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If innovation is to become the next

core competency, it must become

a truly collaborative discipline.

Isolated R&D departments and ivory

tower product strategies, unlinked

from the market dynamics and

abstracted from the actual capabil-

ity to deliver, cannot handle the

demand for innovations. To match

the rising demand for growth, inno-

vations have to become massive,

cheap, and sustainable. 

The area of mobile services is a

good example of how these three

(to a large extent contradictory)

qualities can be pursued by lever-

aging large networks of partners.

Such value networks enabled by

technology-based “innovation plat-

forms” foster collaboration, enable

profit and risk sharing, and focus on

core competencies. 

This article will provide readers with

a “structured walkthrough” of the

phenomenon of mobile services

markets, explaining why collabora-

tion and value networks create the

most plausible model for product

innovation. I will also explain how

standards and technology platforms

can enable collaboration among

independent partners and present

the key challenges and obstacles

confronting the successful develop-

ment of a value network.

NONVOICE SERVICES: EXITING
THE PRICE COMPETITION CYCLE

“Mobility” seems to be the new

buzzword in the post-e-business

world. The telecommunications

market is growing rapidly, espe-

cially in Europe and Asia. According

to the latest market data from the

EU, the market penetration for

mobile phones has reached 86%

[7]. The revenue of mobile opera-

tors is still dominated by voice

transmission, but as the fierce price

competition for these basic ser-

vices pushes revenues and margins

down, telecoms are desperately

looking for new products that will

drive future growth. Their main goal

is to get out of the price competi-

tion cycle. Voice services are get-

ting cheaper and cheaper each

month, and the competition is

more and more intense. 

Entering the nonvoice services

market looks like the right way to

change the battleground from

“price-oriented” to “innovation-

based.” But it’s also a huge change

in the way telecommunications

companies conduct their business.

The new mobile services (such as

mobile games) are very different

from voice services in a number

of ways:

Shorter product lifecycle.

New products (games, infor-

mation services, etc.) are

developed quick and will

disappear even quicker. The

value of the service and infor-

mation depends on just-in-

time deployment. Consider a

set of mobile games related to

a new movie, for example. 

Many different customer

segments.Mobile services

dedicated for youths (instant

messaging [IM], dating, etc.)

are quite different from those

built for business (e.g., fleet

management).

Large number of products.

The nonvoice product range is

broader, and specific services

target many virtual markets.

These factors make entering the

nonvoice market an enormous

challenge for telecoms, which are

used to monopolizing their mar-

kets. In order to self-sufficiently

cover the whole range of compe-

tencies and capabilities required

for developing, marketing, and

delivering nonvoice mobile ser-

vices, they would have to change

their organization. To produce

mobile games, they would have to

establish creative departments to

invent entertainment solutions; to

produce commercial applications

(e.g., mobile intranet), they would

have to organize teams with spe-

cific vertical industry knowledge.

Some telecommunications com-

panies attempt to build such units,
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only to discover that their efficiency,

creativity, and market leverage are

seriously compromised by the

dominating “network-oriented”

culture typical of telecoms. In most

cases, it soon becomes evident that

the “do it yourself” attitude makes

little sense in the case of nonvoice

services.

It’s no surprise, then, that the

world market leader, Japan’s NTT

DoCoMo, has taken a different

approach. The mobile subsidiary

of this telecommunications mam-

moth has been created and is man-

aged by people from the media

industry. The business model is

based on truly generous revenue

sharing between the application

creators and the operator. Appli-

cations are created by third-party

suppliers. Anybody with a good

idea can create services for the

mobile network. DoCoMo provides

these services to end users in

exchange for a fee, retaining 15%-

30% of the revenue from network

traffic that the company generates.

A client chooses the service that

suits her needs. This model does

not require telecoms to produce

services inhouse. 

The Japanese experience proves

that mobile services are likely to

generate new, fast-growing seg-

ments to existing service market-

places, and — more important —

to generate new markets. While

DoCoMo’s early results are com-

pelling (25 million subscribers in

two years), it should be noted that

the company’s success is founded

on a large network of companies

that develop, market, and deliver

services via the DoCoMo network.

DoCoMo partners are often the

ones who have to take the business

risk associated with bringing innov-

ative services to market and mak-

ing them profitable. 

To become a value network,

DoCoMo had to “open the market”

in terms of providing open stan-

dards, open access to network and

infrastructure services, and so

on. By giving away some control,

the company created the entire

“world” of mobile applications, a

world guided by customer demand

and the innovation capabilities of

a value network. The DoCoMo

managers empowered developers

by giving them access to the mar-

ket, and they empowered the end

users by giving them the right to

choose their favorite applications. 

MARKET VIEW: FROM CATHEDRAL
TO BAZAAR 

The movement from voice to non-

voice services represents a clash of

mindsets, cultures, and business

models similar to the one Eric S.

Raymond has described in his book

The Cathedral & the Bazaar (see

Table 1) [8]. The telecommunica-

tions company of the past was a

hierarchical world of closed sys-

tems. But the notion of “openness”

has finally come to the telecom

world, courtesy of the open source

software community. The modern

nonvoice mobile network operator

(MNO ) is a value network of collab-

orating companies. 

The value network — a group of

organizations that are interlinked

through various value-generating

relationships with the aim of pro-

viding products or services to the

target market — is a fundamental

structure for achieving a large sup-

ply of services. The architecture of

this value network, its internal eco-

nomics, and the resulting service

supply potential differ with respect

to two key dimensions, which are: 

1. O wnership of the standards

used for the definition of ser-

vices and their integration with

the MNO  infrastructure 

2. Revenue-sharing policy and

the underlying partner man-

agement policy of MNO s
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Cathedral-Style Telecom  Bazaar-Style Telecom  

Price-based competition 

Focus on control 

A few large customer segments 

Cooperate w ith selected, large 

service/application providers 

Select the application for 

the customers (focus on 

procurement) 

Closed IT environment 

Innovation-based competition 

Focus on innovation 

M any small customer segments 

Cooperate w ith anyone w ith fresh 

ideas (cooperation based on 

“goodw ill rules,” not selection 

process) 

Empower the customers; give them 

the right to choose services (focus  

on customer community) 

O pen IT environment based on 

open standards (empowering the 

suppliers) 

Table 1 — Cathedral- Versus Bazaar-Style Telecoms
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MNOs build platforms that enable

fast creation of new nonvoice ser-

vices and their integration with

underlying network and application

infrastructure (location-based ser-

vices, billing services, CRM, ERP,

etc.). These platforms are propri-

etary solutions, so initially the most

typical situation is that MNOs own

and manage the standards required

by external mobile content part-

ners. On the other hand, most of

these platforms are based on tech-

nologies that provide a relatively

cheap means of implementing

independently managed standards,

using services integration platforms

such as Web services. The exis-

tence of such standards changes

the economies of investing in

mobile content. Independent

standards-based services are gen-

erally cheaper to develop and have

broader reach, thanks to the inde-

pendence of the standard. 

Revenue-sharing policies of most

MNOs in Europe are currently

biased toward short-term MNO

interest. MNOs avoid giving away

more than 30%-40% of revenue,

raising the entry point for external

service providers very high. By

comparison, DoCoMo tends to

retain 15%-30% of service revenue,

offering partners a very attractive

share — approximately twice as

much as European MNOs. 

Partner-oriented revenue-sharing

policies along with independent

standards implemented by major

MNOs are forces capable of shap-

ing a very different mobile services

landscape by creating a strong

opportunity for independent

service brokers. These are the

organizations that — taking advan-

tage of open standards — are able

to assemble a service portfolio

around their core business compe-

tencies and then offer the entire

portfolio to all MNOs. 

Large media companies are the

potential service brokers in the

infotainment area. They have most

of the skills, partnerships, and busi-

ness know-how to create, market,

and deliver infotainment products,

such as multiplayer games associ-

ated with large-scale media events

(the launch of a major movie, real-

ity show, etc.). They are used to

managing teams of creative work-

ers, media planners, copywriters,

authors, actors, and production

managers, and they have the finan-

cial assets and properties needed

for this kind of endeavor. All they

need to do is to produce the part of

the “show” that is associated with

new media — mobile services. 

It is natural that these organizations

will become the “infotainment

brokers,” cooperating with info-

tainment incubators, providers of

infotainment content management

infrastructure, MNOs, and/or spe-

cialized virtual MNOs. The advan-

tage of this scenario for MNOs

comes from the fact that indepen-

dent brokers take care of the essen-

tial services required for a mobile

service to hit the market. MNO

responsibilities, risks, and rewards

seem to be best balanced in this

scenario, and there are strong

incentives for other players to

develop a broad supply of different

kinds of services. 

The proper composition of a value

network supports innovation.

Small, agile companies may intro-

duce new ideas that cannot be

foreseen by corporate R&D depart-

ments. Independent service

brokers can create an intermediate

layer between themselves and the

telecom world. This intermediate

layer may be oriented at vertical

markets — for example, media. 

In the next section, I will show why

mobile market characteristics

depend so much on small compa-

nies and individuals. Let’s consider

the source of innovation.

PEOPLE VIEW: SOCIAL EFFECT

A mobile device is a very personal

tool. It is always with the user (sub-

scriber), always on, and always

connected. The birth of such a

powerful communication tool has

a strong social effect. Very simple

text messages based on short mes-

sage service (SMS) technology

have been the key enabler of the

“texting youths” culture. In coun-

tries such as Poland where the

Internet and mobile telecommuni-

cation have been growing quickly

at the same time, SMS messages

are much more popular then 

e-mails. They are convenient,

available anytime, anywhere, and

very cheap. 

A lot of young people buy mobile

phones just for texting. Some tele-

coms have special rates for young

people that include a number of

free SMSs. It’s not unusual to see

young people chatting, flirting, and

dating using SMSs. This new com-

munication technology affects our

culture, language, and even health.

According to BBC News [10], it is
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text messages from lovers that

reveal 87% of all marital infidelities

in Italy. As an SMS can contain only

160 characters, there is a whole

dictionary of “texting slang” that

helps people communicate faster.

(The Australian Bible Society

runs a service that sends Bible

verses using “SMS speak,” such

as “4 God so luvd da world” [2].)

Frequent texting may also lead

to Mobile Thumb Syndrome

(tenosynovitis) [11].

Text messages are not only an IM

tool. Howard Rheingold, in his

book Smart Mobs: The Next Social

Revolution [9], discusses the birth

of self-organized communities

(“smart mobs”) based on mobile

phones and the Internet. It appears

that simple text messages can be

used to coordinate large masses of

people. Let’s take as an example

the demonstration that ousted

President Joseph Estrada in the

Philippines. In 2001, more than

one million Manila residents, coor-

dinated by text messages, assem-

bled in a peaceful demonstration

against the head of state, ultimately

forcing him to resign. The smart

mob defeated the hierarchical

world of politics.

A commercial example of smart

mobs are the “street games” played

with SMSs. One of the most suc-

cessful is BotFighters, prepared by

It’s Alive for telecoms in Finland,

Ireland, and Russia. The game idea

is simple. Each player can register

on a Web site and thus become a

“bot” — a battle droid armed with

virtual sensors and weapons.

Players walk through the real

streets of a real city looking for

opponents. The position of each

gamer is tracked by the location

system of a mobile network. If two

members are near each other,

they are both notified about the

“encounter” with SMSs sent by

a game server. Each of them can

either attack (by sending the appro-

priate SMS) or run (using his own

legs, car, public transport, or what-

ever means are available). The

game quickly evolved from an

exotic event to a smart mob. In

each country, players formed clans

and groups to fight enemies. In

Moscow, during the first six weeks

of the game, the players sent one

million SMSs. 

Smart mobs are not only about text

messaging. All “people connecting”

technologies are welcome. The

latest revelation is Bluetoothing.

This new “social game” exploits

Bluetooth functionality available

in modern handsets that allows

discovery of nearby devices. As a

result, users can be informed about

people who are near them and

are willing to communicate, flirt,

protest, or what have you. The new

technology is simple. The user

changes her device name to the

slogan or sentence she would like

to communicate (e.g., “Looking

for …” or “I’m against …”) and

waits to be discovered by other

people in the vicinity. One of

the more controversial uses of

Bluetoothing is the “Bluetooth

Users Against Bush” initiative [3]. 

All the examples above are signs

of a new form of social coordina-

tion. Very often they are invented

far away from the “hierarchical

world” by smart individuals and

self-organizing communities. Smart

mobs are another example of

bazaar-style evolution of the mobile

market. The innovation is born “in

the streets,” outside the commer-

cial market and outside the acade-

mic world, where the Internet

started. Very simple tools (such as

text messages, Bluetooth) are used

to create applications for large

groups of people. 

Although smart mobs may use

just the Internet (one example is

Slashdot, with its discussion scoring

system), it was mobile devices that

triggered the revolution. Cheap,

always available, and always con-

nected technology is the key

enabler for the new services. The

common use of mobile phones

around the world made them ideal

for smart mobs. The success of

new technology features such as

next-generation networks or multi-

media messaging will depend on

ideas that have to be developed

by individuals, communities, and

small companies. So the most

challenging task is to include these

sources of innovation into a mobile

applications value network. 

JOINT VIEW: SO WHAT?

In the previous two sections, I pre-

sented two views on mobile inno-

vations. The first was a “market

view,” which postulated an “open”

approach for telecom companies

(variants of DoCoMo, “bazaar-style

innovation”). The second was a

“people view,” which shows where

innovation is born and how smart

mobs utilize mobility. 
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So how can we start building

mobile value networks? What are

the conclusions? 

Mobile innovation is like

farming. Innovation in the

mobile world is like managing

a farm. You start with planting

new ideas, use open standards

to grow partnerships, and feed

small companies well using

fair revenue-sharing policies.

Let’s all benefit from the eco-

system. If the business soil is

well prepared and rich with

new possibilities, the innova-

tions will evolve.

Don’t follow ; invite

leadership. Nicholas G. Carr’s

rule of “follow, do not lead”

won’t work with telecoms.

Each month the prices of voice

services are less and less prof-

itable, and the nonvoice ser-

vices are “just around the

corner.” People in the street

are using text messages to play

and work. The choice is sim-

ple: telecoms can just take

money from SMS traffic, or

they can open access to addi-

tional services (location-based

services, micro-payments, etc.)

and benefit from added value. 

Don’t lead alone; invite col-

laboration. “Leading alone”

is not a viable option either.

DoCoMo got it right and proved

its model by inviting innovators

into its value network. Contrast

this with the failure of new-

generation mobile network

licenses, an overpriced and

mainly technology-oriented

“innovation.” Additional band-

width offering the ability to

send video in real time is fine,

but it’s just technology. The

“new-generation services ROI”

will depend on all this smart

mob activity that will be

invented by people using such

technologies as UMTS, EDGE,

and the like. Be prepared for

the fact that innovation may

come from someone outside

your company.

Explore the pow er of the

smart mob. Personal comput-

ers were a success, and they

created a whole new culture.

The Internet was a success,

and it created a lot of new

cultures. In many countries,

mobile phones are much more

popular than PCs and much

more available than the

Internet. So talk to teenagers,

and try to use SMS. There is

a whole world hidden from

“casual business phone users.”

If you are a company manager,

hire media-related persons or

cooperate with media or mar-

keting firms.

Architect your value netw ork.

If your company is a telecom,

work with potential or actual

service brokers and stimulate

their growth. Be as open as

possible to attract them and

create “win-win conditions.” If

your company is a service bro-

ker, try to work with as many

independent companies as

possible. Talk to students,

hackers, and mobile maniacs.

They will deliver innovation

and take many of the risks. If

you are a small company or

“mobile world discoverer,”

start by finding a broker or

build a coalition with other

companies. There is still a

huge cultural gap between

small, innovative compa-

nies and large telecom

organizations.

Adopt the Agile Manifesto

principles. Whatever your

role in the value chain, try to

deliver high-quality products

to customers by talking to

them in their language. Find

motivated individuals and

teams, and “give them the

environment and support they

need and trust them to get

the job done” [1].

HP Bazaar

An example of an open and inde-

pendent service broker is HP

Bazaar. Five years ago, some peo-

ple at HP decided that they are “the

mob in mobility” [5] and started

to build an open bazaar-style orga-

nization. The foundation for their

work is a still-growing set of rules —

a kind of constitution [4]. The HP

Bazaar works both as a broker and

an incubator. It stimulates people to

cooperate and to build new solu-

tions together. The business model

is simple; new ideas created by

small companies are easier to sell

under the HP brand and using large

company sales power. The Bazaar

rules themselves are a good start-

ing point to talk about mobile inno-

vation. For example: 

“Rule 23. Arrogance sucks. We

may be good and proud of it,

but so are many others. Our

success comes from partner-

ing with customers and bazaar

participants, big or small, new

or old, serious or hilarious,

from any part of the world. We

will always assume they want

to and can do a good job,

unless proven otherwise.

They most often do.” [4]

“Rule 14. Small is beautiful.

Small gorillas are cute, easy to
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handle, friendly, and eat less

than big ones. The best way to

guarantee a friendly big gorilla

is to be good to him when he

is small. In a new market there

is no way of knowing early

enough which gorillas will be

the big leaders, so the only

alternative is to play with all

the small ones.” [4]

One of the HP Bazaar initiatives is

Habbo Hotel, created by Finnish

company Sulake in cooperation

with HP, Magenta Sites, and Orange.

It’s a virtual community for teen-

agers — a “Hip Hangout for Mobile-

Minded Teens.” The users can use

the virtual hotel space for safe and

interactive entertainment, chat, and

shopping. It’s a place that kids own

and where they can develop their

own set of rules. According to

Sulake, this smart mob reached 

1.8 million registered characters. 

The example of HP Bazaar shows

that building a value network of

companies must be based on an

attitude of cooperation. Switching

from a hierarchical world built

around large corporations to

bazaar-style cooperations is a

change of rules. To put it in IT

terms, it’s like switching from clas-

sic software development to agile,

extreme methods — including joint

code ownership. 

Building open value networks

requires a friendly IT environment

based on standards. There should

be no entry barrier for individuals,

communities, or companies. We

need an open platform: an operat-

ing system for communities.

An Operating System
for Communities

The lifetime of a mobile product

may be extremely short. A social

event or a location-based game

may be just a few days or a few

weeks long. So from the technical

point of view, the most important

skill is agility. If someone wants to

deliver solutions for smart mobs,

he must take the risk of preparing

complex solutions in a very short

time and right on time. If the control

is distributed among a group of cre-

ative companies (value chain), the

whole project will be much more

complicated. The need for some

“creative environment” is obvious.

The environment should be an

open (in terms of standards and

interfaces) software platform

that allows:

Quick development of appli-

cations. The designers and

programmers should focus

on logic and not on access

to telecom services such as

messaging, location services,

and billing.

Quick assembly of appli-

cations from ready-made

services. For very simple

mobs, the nontechnicians

should be able to prepare

an adequate solution using

a “visual environment.”

The basic functionality of such a

platform should be smart mobs–

oriented. It should offer basic

access to users’ profiles as well as

basic mechanisms for location-

based services, presence, and IM.

The main idea is to catch “the

essence” of a mobile community —

and offer the services in real time. 

For example: 

If the community is playing a

street game, then the platform

must handle information about

location and interpret mes-

sages sent by players as game

commands.

If the game is about dating, the

whole application will be an

instant messenger, but with

additional functionality such as

a real-time “emotion commu-

nicator” (an onscreen indica-

tor showing what/how other

people feel).

Considering that the same person

may be the member of a few differ-

ent communities, the platform

must also be able to manage the

user context. For example, when

you’re playing, you will only be noti-

fied about game events. When

you’re looking for “like-minded”

persons, your device will switch to

“seeker” mode. The platform will

check your current context and act

upon it to offer appropriate services

and information.

The context changes may be based

on “skin concept.” “Skin” refers to

the unique composition of services

for a given context, visible in the

form of a specific user interface.

The skin idea is widely used by

marketing people and stands for

personalization or “predefined”

personalization. Users can

change their phone theme, or it

can be changed depending on

context (e.g., location, time of

the day, nearby people or devices).

For example, one can use “trav-

eler skin” (with distance and local-

ization information) during a

journey and “clubber skin” during
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playtime. The skin changes the

behavior of the mobile phone — its

screen content, ring tones, form of

presentation. It allows adaptation of

the mobile interface to lifestyle or

the current situation.

Case Study: Community Platform

An example of an “operating sys-

tem for communities” is tribeware,

developed by one2tribe (see Figure

1). It’s an event-driven platform

based on service-oriented archi-

tecture (SOA) concepts and the

Open Mobile Alliance (OMA)

Mobile Games Interoperability

Forum (MGIF) specification. 

Service Layer

The service layer includes all

fundamental building blocks for

“community-oriented” mobile

applications. They are based on

the OMA MGIF specification. Some

extensions include location and

presence management. Selection

of the MGIF standard doesn’t mean

that tribeware is only a gaming

platform. The main reason for

the choice was a strong focus on

community (team) management,

IM, and matchmaking. An impor-

tant part of each community is also

a rating or scoring system (Howard

Rheingold refers to it as “reputation

system” [9]). From a technical

point of view, the MGIF specifica-

tion can handle this through “com-

petition management services.”

Thanks to SOA, the same blocks

may be used to build quite different

applications (such as a location-

based game or “my city navigator”

managed by a citizens community). 

Execution Environment

The main challenge is not only to

provide services but also to make

them available for the developers.

We need an execution environ-

ment that is open, easy to use, and

secure (so the applications don’t

interfere each with other). In

tribeware, developers can build

applications using standard Java

applications. There is no need to

use component-based develop-

ment or standards like J2EE — all

difficulties are hidden behind a

friendly API. But the word “friendly”

is tricky. Tribeware is still intended

to be easier for non-IT people — at

least those who don’t know the

term “API” and are not familiar with

Java. One of the platform connec-

tors (alterEgo) allows semivisual

construction of an intelligent phone

interface to the platform. 

Connectors

Through connectors, the plat-

form can be integrated with 

user-communication channels

such as SMS centers, WAP and

WWW terminals, and “real-time”

applications. For Webmasters,

tribeware offers a set of Web ser-

vices to integrate with external

applications (such as Web sites

or portals). 

Avatars Connector

Tribeware implements the skin

concept in the form of avatars (vir-

tual personalities “occupying” the

mobile phone), which act as user

agents. Avatars react to context

change and allow visualization of

messages (for example, those

related to emotions). The open

“alterEgo” toolkit is intended to

support all those who would like to

develop their own solutions using

tribeware and avatars. The first

“external developers” are students

and freelancers. The alterEgo is

designed to prepare new avatars

quickly — in days or weeks, not

months.
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Figure 1 — The tribeware platform.



Tribeware is used as a platform for

the Xyber Mech project, a location-

based game and “pervasive world”

constructed jointly by Mobile

Entertainment Europe (MEE), Plus

GSM (Polish MNO), and one2tribe.

Graphicians, sociologists, and IT

specialists were asked to create

the “parallel world” of Xyber Mech.

Geographical regions in Poland

were mapped onto planets and

star systems, and the future players

were involved in the science fiction

work of “inventing” the new world.

The location-based game is still

under construction, and the com-

munity of creators exceeded 1,700

people during the first month of

operation. A new smart mob is

evolving. This month, students from

Polish technical universities will be

invited to join the team.

SUMMARY 

One of the HP Bazaar rules is

“share everything.” This is also a

good slogan for summarizing this

article. Some of the effects of this

“sharing” approach are stunning.

DoCoMo, PCs, Linux, and other

groundbreaking technologies and

innovations are popular because

someone decided to give some-

thing up to get even more. 

What is needed for a new mobile

innovation to be born? 

Proper value network

configuration that is based
on fair risk and revenue shar-
ing and open standards of
communication

An attitude of cooperation

that allows small companies
and communities to submit an

innovation, deliver it through
service brokers and aggrega-
tors, and be rewarded for it

An open platform that sup-
ports cheap and quick product
development and deployment

My colleagues and I are convinced

that the idea of an “open innovation

environment” can be successfully

applied outside the scope of mobile

markets — wherever massive,

cheap, and sustainable technology-

based innovation is a key to busi-

ness success. 
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