, a prominent example being
Skype. 

Figure 4 below provides an example of Skype’s uptake:

Figure 4: Worldwide Skype Subscriber Base (2003-08)

However, future applications based on mobile convergent technologies can be even more ‘disruptive’
as compared to the above services. For example:
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1. As users become comfortable with convergent applications and the uptake of technologies, 
such as WiMAX improve, they will increasingly combine two or more convergent technologies 
into a single application. For example, when WiMAX becomes easily available, users will be 
able to make mobile VoIP calls from their laptops. Since, WiMAX is expected to use the 
unlicensed spectrum, it would be a cost effective platform, and therefore, will have the potential 
to substitute traditional mobile telephony.

2. Service providers have recently started providing mobile phones, which allow VoIP calls over 
such mobile handsets. This can have a substantial impact on the international revenues of 
fixed operators. Users tend to make international calls through fixed lines. Already, fixed line 
international revenues have been impacted to a large extent due to the success of VoIP 
telephony. According to Evalueserve analysis, long-distance revenues of US based telecom 
operators is expected to decline by about 35-40 percent by 2008 due to the impact of ‘Skype’ 
on the retail segment alone. Mobile operators in the US are also expected to face a 1.7 percent 
decline in mobile revenues by 2008 due to a reduction in mobile roaming usage. With the 
advent of VoIP enabled mobile handsets, this shift will be accentuated to an even larger extent.

3. ‘Beyond 3G’ networks, such as mobile networks based on orthogonal frequency division 
multiplexing (OFDM), which are expected to be operational from 2006, will have the capability 
of supporting up to a gigabyte of data traffic per subscriber, per month and terabytes of 
backhaul traffic. This will set the platform for launch of ‘Triple Play’ services of voice, 
broadcast TV/video and data and will create the opportunity for carriers to:

- Access new customer segments
- Attain higher average revenue per user (ARPU)
- Sustain revenue for the next decade 

According to Wireless Week, 3rd Generation Partnership Project (3GPP) is currently reviewing 
proposals to deploy OFDM as a future enhancement to 3G, and the CDMA group has also 
announced its plans to move toward OFDM-based air-link solutions. Global operators such as 
T-Mobile, Vodafone, NTT DoCoMo and Telstra have also announced OFDM-based network trials.
Nextel Communications has been testing FLASH-OFDM since 2002. Equipment vendors, such 
as Siemens, Nortel and Motorola have demonstrated high-speed data solutions using OFDM, 
and such solutions are expected in the near future.6

1.3 Technologies enabling convergence

The success of convergence directly depends on the advances made in technology. These can divided
in the following segments:

- Technologies enabling access convergence (e.g. IP, MPLS, 3G, HSDPA, Bluetooth, Wi-Fi, WiMAX)
- Technologies enabling content convergence (e.g. VoIP, Video over IP) 
- Devices and applications that help in accessing these services (e.g. PDAs, IP-PBX, ICQ and Skype)
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1.3.1 Technologies enabling Access Convergence

• Internet Protocol (IP): The success of Internet is largely dependent on this technology. IP is rapidly
becoming the underlying technology for all global communication. The protocol is regarded as the most
popular and is a faster method to transmit data across networks. To communicate Internet protocol
uses an address mechanism ‘IPv4’ (32-bits long). However, address capacities of ‘IPv4’ are limited
and are on the verge of exhaustion. Therefore, there is migration towards ‘IPv6’ (128-bits long)7.
‘IPv4’ is expected to be supported till 2025.

• Multi-Protocol Label Switching (MPLS): MPLS provides flexibility to service providers in managing
various types of traffic. It helps operators prioritise different types of data (e.g. data, voice and video)
for better ‘Quality of Service’ (QoS). The operator can also divert the traffic over different routes in
case of network outages, link failure or congestion. With the help of MPLS, operators can also service
different customers with different levels of services, based upon the customer requirement and service
plan. 

• MPLS services are provided with the help of a specially designed device, called the Label Edge
Router (LER). The LER assigns a label based on the data type and the type of service required and
forwards the packets to the corresponding ‘Labelled Switch Path’ (LSP).8

• 3G: Third-generation mobile telephone technology (3G) is an ITU specification to enable voice, data
and video access over the mobile networks at speeds of up to 128 Kbps (in a moving car), 384 Kbps
(at pedestrian speed) or 2 Mbps (for fixed devices)9. 3G is also capable of supporting video telephony,
wherein the communicating parties can not only hear each other, but can view each other as well.
Wideband Code Division Multiple Access (WCDMA) is widely used to offer 3G services. It is a
wideband spread-spectrum mobile communication technology that utilises code division multiple
access technique as the underlying principle and is not related to the CDMA standards developed by
Qualcomm.10 Japan is the first country that introduced 3G services in 2001, and it is currently serving
40 million 3G customers.11

• High Speed Downloading Packet Access (HSDPA): HSDPA further enhances the available data
rates in a WCDMA (3G) network. It is capable of providing peak data rates of up to 10 Mbps over a
bandwidth capacity of 5 MHz with high data throughput capacity.12 This high speed is achieved through
Adaptive Modulation and Coding (AMC), Multiple-Input Multiple-Output (MIMO), Hybrid Automatic
Request (HARQ), fast scheduling, fast cell search, and advanced receiver design.13

• Bluetooth: Bluetooth (based on IEEE 802.15.1 standard) is used for the creation of low-cost
wireless personal area networks (PANs). It enables information exchange between various personal
devices, such as laptops, PDAs, mobiles, MP3 players and digital cameras, using short range radio
frequency at 2.45 GHz within a range of up to 100 metres (328 feet) at a data rate of up to 2.1
Mbps.14

• Wireless Fidelity (Wi-Fi): Wi-Fi allows users to connect to the Internet from virtually anywhere at
speeds of up to 54Mbps. Wi-Fi enabled computers and handsets use radio technologies based on the
IEEE 802.11a, 802.11b or 802.11g standards to send and receive data within the range of a Wi-Fi
base station (generally 100 to 300 feet indoors and 2000 feet outdoors). Wi-Fi networks operate in
the unlicensed 2.4 and 5 GHz radio bands with speeds up of 11 Mbps to 54 Mbps.15
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• WiMAX (Worldwide interoperability for Microwave Access): It is regarded as the wireless equivalent
of broadband Internet and is capable of supporting high data rates (up to 70 Mbps)16 within a distance
of 30 miles from the base station. It is a based on IEEE 802.16 standards17. It is used to create a
Metropolitan Area Network (MAN), which can be utilised as a last mile access technology to provide
wireless broadband connectivity as an alternative to cable and DSL. It uses a point-to-multipoint
architecture and operates between the licensed 2GHz, 10GHz and 66GHz and unlicensed 11GHz
frequency ranges. It is capable of supporting all voice, data and video services.

1.3.2 Technologies Enabling Content Convergence

• Voice over IP (VoIP) systems: VoIP enables routing of voice over the Internet or any IP-based
network. Voice data flows over a packet-switched network. This allows voice transmissions to be sent
via data packets, instead of traditional circuit-switched voice transmission lines. Protocols that are
used to carry voice over an IP network are known as VoIP protocols.

• Internet Protocol TV (IP TV / Video over IP / IP Streaming/): IP TV is not a protocol, but a
combination of video streaming over packet switched networks. It is delivered by the effective use of
primarily two protocols, namely H.323 and SIP (Session Initiation Protocol). It provides interactive
video content with the option of multicast and on-demand services over the existing IP networks.18 To
provide Video over IP services, content is captured, processed, compressed, stored and edited on a
video server. The service is capable of providing Video Broadcasting, Video on Demand and Video
Conferencing.19

1.3.3 Devices and Applications

• Personal Digital Assistance (PDAs): The most ubiquitous example of convergence is the increasing
mobilisation of services. PDAs are contributing to convergence. PDA’s today not only function as an
organiser or as a mobile phone but they can also function as a camera, gaming device, media player,
audio and video recorder. PDAs are also fast catching up in terms of processing power and storage
capacities; therefore they are also functioning as mobile terminal for accessing e-mail and browsing
the internet. A few popular PDAs manufacturers are RIM (BlackBerry), hp (iPAQ), Palm (Tungsten,
Treo and Zire) and Psion.

• Software Clients: It is not only the hardware device (PDAs) that are playing a crucial role in enabling
convergence. Software clients, such as messenger applications from Skype, ICQ, MSN and Yahoo
are playing an important role in enabling convergence. These messenger clients are capable of
providing simultaneous access to voice, data (e-mail and instant messaging) and even live video (web
conferencing) services with a single interface. 

• Internet Protocol- Private Branch exchange (IP-PBX): IP-PBX is a telephone-switching equipment.
Its functioning is similar to the traditional PSTN PBX. However, it is based on IP telephony, and here,
voice transmissions are sent via data packets through a data network instead of a traditional phone
network.20 It is generally used within an organisation to provide cost-effective IP telephony services
with the efficiency and flexibility of traditional PSTN telephony.
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17. Source: www.WiMAXforum.org
18. Source: www.eetasia.com

19. Source: www.siemon.com
20. Source: www.pcmag.com
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1.4 Market Size

Convergence is primarily going to effect the information, communication and entertainment industries.
The global telecommunications services and equipment market stood at USD 1.4 trillion and was
expected to increase to USD 1.8 trillion by 2009.21 The global media and entertainment market stood
at USD 1.3 trillion in 2004 and was expected to reach USD 1.8 trillion by 2009.22

This section broadly covers market sizes of some of the current applications and access technologies,
which enable convergence. These applications and technologies are expected to increase many fold
in the near future.

1.4.1 VoIP
The total number of home net phone (VoIP) subscribers is expected to increase from approximately
4.8 million in 2004 to 197 million in 2010. 

Figure 5: Worldwide Residential VoIP Subscriber Base 2004-10E

Similarly, revenues from the VoIP segment are expected to increase manifold by the end of 2007.

Figure 6: Worldwide VoIP Revenues 2004-07E
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Source: http://www.cellular-news.com/story/14100.php

Source: http://metric.it.uab.edu/vnet/cookbook/v2.0/node10.html
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21. Source: www.gartner.com 
22. Source: www.pwc.com
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1.4.2 IPTV
The number of households watching television through internet is expected to increase ten times, from
2.7 million in 2005 to around 25.9 million households by 2010. 

Figure 7: IPTV Household Subscribers (2005-10E)

China, the US and Japan are expected to become the leading IPTV markets in 2010, with 4.9, 3.4
and 2.5 million subscribers, respectively. Initiatives, such as lower price, licensing of unique content
and technical innovations, are expected to drive the demand for IPTV over other existing pay TV
services. 

1.4.3 Wi-Fi
With an increase in laptop usage, the demand for Wi-Fi hotspots is expected to rise sharply in future.
According to market estimates, the total number of Wi-Fi hotspots is expected to increase from
84,000 in 2004 to more than 300,000 hotspots by the end of 2009. In addition, cafes and
restaurants are expected to account for more than 50 percent of the hotspots. 

Figure 8: Worldwide Wi-Fi Hotspots 2004-09E
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Source: Informamedia.com

Source: http://www.businessweek.com/technology/tech_stats/WiMAX050308.htm
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The combined revenues from Wi-Fi and WiMAX are expected to increase from USD2.4 billion in 2004
to USD12.4 billion by the end of 2010. Initially, Wi-Fi is expected to have a larger share of revenues
as compared to WiMAX.   

Figure 9: Worldwide Fixed Wireless, WiMAX, and Wi-Fi Revenues 2004-10E

1.4.4 WiMAX 
Currently, the WiMAX market is in a nascent stage. However, the fixed WiMAX subscriber number is
expected to reach 8 million users by the end of 2008. Improved infrastructure and standardisation of
regulations are expected boost growth in this segment. 

Figure 10: Worldwide Fixed WiMAX Subscribers Base 2004-2009E
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Source: http://www.parksassociates.com/press/press_releases/2004/untethering_broadband2.html

Source: http://www.netstumbler.com/2005/04/05/fixed_wireless_WiMAX_and_Wi-fi_market_opportunities_strategies/
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02. MARKET FORCES

Though convergence has been quite successful on some fronts, it also faces a number of challenges.
Some of the drivers and challenges are discussed in this section.

2.1 Drivers

Convergence did not emerge just because of technology advancements but there were other
contributing factors as well. Some of the key convergence enablers are discussed below:

• Decrease in costs - Utilising a converged network for transmission of voice, data, and video leads
to substantial reduction in both fixed investment and running costs (for existing offerings). This, in turn
reduces customer costs, making these services popular. Till now, operators were installing new
networks for every new service. This was not only capital intensive, but time consuming as well. A
converged network provides a solution to control both the cost and time to market the services. For
example, today a traditional telephone service provider (PSTN service provider) need not lay a new
network to provide broadband services. By using, DSL technology, it can provide the Internet services
over the existing copper network. As DSL deployment over the existing copper networks requires
addition of only terminal equipments at both the service provider’s end and customer’s end, it results
in substantial time and cost savings for both of them.

• Ease of Management - Separate networks require coordination from multiple sources in order to
optimise service delivery. However, convergence leads to combination of multiple systems and
networks, which simplify management of telecommunication services. 

• Market pull - As newer technologies and services emerged in the market place, it became
increasingly difficult for service providers to provide various services at the same time. This increased
the service provider’s costs. On the other hand, consumers were also becoming confused with multiple
service providers offering various services. This scenario fuelled the race to adopt convergence at the
operator level and they started developing the networks that were capable of offering multiple services.
This ensures more revenues to service providers from the same customer. Moreover, customers also
receive one single bill for multiple services. For example, today a service provider is capable of
providing telephony, Internet, VoD and IP TV whereas earlier the customer has to deal with multiple
service providers in order to subscribe to all these services. Operators, such as France Telecom
(Europe), Video Networks (United Kingdom), and Verizon (United States) are already offering multiple
services.

• Easy Network Upgrades and Lower Maintenance - Increasing demand for new services require
large deployment of network cables which entails huge maintenance costs and thus, act as a deterrent
to the future upgrades. The deployment of a single line for providing of multiple services will lower the
maintenance cost and will also make the upgrades simpler.

• Combination of Bundled Services - Convergence enables the operators to provide more than one
service over the same infrastructure. For example, use of IP as a common switching technology allows
the operator to offer VoIP services to be deployed easily on the existing data (IP) networks. Fixed-
mobile convergence technology enables the users to access both wireless and wireline services over
the same infrastructure. This has been explained clearly in Figure 10. 
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Figure 11: Key Drivers and Benefits for Fixed Mobile Convergence

2.2 Challenges 

Though convergence promises to be a winning proposition, there are some impediments to the wider
acceptance of convergence, which are discussed in the following section:

• Investment Obsolescence of the Existing Infrastructure - Any existing telecommunications
infrastructure requires considerable investment in planning, purchasing and setting up of networks.
Many a times, enterprises are hesitant in adopting the latest technologies as they are unable to
determine the ‘Return on Investment’ (ROI).

• Regulatory Issues - Convergence represents a challenge to existing regulations as convergence
leads to integration of two or more services, which are under the purview of different regulatory bodies,
e.g. fixed mobile convergence integrates wireline and wireless. Moreover, technology developments
are taking place at a faster pace, when compared to regulatory updates. This slows down the time to
market of the new technology/service.

• Standards and Compatibility Issues - Compatibility and standardisation are two of the critical factors
in the successful adoption of a new technology. These issues become more prominent in the
convergence as different networks, services and devices are used together to deliver a solution. For
example, Ethernet has been successful largely due to its open standards, such that components from
various vendors are readily available and compatible. However, the same is not true of other converged
services, such as VoIP, where standards and compatibility issues still exist. Therefore, new solutions
that lack interoperability with existing systems and applications complicate the design, installation and
maintenance process.

• Others - Some other factors that hinder growth of convergence technologies include:

– Short-term profit maximisation focus 
– Technological obsolescence
– Capital intensive nature of convergence (to enable ubiquitous broadband bi-directional 

infrastructure and hence unlock the full potential of convergence)
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between wireless and mobile
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- Threat from wireless VoIP market
- Quality of service
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Wireless
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Source: Deutsche Bank 
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03. WHO WILL BENEFIT FROM CONVERGENCE? 23

3.1 Future Convergent Technologies: Mobile WiMAX, HSDPA? 

Some new convergence technologies are also expected to be introduced in the next few years. These
include:

• Mobile WiMAX: Mobile WiMAX can provide both mobile broadband access and mobile 
telephony through VoIP.

• HSDPA: HSDPA is a 3G “AII-IP” upgrade and promises data rates up to 5Mbps. Hence, 
it could be a viable solution for improved rich media applications on mobile handsets as well 
as for traditional broadband connections on PCs and laptops. 

Moreover, WiMAX is not expected to hold a major share in the overall broadband market till 2006, as
it is still in the deployment stage in the US and European markets. At present, only a few operators
have started providing WiMAX services in these markets.

Further, T-Mobile USA has announced the launch of the HSPDA-3G upgraded version. NTT DoCoMo
and Cingular are also planning to launch HSPDA trials. HSPDA is expected to capture some share in
the market only by 2007.

3.2 Fixed Operators Can Use Convergent Technologies to their Benefit

Fixed operators have been experiencing the fixed-to-mobile subscriber substitution effect. In the last
few years, there has been a gradual shifting of subscribers from fixed line to mobile telephony.
Convergent technologies will enable fixed line operators to retain their share. With technologies, such
as Mobile WiMAX, fixed line operators can offer not only ‘mobility services’, but can also provide such
‘mobility’ services at lower rates, when compared with mobile operators, since the Mobile WiMax is
expected to be unlicensed. Currently, mobile telephony costs are twice that of fixed telephony costs
(EUR0.212/minute vs EUR0.095/minute in Europe).24 

This does not imply that convergent technologies will reverse the trend of fixed-to-mobile substitution
in a substantial way. However, it is expected to decrease the pace at which this substitution is taking
place.

3.3 Across Industry Alliances and M&A Activity 

Traditionally, cable companies and telecom operators were responsible for providing entertainment and
voice services, respectively. However, with the opening up of the telecom market, the worldwide
market is witnessing a change from being price-based to service-based. 

In order to win customers and a larger share of the telecommunications services market, cable
companies are offering bundled services. They offer the customer convenience and multiple services
at a cheaper cost through a one-bill bundle of voice, Internet and TV, known as triple play. This has
posed a serious threat for telecom companies.

23. Source: www.diamondcluster.com
24. Source: www.diamondcluster.com
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Triple play services are expected to have higher ARPU and lower churn rate as compared with the
traditional services; hence, telecom companies will have no choice but to emulate the cable
companies. In order to replicate their offerings, some telecom companies are also collaborating with
other service providers in the industry. However, cable companies have had advantages owing to the
following:

• Their existing infrastructure (cable modem network) supports transmission of voice, 
video and data at higher speeds 

• As ‘triple-play’ services are provided over self-owned networks, they do not have to share 
revenue with third-party service providers. 

• Such bundled services allow cable companies to offer services at lower prices due to 
reduced operating costs. 

Although cable companies have advantages, they still face competition from content providers, such
as Microsoft, AOL, Yahoo, etc. In order to derive success in the residential market, they have to form
alliances with them (Time Warner-AOL).

On the other hand, telecom companies are establishing partnerships with satellite direct-to-home
providers to offer video services. They are also investing in setting up their own networks to provide
video services in the long run. For example, telecom companies, such as SBC and Verizon have
planned to make investments into setting up a fibre-optic cable for providing voice, high-speed data
and video services directly to its customers. 

• Under its project Lightspeed, SBC plans to spend between USD 4-6 billion over the next two 
years for setting up a mix of fibre optic cables and copper cable technology to 18 million 
homes. 

• Similarly, Verizon is planning to spend USD 2.5 billion to reach 3 million homes by the end of 
the year.

In light of the above, as the consumer demand for integrated offerings increases in the next few years,
service providers will have to continue distinguishing their offerings by collaborating with key suppliers
of services.
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04. ANNEXURE

Table 1: Market Players
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COMPANY

SBC Communications 

AT&T

BT

Swisscom

Verizon

Vonage

Skype

Cisco

Juniper

Huawei

SERVICE

• Offers VoIP services to enterprise and residential 
consumers in the US; the company also plans to 

enter the triple play market
• Proposed merger with AT&T

• Entered into an agreement with Texas Instruments to 
jointly develop new VoIP platforms; it also signed a 

deal with Best Buy, a retail chain, for selling its VoIP 
service (CallVantage) in the US

• Proposed merger with SBC Communications

• Launched BT business broadband voice in Nov 2004
• Launched BT Bluephone in June 2005

• In 2004, company announced plans to build presence 
as a triple-play service provider over the next five years

• Offers bundled products that offer telephony through 
VoIP (VoiceWing) and Internet access through DSL

• Merged with MCI

• Provides long-distance phone service through high-
speed Internet connection.

• Tie-up with TowerStream to sell voice and high-speed 
Internet service to corporate customers 

• Vonage by 2005 has 500,000 lines in service and 
adds 15,000 lines per week.

• Allows users to make phone calls using the Internet, 
calls are free when made from PC-to-PC

• Acquired by Ebay

• Company manufactures products for transporting data, 
voice and video 

• Provides networking and security solutions, 
with a focus on IP networks

• Global provider of switching, optical networking, 
broadband access and wireless infrastructure products;
the company has entered into a collaboration with 
Evoxus to provide unified end-to-end VoIP services

INITIATIVE

Merger

Tie-up
Merger

-

-

Merger

Tie-up

Acquired

-

-

Tie-up

TECHNOLOGY

VoIP

VoIP

VoIP

FMC

-

VoIP

VoIP

VoIP

VoIP

VoIP
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COMPANY

Cable Vision

Time Warner Cable

Cox Communications

Comcast

AOL 
(AmericaOnline Inc.)

Yahoo

Google

SERVICE

• Launched its VoIP services in 2003 and had 250,000 
subscribers by December 2004, adding around 7,000 
to 12,000 VoIP customer per week.

• Time Warner Cable entered into an agreement with 
Sprint Communication and MCI to provide technology 
for company’s Digital Phone; it had 220,000 
subscribers by December 2004, adding around 
12,000 VoIP customers per week.

• Launched its VoIP services in 2003, North America’s 
leading provider of cable telephony.

• Launched its VoIP services recently; has 5.5million 
broadband subscribers.

• Launched its VoIP offering in April 2005.

• Acquired Dialpad communications Inc., which 
specialises in VoIP solutions and has helped Yahoo 
to enhance its messenger service.

• Launched messenger service “Google Talk”

NITIATIVE

-

Tie-up

-

-

-

Acquired

-

TECHNOLOGY

VoIP

VoIP

VoIP

VoIP

VoIP

VoIP

VoIP

Table 1: Market Players (continuation)

Source: Evalueserve Analysis
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EVALUESERVE DISCLAIMER

The information contained herein has been obtained from sources believed to be reliable. Evalueserve
disclaims all warranties as to the accuracy, completeness or adequacy of such information.
Evalueserve shall have no liability for errors, omissions or inadequacies in the information contained
herein or for interpretations thereof.
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“Convergence... has highest impact when it comes to standardization, where
companies try not only to mobilize services but also to look at technology 

from a broader viewpoint.”

CONVERGENCE IN THE CORPORATE ENVIRONMENT

In terms of your daily professional activities, what sort of role do you see
convergence playing now?
The corporate customers I deal with are looking at solutions and integration
devices predominantly in three areas. The most obvious is handling email using
mobile devices, something you see widely adopted in the market. The second

one is what I would call “intranet access,” which includes field-force and sales-force mobilization.
That includes using wireless in routing systems for drivers and deliveries, or mobilizing your CRM
so you deliver services better, like having the service people repairing copy machines being able to
access information about equipment wirelessly.

The third area is standardization, where a customer says, “Right now I have a lot of islands when
it comes to IT and telephony. How about combining some of those and standardizing onto a smaller
set?” They may have multiple PBXs and networks running in parallel and might also be using
multiple operators to cover mobility needs. Standardization allows them to simplify things but also
to reduce their costs and increase their predictability. 

Convergence plays a role in all three areas, but obviously it has highest impact when it comes to
standardization, where companies try not only to mobilize services but also to look at technology
from a broader viewpoint.

For technologies to reach critical mass in terms of market penetration, they need to actually solve
problems for their adopters. What are the problems convergence solves for your clients?
With mobile email, people obviously value being able to use their downtime better and to be more
flexible in the way that they’re working. In the intranet scenario, there’s a much more calculable
benefit. Take the example of copy-machine servicing, which we did with Ricoh in France. If the
service teams have to come to the office less often to sync up, report their activity and collect new
information, they have more time for working (and also gain free time for themselves). In the
standardization scenario, convergence solves the problem of unnecessary complexity. If you’re
currently getting an overwhelming number of invoices from a multitude of mobile phone companies,
standardizing to one handset and getting one invoice a month could be a CIO-level project.

During the new economy era, people expected full convergence by 2005. It hasn’t quite happened
yet. How do you analyze the current speed and progress of convergence?
Things always move more slowly than the market expects. On the other hand, today convergence
really is picking up in dynamism. I think it’s comparable to other devices. Video recorders also took
quite some time to catch on but once they hit, you had hockey-stick growth - everyone suddenly
felt the need to have one at home. 

Right now I am perceiving a need for mobile email and faster access kicking in among more and

> Klaus Seibold, Director, Mobility Solutions Sales EMEA, Nokia
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more people. People are really looking into it and starting to ask what competitive advantage it
could offer, then asking Nokia how we can help. Standardization is farther behind – because there
is more complexity and more jargon involved in this space. This is something only front-runners
consider at this very point in time.

When people talk about standardization, there’s lots of talk about VoIP. I think what we should
actually focus on are the ramifications: Going forward you can put your PBX functionality onto your
mobile device, meaning you can have a business number routed into your mobile phone; you can
use the phonebook; you can forward and record calls. You can easily change between the bearers,
whether that means GSM coverage, VOIP over WiFi, data over 3G, and adapt to the situation as
suits you best. I’d say we’re half-a-year to a year away from rolling that out.

And how far are we from true convergence?
I think it’s happening. But it’s an evolution. The revolution happened earlier, when we realized that
we had the capabilities. The evolutionary process involves targeting the applications we want to
mobilize and the processes that we want to improve, and it also involves the dynamic of building
awareness through implementation among the corporates. We’re seeing a good list of companies
that are implementing these things today, companies such as Daimler Chrysler, Volvo,
DeutscheBank, Sonera and ABB. So the train has left the station and is picking up speed. As
more mobility solutions come in, functioning as enablers, this will just get easier and easier.

What has surprised you most in the development of convergence?
I think that for once people are really focused on benefits rather than the technology underlying
them. With video there was the battle between VHS and Beta. Then later we all had to struggle
with understanding what “UMTS” actually stands for. But now we’re talking about what type of
extra flexibility we can get. For me personally, talking to corporates, they’re not asking me about
whether they need 3G, they’re asking me, “What do I need to do to get this process mobilized?”
It’s completely free of technology-driven requests, far less jargon-based than what I’ve
experienced with any other new market initiatives. So we are, refreshingly, focused on what these
technologies actually mean for people.
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INTRODUCTION

At the height of the new-economy hype, “Convergence” was the term that launched a thousand IPO
plans, promising to combine all possible information and entertainment services into a single
phone/PDA/web-browser/tablet/TV, pumping up profits generated from the hyperactive usage by
dynamic data consumers. At the time, some of the most aggressive prognostications would have
labeled 2005 a ‘conservative’ date for the expected arrival of a fully convergent technosphere.

In fact, it has not yet arrived. Yet despite the stagnating effect of the New Economy’s bubble bursting,
Convergence is becoming a more and more common aspect of reality for the general public. Once
strictly for geeks, VoIP (Voice Over Internet Protocol) telephone calling has arrived in force, be it
through telecom companies such as Vonage, cable companies such as cablecom, or software
developers such as skype, whose purchase by eBay for $4.1 billion in September made it suddenly
impossible to dismiss it and its brethren as fringe players doomed to failure.

Likewise, device Convergence has manifested itself in the increasing sophistication of mobile phones,
the business-world invasion of Blackberrys and the rocketing sales of phone-PDA hybrids such as the
Nokia Communicator series and Handspring Treo. Convergence manifests itself in minor ways as well.
In Switzerland, for example, anyone who owns a computer must pay the television usage tax, even if
they have no actual TV set, due to the reality of TV over internet (IPTV), which means anyone with
broadband can access TV programming.

Clearly there remain major obstacles to total Convergence, including: the difficulty of establishing
uniform technical standards; regulatory complexities as the boundary between various industries
collapses; and the need for incumbents to recoup past infrastructure investments. Nonetheless, even
if the platonic ideal of Convergence – all services, one device - never becomes a reality, it seems certain
that as technology such as 3G and WiMax become ubiquitous, miniaturization continues and data-
transmission infrastructures expand in reach and rapidity, the general trend toward Convergence will
intensify, not abate.

DEFINING “CONVERGENCE”

Before launching into the scenario exercises, the Thought Leaders needed to have a working definition
of the term Convergence. They had been asked before the Forum to submit their own personal
definitions; when posted before the participants, these definitions offered a head-spinningly wide range
of perspectives. 

Some Thought Leaders focused on devices:
“Convergence will mean the wider spread of multi-purpose devices together with increased ease
of use”.

Others focused on the positive impact of Convergence from a user’s perspective: 
“Convergence is a changing communication culture that will drive demand for richer
communication and combined services: images, text, sounds, video and voice in appealing
combinations. Users will take up the possibility to communicate in better ways that express
feelings and reinforce their sense of belonging”.
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Still others focused on the disruptive possibilities: 
“Convergence brings confusion in an, up to now, well-structured world where every kind of
content and application was delivered over its specific diffusion channel or infrastructure and
equipment”.

But in the end, when the Thought Leaders voted upon the operative definition that would guide their
discussions for the rest of the day, they heeded the lesson taught by the failures of technologies such
as WAP and the unexpected success of SMS. Combining two top vote-getters, they chose: 

“Convergence is a process of putting the customer into the center and overcoming all
technological, regulatory, geographic barriers. In the end, convergence will be defined by the
customer. There are and will be many blind alleys, with businesses losing money and time by
going down them.” 

Running a close second - and remaining a string subtext for the duration of that day’s debates - was
a definition focused upon the difficult balance involved in developing Convergence that achieves
widespread penetration. 

“Convergence is the never-ending battle between convenience and functionality, between
simplicity and complexity.”

Put another way: People want devices that can perform many tasks - but not if executing those tasks
is tortuous to execute and impossible to learn. 

THE EVOLUTION OF CONVERGENCE: 1990-2005

In preparation for the afternoon’s scenario exercises where we looked into the future, the
participants were asked to first take a look back. Each were grouped into respective industries
telecommunications, information services and media/entertainment and asked to compare and
contrast how the supply chains and value propositions of these three key Convergence industries had
evolved over the course of fifteen years, 1990 to 2005— a period marked by the transformative
impact of the internet and mobile technologies. 

Telecommunications
In Telecommunications, the Thought Leaders pointed to several key changes: 1) the new emphasis
on marketing to create popular devices in a more competitive environment; 2) the deregulation of
industries once dominated by governmental monopolies, like PTT in Switzerland (now broken up into
Swisscom and La Poste but still benefiting mightily from its incumbency—however, beginning to face
stiff competition) and; 3) the outsourcing of R&D and manufacturing. As one Thought Leader noted:
“Historically, this was a pull market but now it’s a push market. Thanks to telecoms buying solutions
globally, their emphasis is now on making creative business models, and their relationship with financial
analysts is much more important.”

Media & Entertainment
In the Media/Entertainment sphere, Thought Leaders highlighted an anti-convergence phenomenon
of sorts. Formerly, a few stations or publications distributed content to the entire public. Now the
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distribution has become balkanized, in part by the surging number of traditional media outlets, but far
more importantly by the rocketing importance of the Internet as an infinite distribution channel. “Today,
the little guys with great music or a great movie can get it out there on the market, “ pointed out one
Thought Leader. “That was not possible in 1990.” In that sense, the space has gone from push to pull
or, as another Thought Leader put it, “distribution becomes discovery.” From the standpoint of
production, however, there is a strong Convergence. Another Thought Leader noted: “In 2005, the
creator, distributor and content manager within the many-to-many environment is often the same
person.” 

Information Technology
In Information Technology, the big shift was the replacement of hardware by software as the driving
profit and positioning force. Some companies like IBM have even abandoned hardware altogether.
Likewise, the end users for the products of such companies are a much larger group of people –
anyone with a phone or computer – which means that the products need to be easily used, and that
customer support channels become a critical aspect of long-term success.

Capital & Control
Across all three industries several Thought Leaders pointed out that the role in 2005 of venture capital
and business models often eclipses the previously predominant position held by research and
manufacturing. “As the VC and the financer become involved earlier in the process, R & D gets rapidly
combined with product development,” said one. Citing skype, easily the most-discussed company that
day, several Thought Leaders noted the intimate role that VCs played in the creation of skype’s
products and strategy, and the huge rewards they reaped when eBay bought into their VoIP vision.

Summary
The distinctions between these convergent industries is rapidly becoming blurred as market pulls and
pushes have dramatically re-shaped the value propositions and supply chains of these industries to the
point where market boundaries are no longer recognized. There is plenty of drama for stock markets
and investors as companies are drawn by envy and fear to launch out into products and services that
showcase the latest technological advancements in an effort to keep customers happy and increase,
or at least not lose, market share. This effort to increase market share is also spawning new cross-
industry collaboration models and mergers between sometimes unlikely partners. Meanwhile, long time
incumbents are being forced to cannibalize their own revenue streams as new communications and
delivery modes such as VoIP and IM overtake the traditional phone call. Furthermore, with the spread
of broadband and wireless sources of innovation, distribution and delivery are disrupting the previous
business propositions of telecommunications, media and entertainment. With all this activity, value
chains are in a constant state of flux as companies and consumers alike adapt their learning curves in
an attempt to determine the meaning of “value” for themselves.

We will see through the creation of future scenarios what value means from an industry perspective as
well as from the individual Thought Leaders.

THE SCENARIO EXERCISE: OVERVIEW

The Scenario Framework
In order to probe the possible futures for Convergence, the Thought Leaders were divided into four
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separate working groups, each charged with imagining the state and impact of convergence in 2012
within one of four different scenarios: Passive Users, Slow Giants, Power to the People and Reluctant
Chaos.

Why imagine 2012? Because anything much sooner would just be a projection out from today’s
environment, while anything much longer away would be too far removed from reality, and drafting
science fiction is not the mission of the Thought Leadership Forum.

The scenarios (Slow Giants, Passive Users, etc) themselves had been developed during two pre-forum
workshop sessions with industry experts and stakeholders based on the starting assumptions that our
focus was the European marketplace from a global perspective. The process included first identifying
the most important forces driving Convergence across industries including socioeconomic,
government/regulatory, technological factors. Then came identifying the most critical of those drivers
based on the criteria of which of them would have the greatest uncertainty and impact if realized. From
these exercises we determined that User Acceptance1 and the technological environment, which we
coined as the “Techosystem”2, would be the greatest determinants of the future of Convergence.  

Thus, our graphical axis on which to plot the scenarios were framed by the degree of technological
advancement, our “Techosystem” (x-axis), where at one extreme is a market enviroment with high
regulation, slow and incremental technological innovation, and closed proprietary standards. At the
other extreme, a market enviroment of low regulation, high technological innovation, and open
standards. On the other axis (y-axis) is User Acceptance with High vs. Low extremes. 

Some general characteristics of the state of the converged marketplace can be seen in the Scenario
Framework Diagram below.

Diagram: The Scenario Framework
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1. The perceived sense of overall satisfaction with the technology devices, services and delivery channels taking into account their price, functionality, usability,
reliability, quality interoperability and compatability with other devices/services, security and privacy protections, as well as soft features like trend and lifestyle
factors. Acceptance can be measured by sales and market penetration.
2. The term techosystem was used throughout the Forum. Taken from the biological term, ecosystem that describes an ecologically and biologically interactive
microcosm, techosystem describes the interactive community of functional factors that influence the rate of growth and speed of change of technology including
software & hardware innovation, business models, delivery channels, content services and interfaces, regulation et cetera.
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Further Developing the Scenarios
From there it was the Thought Leaders job to further develop the characteristics that might exist in
each of the quadrants created by the axes of the Techosystem (x-axis) and User Acceptance (y-axis).
Thought Leaders were split into four groups, each with representatives from media, telecom, and IT,
who worked together within their groups on their assigned scenario for the remainder of the afternoon
session. 

The scenario exercise had two dimensions – macro-level and microcosmic. First, the Thought Leaders
needed to wrap their minds around all the different implications for Convergence of their assigned
scenario. Next, they were asked to create a mockup version for a 2012 magazine that reflected their
notions about how that scenario would play out in the real world in terms of the business, governmental
and social spheres. Finally, they had to select a magazine cover, write cover stories, choose headlines,
and prioritize the stories to reflect how Convergence existed within their scenario’s particular state of
play in 2012. 

Below is a look at how the final products, the magazine covers, fit into the scenario framework.

Scenarios as Magazine Covers:  
X-axis = The State of the Techosystem ; Y-axis = Degree of User Acceptance
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3. One of the four future scenarios developed by the Thought Leaders characterized by a state of high technological innovation and capacity.
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Each TL working group characterized a different quadrant of the framework. What follows is a fuller
description and discussion on the scenarios in each quadrant. Scenarios were given titles to help
illustrate the overall state of the industry and its players from “Passive Users” and “Slow Giants” to
“Power to the People” and “Reluctant Chaos”. 

Scenario: Passive Users

Imagine the techosystem as a huge pharmacy, in which clients depend entirely on those running the
institution to give them what they need. In this scenario, stagnation reigns due to high levels of
regulation and closed standards. But there is broad device penetration, albeit with devices that would
be laughed offstage in the “Power to the People”3 world.

The business environment for Convergence is weak here—services are few and underpowered,
content is kept behind digital walls, large incumbents rule the landscape. “The big brand owner like
Procter & Gamble will take over from the content provider,” predicted one Thought Leader, “because
such brands provide the biggest part of potential revenues.” With little incentive for innovation,
creativity is sapped and products are occasionally enhanced, not regularly reinvented. Entrepreneurs
are stymied as global companies split up the world into regional hegemonies.

Users remain relatively undemanding, passively putting their faith in a few brands, even if they’re not
excited by what’s being offered to them. (Think this is impossible? Remember the popularity of AOL’s
simplified, limited services, which long closed off access to the rest of the Internet.) Usability is high,
but customization is negligible. Security and privacy are well-protected, but only because users
operate within corporate digital fiefdoms.

Much marketing is based upon the sort of predictive-preferences technologies first popularized ten
years earlier by Amazon.com’s Suggestions software. Users pay for use of individual content or
services, with purchases consolidated into a single invoice. But the bill is essentially indecipherable,
said one Thought Leader, so “your bank balance goes down, but you are never quite sure why.”
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Passive Users: The Magazine Cover
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Passive Users: The Cover Stories
It’s hard to make an exciting magazine in a boring world, and the participants clearly reflected this fact,
drafting up a publication as enticing as lukewarm soup on a wintry alpine morning.

THOUGHT LEADERSHIP FORUM

First Tuesday Zurich, May 2006 56

Contents World Week - 4. October, 2005

COVER STORIES

Business
10 “Google Starts to Read Your Mind: Google Merges with Unilever 
to Deliver Consumer Favorites”
As consumers surf the web searching for their favorite items, their preferences are 
tracked by Google, which then uses this information to predictably “read minds” and serve 
up consumer favorites from Unilever. With the power of Google search and the numerous 
consumer products offered by Unilever, it is almost guaranteed that consumer spending 
for Unilever goods will be increased through this alliance. 

Society
14 “Mobile Devices of Celebrities”
If all phones have the same features, what will be the next one to buy? Sex-appeal rules 
in a world of no alternatives, so Jennifer Gates, Jaden Gil Agassi and Cruz Beckham 
explain how they chose their cell.

23 “Outsourcing Ghana's Education: Microsoft/Intel Vie with 
Amazon/eBay for Education Provider Rights in Ghana”
Tenders closed today in Ghana regarding the provision of the new corporate sponsored 
education system in that country. The global shortage of low-cost knowledge workers has 
driven these multibillion dollar bids to form the Ghana job market.

Technology
55 “Swiss Army Knife of Media Centers: Media Center XII.0 available, still boring”
Among the “great new features”: illuminated soft keys to allow for better reading and 
better usability while working at night and voice-controlled video recording system, 
allowing remote access to the home entertainment system from anywhere.

Politics
81 “Arnie is Back to Try for G3 on 3G”
Following the Supreme Court ruling that mobile-phone advertising would be part of the 
electoral-advertising blackout period, analysts indicate that the single most important 
factor in the coming California elections is likely to be how the sound bites and images 
of each candidate play on video phones.

SPECIAL FEATURE

Plus “Top Five Global Brands”…actually we only found three....
3. Microsoft Intel Apple, 2. Google Unilever Tata, 1. Amazon eBay Baidu
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Scenario: Slow Giants 

Drawing inspiration from Orwell’s 1984, this scenario posits a future in which information and
devices are closely regulated, albeit by a cabal of multinationals, not an all-seeing autocratic state.
The top companies? Participants cited Microsoft, Deutsche Telekom, Time Warner, and
Yahoo/Google. (“So….there’d be no difference between today and 2012,” half-joked one
participant. “Microsoft already has everything now.”) 

The business world is marked by high costs, outdated infrastructures, few operators and limited
choice for consumers. “This would involve a huge consolidation in media and IT,” says one
participant. “We will have higher returns per unit - but not in total, because the higher price will
inhibit demand.” The digital divide is deep, since the giants target elite users and corporations.
Intellectual copyright regulations make access to information tortuous and expensive. And legal
battles over copyrights and IP drain time and money from companies. Change is slow, creativity
reigned in.

The chance and incentives for entrepreneurship are negligible and incumbents almost impossible to
dislodge. To the extent that research and development takes place, it is more geared toward making
incremental gains in reliability than in catalyzing any sort of technological leap forward. Users are
demoralized, subjected to what one Thought Leader termed, “A monopoly of experience – once
people get used to working in a certain way, they habituate to it and will stay with it.”
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Slow Giants: The Magazine Cover
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Slow Giants: The Cover Stories
Illustrating the Slow Giants paradigm, the participants devised the following stories which reflect a 
top-down world dominated by lumbering companies.
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Contents The Observer - 4. October, 2012

COVER STORIES

Technology
11 “Till death do us part”
Choose carefully, because selecting your next mobile device is a long-term decision,
just like buying a house. 

Society & Economics
18 “Mafia foray into the TIME markets”
Michael Corleone is back in business - this time, however, the trucks crossing the 
Canadian border with booze have been replaced by IP packets, transporting that movie 
you would otherwise have been forced to view through an exclusive pay-per-view deal 
from your local monopoly. Industry insiders estimate a black market at USD 35 billion, 
growing at 30 percent per annum.

Business
47 “Google receives EU commission approval for EU-wide launch of IPTV”
Google announces that it has received EU approval for its European IPTV platform. 
This completes Google’s global IPTV network, offering consumers a choice of 30 
different channels for a global flat rate price of 60 Euros a month. 

52 “Man of the Year 2012: Condoleezza Rice”
Condoleezza Rice, former head of the National IT Security Department of the United States, 
has been named new head of Microsoft Quality and Security. Ms. Rice has laid out a clear 
agenda consisting of an aggressive policing program of IT and WISP start-ups, global 
customer data mining, and close cooperation with Google, Yahoo, Euro Voodoocom, 
and Veryzone USA.

63 “Fasted growing organizations of 2012”
6. US Telecom Board,   5. Yahoo,   4. The EU Telecom Commission, 
3. Google,   2. Deutsche Telekom,   1. Microsoft

Europe
75 “The ringtone rebel faces the music”
The European Court of Human Rights today reached a guilty decision in the case of teenager 
Martine, who created an un-authorized ringtone for her iPhone and then shared it with her 
school friends. The court decided in favour of WarnerUniversal and fined Martine's parents 
USD 10,000. The Swiss government's Minister for Microsoft Affairs agreed with the verdict 
and confirmed that the software that Martine used was not approved by Microsoft and was 
therefore able to circumvent the usual controls: "We must stamp out all uses of non-
Microsoft software, even if it is by a 15-year-old girl.”
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Scenario: Reluctant Chaos

In this scenario, entropy reigns. Amid messiness and disarray, there is no apparent structure or
organization. “Many current problems will be solved, only to be replaced by other ones,” predicted one
Thought Leader. “The more complicated devices of 2012 will cause problems we don't have now.”
While technological advances occur easily due to the low level of regulations and open standards,
convergence remains a pipe dream and devices are expensive and incompatible with each other. Travel
will require bringing an attaché case full of adapters, chargers, memory cards and data cables.

People have too many passwords, too many gadgets, too many manuals, too many different bills for
their information. Every device function has one unique IP number, creating significant net traffic
overload. Early adopters love the constant flow of new gadgets, but normal users are reluctant to
waste time and money trying to make convergence happen for themselves. Over time, users, finding
it too complicated to sort out, develop a deep disillusionment with all the options. Instead of choosing
brands based upon quality and performance, they simplify their purchasing decisions and go with the
“safe” and “trusted” brands. 

Within the companies that should drive Convergence, leaders remain scared of making purchases or
alliances, since they are unsure about future consumer patterns and the effect of new disruptive
technologies. And when something succeeds, it is rapidly copied and commoditized by Chinese
manufacturers. “I imagine a lot ‘false productivity,’” says one Thought Leader, “There’d be little or no
long term value, because the devices would be efficient but not effective.” 

The market is a free-for-all with different providers offering different bundles of services and devices,
few of which interface with those provided by competitors (much like IM technologies until very
recently). “In this situation, governments might try to take control because they are uncomfortable with
the chaos,” notes one Thought Leader. “But by trying to put a layer of regulation on top of it all, they
would cause even more chaos.”
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Reluctant Chaos: Magazine Cover
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Reluctant Chaos: The Cover Stories
In this world, the magazine reflects a scattershot, hectic life, where people lose time and energy
chasing after progress.
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Contents The Record - 4. October, 2012

COVER STORIES

Health
26 “Do you suffer from DRA?”
The anxiety caused by the complicated number of devices and applications is causing life-
shortening psychological stress. Thus, doctors recognize Device Related Anxiety (DRA) as a 
legitimate medical syndrome. An example: Bob is away on business. After a long flight, he 
is sleeping soundly in his hotel room. Suddenly, a ring sounds and pulls him from his sleep. 
Bob springs from the bed and opens his “device bag.” Which device is ringing? Who is it? Is 
it his phone? Has an email arrived? Is it an alert?” 

Society
38 “Sending Your Child Off to School...In China!”
With 2 years remaining in his gymnasium studies in Rüschlikon, Urs and many like him, are
choosing to forgo Swiss studies and seize the opportunities awaiting in China. Universities in 
Asia are getting aggressive in recruiting the best students from all over the world, including 
the use of online competitions like the one in which Urs participated. “I really wanted to work 
with the brightest kids,” he says. “And the opportunity to work for a Chinese company is 
great.”

Business
45 “Rumor in the sky: Lufthansa to buy eBay?”
Sources close to Lufthansa leadership say that the German airline is about to acquire 
eBay/skype. Analysts speculate that Lufthansa may try in-flight auctions as a key 
differentiator after the failure of its traditional loyalty programs. It is unclear whether or not 
Lufthansa plan to use eBay's auction tools to sell its air tickets.

Technology
55 “The Identifier: the gadget to manage your life.”
You need multiple usernames/passwords/protocols to manage your daily life. So who are 
you - your skype number, your mobile number, your Yahoo IM, your name, your five 
email addresses? Now there’s a solution: The Identifier device keeps all your identities 
and passwords.

SPECIAL FEATURE

80 “Today’s top 11 wireless networks”
11. SwissOrRise,   10. McDonald’s,   09. Megafire,   08. Stillnonet,   07. Nonet   06. S`Netzle, 
05. Abundance.com,   04. Neighbourcom,   03. Meshcom,   02. Rüschlicom,   01. Kitchennet
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Scenario: Power to the People 

Essentially, this scenario involves the combining and realization of every futuristic mobile device
commercial you’ve ever seen, including the constant soundtrack of uplifting electronic music. Rather
then staring at screens, people use “heads up” displays linked to sunglasses, headsets and the like.
A single device the size of a wallet handles transactions, phone, email, music, web, multimode
networks and interfaces with shops, other people’s devices, home media systems, et cetera. People
are surrounded by a ubiquitous personal network-data cloud, allowing them easy access to info on the
go. Everything works whenever, wherever and however you want. In short: on-demand, anytime,
anywhere seamless convergence.

Billing is unified, transparent and interactive. Prices are low. Security is provided by free encryption,
creating an environment where users feel safe to fully engage in a pervasively digital lifestyle. All this
triggers high user acceptance, which in turn drives a constant process of revolutionary technological
progress, taking place in an environment without legal or governmental constraints. Pervasive
technology raises productivity, encourages innovative entrepreneurs, promotes personal and creative
self-actualization. “Simplicity and user experience drives all innovation,” predicted one Thought Leader,
“Small vendors are able to provide very innovative solutions.” 

Companies partner on projects, rather than entering long-term engagements, thereby avoiding
stagnation caused by strategic constraints. People like their work more, because convergent
technologies make it more efficient and fun. The digital divide diminishes to almost nothing, both within
nations and across the globe, as developing countries benefit from greater access to resources and
infrastructure. Geography becomes less relevant than personal positioning within the techosystem. “As
an individual, I can create my personal brand and distribute it,” says one Thought Leader. “Then I will
collect money from the carrier by pushing new services to my buddy list.” Likewise, any company that
can get close to the consumer will be winners, making community based web services and interest
groups paramount promotional practices.
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Power to the People: The Magazine 
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Power to the People: The Cover Stories
Not surprisingly, this magazine reads a like an evangelizing pamphlet for technological progress.
Behold…
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Contents The Record - 4. October, 2012

COVER STORY 

Health
26 “In the blink of an eye”
Thanks to Retinal displays your communication device is smaller than your pencil! After 
several years of experimental stage, the ETH researchers and Swiss TOM Labs have 
developed a set of displays which project the information directly on the user’s retina.

Politics
38 “Bye Bye Voting Booth”
On October 4, 2012 the EU enters a brave new world. Mobile Voting will benefit the 
electorate through more involvement in many issues, empowering all members of the EU 
community to engage with 'Europe,' by connecting individuals beyond the member state.

Business
23 “Talk for free in all of Europe”
London/Paris/Berlin/Milan: From today onward, voice communication can be free 
throughout Europe if you consume advertising at public and semi-public places. Change 
your attention time into the new Telecom currency: COM-Points.

55 “Amazon fights eBay’s Juicy Margins in court” 
Having failed to win in the marketplace, Amazon is fighting eBay in court. Over the last five 
years, eBay developed sophisticated real-time tracking and location systems for individual 
consumer buying habits. Now, Amazon claims eBay infringed US data protection legislation 
and restricted competition through its exclusive relationship with Paypal Data Services.

SPECIAL FEATURE

81 “Top business concepts of 2012”
1. SBC’s user-information trading: SBC is leveraging its huge customer base and focusing 

on gathering structured information about user behavior. Individual customers receive 
telecommunication services for free if they allow SBC to forward their user information 
to interested third parties.

2. IMG’s personalized content creation system: Products are created at any public 
appearance of the agency’s contracted clients. Content is immediately available online 
and off-line as a takeaway. Millions of MMS revenues shared.

3. Nestle’s “Buy one, feed two” African aid program: Smart labels give real-time donation 
balances daily.



White Paper

Conclusion

The point of scenario planning is not to predict the future but rather to provide a map of possibilities
based on today’s certainties and tomorrow’s uncertainties.

The TLF results are only a starting point. Armed with the results of our exploration into the future,
companies and individuals from all sides should consider where they are now. They should then
determine the “early indicators” for each scenario along with the implications for strategy, growth and
development, This analysis will be very different for all parties involved, particularly between those
industries directly involved in supplying digital products and infrastructure compared with the demand
side (those of us, corporations and consumers, who buy them).

As a demonstration, we assigned our audience members into groups each representing a different
stakeholder among the converged industries (including telecom, mobile providers, pure VoIP,
Broadcasting, regulators, Gaming, Media/Publishing, Consumer Electronics, End users, Device
manufactures, Internet Players) and asked them to vote on their scenario preference based on their
assigned perspective. 

Just under 60% chose the consumer-centered “Power to the People” scenario. Understandably, the
dissenters were telecoms, mobile and broadcasting segments who chose Passive Users as their
preferred future. Media and Publishing was the notable exception benefiting most in the Slow Giants
scenario.

Not all companies (or in this case entire industries) benefit the same in each scenario story and to
some it means actually losing. However, as many of our Thought Leaders pointed out, a disruption
can actual turn out to be an opportunity and the sooner they face up to market challenges and
disruptions, the sooner they can devise strategies to “manage and monetize” change instead of
defensively reacting to it. 

Convergence is a technological trend that has already started to roll and its momentum continues to
accelerate. Any industry attempt to deny or avert this fact need only look back to recent history to see
that they will face a difficult struggle and that they ultimately will be trampled by both technological
innovation and the will of the consumer in the march down the road to Convergence. 
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“I think that more and more, hotspots will drive convergence 
by forcing issues such as mobile VOIP.”

Interview 03 – Thought Leader
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MOBILITY AND CONVERGENCE

In the late 90s there was a notion that by now every application would
converge into one device, using virtually unlimited bandwidth. What
happened?
The most difficult technological obstacle in terms of mobile/fixed convergence
has been making a seamless data handover happen. There are now several

solutions from Ericsson, Motorola and Samsung that work. But without a GSM license, it’s hard
to have a seamless handover - unless you happen to have a good working relationship with a GSM
provider.
It’s more technologically and commercially feasible for an incumbent provider with fixed line and
GSM networks but they have no great motivation to implement it. If you look at the structure of
most telecom incumbents, they’re horizontally organized, with a fixed department and separate
mobile department, which do not necessarily want to work together or share revenues. 

What has surprised you most about the way that convergence has developed over time?
I’ve been a bit surprised by how slow the Swiss uptake was for wireless services such as GPRS,
WAP and WiFi. It took almost a year longer for WiFi to take off here than in places like the States
and other parts of Europe. With public WiFi hotspots, I think that delay was due to the initial
approach by the large incumbent, Swisscom, in rolling them out. They only set hotspots up in four-
star and five-star hotels, which were prohibitively expensive and they were only for Swisscom
customers. It was only when Wireless ISPs like Monzoon started rolling out their own networks
that you started seeing more usage. I think that more and more, hotspots will drive convergence
by forcing issues such as mobile VOIP.

Another thing that surprised me was the reluctance of the major handset providers to rapidly
launch consumer-grade WiFI GSM (SIP-SIM) handsets. The technology is there; we have tested
SIP-SIM handsets that work well. But I have the feeling that the handset makers were under
pressure from GSM providers not to make mobile VoIP happen too soon. Today, I think it’s a year
to a year-and-a-half away. Because the handsets are finally, slowly but surely, coming to market.
There are two or three handsets out now; Nokia, Ericsson and Samsung will come out with more
this year and these handsets will be the main drivers for broader implementation.

Is it fair to say that today’s obstacles to convergence are economic or psychological, rather
than technological?
Again, the technology is there. The main slowing factor to convergence now is network operators
along with GSM- and UMTS-license holders protecting their investment. They are highly reticent
when it comes to making VOIP/GSM convergence happen, because they have to pay back their
license and network costs. That’s certainly a defendable position when you look at the capital
expenditures they made for these investments. But it’s our mission to remove that obstacle. Firms
like cablecom and other larger cable companies will make the first moves on the market.

> Bengt Radel, Senior Manager, Wireless Business Development, cablecom GmbH
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INTRODUCTION

Over the last 10 years we have seen a lot of technologies and uses moving to the Internet. You can
watch TV over the Net; listen to the radio over the Net—we have given up postcards and letters and
now write emails over the Net. Together with chat and Instant Messaging services, quite a lot of our
communication is now over the Internet. In addition, you can manage data and play games over the Net. 

Now through the popularization of skype and other VoIP providers, even phone communication, the
last stronghold of the telephone industry is now moving to the Net. Convergence isn’t a destination—
it’s a road and we are moving down that road at a very high speed!

This move towards digitization is clearly undermining longstanding business models and is disrupting
the landscape of entire industries. However, it is also creating opportunities for new companies as well
as the existing players who have enough foresight to see down the road.

The music industry has been a heavy battlefield for the digitization and the convergence of new
technologies. Starting with Napster and the resistance of the music industry, we have had several
iterations of business and digital rights models with the latest being Apple’s itunes and other variants
of shared music services like UK MSP, PlayLouder.

We have invited PlayLouder’s Paul Hitchman to illustrate how digital convergence is redefining
traditional boundaries and shaking up entire industry empires, but also creating bountiful opportunities
for new ideas and innovation.

The Music Industry Transformed by Digital Technologies

> Paul Hitchman, Managing Director, PlayLouder MSP

I am going to talk to you about my experiences in the music
industry, particularly how the music industry has faced up to the
challenges of Convergence, and the impact of digital technologies,
which have been very disruptive to their business model but which
have also thrown up a lot of opportunities. My background is in the
music industry, which I left in 2000 to start PlayLouder, a digital
music and media company. We recently formed PlayLouder MSP
which is the world’s first music ISP [Internet Service Provider] which
I’ll explain later. 

Music as a Commodity

The fact of the matter is that in the music world, it’s now only voluntary to pay for music. This is quite
a startling fact (first expressed to me by the American music commentator, Jim Griffin) but a fact that
is now really quite self-evident and has been the case for about 4 to 5 years.
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If you want to get music now – the raw material of music – it is easily got and it is free. For the music
industry when digital started to have this impact the reaction was that maybe this was just a format
change like previous format changes (i.e. records to CD’s). But in fact, digitalization has had a much
more profound impact than just a change of format. If you think about the fundamentals at work here,
the business fundamentals are that the demand for digital media and digital music in general has been
increasing exponentially and the supply has been increasing exponentially and the cost is being
reduced exponentially such that we have now a frictionless market. Any attempt to apply friction to this
market is being circumvented by a combination of consumers and software developers.

So there are threats and opportunities that the music industry has to face: there’s a proliferation of
new technologies such as MP3, file sharing, broadband, mobile, et cetera that have been impacting
the music industry; and new companies entering the market who were not previously in the music
business - I am talking here about telecoms, ISPs, mobile companies, software companies, like
Microsoft and Apple; and new products like the iPod and mobile phones, which are taking consumer
spending away from the music industry. 

However, all of these channels also present opportunities. In fact the music economy as a whole is
thriving. There are more people in more places consuming music in different ways than ever before
and if you think back in history, every previous disruptive technology has had ultimately a very beneficial

and positive effect on the music industry. If you go back to the
1920s, the music industry was predominately a producer of
sheet music. Then came the phonograph records and the
sheet music publishers at the time thought this was the end
of the music industry—the end of their industry. But it, of
course, provided a huge spur to the industry as a whole, and
ultimately even to the music publishers which adapted their

business model to accommodate the new technology. The same thing happened with CD’s with analog
being replaced by digital. 

Perhaps another comparison is when radio, that is commercial radio in Europe, evolved in the late
sixties. The music industry or rather the record industry thought that this was a real threat to its
business model because if people listened to the radio, why would they ever buy records. But of course
it turned into a whole new area of exploitation and promotion for the record industry, commercial radio,
which again provided a spur to the traditional music industry.

So how has the music industry responded to this new challenge of digitalization? 

Out of Tune

Well, we have seen a life cycle of response to change. First, the music industry pretended that the
Internet and the digital distribution of music didn’t exist. Then they tried to stop it and went to great
lengths to try and stop it mostly by buying companies and closing them down. Universal bought
MP3.com for $372 million and then closed it down. The music companies spent more than $100
million on the original Napster and then essentially closed that down. They also spent a large amount
of resources and time trying to sue the innovative companies out of existence and to some extent met
with some success. 
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Then they decided that if this digital distribution is going to happen
then they should try and control it. So what the music companies,
the big music companies, did was try and start their own digital
media companies, for example, Musicnet and Pressplay. They
thought they would be able to control the whole digital music market
through these two companies pursuing policies of either suing or not
licensing to the competitors. But that strategy failed miserably as
well. So we move on to the final phase – which is just about where
we are now – which is managing the flow of digital music and trying
to monetize it. 

Peering into the Future

We have seen with Apple’s iTunes service a billion downloads so far which is actually just scratching
the surface of what’s going on because it accounts for only the legal mainstream downloads. Perhaps
one percent of all downloads are in the legal environment and 99 percent or so are in the illegal

environment. The challenge for the music industry is to take this one
percent and elevate it to10 percent—take the 1 billion to 10 billion.
So it is impossible to talk about the effect of digital on the music
industry without talking about file sharing and peer-to-peer. 

Can I ask, how many here have tried peer-to-peer file sharing?
(show of hands). Okay, a lot of people. So I’ll assume then that you
understand it and take it from there. File sharing has been the killer

application of broadband just like P2P was the killer app of narrow band, that P2P being email and
we are going to hear about VoIP, another type of P2P communication, later on. 

The Internet is all about P2P communications in one form or another and broadband has been driven
to a large extent by file sharing. At the moment, depending on the ISP, something between 50-80
percent of all traffic on broadband networks is P2P file sharing. So it is a huge proportion of all online
activity and the popularity of this just keeps on growing. The most recent statistics were that more than
9 million people on average were connected simultaneously to file sharing networks at any one time.
So that means right now around the world there are more than 9 million people connected to file
sharing networks who are sharing music and other kinds of media. The sharing of other digital media,
like TV and film, are becoming just as popular. 

So the next question is where is it going? 

Desperate Measures

Well, we started with Napster which was a huge opportunity for the music industry that it failed to
sieze. Instead, it sued Napster out of existence. Now [Napster] was a type of file sharing that was
centralized and controllable. We then moved on to decentralized file sharing which is where we are
now and there have been some legal cases in Australia, the US and elsewhere which have given some
positive results for the music industry in their efforts to sue those companies. 
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The next step in the progression will be encrypted networks and virtual private networks. The more the
music industry tries to control, the more difficult it becomes because it becomes an arms race between
the software developers and the rights owners. 

So what is the best response? 

Well, in my view it goes back to manage and monetize. If we can move from one percent legal to ten
percent then that is huge growth in the legal market and any attempt to prevent and control is anyway
doomed to failure.

Digital Rights Management

There’s a lot of talk in the music industry about digital rights
management or DRM as it is called. In my view what DRM
should really focus on is identifying the rights owner and tracking
the usage. Now as DRM has come into being, it has come to
mean access control – meaning controlling who gets access to
content. However, in the future, I think it will go back to
monitoring what happens to the content and making sure that
the rights owner for that content is compensated. Because what
is just as important as DRM is interoperability and what I mean
by that is the ability for users to take that content, to take that
music, and to use it with whatever device they choose and across whichever platform they choose.

This is currently not the case at all. 

If you download from one music download shop you can’t use that file type with your iPod and vice
versa. We are in a terrible situation right now where people are being encouraged to use legal music
services but are finding that when they do use them they are not compatible with the hardware they
have and/or it is not compatible from platform-to-platform, say for example from mobile to internet. It
is very important that the friction element of DRM is balanced with its ease of use. 

Going back to the email analogy, if email had had the same type of rules applied to it back then as
content has now, then it would have never evolved as it has. Imagine if you could only transfer email
from say one email client to another email client or you had to pay for each email you sent. It has to
be balanced. The access and control has to be balanced with ease of use. And the most important
aspect to it is to add value to content and that will encourage users to embrace DRM rather than run
away from it. 

Creative Measures

There are many ways you can add value by adding services like recommended music—using people’s
music usage to allow them to recommend music to other participants in the community. Provide users
with tools that allow them to interact in a community together. There are a variety of ways to bundle
services like these and other exclusive services together with DRM’ed music. 

So it is a matter of managing the music and then monetizing it because we are now in a situation
where music is just raw material. As I said at the beginning, it’s just voluntary to pay for the music, so
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the music has ceased to be the product in itself and it’s now about how you add value to the music
with accompanying services and applications. So for example, broadband with peer-to-peer, mobile
with ringtones, video streaming and the portability of mobile, these features all add value to the raw
music. 

Community and music discovery are becoming useful features for users around which new business
models can be constructed. Again, it is not the fact that you can get the music that is important but
how do you as the user discover new music? Discovery means using new software and new
technologies to point people in the direction of the music they might like and enable them to share and
discuss music in a community with like-minded people. This is a useful feature that adds value to the
raw music, and people are prepared to pay for that as part of their overall music experience. 

Another way that users’ experience of music might be packaged is with their own creative expression.
People are enjoying becoming their own radio station online, sharing their tastes, opinions and playlists
with other users, and even making their own mixes of music using samples of other people’s music,
and sharing it with other users in the community. Finally, we are even seeing new record companies
launching and giving away music online for free. Many of these are new independent labels who are
using this as a strategy to create brand value and then, in order to turn a revenue, they sell gig tickets
or product merchandise on the back of the music. 

In each case the future has to be about finding ways to add value to the raw music in order to enhance
the user experience and create producs and services that music fans will pay for.

About PlayLouder MSP

I am going to run through a quick example of my company, PlayLouder, and our experience as an
MSP, as an example to practically illustrate how innovation and convergence can be used successfully.
We are the first ISP in the world to work in partnership with the record companies, reversing the
previous antipathy and opposition between ISPs who take no responsibility for the music on their
networks and the rights owners who demand that they do take some control. We are reversing that
paradigm and working in partnership with record companies and rights owners to control file sharing
while at the same time bringing consumers who were previously sharing files illegally into a legal and
licensed environment.

We are using innovative technology to take control of file sharing, but at the same time we are adding
value to the consumer by optimizing their experience with music file sharing for example by making it
more reliable and of higher quality. So the consumer wins with better service and the rights owners
win because they share in the revenues. So there is innovation in both technology and business model.

From the point of view of convergence, we are a converged service in the sense that we bring access
to the Internet combined with access to music. That’s unlimited Internet access, unlimited music within
one bundle, and the music service integrated into the core of the Internet network. We add value by
improving and optimizing the consumer experience. 

To give an illustrative example, at the moment, if you use some of the file sharing networks like Kazaa,
you’ll notice that you have to download the same file 4 or 5 times to get a good quality version and
many files that say they are one thing turn out to be another. On our network, we seed the network
with high quality encodings so that users can see what they are downloading and know exactly what
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they are getting — so we add value. 

From the ISP point of view, we differentiate ourselves with this product offering so we are a next
generation ISP— meaning we offer content as well as access. For most consumers, access is now a
commodity and that is what’s driving the price and margins down which makes it very difficult to
acquire customers because there is no differentiation among ISP’s. 

Because we are providing additional value, consumers are willing to pay that little bit more. We share
those incremental revenues with digital rights owners. In the UK alone, if our model was applied across
all the broadband ISP’s, we’d be generating a revenue share for rights owners of £300 million or USD
450 million per year right now. 

Creating Harmony

I’d like to give you a vision of the future, an optimistic vision assuming this strategy of innovation,
monetizing and managing digital media continues–as I hope it will. For music consumers, we’re talking
about music being available everywhere like water. Regardless of device or platform you’ll be able to

access as much music as you like, whenever you like in a
seamless way. That music will be interoperable on any device you
wish to choose and will be transferable between devices. So
access to the music will be totally easy and there will be all these
added services on top. Consumers are paying for these services,
for access to the infinite jukebox and all the services that come
with it.

Music is changing from a product to a service and that is the impact of digital and the impact of
convergence. For the producers, this involves a change in the distribution strategy. Whereas before,
the product was one CD and one distribution channel through physical retailers, we are talking about
music being distributed across all platforms and through many different channels. 

And it is not just the music, it is all the things that go with the music—the access to the artists, the
video material, the tickets, the merchandise—everything bundled together and providing services to
the consumer. We are also talking about much better targeted marketing to the consumer. The
relationship between music owners, content owners, and their distributors will become much better
and we will be able to first, deepen the market, and second, broaden the market. Worldwide markets
mean the niche music content providers become much more viable and there is a growth and spread
across to provide a broader and deeper market. 

Changing music from a product to a service will actually increase the amount of spend per consumer.
And this is actually very important to the music industry because historically the music industry has
been very bad at getting money out of people. In the UK, which has been a very high-spending, music-
interested population, the average person buys 2 or 3 CD’s a year. So the net revenues for the music
industry are very low. This way we can broaden the market and increase the average spend of that
market per consumer. 

Parting Thoughts

I will finish with some lessons from the music industry in this environment of digital technologies and
digital distribution of content.
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Innovation is the key. Innovation in technology—harnessing that technology and applying it to
innovative business models. It is important to recognize that music is just a raw material so you have
to add value to that raw material with value-added services and applications that go along with the
music. It is very important to design those services around what the consumer wants. If you try and
force the consumer to change, the consumer will only find a way around you. You have to bring
consumers into a legal and licensed environment to manage their behavior. As a provider and
distributor you must find services that they want and find ways to charge them for it. Some of those
wants will still lie outside the licensed environment, but like I said, if we can increase legal usage from
1 to 10 percent to even 50 percent, then we will have a much bigger music industry. 

Questions to Paul Hitchman from Moderator Bruno Giussani and Audience

BG: I like your image of music as raw material but I am not sure that if I were a music major I would
like that. Basically what you are saying is that they are only in charge of the first stage of the product,
the rest of the work will be done by us or by, for example, some self-proclaimed online music DJ who
re-samples and remixes things from his garage.

PH: The sheet music producers didn’t like the idea of phonograph records either and yet records
changed the nature of the music publishing business. Thanks to records, the music publishing industry
is a lot bigger than it was when they were just sheet music publishers. So it is a matter of harnessing
the technology and working in partnership. The music companies need to work in partnership with the
other service providers and that is what they are not good at because they are used to control. 

BG: What about a partnership with the actual users who are creating part of this? You yourself
mentioned playlists and sampling and these kinds of things. 

PH: Well again, I think the music industry distrusts its consumers and that is why we are in this era of
antagonism between the consumers, who want digital music, and the record companies, who want
them to have it in a certain way. So I agree, it is about restoring trust in the relationship between the
industry and its consumers.

BG: When do you expect the music compact disc to disappear?

PH: I don’t think physical products like the CD will disappear at all. I think people want to collect
physical products. What the CD will do is evolve. It has to become more of a collector’s item, more of
a high-value collectible item, and then it just becomes another revenue source alongside mobile, the
Internet, and other physical products. They need to get into the other product and service offerings I
was talking about.

A number of business plans are cropping up based on the monthly service charge model. Do you think
there is a limit to how many companies can charge for monthly services, for example, music and video
on top of the TV charges they are getting at the moment?

PH: I think the consumers like bundling. The cable and satellite models show they like bundling and
you can always add more and more bundles. Consumers like the flexibility, simplicity and choice
bundles offer. I think for the music industry and for the content media industry as a whole, bundling is
the future on a subscription basis.
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INTRODUCTION

This has been an interesting summer. In June Yahoo! buys Dialpad a famous VoIP operator. In July
Google launches Google Talk which is their VoIP service. In August Microsoft buys another VoIP
service provider, Teleo. And in September ebay buys skype for billions of dollars. VoIP has been around
for ten years but suddenly this summer it has exploded – it has been the coming out party of VoIP.
There’s a lot of expectations and speculations surrounding VoIP services giving rise to declarations that
“the rise of skype and other VoIP services means nothing less than the death of the traditional
telephony system.1

That is quite radical – particularly when it revolves around a company that has only 60 million in revenues
versus the trillions of dollars of the telephony incumbents. 

We invited Jeff Bonforte to talk about how VoIP will continue to develop in a converged world and
Yahoo!’s future plans in the area. 

Below is a summary of Jeff’s presentation and his responses to audience questions.

VoIP and Convergence

> Jeff Bonforte, Senior Director, VoIP Products, Yahoo! Inc.

VoIP and Convergence

Jeff spoke about Yahoo!’s plans in the area of VoIP and what
convergence means for this multimedia and distribution giant.

Yahoo! sees voice only as a starting point with combinations with
other enriched multimodal services in the works.

Prominent themes in Jeff’s keynote were that Yahoo! doesn’t see
itself using VoIP to compete with the traditional telecommunications

business model which primarily feature voice for communication over PSTN lines. Rather it sees the
phone company as a needed service for some market segments and as such thinks it will not go away
in the near future. 

Yahoo’s efforts play on key themes it thinks most important to consumers, stressing that there were
four primary consumer needs 1) control over access, 2) seamless simplicity/device appropriate
communication, 3) personalization, and 4) mobilization.

Yahoo! is working on ways to use voice to address these primary needs. It wants to use voice as an
interactive interface to reach out not only “to touch someone” as was the old AT&T jingle, but also to
search engines, networks and devices in a seamless and personalized way. 
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Bonforte also underscored the importance of the convergence trend that now makes possible the
digital translation and diffusion of different modes of communication to different delivery channels
including phone calls, text messaging, voicemail, email, data, video etc. 

In his view, this won’t mean you’ll have one all-inclusive megagadget. He doesn’t think this is
necessary and that users don’t really want it. What he does feel is necessary is that, “interaction needs
to be relevant to the device.” Maybe users don’t want to watch movies on their mobile phones maybe
the home entertainment unit in the living room is the best alternative. In the same way, many market

segments don’t want to use pc’s as their primary interaction device for
making phone calls.

Yahoo! aims to use its market dominance on the Internet and the
convergence trend in devices, technologies, networks, and content to
use voice in exciting new ways a primary feature of which is integrating
voice to software.

Bonforte on ebay and skype

When asked during the audience Q&A discussion what he thought
of the ebay/skype merger, Jeff opined that in addition to providing
an outlet of communication for online ebay transactions that kept
online shoppers from exiting the system, skype presented an
interesting business model in that it provided a stored value system
where users pay upfront for skype credit and use it to make calls
over a specified period of time in return for the opportunity to make
an almost limitless number of microtransactions or phone calls. This
provides an interesting business model for ebay to exploit to further
increase business channels as it is applied to both online communications as well as other products
and services in the future. If users have already paid a fee then they will be burning for ways to use
their unused credit.

Bonforte on Regulation

Per the question of regulation, Jeff responded that in
contrast to popular belief, VoIP presents more
opportunities than PSTN lines if regulators are saavy
enough to realize it. In this new world of VoIP where calls
can be made outside of the traditional phone system,
regulators should pay attention to the taxes and fees they charge as now users and companies have
the opportunity to bypass the system completely. Given the new ways of communicating made
available through technology, users are communicating more not less. This can be a phenomena that
actually benefits regulators and governments. Otherwise, governments that make it hard on new
communications technologies will see that companies and users will find a way to circumvent
burdensome fees and regulations and they will miss out on a piece of the pie completely.

Instead countries should work with companies on frameworks that can protect and benefit their
consumers.
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Panel Discussion

A panel discussion followed the keynote presentations where the discussion on VoIP, both its
regulation and development, continued. Other important themes included the evolution of mobility and
convergence as well as the target market focus, adolescents versus adults and the West versus
international markets. 

Regulation

Responding to the question of how regulators would respond to
VoIP and convergence, Peter Fischer (Swiss Federal Office of
Communication) indicated that Swiss regulators would wait it out
and see what regulatory action the US agencies and courts take.
Previously the US FCC was very lenient towards regulating VoIP
services like traditional telephony in an attempt to foster innovation
but recent cases related to the lack of emergency service
communications with VoIP providers have re-opened the issue. 

Fischer went on to say that there is still an important public necessity to maintaining public emergency
service numbers (e.g. fire, police, ambulance). So a public telephony system or anything posing to be
a public telephony system in the mind of the public, whether it is using a legacy technology or newer
technology like VoIP, has a public interest and the regulators need to be in there enforcing that.

Jeff Bonforte (Yahoo! Inc.) interjected that there is a clear distinction between VoIP providers who sell
their services to replace PSTN lines (e.g. providers like Vonage) and those who are offering only an
additional form of communication like skype. Those that REPLACE a PSTN service for a consumer
should be taxed and regulated in the same way as a PSTN call. 

Bonforte continued stating that this type of regulation shouldn’t affect players like Yahoo or skype
because end users of these services aren’t using them to replace their traditional phone or mobile
services. It would actually be more of a nuisance to use a VoIP call for emergency services especially
if your broadband is not up and running at that time. 

According to Bonforte, “VoIP is merely instant messaging
with voice functionality.” To demonstrate, Bonforte cited
some statistics including the fact that the overwhelming
majority of skype calls are P2P, not pc to a PSTN phone
or vice versa (i.e. phone to pc). That means that users of

these services are using it as a communication substitution rather than a PSTN line replacement. The
argument would go that since this is a different kind of service, it should not be taxed and regulated
like a PSTN line. 

Mobility and Convergence

Convergence and mobility was a repeated theme throughout the panel discussion with many in the
audience wanting to know if, when and how these new P2P applications would be distributed to
mobile devices.
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Bonforte responded that Yahoo was in the process of collaborating with mobile device makers to
create a whole host of applications for mobile devices like phones and Blackberrys that combine
Yahoo’s online strengths like search and data storage features which makes them not only more useful
and fun but portable. 

Paul Hitchman (Playlouder MSP) reported that the situation with
MP3 file sharing moving to a mobile platform was more complicated
because of the mobile industry’s tendency to rely on closed
proprietary systems rather than using open standards. The
evolution of the P2P format to mobile would be largely influenced
by these infrastructural forces. 

When asked to comment on the development of other industries to
digitization and convergence, Hitchman responded that the media

and broadcast industries closely mirrors the same steps of development (denial, prevention, control,
manage and monetize) that the music industry faced albeit at a faster pace. Whether the telecom
industry has progressed in the same way depended upon how well it has listened and responded to
its customers. 

Given a cursory analysis of the telecom industry in America one could say that it has followed these
steps. First denial, then prevention by trying to out regulate VoIP providers. But not long after came
the realization that the force and speed of the currents of digitization were too strong and that inevitably
they would need to swim with the tide. Then came the monetization stage where telecoms began
buying or creating digital services, like VoIP products, for customers, even at the risk of cannibalizing
their own PSTN revenues. 

Target markets

A number of questions were asked with respect to target markets. One directed at the importance of
international markets and the other at the age of consumers.

Bonforte responded that Yahoo! wants to continue growing internationally demonstrated by their
recent investment in China’s e-commmerce portal, Alibaba and takes great pains to ensure that their
products are available in other languages. All VoIP applications produced are available in 11 languages
and other major applications are made available in 23 different languages.

The age of target markets was also addressed as the point was raised that the technological capacities
and needs of more mature populations were quite different from teenagers who appear to be the
dominant consumers of new technologies.

Both Jeff Bonforte and Paul Hitchman noted that this oft times overlooked consumer segment is
anything but forgotten and with good reason. According to market research, Yahoo does quite well
with users over 40 and 50 years and that contrary to our natural intuition, women in this age bracket
are among the biggest consumers of Yahoo games. Hitchman concurred citing that the over 35
segment is the largest market for iTunes, a market that traditionally had been ignored by the traditional
music industry. 
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Stressing the point of medium once more,
Bonforte said that careful attention must be paid
to not only the service but the delivery mode.
This harkens back to the issue of relevant
interfaces. You have to make sure you design
not only the product and service but also the

interface right—meaning an interface that is relevant to the service and to which the target consumer
segment is comfortable adapting. To be successful to post adolescent generations, enterprises need
to spend time researching and designing relevant products that match relevant interfaces. The mobile
phone is one example of a relevant interface for this population.

Insight from the corporate players

Commenting from the corporate side, Nokia’s Mikko Kukkonen and Siemens’ Stefan Herrlich,
emphasized that their companies respect and understand the power of the end users and work to
produce what is valuable on their terms whether it be handheld devices or backend infrastructure
which both companies provide.

When asked what was next on the horizon, PricewaterhouseCoopers’ Kevin Findlay noted that
personalized networks and the development of internet communities would be a hot trend. 

When confronted with whether this was divergence in terms of appealing to individual tastes instead
of a convergence, Findlay noted that it can go both ways depending on where you are in the value
chain. The higher up you go, the more you will have innovation and personalization whereas the lower
you are, the more consolidation and convergence.

Summary

The panel discussion allowed us a glimpse of the real life market conditions that companies are facing
and how they are responding in contrast to the make believe scenario exercises. However, the
measures and resulting insight seem to be the same — focus on the customer, no matter what their
market segment, is the key to success and that personalized products and networks are key drivers
for a converged future. 
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Outsourcing Ghana's Education

Microsoft/Intel vie with Amazon/EBay 
for education provider rights in Ghana

The battle for the hearts and minds of Ghana's
youth is happening in the offices of state and on
the streets. Tenders closed today in Ghana
regarding the provision of the new corporate
sponsored education system in that country. Mr.
Mbeki, the head of Ghana's education ministry,
made a formal statement that praised the quality
of the overall bids but gave nothing away as to
whether either prospective partner was ahead of
the other.

While there have been rumors of corrupt practice
in the process spread from both sides, UN
observers have stated that they find no basis for
such claims. As is well known, the global
shortage of low cost knowledge workers has
driven these multi billion dollar bids to control the
Ghana job market. The initiative is seen as a win-
win by most NGO's as Ghana has continued to
be one of the least literate countries in the world
and therefore the economy has lagged behind
world growth for many years.

Human rights groups still oppose the measures
suggesting the education reimbursement plan

proposed by Microsoft amounts to nothing more
than indentured slavery, a claim Microsoft heavily
denies citing the long term work undertaken by
the William and Belinda Gates foundation as
evidence of its good intentions.

When Worldweek interviewed a group of young
students in Ghana they were all eager for the bid
process to be over and to get started. Several
mentioned that they favored the Amazon bids
because of the attached merchandising one
exclaiming that “Those new Nike scud max are so
cool.” 

Of course both bidders promise us better quality
for lower cost as a result of this initiative with both
making statements that a win of the bid will lead
to a long awaited drop in subscription pricing.
Amazon has stated that it will drop subscription
prices anyway as it is also bidding on the new
education departments in Jordan, Sudan, Iraq
and Mongolia.

An inside source intimated that it is widely felt
that Microsoft has the lead bid because it has a
more diverse range of business interests. This in
turn might lead to a wider range of courses being
offered to students because that company has a
more diverse organization than Amazon which is
still primarily retail focused.
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Both companies reaffirmed their commitment to
basic literacy and numeracy but both stress the
importance of voice training for call centers (good
news for those of us who have to bear call
customer service). There has been criticism from
other education bodies as to the content of the
literacy programs.

The results of the auction will be made public in
2 weeks time and both companies have agreed
that the process, which is monitored by Unicef,
will be taken as final with no appeal.

TECHNOLOGY

Media Center V12.0 Release
Swiss Army Knife of Media Centers

Media Center V12.0 is now available and is still
boring. We asked Sergio Bellucci from the Centre
of Technology Assessment to test-drive the latest
release of the Media Center Version 12.0 for our
readers. One of the features which did really
excite him was the ability to illuminate the soft
keys to allow for better reading and better
usability while working at night. “This new
function does really help me to work late hours
and save energy costs in my house at the same
time”.

Sergio calculated that the Return on Investment
of this new version, in light of the very energy
costs at home, is less than 6 weeks. Another
new function to be highlighted is the voice
controlled video recording system, allowing for
remote access to the home entertainment system
from anywhere.

Another of the highlights of Media Center Version
12.0 is the ability to manage and control all
physical devices connected to home network, but
also integrating the ability to manage all
household services and contractors (such as
cleaner, car wash and repair, dentist
appointments, etc.) 

POLITICS

Arnie is back to try for G3 on 3G

Gubernatorial Race set to be judged on mobile
phone performance. Analysts tell us that the
single most important factor in the coming
elections in California is likely to be how well the
sound bites and images of each of the candidates
play on video phones since the Supreme Court
ruled that mobile phone advertising would not be
part of the blackout period.

BUSINESS

Google Starts to Read Your Minds

Google Merges with Unilever to Deliver
Consumer Favorites

Peter M. was sitting in his living room, turning on
his sport program. Today was the big day for his
favorite football team playing its archrival. Peter
M. couldn't wait for this event to happen. Barely
20 minutes after he switched on his TV and made
himself comfortable in his couch, the door bell
rang. “Hell...” Peter said to himself, “Must that
happen right now? I don't expect anybody.” As he
opened the door, a Domino Pizza delivery man
stood in front of him. “Sir, here's a fresh and hot
pizza with your favorite topping plus a free cold
beer, with compliments from Google. I'm happy
to be able to offer the pizza to you for the special
price of $ 10.99.”

This is one of the many scenarios that is possible
today as Google announced its merger with
Unilever, which owns Domino's Pizza. As
consumers surf the web searching for their
favorite items, their preferences are tracked by
Google, which then uses this information to
predictably “read minds” and serve up consumer
favorites from Unilever at the right time. What
happened here is that Google already knows a
fair amount of information on its customers. It
also uses this information to sell products via its

continued...
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vast affiliate’s network. Being the strong brand in
the interface with the customer, its marketing
power is unrivalled. Domino’s, which joined the
Google affiliate’s network 2 years ago, saw as a
result a steep increase in its sales relative to its
archrival, Pizza Hut. Pizza Hut, which later joined
the Yahoo Affiliate’s Network, could so far not
regain its lost ground.

With the power of Google search and the
numerous consumer products offered by
Unilever, it is almost guaranteed that consumer
spending for Unilever goods will be increased
with this alliance. However, it also means a loss
of customer privacy. The big network brands like
Google are effectively able to track every media
consumption pattern of its subscribers, selling
this information to its affiliate’s network and
exploiting even the slightest predictable customer
desires. It means the customer increasingly
becomes “transparent” and manageable. This
might be of mutual advantage, since the
customer still can deny any offer. However it also
means that our wildest dreams about
manipulative advertising increasingly becoming
substituted by the fear of customer degradation
to a mere consumption machine.

This merger will be closely watched by federal
regulators. At issue are consumer choices and
privacy.

SOCIETY

Celebrities choose mobile

Sex-appeal in a world of no alternatives? Now
here is a good question arising: If all phones have
the same features, what will be the next to buy?
Let's listen to 3 celebrities to help you.

So what is important for Jennifer Gates?

The 21-year old tennis star told us “I prefer the
Tesco-Walmart model, as I have saved more then
10 dollars on my mobile credit card bill”

The young stock broking genius Jaden Gil Agassi
pointed out: “I really like Benetton and Gucci –
their stock went up 20 dollars last week due to
the announcement of the new chameleon skin
cover...”

Let us quote young Conservative MP Cruz
Beckham:

"I prefer Tripple Dragon Luck Adidas for its
weight, just 10 grams and for its size - I can easily
hide it under my underwear on evening
receptions...”

SPECIAL FEATURE

Our picks for the top 5 Companies 
in 2012: 

uhhh …we actually only found 3

Top three global companies rated according to
revenue from brands owned or licensed

Since the consolidation of Amazon and eBay with
Google, there are now 3 market segments in
which branding is considered a factor:

1. Amazon eBay Baidu
2. Google Unilever Tata
3. Microsoft Intel Apple

continued...
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Prohibition in the Digital World: 
Mafia's Foray into the TIME markets

Only 7 years ago, it all seemed to be going in the
right direction. Telecos were engaing in intense
competition mode, the content industry was
being savaged by iTunes and other somewhat
less legal services. In the IT space, Linux and the
open source movement provided everybody being
tortured by complicated, unstable operating
systems with new hope. Today, however, the
situation looks very bleak indeed. Et pluribus,
unum: out of many, one, is the phrase of the day.
Telecoms have consolidated leaving only three
pan-European players; the content industry has
been reduced to just two major groups; and in IT,
well, nothing much has changed.

Where does this leave us? Clearly, much worse of
than we were 7 years ago. Today’s consumers
face much less choice, higher average prices,
incompatible communication standards and - still
- an unstable operating system. Add to that
strongly increased regulatory activity, not only
coming out of Brussels but also on a national
level, as well as a general skepticism of
consumers against the few big players and you
have a perfect breeding ground for the less legal

businesses to answer the unfulfilled demands of
all those oligopoly-damaged customers. 

Consumer interest groups justly ask how we
could get there given our experience with alcohol
prohibition, the illicit gambling industry or the
futile attempt to stem the inflow of Mexicans into
the US (remember that?). Indeed, how could we?
In the end, it was politicians and their regulatory
arms who did not recognize the fundamental
consumer needs for choice, flexibility, competition
and innovation. Instead, they protected the
interest of those with the best lobbying groups:
the big names in the TIME - Telecos, IT, Media
and Entertainment - industries. 

The maybe not so surprising result, is the strong
emergence of what one could call TIME bandits.
Indeed, the “good fella” networks have taken up
the market's call and are now the only source of
choice for frustrated consumers. As Ian Holmes,
Head of New Scotland Yard, points out, Michael
Corleone is back in business - this time, however,
the trucks crossing the Canadian border with
booze have been replaced by IP packets
transporting that movie you otherwise would have
been forced to view through an exclusive pay-
per-view content by your local monopoly provider.
Industry insiders estimate the black market at
Euro 35 billion, growing at 30% per annum, even
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outgrowing the regulator headcount increase
trying to address that issue with ever-increasing
legal finesse. So, where does that leave us? The
only hope for the consumer is that history will
repeat itself.

EUROPE

The Ringtone Rebel faces the Music 

Court decision strengthens control 
over digital piracy

The European Court of Human Rights today
reached a decision on the case of Martine who
created an un-authorized ring tone for her i-
Phone and then shared it with her school friends.
The court decided in favour of WarnerUniversal
and fined Martine's parents USD 10,000. The
spokesman from WarnerUniversal stated that
“this was a flagrant abuse of our copyright and
our legal status as authorised composers, and it
is important that we send a strong message to all
music consumers that we will take every measure
necessary to protect our copyright against
piracy”. 

The Swiss government's Minister for Microsoft
Affairs agreed with the verdict and confirmed that
the software that Martine used was not approved
by Microsoft and was therefore able to
circumvent the usual controls. “We must stamp
out all uses of non-Microsoft software even if it is
by a 15-year-old girl.” Martine told reporters,
through her tears, that she “just wanted to create
and share music with her friends but will never do
so again”.

Martine’s school teacher explained that she had
been taught to respect copyright law during her
IT-compliant Citizen classes and would have
learnt a valuable lesson. Martine's transgression
was initially brought to light by one of the three
global mobile providers, Vodacom, who routinely
monitor all communications for infringements of
copyright. Since 2005, piracy has been brought

under control by strict regulation in response to
lobbying by the global alliance between Telecoms
and content owners.

In an unrelated announcement on Wall Street
today, WarnerUniversal announced a 5% global
revenue decline from the previous year and
speculation continues that both Microsoft and
Vodacom are preparing to bid for the
entertainment giant.

BUSINESS

Man of the Year 2012 is Condoleezza Rice!

Condoleezza Rice, former head of the National IT
Security Department of the United States, has
been named new head of Microsoft Quality and
Security. Ms. Rice has laid out a clear agenda
consisting of an aggressive policing program of IT
and WISP start-ups, global customer data
mining, and close cooperation with Google,
Yahoo, Euro Voodocom, and Veryzone USA. EU
High Commission on Public Data Hygiene and
Mental Welfare approves Google acquisition of
Global Playboy IPTV Channel. In a related story,
Roche announces EU Implant Hygiene
Committee approval of there hip implant with
IPod, featuring 50 terabyte music storage
capacity.

Google receives EU commission approval
for EU-wide launch of IPTV

Google has announced that they have received
EU approval of their European IPTV platform.
This completes there global IPTV network
offering consumers a choice of 30 different
channels for a global flat rate price of 60 Euros a
month. 

The Home Security Administration of the United
States has announced strict new regulation of
WISP start-ups, to combat possible IT terrorism
threats. 

more stories>>

continued...



TECHNOLOGY

Till death do us part

Choose carefully. Selecting your next 
mobile device is a long-term decision, 
just like buying a house. 

We do, however, offer you all the details about
the two top devices available and the
corresponding road maps. Even more important,
you will find a detailed comparison of the
underlying t&c's. 

The main characteristic of the device marketed as
“PowerEdge” is the vast amount of services
securing your health and safety while on your
business trip. Keep contact with your family,
doctor, lawyer, dentist constantly without taking
specific actions. As a great alternative you can
choose Vodacome's “Road Warrior” offering.
Subscribe for the latest technology while having
backward compatibility for your services.

Devices are government approved, have a full
range of security features, are encoded for
content (child safety), meet health and safety
standards for emissions. Subscription cost are
low for hardware but add on features and services
can get costly and are based on great services
availability through two channels.

Appendix
THOUGHT LEADERSHIP FORUM

First Tuesday Zurich, May 2006 88

Technical Features:

- always on
- 1 MB/sec on the move
- video conferencing
- presence services incl. location based
- Microsoft based
- interface voice based, voice commands
- integration of fixed and mobile - 

home and business
- operator specific HW enables access 

to specific services

SPECIAL FEATURE

Annual Observer Poll of Fastest 
growing organizations of 2012:

1. Microsoft
2. Deutsche Telekom
3. Google
4. EU Telecom Regulator
5. Yahoo
6. US Telecom Regulator
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BUSINESS

Rumor in the sky: Lufthansa to buy eBay?

Lufthansa tries in-flight auction as key
differentiator because of failed loyalty
programs.

Sources close to Lufthansa Governing Board say
that Lufthansa is about to acquire, in an
earthshaking deal, one of the leading online
commercial service firm eBay, whose offering
includes VOIP services and online auctioning. It is
rumored that the deal will cost the German “Flight
Captain” about 113 billion Yen to complete the
transaction.

Both Schrempp and McNeally, who are currently
at the helm of Lufthansa and eBay declined to
comment. Analysts though see quite some
astonishing logic in the costly move. Finally
Lufthansa would be able to put life drama to its
sale of alcoholic beverages during otherwise
boring in-flight sales. It has been said in the
market that the current LH loyalty programs have
not proven yet to keep customers at the German
airlines. With this move, LH would be able to put
the fun back in and allow VOIP calls over the air
in the air. Unnamed sources say that this would
be answering numerous real customer requests

that both companies allegedly have witnessed
over the last 3 months.

“The Record” has scanned all major bourses for
you and both companies are rising higher in the
indices. Lufthansa increased 6.5 points over
yesterday, eBay increased by an overwhelming
23.8 points. It is unclear whether or not
Lufthansa will plan to use eBay's auction tooling
to sell its airfare tickets instead of last minute.

HEALTH

Do you suffer from DRA?

Doctors recognize Device Related Anxiety as
a legitimate syndrome.

Bob is away on business. After a long flight, he is
sleeping soundly in his hotel room. Suddenly, a
ring sounds and pulls him from his sleep. Bob
springs from the bed and opens his “device bag”
while questions spin in his head. Which device is
ringing? Who is it? Is it his phone? Has an email
arrived? Is it an alert?

The anxiety caused by the complicated number of
devices and applications is causing psychological
stress. 

Scenario: Reluctant Chaos - Full-length Cover Stories
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SOCIETY

Education goes East

Sending Your Child Off to School...In China!

Just 3 weeks after winning a programming
challenge of the Universitiy of Xiamen, the family
is sitting down to plan Urs` move to China. With 2
years remaining in his gymnasium studies in
Rüschlikon, Urs and many like him, are choosing
to forego their Swiss studies to seize the
opportunities in China.

Universities in Asia are also increasingly getting
aggressive in recruiting the best students all over
the world, including in online competitions like the
one Urs participated in. “I really wanted to work
with the brightest kids, and the opportunity to
work for a Chinese company is great.”

TECHNOLOGY

Who am I? 

THE IDENTIFIER. The gadget to manage
your life.

Struggle with multiple usernames/passwords etc.
to manage your daily life? Exasperated by the
lack of standards and agreeing protocols for
identification and authentication exist? So what
are you? Are you your skype name, your mobile
number, your Yahoo IM, your name, your 5 email
addresses, or something else? How do you use
your multiple IM-subscriptions to stay in touch
with all your relations?

Is the identity peter_holland12346.zurich@ims_
internet_IM.com the answer? Who remembers?

Need help in keeping track of your mobile
subscriptions, bank accounts, access keys? Now
there’s a solution.THE IDENTIFIER - One device

that keeps all your identities and passwords. It
offers automatic change and updates to your
username/password combinations, keeping
communication secure.

THE IDENTIFIER uses NFC to stay in sync with
all your personal devices: phones, music & game
players, internet browsing devices, email, photo &
video players.

SPECIAL FEATURES

Today’s top 11 wireless networks

11. SwissOrRise
10. McDonald’s
09. Megafire
08. Stillnonet
07. Nonet  
06. S`Netzle
05. Abundance.com
04. Neighbourcom
03. Meshcom
02. Rüschlicom
01. Kitchennet 
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HEALTH

In the blink of an eye

Thanks to retinal displays your communication
device is smaller than your pencil!

In spring 2012 a new technology is available to
help all convergence enabled service to new
horizons. After several years of experimental
stage, the ETH researchers and Swiss TOM
Labs have developed a set of displays which
project the information directly on the users retina
and which are no danger for your eyesight but
enabler for always available cinema
screens.These displays will be available at the
Mobile Point in any Migros Market all over
Switzerland next month.

The ETH has stated, that next month, they will
start to provide all their current lessons in one
single auditorium, but for different audiences with
individual visual and audio accessibilities! So the
4 - year practice proven standard of e-learning
has fully conquered the University Campus as
well!

We benefit now from this new visual technology
by getting the total convergence experience right
now. Not only access networks, but any content
such as news, games and literature, and your

personal view is always available. You have the
choice: cinema, computer or cell phone screen?

Finally, a message from the Swiss authorities
reached our editor after this story went to print.
We must to publish the following warning:
“Please avoid using that retinal displays
connected to your video POD while guiding your
car in urban traffic!” 

BUSINESS

Talk for free in all of Europe

London/Paris/Berlin/Milan: From today voice
communication is for free in all of Europe. But the
price you have to pay is continuous advertising at
semi- and semi-public places. Change attention-
time into COM-Points for free voice
communication. Automatically your phone is
loaded with this new Telecom Money in Europe.
If you are mobile and part of the city-life you will
never pay a cent for voice communication.

The new European-wide cross financing
approach enables providers the free and easy
charging of service-cost by advertising. From
today all communication for end-consumers is for
free. 
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Tom, 24 and Kati, 22 are on shopping tour in
Milan. While standing in front of a store front
window they both automatically receive COM-
Points from the shopping mall. After watching
two trailers of the Armani perfume, Tom received
further Free-COM-Points if they bought it. Along
with the perfume came other offers for free
drinks at Restaurant “da Giovanni” in return for
lunch. Obviously, they don’t pass up this
occasion.

Indeed, a visit to Milan’s favorite club is a must. In
Armani’s club they get more COM points by
downloading the playing tracks of their
communication device. Tired, they leave for their
hotel, obviously marketed at their arrival in Milan
and booked with the com-device. With the earned
points of the day they watch a movie in the room
and happily fall asleep after 10 minutes.

Scenario: Power to the People - Full-
POLITICS

Bye Bye Voting Booth

Connecting you and your government today

On 4th October 2012 the EU enters a brave new
world. Governments have seen dwindling turn
outs at national and local elections, increasingly
electoral candidates are seen as the same. The
issues the electorate care about just don't seem
to matter anymore. For this reason the European
Community mandated Mobile Voting throughout
the European Union.

Mobile Voting will benefit the electorate through
more involvement in many issues, it will empower
members of the EU community to engage with
'Europe' connecting individuals beyond the
member state, while ensuring connection to the
member state. 

It also guards against a 'big brother' approach
because individuals re-gain control over decision
making processes. Electronic voting for national
and local elections using your mobile

communications device empowers you, the
electorate. It enables low cost and very quick
voting on a wide range of issues from general
elections, and other referendum. It is transparent,
it involves all walks of life and re-energizes the
electorate, boosting turnout.

Everyone has a mobile device and what’s more,
communications is reliable, accessible to all, very
low cost and secure. Each mobile is a trusted
communications device (and eWallet) for
individuals.

The process is as follows: voters are registered,
authenticated and authorized automatically by
their e-government agency, providing individuals
only one vote per issue. Individuals can then
customize the issues where they want
involvement to avoid bombardment.

As the EU moves into this brave new world will
the US follow and avoid the 'hanging chad' fiasco
of 1999? You be the judge and vote tomorrow.

BUSINESS

Amazon eyes eBay’s Juicy Margins or eBay
knows more about you than you do

eBay has over the last five years developed
sophisticated real-time tracking and location
systems on individual consumer buying habits.
Aside from suggesting that Amazon has infringed
US data protection legislation, Amazon has also
hinted that eBay restricted competition through
its exclusive relationship with Paypal Data
Services. Paypal Data Services is a subsidiary of
Paypal, the dominant internet payment method.
Amazon claims that eBay has used the Paypal
information in targeting individual customers with
personalized promotions and services. 

There have also been recent complaints from
consumer privacy rights groups and companies
about the data held and the restrictive practices

continued...
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that it enables. It is thought that Amazon has a
five year lead in understanding individual
consumer behavior – allowing it to market and
deliver products on a highly selected customer
group. US retailer Wal-Mart has also complained
to the US competition authorities stating
Amazon’s anti-competitive behavior.

SPECIAL FEATURE

Top Business Concepts in 2012

No. 1 The US telecom giant SBC managed to
counter declining revenues in the voice and data
transport area with its new concept of user
information trading. Driven through fierce
competition about transport and access, SBC is
leveraging its huge customer base and is
focusing on gathering structured information
about user behavior. After signing contracts with
each individual customer, they receive
telecommunication services for free if they allow
SBC to forward their user information to
interested third parties who, in turn, use this
information for targeted advertising. By being
able to cover all communication services users
need today, the information collected through the
usage is comprehensive and ensures that end
users are no longer bothered with advertising
they don't care about.

No. 2 IMG ranks first in the multibillion Euro
personalized content creation business. The
famous sports marketing company that started in
the 60s has reinvented the content business
again by creating a new industry representing
sportsmen, sports events, actors and other arts
performing celebrities. Personalized content is
created at any public appearance of their
contracted clients. Such individual content is
available to both online and offline spectators as
a take away. Millions of MMS revenues are
shared with carriers and event promoters. The
know-how is transferred to individuals to spread
their visualized blogs and collect the revenues

created. Football events and Miss beauty
contests create the most attraction. 

No. 3 Nestle introduces “Buy one, feed two” and
creates an avalanche of similar concepts for
starving African nations. Red Cross becomes the
biggest non traditional bank, distributing the
money collected. Smart labels give real time
donation balances daily. Both companies are
nominated for the Nobel Peace Prize once again. 

No. 4 Readers vote for top money making
machine based on technology.

continued...
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First Tuesday Zurich

First Tuesday Zurich is a business Think Tank
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technology and innovation.
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