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Agenda

MPD Dialogue Series: Payment Industry Futures 
Mobile Commerce

The MIT Faculty Club
February 9, 2006

This MPD Dialogue session features Richard Schmalensee, Dean of MIT’s Sloan School of 
Management, Chairman of Market Platform Dynamics, and author of Paying with Plastic: The Digital 
Revolution in Buying and Borrowing, who will moderate a discussion centered around mobile 
commerce. The discussion will cover the moves being made by the leading mobile operators and mobile 
content providers around the world and the potential impact on the traditional payment industry 
landscape. 

Matt Catino, Co-founder and VP of Strategic Partners, SavaJe, an open operating system for mobile 
phones, and Andrei Hagiu, Assistant Professor at Harvard Business School, platform-business expert 
and authority on the mobile payments industry in Japan and China, will share their thoughts and 
perspectives. 

Discussion Topics

The Mobile Commerce Potential  
A world of opportunity
• What’s driving adoption, who’s adopting and why
• Strategies to achieve adoption in a complex payment ecosystem
• Opportunities and threats: what is fueling industry growth 
• The competitive response: how incumbents and new entrants mitigate industry risk 

The Mobile Payments Industry
From ringtones to the register
• The technology behind mobile payments in Asia: Sony’s FeliCa Chip 
• Mobile payment case study: Japan and DoCoMo 
• Strategies to achieve adoption in a complex payment ecosystem 
• Perspectives on timeframes for adoption by region

The Industry Implications
Chickens, eggs and new opportunities
• Getting both sides on board: how to get merchants, network operators, content providers, advertisers 
and subscribers on board
• The advantages of standardization and strategies to achieve it



MPD Fact Sheets
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MPD Fact Sheet

Overview of Mobile Payment Solutions

Background

Mobile payments is defined as paying for goods or services with a mobile electronic device such as a 
cellphone or a PDA. This payment solution can be used in a variety of payment scenarios. 

A report from Arthur D. Little in December 2005 points out that Japan, Singapore and South Korea in 
Asia, along with Austria in Europe, are leaders in mobile payments. China, Croatia, Norway and Spain 
are termed “in development” and all other countries are far behind; the U.S. is considered moving from 
“embryonic” to “early development.”

Asia

Japan, Singapore and South Korea lead the world in the adoption of mobile payments, with China now 
gaining traction as a result of the large number of mobile phones in circulation.

Key Details

Japan 

Working with Sony, NTT DoCoMo has established a simple, device-based mobile payments solution. 
Sony’s FeliCa contactless chips are integrated into mobile phones, enabling payments to be made 
using a mobile phone in shops that have a FeliCa chip reader. 

More than 7 million Japanese consumers have mobile phones equipped with this contactless payment 
technology. And more than 2.5 million Japanese merchants can accept such payments. For now, most 
of these transactions are facilitated by phones registered with NTT DoCoMo. 

Going forward, NTT DoCoMo will begin to collaborate more closely with banks and card companies 
which will expand Japan’s mobile payments market.
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Overview of Mobile Payment Solutions: Asia (continued)

South Korea 

In 2003, South Korea became the first country in the world to roll out mobile payments schemes on a 
national basis. All three of the country’s wireless carriers have launched full-scale m-banking services.  

South Korea’s emergence as one of the world leaders in the mobile payments arena is due to a number 
of factors, including technological innovations, high mobile phone penetration rate (68%), government’s 
support to develop common standards, and the willingness of competing carriers, banks and payment 
companies to work together.  

SK Telcom, the country's largest mobile operator, launched its mobile payments offering, Moneta, in the 
summer of 2003 at a cost of about $40 million. It is typical of the mobile schemes that have 
subsequently emerged in this country:  mobile payments are enabled by the use of the handset's smart 
chip, which is linked to a credit card account. As a result, it functions then as a contactless-style card at 
the point of sale, using either radio frequency or infrared technology to complete the transaction. 
Additional password-protected authentication through the carrier’s SMS service is required for higher-
value transactions.

A separate initiative, Korea Mobile Payment Services (KMPS), was founded in 2000. It has 250,000 
merchant customers in South Korea. The company authorized 326 million transactions in 2004. 

In October 2005, First Data announced that it would buy an 80% stake in Korea Mobile Payment 
Services. 

China

Although mobile payments initiated there in 2002, it has not gain much ground, due to technology 
obstacles and interoperability issues. China’s main focus related to mobile development is to turn 
mobile phones into true “electronic purses” allowing consumers to purchase pre-paid credits, pay utility 
bills and transfer credit to the phones. But today many mobile phones are not equipped to handle such 
transactions.  

Banks in China remain cautious with respect to the use of mobile phones as payment terminals, partly 
due to the fear of fraud. Since, for now, the demand for mobile payments is not large (relatively few 
merchants accept payment cards, not to mention mobile payments), many banks have adopted a wait-
and-see attitude. 

Players to watch in China include SmartPay Jieyin, Ruyipay, and Union Mobile Pay (a joint venture 
between China Mobile and China UnionPay). 

Key Stats and Facts

More than 7 million Japanese consumers have mobile phones equipped with contactless payment 
technology. They can use these phones to pay for things at more than 2.5 million Japanese merchants. 
(Source: Market Platform Dynamics)

China has the world's largest mobile phone market, with more than 377 million mobile phone 
subscribers. (Source: Xinhua News Agency)
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Overview of Mobile Payment Solutions: Asia (continued)

Key Stats and Facts (continued)

The number of people using mobile phone-based payment services in China was expected to reach 
18.7 million by the end of year 2005, growing at a rate of .75% year-on- year. The penetration rate of 
mobile phone-based payment services will reach 4.74% at the end of 2005. By the end of 2008, more 
than 97.5 million people in China are expected to be using mobile phone-based payment services. 
(Source: Analysys)

In December 2003, South Koreans had used mobile banking services (account inquiries or banking-
related transfers or transactions) 2.56 million times, more than double the 1.1 million recorded a year 
earlier. By the second quarter of 2004, the value of m- banking transactions had reached KWR2.2 
trillion ($2 billion) - a rise of over 58 percent from the previous quarter. For 2005, the total number of 
transactions was expected to exceed 4.5 million a month. (Source: Tower Group) 

Analyst Reactions 

Zhou Yi, Analysys International (China): "The current mobile payments market [in China] is dominated 
by operators and is still the introduction phase, when users are being cultivated. ... The industrial value 
chain still hasn't been established, players in the value chain should enhance their cooperation and 
coordination to build a healthy and complete cooperation system and platforms that drive development 
of mobile payments applications.“

Bruce Cundiff, Javelin Strategy and Research: (Talking about First Data buying stake in Korean Mobile 
payments Services) "It certainly makes sense [that First Data] would make a play and they would have 
sort of a beachhead [in South Korea]. [First Data’s strategy in Korea] must encompass the mobile 
aspect, because it’s so ingrained in the Korean consumer mind-set.”

Source: “Pocket World in Figures”, The Economist, 2005 Edition.
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Overview of Mobile Payment Solutions: Europe

Europe

So far, the mobile payments market in Europe is still quite fragmented. And most payment solutions are 
targeted at specific countries and driven by local requirements.

Simpay, a major joint venture to provide a pan-European mobile payments service, was dissolved in 
June 2005, just weeks before its planned launch date. The reason for its collapse was that participants 
were unable to agree on what types of mobile payments Simpay would offer. 

Wireless carriers and other players are now pursuing new initiatives, now more on individual basis.

Key Details

Simpay was established in 2003 by four major European wireless operators – Orange, Telefonica 
Moviles, T-Mobile and Vodafone. Two additional carriers, Amena and Proximus, joined the project in 
early 2005. 

Simpay’s initial plan was to offer its services in 20 countries by 2004, but the plan was delayed many 
times along the way. In early 2005, the group announced that the service would be launched in April 
with a reduced scope of operations (only operating in the Spanish market). 

However, disagreements among members continued related to payment types. T-Mobile wanted to 
embed contactless payment chips within cellphone casings, while other companies, such as Vodafone, 
wanted subscribers to use their phones to purchase digital content such as ringtones in essentially an 
online fashion. In June 2005, T-Mobile made a decision  to proceed with its own existing technology, 
which brought an end to the joint-venture. 

Though Simpay was promising in reducing the number of contractual relationships needed between 
operators and merchant third parties, analysts said a standardized billing platform such as that provided 
by Simpay across different networks could be prohibitively costly for carriers, particularly when 
compared with established payment systems. This, along with the relatively low activity in the m-
commerce space also contributed to Simpay’s demise. 

Austria is one of the world's most successful mobile payments markets.  There, Mobilkom Austria is the 
leading provider. By 2005, Mobilkom Austria was offering a range of mobile commerce solutions 
facilitating payments for public transport, parking, event and lottery ticket services, home delivery 
shopping services, vending machine and in-store purchases, taxis, and purchases at fuel stations and 
other retail outlets.

In Croatia, mobile payments providers are focusing on enlarging the retailer base and upgrading 
personal banking applications. For example, there, T-Mobile’s M-pay allows users to register their credit 
card accounts and bank accounts with the service, pay most of their utilities bills, TV subscriptions, and 
landline and mobile telephone bills. Croatia was also one of the first markets worldwide to launch m-
parking.

In the U.K., mobile payments are still under development. A mobile payments service provider, Bango, 
went public in June 2005. Bango provides mobile payments services to all mobile subscribers and 
managed solutions for content providers. In addition, leading e-commerce portals in the U.K. have 
expanded their mobile offerings. eBay (U.K.) launched “eBay Anywhere“ at the end of 2004, offering 
transaction tracking and bidding from mobile devices.
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Overview of Mobile Payment Solutions: Europe (continued)

Key Stats and Facts

The mobile payments market in the U.K. offers GBP100-150 million potential annual revenues to mobile 
telecom operators for processing payment transactions. (Source: Booz Allen Hamilton). 

Currently, over 60% of all U.K. retail transactions by volume are still paid for in cash, leaving a huge 
growth potential for cashless payments. (Source: Booz Allen Hamilton).

In Vienna, Austria, the m-parking system is now used by more than 80,000 of the city’s 650,000 
registered drivers, and each day 7,500 mobile parking tickets are purchased. (Source: Booz Allen 
Hamilton).

It is expected that 50 percent of the total Belgian population will be able to make mobile payments by 
2008-2009, possibly even earlier. (Source: Booz Allen Hamilton).

In Croatia, the m-parking service has been expanded to more than 23 cities across the country and m-
parking market share vary from 25 percent of parking turnover in Zadar to 75 percent in Dubrovnik. 
(Source: Booz Allen Hamilton).

Analyst Reactions

Joseph Levine, Yankee Group: “The cost of getting a digital purchase onto the bill [of a wireless carrier] 
is still fairly high. When you look at the revenue splits there, you have more people who potentially need 
to get paid.”

Michelle de Lussanet, Forrester Research: “With Simpay out of the picture, banks have more breathing 
room to plan their own entry into the world of mobile payments. ... [Simpay was] doomed from the start. 
… Part of the difficulty of Simpay was getting a number of competing wireless carriers to sit down and 
work together. It simply lost momentum.”

Nick Jones and Martin Gutberlet, Gartner: "[The] decision to abandon a Europe-wide Simpay roll-out 
[was] a short-sighted one. …This move represents a lost opportunity, but it does not mean the end of 
European mobile commerce. …. The losers from this decision will be consumers and merchants who 
would have benefited from simplicity, consistency and interoperability. The winners will be potential 
competitors, such as PayPal, payment processors, aggregators and operators' 'on portal' payment 
systems."

Implications/Impact 

The failure of Simpay has contributed to the slow expansion of mobile payments in Europe. Carriers 
and finance companies had hoped to get consumers to use their phones as mobile wallets, conducting 
contactless payments for subway fares and movie tickets. 

Outlook

European carriers can still go ahead with their own individual offerings based on local needs and 
business environments, while leveraging Simpay’s know-how. But lacking of a common platform will 
cause interoperability problems in inter-platform and international transactions, limiting the markets for 
each service provider. 
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Overview of Mobile Payment Solutions: United States

United States

The U.S. lags behind Europe and Asia in terms of mobile payments. There are several barriers, 
including tougher regulations regarding telecom and finance, lack of consumer interest in cellphone 
services beyond voice, and the lack of a workable agreement on cost sharing and revenue. In the U.S., 
the chief supporters are the sponsors of nationally branded bankcards and their issuing members. They 
are embedding their chips, though, primarily in payment cards or in key fobs (we discuss this in the 
“Emerging Technologies: Contactless Cards” fact sheet), not cellphones.

Perhaps the biggest obstacle is the lack of mobile phone penetration overall.  Although mobile phone 
ownership and usage is high in some demographic groups, e.g. Generation Y, overall, the percentage 
of cellphone penetration is lower in the U.S. than in those countries which lead in mobile payments.  
There are 48.8 cellphones per 100 people in the U.S., while the number is 68 in South Korea, 63.7 in 
Japan and 79.6 in Singapore. (Source: “Pocket World in Figures”, The Economist, 2005 edition) 

Nonetheless, there is some movement in this area. Motorola has started pilot-testing MasterCard-
enabled phones and has recently announced plans for public tests by the second half of 2006. 

Philips, Sony and Nokia co-founded the NFC  Forum, an industry association, in 2004. MasterCard, 
Matsushita, Microsoft, Motorola, Samsung, Visa, American Express, LG, Siemens and Sony Ericsson, 
among many others have since joined. 

Sprint Nextel and all other major U.S. carriers have at least acknowledged that they are exploring their 
mobile payment options.

On the payments side, MobileLime has recently launched its service in the Boston area and has plans 
to expand nationally. MobileLime’s service is based on IVR (Interactive Voice Response) and text 
messaging. Users of any cellphone dial a toll-free number and enter relevant info to authorize a 
transaction with a registered merchant. MobileLime has singed up 10,000 users, and the company 
expects that number to increase dramatically in coming months with national roll-out.

In November 2005, Discover Financial Services announced that it would test contactless cellphone 
payments. Discover intends to make its payments via cellphone "an ATM at the hip" for Discover credit 
cardholders and Pulse debit network cardholders, says Rick Reese, Discover vice president of 
enterprise architecture.

Starting in January 2006, JP Morgan Chase will initiate a six-month test of mobile phone payments and 
content downloads in Atlanta. In an arena shared by the professional hockey and basketball teams, 300 
season ticket holders will be able to use special Nokia cellphones to pay at POS terminals.  Billing will 
be to the subscriber’s Cingular account. The participants will be customers of both JP Morgan Chase 
(Visa credit cards) and Cingular (mobile network). 
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Mobile Payment Solutions: Source Material

Cell Phones Move Into POS Payments, Cards&Payments, Jan. 1, 2006.

Mobile payments - Operators: Canada co-operates as the U.S. trails, Electronic Payments International, 
Dec. 12, 2005.

Arthur D. Little Global M-Payment Update 2005 - M-Payments Making Inroads, Dec. 2005.

First Data to Buy Stake In Korean Payments Company, American Banker, Oct. 21, 2005.

Mobile payments set to generate GBP100m-GBP150m annual revenue in U.K. and progress cashless 
society, M2 Presswire, Aug. 1, 2005.

Mobile payments setback as Simpay closes down, Electronic Payments International, Jul. 27, 2005.

M-commerce effort Simpay collapses, RCR Wireless News, Jul. 4, 2005.

South Korean m-banking comes of age, Electronic Payments International, Jan. 25, 2005.

Cashing In Where Cash Is King --- Chinese Cellphone Providers Develop Mobile-Payment Systems, 
The Asian Wall Street Journal, Jan. 24, 2005.
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MPD Fact Sheet

Overview of Mobile Content

Wireless mobile content generally refers to data services provided on mobile electronic devices, 
especially cellphones. Examples of mobile content include, but are not limited, to ringtones, logos and 
gaming, as well as voicemail messages, video content, ring back tones, information services (for 
example horoscopes, sports results and stock market information) and interactive services (including 
games, dating services and competitions).

Background

Wireless carriers worldwide seek new revenues as growth in the number of mobile phones is slowing.  
Even though more and more people use mobile phones as their main personal communication method, 
falling prices have caused average revenue per user (ARPU) to decline.

Multimedia phones have begun to represent a higher percentage of the total phones worldwide and data 
services have become more available at affordable prices, consumers have shown increased interest in 
using mobile data services. SMS (Short-Message Services) and ringtones are widely popular in Asia, 
Europe and Latin America and are gaining momentum in the U.S. 

Basic multimedia download services, such as ringtones, generated over $1 billion in 2004 worldwide.

Music downloads were purchased by 33% of consumers with multimedia devices, up from 21% a year 
ago.

Multimedia Messaging Services have grown steadily across most regions and are now used by one-
third of multimedia phone owners.

Japan, China and South Korea also lead the world in mobile gaming, with more than 20% of multimedia 
phone holders downloaded games at least once a month in 2005. (Source: Mobinet 2005)
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Overview of Mobile Content (continued)

More advanced data services, such as 3G, are being rolled out worldwide after a long delay. Faster 
connection speeds and higher capacities make more advanced data services such as full-track music 
downloads and video streaming technically practical. 

Mobile music now accounts for approximately 40% of record company digital revenues. Record 
companies are seeing sharply increased sales of master ringtones (excerpts of original artist 
recordings) which account for the bulk of their $400 million-plus mobile music revenues. Music 
downloads have gained popularity in Europe and Asia but still haven’t taken off in the U.S., in part due 
to the relatively lower cellphone penetration and slower network speeds. 

*Phones that are capable of accessing data services, like email services or web browsing. (Source: Mobinet 2005)
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Overview of Mobile Content (continued)

While still under development in most of the world, Mobile TV is expected to be the next “big thing” in 
the mobile content business. There is no clear agreement among equipment suppliers on the technical 
standards for delivering content to the cellphones and still no clear business model for how operators 
and broadcasters will profit by offering the service.

Two important solutions for delivering TV programming to cellphones include:

Video streaming which relies on mobile networks’ data services to deliver video clips or live 
programming in data packages to cellphones.  Video streaming consumes a lot of expensive 
bandwidth and the image quality is highly sensitive to network congestion, thus faces a lot 
uncertainty in its future. 

Digital multimedia broadcasting is similar to the traditional analog TV broadcasting but 
transmits multimedia signals in digital format. By using satellite-based or terrestrial digital 
broadcasting, digital broadcasting can broadcast superior multimedia signals consistently to 
unlimited number of receivers within certain areas, without taking up mobile networks’
bandwidth resources. Examples of such technologies include DMB (Digital Multimedia 
Broadcasting) and DVB-H (Digital Video Broadcasting - Handheld), among others.

Even though mobile TV is not yet widely available, the idea is already appealing to mobile phone users. 
Mobile TV service is attractive to one-sixth of all mobile phone users worldwide and is especially 
attractive to 18- to 44-year olds in Latin America, Asia and Eastern Europe. (Source: Mobinet 2005)

It is expected that TV cellphones will represent up to 1.8% of the worldwide handset market in 2007 and 
the number is expected to increase to 5% by 2009. In addition, the global market for mobile video on 
demand, streaming video and other mobile broadcasts is expected to almost double to US$2.7bn in 
2006 and to rise to US$12.2bn by 2010. (Source: Financial Times, FT.Com)
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Overview of Mobile Content: Asia

Asia

Key Details 

South Korea

Korea is one the world's fastest-growing markets for wireless devices. Over the last decade, it has 
invested billions of dollars to make itself the world's most wired -- and wireless -- nation. But lately, the 
saturated market has increasingly raised concerns within the industry regarding future revenue streams. 
Wireless carriers are therefore actively seeking new revenue sources, especially innovative and 
attractive data services such as video streaming, music downloading and GPS (Global Positioning 
System). 

SK Telecom, which controls more than half of Korea’s mobile markets, is the leading player in mobile 
content and is known for its business model innovations. SK Telecom is engaged in a host of new 
services, among which include the portable Internet, mobile television, W-CDMA mobile telephony and 
digital television broadcasting. 

SK Telecom provides various options including off-the-air downloads, side loading, 
subscriptions and one-time-downloads to its Melon digital music service users. 

In addition, it has employed an aggressive pricing strategy to promote its data services and 
offers monthly unlimited music access service for US$5. As a result, about 75% of SKT’s 
subscribers use their music services and the company generates about 25% of its revenues 
from data services, among which about 70% is digital content. 

SK Telecom has also been aggressive in content acquisition.  In May 2005, the operator 
acquired 60% of the largest record company in Korea.

SK Telecom launched a video-on-demand service on its 3G network in 2002 and drew around 
one million subscribers in just nine months.

KTF, the nation’s second-largest mobile phone operator, also plans to focus on wireless data and 
convergence services for future growth. KTF launched its multimedia services such as DOSIRAK (a 
music downloading service for mobile MP3 phones), GPAND (a game portal), and K. ways (telematics 
and navigation services.) These new services have contributed to KFT’s wireless data sales, which 
increased 23.5% during the second quarter of 2005 than a year earlier. KTF aims to increase sales of 
wireless data services so they account for 20% of total revenues by the end of 2007, up from its current 
position at 10%.

Digital multimedia (TV & Radio) broadcasting services have been launched in South Korea in 2005. SK 
Telecom holds a 30% share of TU Media Corp., Korea's lone satellite-based mobile television 
broadcaster. The service includes seven video and 20 radio channels to customers on a monthly fixed-
rate of 13,000 won (US$13.5). Backed by SK Telecom's strong consumer base and wide expertise, TU 
Media plans to eventually expand its network to 14 video channels and 24 radio channels, plus a data 
services channel to provide updated information on weather, traffic and stock exchanges among others. 
TU Media will take around 25% of the services fees it shares with the three mobile big operators, SK 
Telecom, KT Freetel and LG Telecom. The company hopes to break even in 4-5 years.
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Overview of Mobile Content: Asia (continued)

Japan 

Japan is known for its leading position in 3G services and its active and well-developed mobile market. 
2005 was marked by continued 3G competition among mobile operators there (especially DoCoMo and 
KDDI) and major advances in digital and mobile broadcasting.

Overall, the Japanese digital content industry has slowed after several years of fast development. The 
market was valued at a little over 13.3 trillion yen in 2004, up just 1.8% from 2003. (Source: Digital 
Content Association of Japan) Operators are therefore actively seeking new growth opportunities 
beyond ringtones and Internet services.  And to further stimulate the market, the government is 
considering doubling the number of mobile operators in Japan, with Softbank, eAccess and NTT Com 
showing interest in securing 3G licenses.

NTT DoCoMo is the leader in Japan’s mobile market. The company made its mark on the global 
cellphone industry in 1999, when it launched i-mode, a service that allowed people to surf the Internet 
and send and receive e-mail on their cellphones. In 2002, the company became the world's first 
cellphone carrier to launch 3G services – FOMA (Freedom of Mobile Multimedia Access). 

Authorized i-mode content providers usually charge subscribers between US$5-$6 a month for access 
to content on their WebPages. NTT DoCoMo, which collects the money on behalf of the content 
providers, keeps  9 percent of these fees and passes the rest on to the content provider. DoCoMo, 
however, also makes money from the data download charges. Consumers are able to download content 
from any website that supports the i-mode service (not just via i-mode content providers and payment is 
settled independent of NTT DoCoMo. 

The country’s second largest carrier, KDDI, rolled out its own version of 3G service -- AU, which is a 
slower but reportedly less buggy data offering than DoCoMo’s i-mode. Consumers seem attracted to 
AU’s “fun” services such as easy video mail and song downloads. In the fall 2003, KDDI stunned the 
industry by offering a fixed-rate monthly tariff of about US$40 for unlimited use of AU’s data services, 
while DoCoMo’s usage-based pricing cost much more for multimedia services. DoCoMo has since 
fought back by expanding the network coverage of its 3G service and offering a monthly fixed rate 
similar to KDDI’s. 

An interesting development in Japan’s mobile music market is the emergence of a CD-quality song 
downloading services: Chaku-uta. Introduced in 2002, Chaku-uta now represents 20 percent of all of the 
country’s mobile music sales, equivalent to US$200 million. Record companies receive a higher 
revenue split with Chaku-uta than they do from the sale of CDs. KDDI was the first major carrier to sign 
up with the services and the other two (DoCoMo and Vodafone) have since followed suit.

In terms of mobile TV, besides video streaming through cellphone network’s data services, digital 
multimedia broadcasting has also been the hot topic over the past two years. On September 27 2005 
NHK and seven leading private broadcasters announced that they would start terrestrial digital 
broadcasts to mobile phones in April 2006. On the same day NTT DoCoMo and KDDI introduced their 
plans to offer a handset that will support digital terrestrial broadcasting (also known as one-segment 
broadcasting). 
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Overview of Mobile Content: Asia (continued)

China

China is the biggest mobile market in the world, with more then 380 million users by the end of 2005.

The MMS (includes logo/ringtone downloading and other services) market in China experienced a high-
growth era from 2002-2004. For example, the market size in 2004 was RMB 810M (about $100M), a 
305% growth over the previous year. However, in 2004, tightened regulations against piracy and other 
illegal practices affected the market negatively and forced the market to downsize by about 11%. The 
market is expected to get back on track in 2006 and continue growing rapidly until 2008.

The mobile music market in China is still developing but growing rapidly. From 2003 to 2005, the mobile 
music market tripled from RMB750M ($93M) to RMB2590M ($321M).

Piracy has been a long-term concern for music publishers and has been a barrier to providing content to 
carriers. Yet after an agreement between music publishers and wireless carriers in 2002, the two parties 
have been working successfully in anti-piracy efforts in mobile music area. Music rights owners support
has helped the development of the market. 

China Mobile (one of the two major wireless carriers in China) takes a 15% commission on transactions 
processed through its networks, with content providers (who aggregate content and prepare it for 
downloads) taking the rest (85%). But recently, China Mobile has offered various pricing schemes, in 
which commission rates are decided based on the China Mobile services used by content providers. In 
certain cases where service providers use China Mobile’s tech support, customer service and 
marketing services in addition to the standard payment and clearing services, the commission rate is as 
high as 50%.

Though there is still no commonly-accepted mobile TV standard in China, China Mobile tested 
streaming-based mobile TV services at the beginning of 2005 and offered the services nation-wide in 
September of that year. The service includes 12 live channels as well as video-on-demand services. So 
far, the service is still in its test phase and free to its test users. Within 2 months, more than 170,000 
users signed up for the service and the number is expected to reach 1 million by March 2006. The 
commercial roll-out is expected in  April of 2006.  At the same time, it is reported that China is 
collaborating with Korea and testing DMB-based services in Shanghai. 

Key Stats and Facts

About 80 percent of the mobile-phone models marketed in Korea have built-in music players. Korean 
mobile carriers sold 3.1 million MP3 player-equipped phones over the first year in which the handsets 
were introduced to the market (March 2004-February 2005). By the end of 2005, about 10 million 
people, or 30 percent of Korea’s mobile population, were expected to have MP3 player-equipped 
phones. (Source: The Korea Herald)

Korea’s mobile TV industry will generate 14.7 trillion won (about $14.2 billion) in services and 
equipment through 2010 while creating about 160,000 jobs annually during the same period. Terrestrial 
digital broadcasting services are expected to attract more than 10 million customers by the year 2010 
while satellite-based services are expected to have 4.3 million by that time. (Source: Electronics and 
Telecommunications Research Institute, Korea)

At the end of July 2004, Mobile carriers NTT DoCoMo, KDDI and Vodafone had 83 million subscribers, 
of which about 85%, or 71 million, used mobile Internet services. Of this, roughly 70% are customers of 
content-delivery services available through the above carriers’ networks. (Source: Telecommunications 
Carriers Association, Japan)
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Overview of Mobile Content: Asia (continued)

Key Stats and Facts (continued)

Ringtones/songs account for a little less than 40% of Japan’s mobile content market, information 
services—such as news, weather reports, travel and traffic reports—about 30%, games about 15% and 
images—such as standby displays and animated video—about 15%. (Source: Digital Content 
Association of Japan)

While Japan's music market is second only to the U.S., with $3.5B in CD sales, it ranks first in mobile 
music in terms of market size, service penetration and sophistication. In 2004, sales of music CDs were 
about US$3.5B while sales of mobile content (i.e. content fees paid to content providers, excluding the 
even larger data traffic fees pocketed by operators) were over US$2.0B; of this amount, 50 to 60 
percent was music related. (Source: Wireless Watch Japan)

The market for Chaku-uta is expected to grow to US$300 million in 2005, serving more than 30 million 
Chaku-uta-enabled phones (an approximately 30 percent technology penetration in the Japan market) 
from 2004's 20 million. And In 2007, when most phones in Japan will be Chaku-uta compatible, thanks 
to handset replacement mechanics, the market for Chaku-uta will very likely represent over US$1 
billion, equal to or more than one-third of Japan's CD market size. (Source: Wireless Watch Japan)

Mobile music sales in Japan totaled $US 211 million, or 96% of digital sales in the market, in the first 
nine months of 2005. Single track downloads reached 4.3 million during the period. (Source: IFPI)

The mobile music market in China grew about 110% from RMB 0.75B (about $93M) in 2003 to RMB 
1.58B (about $200M). In 2005, the number is expected to reach RMB2.59B, or $320M. (Source: 
iResearch)

Currently, only 7 million handsets support TV playing, accounting for 2 percent of the total Chinese 
handset user base. (Source: CCID Consulting)

China Mobile Music Market (RMB million)
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Overview of Mobile Content: Asia (Continued)

Analyst Reactions

Steve YOO, Nomura International: “Korean operators, SKT in particular, have been getting positive 
reviews for growth in wireless Internet revenue. But we note that recent growth can be largely attributed 
to SMS, with the introduction of discount plans. … We are now somewhat concerned that growth in 
wireless Internet has slowed, while much of the growth experienced in previous years was partly a 
result of low-base effects. Lack of content cannot be the reason for the recent sluggish growth, since all 
operators boast a plethora of content on their respective wireless Internet platforms.”

Kim Kyung-mo, Mirae Asset: “Cell phones are now a personal data hub due to the digital convergence 
trend. In this climate, Korean mobile operators are likely to compete to come up with services 
specifically for the small gadgets.''

Benjamin Joffe, Wireless Watch Japan: “While the future of recorded CDs seems bleak, and in some 
countries CDs are now seen more as a way to promote an artist than a source of profit, music is already 
selling and will sell even more in the future, via the Internet. But this channel will surely be usurped by 
the mobile, because of, first, their direct connection to the network, and, second, because mobiles now 
greatly outnumber PCs.”

Hiroshi Kamide, KBC Securities Japan: "I get the feeling that the technology is getting ahead of 
consumer needs. …There's just no real content that people want at the moment."

Zhang Yan, CCID Consulting: "In China, mobile TV is still in its infancy and the service provider has had 
to provide the free service in order to find out the real demand.”

Europe 

Mobile operators have invested GBP40bn ($69bn) in the U.K. alone on third-generation licenses and 
infrastructure. These investments are designed to provide the television and music offerings that will 
hopefully motivate consumers to trade up to 3G, especially in light of the falling prices of mobile voice 
services due to fierce competition among European operators.

Key Details

The European mobile content market offers great potential, with many countries at 100 percent mobile 
penetration. 

However, the mobile content business in Europe has been hampered by slow data speeds, poorly 
marketed ‘push’ content from operators, multi-language supports, and the incompatibility of browsers. In 
addition, mobile carriers have been reluctant to allow users to buy third-party content services through 
the mobile networks. 

As a result, mobile data service adoption remains low in Europe. Recent reports suggest that only about 
9 percent of online users pay to download ringtones and only 4 percent visit mobile operator portals 
such as Vodafone live! or Orange World.

In addition, MMS adoption remains relatively modest: 14 percent of online users use their camera 
phones to take pictures, but only 7 percent use MMS to send them. 
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Overview of Mobile Content: Europe (continued)

Key Details (continued)

Mobile gaming is high in Europe. As of September 2004, 32 percent of online consumers had played 
games on their mobile phones; yet only three percent had actually paid to download mobile games. 
Many consumers, it seems, played only the games that came loaded onto their phones.

As major mobile carriers continue to roll out their 3G services across European countries, more and 
more carriers are abandoning their walled-garden business models. As a result, certain content 
segments, particularly mobile games and ringtones, are beginning to show strong growth. Improved 
network speed is also stimulating innovation and high levels of investment in the industry by content 
providers and application developers.

Germany’s T-Mobile partnered with its sister online music company, current market leader Musicload, to 
offer dual downloads – that is, songs downloaded to mobile phones which can also be accessed online 
at no extra cost. This adds to consumer flexibility and has been adopted by other mobile operators –
Sprint and Verizon (U.S.), Orange (Europe) and ‘3’ (Europe).

Several operators have begun to offer streaming or downloading video (mobile television) over their 
new 3G networks. The pricing options vary across different providers. In the U.K., which is widely seen 
as the most advanced European market for mobile television some carriers are charging flat monthly 
rates of between GBP5 and GBP10. Others, including 3 U.K., have adopted a bundled approach, with 
all-in packages including voice minutes, text messages, music and video starting at GBP35 a month. 
Several continental European operators, including Telecom Italia Mobile and SFR in France, are 
charging usage-based fees.

There is also a wide variation in how the revenues are to be shared among content owners, network 
operators and the aggregators. Analysts estimate that in some partnerships the broadcaster could take 
as much as 50 percent, leaving the operator to share the remainder with other service providers.

Early trials of video services have shown that consumers prefer short clips, which they can watch at a 
bus stop, on the subway or while waiting for a friend, to the long programs that broadcasters are used to 
producing. News headlines, sports highlights, music videos and pornography therefore have all featured 
prominently on operators' early offerings as a result.

Nokia, Siemens and Motorola, among others, have been testing the DVB-H (Digital Video Broadcasting 
- Handheld) technology in Europe while Ericsson favors DMB (Digital Multimedia Broadcasting). 

Key Stats and Facts

United Kingdom

A U.K. survey of 1,500 people aged 13-55 found just 17 percent wanted to watch television content on 
their mobile phones, compared with 44 percent who said they would rather watch programs on their 
personal computer. Concerns about the cost of the service and the picture and sound quality led 70 
percent to say they did not want television on their mobile at all. Similarly, another report found that 
fewer than 20 percent of those surveyed in the U.K., Italy, France and Germany were interested in 
watching television on their mobiles. (Source: Financial Times, FT.Com)
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Overview of Mobile Content: Europe (continued)

Key Stats and Facts (continued)

The Sky Mobile TV service, which U.K. satellite TV provider BSkyB launched in partnership with 
Vodafone on November 1st, and which has been offered free of charge for a three-month period, seems 
successful so far: during the 10 weeks to January 10th, Vodafone customers accessed over five million 
streams of content on the service (a total of 19 channels of content are available). Sky plans to offer the 
service on other mobile networks later this year. However, BSkyB’s CEO remains cautious by saying 
that he doesn’t know yet which technology, business model or content would work best.  (Source: 
BSkyB) 

In the U.K., interim results from a user trial of digital TV broadcasting to mobile handsets has revealed a 
high level of consumer interest in a commercial Mobile Broadcasting service. The first phase results 
from the Oxford Mobile TV trial, a partnership between O2 and Arqiva, which offers 24 hour, live access 
to 16 TV channels, revealed  that 83percent of trial users like the service provided. In addition, 
76percent of trial users indicate that they would take up the service within 12 months. (Source: O2)

In December 2005, Vodafone became the first operator to launch a global mobile TV package, called 
Variety Pack, starting in the U.K. at £3 for additional channels on top of the £5 for each of the two 
previously announced Sky Mobile TV packages. 

Continental Europe 

About 11 of the 16 major markets in Western Europe now have official penetration rates above the 
100% mark. The most penetrated at the end of the year were Luxembourg (160%), Italy (119%), 
Portugal (114%) and Sweden (112%). Others above 100% include Greece, the U.K., Spain, Ireland, 
Finland, Austria, the Netherlands and Denmark. (Source: Informa)

In Europe, young demographics (ages 25 to 24) are the most dominant users of mobile content and 
services, and are the key buyers of ringtones, logos, and games. (Source: Jupiter Research)

It is expected that more than 50 percent of mobile subscribers in Western Europe will regularly access 
(at least once per month) some kind of mobile content and entertainment service by 2012. It is also 
expected that new services will account for greater proportions of the mobile content and entertainment 
service revenue by 2012 with the highest earning services being games and music, followed by adult 
content and sports. (Source: Berg Insight)

The European mobile music markets are expected to grow rapidly, increasing from US$1.9 billion in 
2004 to US$9.5 billion in 2011. The ringtones segment alone is expected to be worth US$3.6 billion with 
the full-track music market likely to exceed ringtones at US$5.8 billion by 2011. (Source: Frost & 
Sullivan)
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Overview of Mobile Content: Europe (continued)

Key Stats and Facts (continued)

In a survey sponsored by Nokia and other companies in Germany last year, 78 percent of the 512 
respondents regarded mobile TV as a good or excellent idea. (Source: Nokia) 

Source: bmco User Survey (Auditorium Test)/Goldmedia GmbH, July 2004

In 2005, French operator SFR expanded its mobile music catalogue to over 400,000 tracks and joined 
with Universal to launch ‘Label Studio TV’ – the first interactive mobile TV in Europe. Label Studio TV 
provides users with full programming control of nine channels featuring video clips, backstage 
interviews, documentary footage, interactive games and video-blogging.

Italian 3G network operator 3 Italia is planning to buy Italia TV station Canale 7 as part of its planned 
€220 million ($263m) investment in DVB-H rollout. Canale 7's broadcast business in the north of Italy 
will be turned off and its resources, including its digital TV license, shifted into a nationwide DVB-H 
network.  3 Italia has content deals in place with Playboy and sports providers and has also signed an 
agreement with Mediaset to broadcast Serie A and Champions League football in 2006-07. 

Orange, owned by France Telecom, launched a TV service in May 2005 which uses 3G technology. For 
pounds 10 a month subscribers can watch about 15 channels including ITN News, CNN, The Cartoon 
Network and a 24-hour live Big Brother channel. Orange has a partnership with MobiTV and offers 
MobiTV’s services through its network in U.K. Orange also secured rights to broadcast Champions 
League in France.

In April 2005, a mobile TV pilot using Digital Video Broadcasting-Handheld (DVB-H) technology was 
announced in Spain. A joint-project by Abertis Telecom, Nokia and Telefonica Moviles Espana, the pilot 
is the first of its kind to take place in Spain. The pilot will assist in possible market research that would 
enable Abertis Telecom, Nokia and Telefonica Moviles to measure public interest in mobile TV services. 
Under the terms of the agreement, Telefonica Moviles is responsible for customer services. Abertis 
Telecom will broadcast the programs and are also handling any technical issues. Nokia will provide the 
Mobile TV solution and smart phones that will be used for the pilot. 
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Overview of Mobile Content: Europe (continued)

Analyst Reactions

Carolina Milanesi, Gartner (U.K.): "Mobile TV will probably remain a niche. …Of course, you can put a 
television in a mobile phone, but how many people will actually use it?"

Thomas Langer, WestLB Equity Market: “In our view, the ‘Mobile Internet’ will become the ‘Third Screen’
for content delivery, in the course of the next two years. The demise of mobile operators´ walled garden 
approach towards the Mobile Internet is likely to be the starting point for mobile data from the web. 
Simultaneously, penetration rates for smart phones are increasing. We believe these two factors will 
give rise to new profitable business models that will extend beyond e-mail and Internet search.”

Paul Brindley, MusicAlly (U.K.): "There's a lot of content that might not be worth anything on any other 
format, but on mobile you might pay for an image; it might become a lot more valuable."

Pranab Mookken, Frost & Sullivan: "Improved cellular networks that allow the delivery of over the air 
(OTA) full-track music as well as better quality master ringtones/real tones, are creating a paradigm shift 
in the way customers experience music. Also, the active involvement of key participants in the music 
industry is a direct result of the recognition of mobile networks as secure and interactive delivery 
channels for multiple music applications.“

United States

In the U.S., email, messaging, news and ringtones are still the most popular categories of content and 
applications. Mobile music and TV are emerging but operators are still in search of the right business 
model. 

Key Details 

In 2005, ringtone sales were the cash cow for the mobile telephone industry in the U.S. In 2005, 
ringtone sales reached $600 million, 20 percent ahead of estimates and more than double the 2004 
figure. Ringtone business continued to grow despite intense price competition within the industry. 

Mobile games have not been the big hit that was originally expected due to the complexity of the 
product and users’ overall “wait-and-see” attitudes. However, this nascent market is growing fast. 
Networked mobile gaming, while still a niche market, is also picking up steam. Some analysts report 
that the North American games market will represent over 22 percent of worldwide mobile game sales 
by 2009. 

Mobile music in the U.S. is also growing in popularity. While 2005 was marked by the rapid 
development of a master ringtone market, 2006 will see wider implementation of 3G and the roll-out of 
full track downloads to mobile.

Sprint Nextel launched the first mobile music services in the U.S. in October 2005. However, analysts 
say the price tag for a song ($2.50) is too high for U.S. consumers, who are used to paying less than 
half for music downloaded from their PCs. Even so, it is possible that mobile carriers won’t be able to 
lower the prices since the music industry has pushed back regarding the current margins from 99-cent 
downloads online to the point that now iTunes is facing pressure to raise prices for hot songs. Sprint 
won’t disclose how many users have subscribed to the services or how many songs have been sold.
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Overview of Mobile Content: United States (continued)

Key Details (continued)

Verizon announced that it would begin selling phones that allow users to download songs over the 
airwaves.  Verizon will charge $1.99 for a song sent over the air. It will also sell songs downloadable to 
phones through a PC from a Verizon music site for 99 cents each, the same price charged by online 
music stores like Apple iTunes.

In Jan. 2006, Motorola introduced iRadio, a new service that lets subscribers stream music to the 
mobile phone and also download songs or play them in their car or at home. The initial offer is some 
435 commercial-free radio channels in genres ranging from rock to jazz to "one hit wonders." This new 
service is a departure from its initial approach to mobile music with the Rokr, which is an iTunes-
enabled handheld introduced in September 2005 that received a lukewarm reception. 

In terms of mobile TV services, the U.S. industry hasn’t agreed on a common standard for bringing the 
content to the cellphones or how much to charge. Yet companies such as Texas Instruments, 
Qualcomm and Philips all have entered the mobile TV market.  Qualcomm, to take one example, has 
been building tower-based broadcasting networks for mobile TV services and hopes to deploy the 
towers by 2006. 

In January 2006, senior officials from Intel, Motorola, Modeo, Nokia, and Texas Instruments met in Las 
Vegas and announced the Mobile DTV Alliance; an alliance that will work together to encourage the 
development of mobile television by forming an organization called the Mobile DTV Alliance.

MobiTV, available via Spring-Nextel and Cingular, is a leading mobile content aggregator which has 
more than 500,000 subscribers and more than 30 channels that include live and on-demand content.

Sony has been working with Sling Media to enable users to connect to their home TVs from any devices 
with broadband or wireless connections, including mobile phones. Users will be able to use their mobile 
phone to watch any program being delivered to their home by a satellite or cable operator, as well as 
content they have stored on their digital video recorders.

Key Stats and Facts 

Data services still only account for about 8 percent of wireless carriers’ revenues in the U.S. (Source: 
Kaufman Bros. Equity Research)

The U.S. ringtone market grew from $100 million in FY2003 to $400 million in FY2005. (Source: 
MMetrics) 

Industry analysts estimate that mobile TV contributed about $16 million-$28 million in revenues in 2004 
and will reach $800 million -$1 billion by 2008. (Source: Kaufman Bros. Equity Research)

There are currently 800,000 mobile TV subscribers in the U.S., with MobiTV claiming 500,000 of those. 
The number of subscribers is expected to reach 11 million-12 million by 2008. (Source: Kaufman Bros. 
Equity Research)
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Overview of Mobile Content: United States (continued)

Key Stats and Facts (continued)

Some 5 million people in the U.S. watched video on their cellphones by the end of 2005 this number is 
expected to double by the end of 2006. (Source: Forrester Research)

Mobile gaming in the U.S. will increase from about $200 million in FY 2005 to about $1.8 billion in FY 
2009. (Source: Kaufman Bros. Equity Research)

Analyst Reactions 

Stuart Robinson, Strategy Analytics: “I don’t think users are crying out for it (mobile TV). I think 
manufacturers and developers are saying, ‘Yeah, we can do this.’”

David Linsalata, IDC:  "The mobile TV market is heating up, with both trials and deployments 
accelerating over the next 12 to 18 months. …The support of key industry players in promoting the 
advantages of the digital video broadcasting-handheld standard will significantly aid mobile TV 
deployment efforts in North America."

Nitin Gupta, Yankee Group: (Regarding cellphone manufacturers entry into the mobile music service 
market) "Motorola is backing off from its iTunes relationship, and it will be interesting to see how it 
markets this new offering given that it competes with existing music services offered by Sprint, Verizon, 
and other carriers." 

Charles Golvin, Forrester Research: “If you think about what’s the justification for that premium, it’s 
presumably about timeliness. But the number of times when a consumer is going to say I absolutely 
need to have this right now, and I’m willing to pay $2.50 for it ... are few and far between.”

Activity                              Projected  Monthly 
Reach  (000s)       

Percent U.S. Mobile 
Subscribers 

Change 

Sent or Received Text Message         60,983 33.32percent 4.60percent
Retrieved News and Information Via 
Browser                                   

18,572 10.15percent 0.10percent

Purchased Ringtone                        17,675 9.66percent 7.30percent
Used Photo Messaging                     17,005 9.29percent 9.40percent
Used Personal E-mail                      13,454 7.35percent 9.40percent
Used Mobile Instant Messenger          11,568 6.32percent 10.50percent
Used Work E-mail                           7,886 4.31percent 12.80percent
Purchased Wallpaper or 
Screensaver         

7,176 3.92percent 8.50percent

Downloaded Mobile Game                  6,052 3.31percent 6.50percent
Source: M:Metrics Benchmark Survey, December 2005.
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Mobile Content: Source Material
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Analysis: Mobile TV services: If you can't beat them, buy them, Total Telecom Magazine, Jan. 6, 2006.

Rising Competition in Cellphone Music, The New York Times, Jan. 6, 2006.

Motorola Launches iRadio Music Service, cio-today.com, Jan. 3, 2006.

2005 China MMS market report, iResearch, Jan. 2006.

Mobile operators set sights on the moving image, Financial Times, Dec. 29, 2005.

Telecoms insight - Korea 3.5G, Nomura International (Hong Kong) ltd., Nov. 15, 2005.

2005 China mobile music market report, iResearch, Nov. 2005.

The State of Mobile Content & Applications: Thoughts From CTIA Wireless, Kaufman Bros. Equity 
Research, Oct. 3, 2005.

Mobinet 2005, A.T. Kearney/University of Cambridge, Oct. 2005.

The third screen - new developments in the mobile content industry, WestLB Equity Research, Oct. 
2005.

Mobile content could be the next big thing here, Business Times Singapore, Nov. 7, 2005.

Mobile content and entertainment in western Europe 2005–2012, Berg Insight AB, Sep. 2005.

Vectis Report: Mobile Music Best Practices -- The Untold Story, Wireless Watch Japan, Aug. 4, 2005.
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The Discussants
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• Co-Founder and Vice President, Strategic Partners, SavaJe

Matt Catino co-founded SavaJe Technologies in 1999. 

Prior to founding SavaJe, Matt spent three years as Senior Product Manager for the Inferno operating 
system at Lucent Technologies where he investigated, evaluated, and obtained complementary 
technologies to improve the market viability of the Inferno Operating System. 

Matt holds a B.S. in Nuclear Engineering from the University of Massachusetts, Lowell, and an MBA 
from the Yale School of Management.
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Andrei Hagiu
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• Assistant Professor, Harvard Business School

Andrei Hagiu is an expert in the area of software platforms, two-sided strategies and the adoption of 
both in the Japanese and Chinese markets. He is deeply knowledgeable about the mobile phone 
industry in Asia, generally, and mobile payment technologies, specifically. He is a research fellow at the 
Research Institute of Economy Trade and Industry, an economic think-tank affiliated with the Japanese 
Ministry of Economy Trade and Industry, Tokyo, Japan. He is a Professor in the Strategy group at 
Harvard Business School. 

Andrei’s research focuses heavily on two-sided markets. Most recently he has built a theoretical model 
for studying pricing structures and the organization of two-sided platforms. He is currently applying the 
insights drawn from this formal work to the analysis of market structure and business strategies in a 
variety of industries: personal computers, videogames, consumer electronics (mobile phones, PDAs), 
shopping malls, digital content, etc. He is also involved in competition and industrial policy research 
projects in Japan and in the United States.

Andrei graduated from the Ecole Polytechnique and the Ecole Nationale de la Statistique et 
Adminstration Economique in France with an M.S. in Economics and Statistics. He holds a Ph.D. in 
economics from Princeton University. 
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Dick Schmalensee’s work in the payment card industry spans more than two decades. He is the co-author 
of Paying with Plastic: The Digital Revolution in Paying and Borrowing. His industry research and 
consulting expertise includes the design and structure of payment systems and their underlying 
business models, including strategic pricing strategies. 

Dick, along with MPD’s co-Founder, David Evans, has helped develop a new area of research in the field 
of economics known as two-sided strategies. These strategies help complex platform-based 
ecosystems design business models and pricing strategies that engage multiple customer groups. The 
application of these strategies can be seen in industries ranging from payment cards, software 
platforms, video games, internet businesses and mobile telephony to auctions, exchanges and 
advertising-supported media. Two-sided strategies are the subject of a Harvard Business School Press 
book that will be published in the Winter of 2007 and which will feature David and Dick as co-authors.

Dick’s economic areas of expertise are centered on industrial organization and its application to 
managerial and public policy issues. He has contributed to various publications including American 
Economic Review, Foreign Affairs and Bell Journal of Economics and has authored several books. He 
is a Member of the International Academy of Management, a Fellow of the Econometric Society and the 
American Academy of Arts and Sciences, and editor of Competition Policy International.

As a consultant to private firms and government agencies, including the Bureau of Economics of the U.S. 
Federal Trade Commission and the Antitrust Division of the U.S. Department of Justice on the 1992 
Merger Guidelines, Dick has testified in both federal and state courts, before several congressional 
committees, and before the Federal Trade Commission. 

Dick has been the Dean of the MIT Sloan School since 1998. Previously, he served as a Member of the 
U.S. President's Council of Economic Advisers from 1989 through 1991, where he had primary 
responsibility for domestic and regulatory policy, including environmental and telecommunications 
policy, and for U.S. assistance to Central and Eastern Europe.

Dick received an S.B. in economics, politics, and science from MIT in 1965 and a doctorate in economics 
from MIT in 1970. 
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Our Core Competencies

About MPD

MPD helps to 
eliminate the 
uncertainty 
associated with 
new strategies 
and business 
models. We 
combine 
quantitative 
methods with 
qualitative 
experience to 
maximize the 
value of the 
platform and 
the profits of 
the business.

MPD principals know and understand the 
payment industry. Our experts have spent 
more than twenty-five years researching the 
industry’s most pressing business matters and 
helping some of the industry’s major players 
successfully navigate its complexity. 

MPD teams have helped emerging and 
traditional players around the world rethink 
their strategies in light of four change-drivers 
that are forcing new products, strategies and 
market focus: changes to industry structure, 
changes in industry economics, changes in 
use of payment cards, and changes brought 
by new technologies and market entrants. 

Software Platforms

MPD teams have worked with some of the 
world’s leading global software platforms. We 
have advised them on a wide range of issues 
including pricing and product design to 
strategic positioning and competitive 
strategies.

Our work in the software platform ecosystem 
has also provided us with an appreciation of 
the value and role of emerging players. We 
are, therefore, well-suited to evaluate and 
devise strategies that address the threats and 
opportunities posed to the industry by non-
traditional entrants.

Payment Platforms

Survey design and 
administration

Product lifecycle 
management

Gen X/Y payment and 
technology preferences

Penetration and entry 
pricing strategies

Global expansion/ 
entry strategies

Pricing and preference 
analysis for new 
product entry and 
positioning 

Bundling strategiesProduct roadmappingBundling strategies“White space” planning

Analysis of consumer 
panel data 

Consumer choice/cost 
analysis

Customer behavior 
analysis/adoption 
strategies

Multi-sided pricing 
models

Business model design 

Strategic and 
competitive positioning

Entry and Growth 
Strategies

Platform pricing 
strategies and 
structure 

Pricing

Customer and channel 
development 

Customer Segmentation

Conditional logit and 
other econometric 
demand studies

Product offering 
architecture

Demand StudiesProduct Development

arket Platform Dynamics (MPD) is a management 
consulting firm that designs smart strategies for 
platform-based businesses. MPD’s team of 
economists, business strategists, marketing and 

product development experts use their quantitative expertise, 
business savvy and strategic sensibilities to help companies
effectively unleash profits, create value,
and stimulate innovation. 

Our work over the years has shown us
that many industries share complex
business dynamics. Evolving industries
such as smart mobile phones, digital
media, emerging payments, internet
business, and even traditional indus-
tries such as publishing, bricks and
mortar retail and auctions must mob-
ilize two or more distinct customer
groups around a common platform in
order to create value and drive profits. 

With teams in the United States, Europe,
and Asia, MPD has helped traditional
and emerging players in all parts of the
world more thoughtfully evaluate market
opportunities in their country of origin as
well as those to expand and leverage
their products and services in other est-
ablished and emerging markets.

M Our Core Industries



Related Materials





Recommended Readings



34

© 2006 Market Platform Dynamics • One Main Street • Third Floor • Cambridge, MA 02142 • t: +1 617.374.1337 • f: +1 617.374.1339 • e: contactus@marketplatforms.com 

Recommended Readings 

• IFPI Digital music report

IFPI, London, U.K., 2006. 
http://www.ifpi.org/site-content/library/digital-music-report-2006.pdf

• Innovations, incentives, and regulation: Forces shaping the payments 
environment

Sujit Chakravort and Carrie Jankowski, Chicago Fed Letter, No. 218a, The Federal Reserve 
Bank of Chicago, September 2005.
http://www.chicagofed.org/publications/fedletter/cflseptember2005_218a.pdf

• Risky Business: Managing Electronic Payments in the 21st Century

Marilyn Bochicchio and Stanley Sienkiewicz, Electronic Funds Transfer Association and The 
Federal Reserve Bank of Philadelphia, Jun. 2005.
http://www.philadelphiafed.org/pcc/confsummary_riskybusiness.pdf

• Mobile Entertainment Industry and Culture

Pasi Kymalainen (editor), A European Commission Information Society project, Helsinki 
University of Technology, Apr. 2004. 
http://www.mgain.org/mgain-wp8-D823_book-delivered.pdf

• Why Invest in Payment Innovations?

Sujit Chakravorti and Emery Kobor, Emerging Payments Occasional Papers Series, Federal 
Reserve Bank of Chicago, June 2003. 
http://www.chicagofed.org/publications/publicpolicystudies/emergingpayments/pdf/eps-2003-
1B.pdf

• Mobile Payment Forum White Paper: Enabling Secure, Interoperable, and User-
Friendly Mobile Payments

Mobile Payment Forum, White Paper, Dec. 2002.
http://www.mobilepaymentforum.org/pdfs/mpf_whitepaper.pdf

• Competitive Strategy for Media Companies in the Mobile Internet

Schmalenbach Business Review, Vol. 54, Oct. 2002.
http://papers.ssrn.com/sol3/papers.cfm?abstract_id=349433
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Market Platform Dynamics

Market Platform Dynamics (MPD) is a management consulting firm that designs smart strategies for 
platform-based businesses. MPD is led by Founder David S. Evans and Chairman Richard Schmalensee, 
co-authors of Paying with Plastic (2nd ed., MIT Press, 2005). The MPD team of economists, business 
strategists, and marketing and product development experts use their quantitative expertise, methods, 
and tools to help companies effectively unleash profits, create value, and stimulate innovation. 

MPD's payment industry experience includes work with both traditional and emerging players. Core 
competencies include entry and growth strategies, demand studies, customer segmentation/analysis, and 
pricing and product design. In addition, the firm has pioneered the concept of two-sided strategies—those 
strategies that help complex platform-based ecosystems design business models and pricing strategies 
that engage multiple customer groups.

www.marketplatforms.com


