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Document map — Executive summary

The market conditions for MME services are
becoming more favourable in Western Europe

Handset vendors and established online brands are
increasingly challenging operators’ role in the market

Mobile operators will have more scope to increase
revenue if they adopt a ‘service enabler’ approach

Document map - Introduction and scope

This report offers a detailed analysis of the
value chains and business models prevalent
in the MME market

This report classifies MME services into
11 categories that comprise more than
20 different service types

Document map — State of the market
MME ARPU increased steadily during the past five
years in Western Europe

HSPA deployments, which enable faster
access to MME services, are advancing rapidly
in Western Europe

An open approach to mobile Internet access
is becoming the norm in Western Europe

The off-portal market accounts for the majority
of MME revenue in many Western European
countries
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Operators are increasingly offering flat-rate
data plans, which will drive growth in MME
service adoption

Consumer awareness of mobile Internet services
is improving

Poor user experiences continue to act as the
greatest inhibitor to MME service adoption

Effective user interface design, as exemplified by the
iPhone, could unlock the potential of MME services

Device fragmentation continues to inhibit
the proliferation of content and applications
on mobile handsets

The trend towards browser-based content will
mitigate the negative effects of device fragmentation
to some degree

Apple, Google and Nokia are becoming increasingly
significant players in the MME value chain
Document map — Value chains by service
category

Value chains by service category:
Personalisation

Personalisation continues to be the largest MME
service category by revenue in Western Europe

Off-portal provision of personalisation services
is more widespread than off-portal provision of
other services
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29. MME market players are introducing new tone
services as ringtone revenue growth slows in
Western Europe

30. User-generated ringtones and graphics have
potential, and are a natural match for social
networking initiatives

31. Value chains by service category: Games

32. The potential addressable market for mobile games
is significant in Western Europe

33. On-portal delivery continues to be the most
effective distribution method for mobile games
in Western Europe

34. The mobile channel is a prohibitively expensive
platform for PC and console game publishers

35. Handset vendors can hold a strong position
in the games value chain by embedding games
on mobile devices

36. Operators face increasing challenges from handset
vendors and games publishers

37. The key challenge for the mobile game industry
is to convert the addressable market into paying
customers

38. Value chains by service category: Music

39. Full-track music downloads continue to dominate
the mobile music market in Western Europe
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Operator portals continue to be the primary
placement for mobile music in Western Europe

The iPhone/iTunes business model is having a
profound impact on the mobile music value chain

Nokia’s aggressive strategy will have a significant
impact on the mobile music industry’s development
Mobile operators are slowly shifting their focus from
own-branded to third-party music solutions

Music labels are running trials of vendor- and
advertiser-subsidised models to increase mobile
music sales

The perceived value of digital music content
continues to decline, which raises questions
about service profitability

Innovative services and the subscription-based
model will be key to driving growth in mobile
music revenue

Value chains by service category: TV and VoD

Unicast mobile TV offerings are abundant in Western
Europe, while broadcast TV services remain rare

The EC has endorsed DVB-H, but large-scale
network deployments are unlikely to occur soon
in some markets

Mobile operators have maintained a key position
in the mobile TV value chain in Western Europe
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Third-party broadcasters and service providers
face many obstacles to offering TV services
directly to consumers

Broadcasting networks are ideal for live TV content
delivery, while UMTS networks are better suited
to VoD services

Technological, regulatory and investment factors
will prevent mass adoption of mobile TV in the
short term

Value chains by service category: Adult content

Adult-related content is reported to be the second-
largest revenue generator in the premium mobile
content market

Off-portal channels dominate the adult content
market because operators are wary of negative
brand association

Content classification and age verification are vital
to the success of adult content

Operators maintain a conservative approach toward
adult content, and have yet to find an optimal
business model

Third-party adult service providers will continue
to dominate the adult content value chain in the
short term

Value chains by service category: Gambling
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The mobile gambling market is in its infancy
in Western Europe, but services are evolving

Mobile operators mostly view themselves as a
distribution channel for gambling services, not
as service providers

Successful relationships with operators and
vendors are essential to the success of gambling
service providers

Legal, cultural and technological factors will inhibit
mobile gambling service adoption in the short term
Value chains by service category: Social
networking and UGC

Mobile versions of social networking services

are rapidly emerging in Western Europe
Operators tend to adopt an open approach,

and place several third-party social networking
sites on their portals

The indirect benefits of social networking services
far outweigh the direct revenue potential

Mobile social networking service providers are
exploring a variety of revenue models

Document map — Mobile advertising

Mobile advertising is in its infancy in Western
Europe, but search engines and display ads

are gaining importance
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72. Advertising will be a significant revenue source for
some MME services, but its overall contribution will
be limited

73. Operators can play a significant role in the mobile
advertising value chain

74. Delivering valuable advertising to consumers
is essential to the success of the mobile
advertising industry

75. Sophisticated targeting techniques and
measurement metrics are needed to encourage
advertisers to invest

76. Document map — Operator positioning in the
value chain

77. Mobile operators can use their unique assets to
become service enablers in the content value chain

78. The ‘service enabler approach appears to have
far greater revenue potential than the ‘service
provider’ role

79. We believe operators should quickly shift their
focus from the ‘service provider’ role to the ‘service
enabler’ role

80. Early examples in the UK indicate that operators
can make commercial gains by becoming
‘service enablers’
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About Analysys Mason

Analysys Mason is the world’s premier specialist The company has more than 300 staff worldwide,
advisor in telecoms, IT and media. Through our with headquarters in London and offices in

global presence, we deliver strategy advice, Cambridge, Dubai, Dublin, Edinburgh, Madrid,
operations support and market intelligence to leading Manchester, Milan, Paris, Singapore and
commercial and public sector organisations in more Washington DC.

than 80 countries. Analysys Mason offers two types of service:

The intellectual rigour, operational experience and
insight of our people have helped our clients to meet
some of the toughest challenges they face within the
industry. Analysys Mason has consistently delivered
significant and sustainable business benefits to our

o Consulting: We work with our clients to provide
bespoke advice and support throughout the
business cycle, helping major players to set
strategy, plan for change, and implement that

. , . change.
clients during the past twenty years on issues
ranging from advising on operator strategy and o Research: We offer market intelligence services,
tactics, development of national sector regulation, publications and custom research to help our
through execution of major financial transactions, clients to identify key strategic issues, formulate
to the deployment of public and private network strategies, identify trends and opportunities, and
infrastructure. measure performance.
We are respected worldwide for the exceptional For more information visit our Web site at
quality of our work, our independence and the http://www.analysysmason.com.

flexibility of our teams in responding to client needs.
We are passionate about what we do and are
committed to delivering excellence to our clients.
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Reports from Analysys Mason

Analysys Mason’s reports are designed to keep you
up to date with industry developments and how they
affect players in the telecoms value chain — from
fixed and mobile network operators, to software and
equipment vendors, and content providers and
distributors. Our reports will help you to:

o explore the factors that are driving market
evolution

o understand how industry trends will affect your
business

o define and evaluate your strategic options using
decision frameworks and scenarios

« identify where opportunities lie for growth

o find out which players are successful and why.
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About Analysys Mason reports and services

Our publication programme offers more than

25 reports each year, covering all the key issues
affecting the telecoms industry and the latest
hot topics.

Recent reports have provided expert analysis

of such topics as pay TV, next-generation networks,
mobile media and entertainment, 3G infrastructure
sharing, picocells and femtocells, fixed—mobile
convergence and mobile advertising, and have
included country market forecasts for fixed and
mobile telecoms.

Each report is accompanied by an Excel
spreadsheet containing the forecasts or other
key data discussed in the report, presented in an
easy-to-use format. All reports are offered with
Analyst Support, allowing you direct consultation
with the author.

Shop online at:
http://www.analysysmason.com/research.

For information about our report subscription
packages, please contact our Sales and Customer
Service team on +44 (0)1223 460600 or email us at
research@analysysmason.com.
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Market intelligence services from Analysys Mason

Analysys Mason’s online market intelligence services
help you keep track of the latest developments in
major telecoms markets worldwide.

All our services are regularly updated and include
a sophisticated range of interactive search,
benchmarking and download tools.

o Analysys Mason Fixed Networks and Services
provides analysis of European operators and
ISPs, country reports for more than 30 markets,
country market forecasts, commentary on
industry trends and a module on the
broadband market.

o Analysys Mason Mobile Networks and
Services provides insight into the strategies of
key players worldwide, country reports for more
than 40 markets, country market forecasts and
analysis of industry trends, and the Wireless
Technology Tracker section, which keeps you
up to date on cellular network and other wireless
technologies.
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o Analysys Mason Next-Generation Telecoms IT
includes an interactive contracts database,
market size estimates and forecasts, trends
papers covering the latest issues in telecoms IT,
and profiles of leading and up-and-coming
vendors worldwide.

o Analysys Mason Telecoms Market Matrix
provides a detailed and coherent quarterly view
of the overall size, in operational and financial
terms, of the main markets enumerated by the
EU framework for telecoms regulation and of the
incumbent’s and other operators’ shares of those
markets.

Our Analyst Support package, which allows

you direct consultation with our telecoms experts,
is an ideal complement to your chosen market
intelligence service.

For more information on our services or a guided
demonstration, please contact our Sales and
Customer Service team on +44 (0)1223 460600,
email us at research@analysysmason.com or visit
our Web site at:
http://www.analysysmason.com/research.
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Custom research from Analysys Mason

Analysys Mason has developed its portfolio of custom research services in response to customer demand for
bespoke market intelligence, when more data is needed than is found in an off-the-shelf report or database,
when there are complex questions about specific companies or markets that need to be answered, or when
analysis needs to be tailored. Custom research can deliver real value when an organisation needs to answer
specific questions about how it is positioned in the market, and how to optimise performance at various stages

of the product or service lifecycle.

For more information, or to discuss how we could help you to meet your specific information needs, please
contact our Custom Research team on +44 (0)1223 460600 or email us at custom@analysysmason.com.
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Analyst support

Structured analysis of

. Market sizing and forecasting
service markets

Bespoke News and Expert survey Bespoke
company event and interview country
profiling analysis work profiling

Data and information collection  Large-scale primary research
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