» nohody else would be able to nawch the
combination of NTT, the fixed-line incam-
bent. and ity dominant mobile arm, NTT
DoCoMo. But the rules are being relaxsd.
Now that Softhank, an aggressive broad:
band provider, has acquired Vodafone's
Japanese mobile unit, it too will be ableto
offer fixed-mohile convergence.

Giveme tonvergence; but not yet

Trt short, the fact that fixed-mobile conver
genceisatlastiechrically feasibla does not
guamantee its rapid adoption. There does
not seem to be all that much in it for con-
sumers. It will probably happen eventu:
ally, so that the handset in your pocket
merrily roams on to whatever network al-
lows ‘you o makeé the cheapest calls,
whether In the home, the office, ourdoors
orattheairport And nperstors are glready
behaving as though it is inevitable: & sus-
vey by [nforma found that nearly two-
thirds of those who were [n'a position 10
provide gssc had hegun to do so.

But widsspread adoption of smc will
take time, says Mr Metry, because it re-
qguires wechnologies and busness models
to be brought into & mew alignment. Tn:
deed. it requires financial engineering a§

well a5 the technologival kind: bperators

around the world will need 1o reabsarb
their separate mobile unitsin order fo inte
grate them with their fixed-line vpera
tions. (France Telecom and Telecom lalia
have both done so already, thongh Telé-
corn [talia now plansto reverse the process
for hnancial reasons of its ownl) That
would mean, in particular, #7T absothing
DoCoMo, and Verizon buying out Voda
Tone's 45% stake i Verizon Wireless,
Furthermore; nples Mr Thelander, so
far the only mohile handsets with Wi-F
support are high-end models. Untl Wi-Fi

support is avallable in cheap, mamnstieam’

handsers, s appeal will be lmited. In-

forma predicts that even in five years' time-

only 5% of handsets sold will support Wi-
Fi. Sormc users are likely to:account fora
uny proporion of telephone subscribers
and revenues for the foreseeable, future.
“FMc s share of total communications reve
enues will be small for several years, buy
thisis just thesiant," says Mr Merry. He pré-
ditts a total of sam M subscribers by
2011, accounting foe 3% of mobilesubseribs
erg by thal lume.

But the prospects for ¥me eould im-
prove dramatically onee aew “lemtocell”
lechnology arrives, probably lawe in 2007,
This involvesusingan extremely small hut
fully fledged mablle baséstation rather
than Wi-Ei: in the homa ar office. Ty still

plugs into a broadband connection to

route calls, bur can he used with existing
mohile handsets, which pets und the
need for expensive dual-mode handsets,

Softhank in Japan is particularly keen on

this, as are .Incurnbent opemtors in France,
Garmany and Haly. The problem is that
femtocells are far moré @xpensive than
WiFi base-stations, 50 everyone is waiting
for 1be price 1o fall below €100, says Ru-
pert Baines of picoChip, a chipmaker that
hopes to sell its femtocell chips o estab-
lished equipment-makers That will prob-
ably not happen until 2008. but some op-
erators may well launch femtocell-based

‘FMG services in late 2007 In order 1o steal g

marchop thei

Another factor that will influence the
adoption of emc will be the attitude of.
mabile aperavors that lack fixed-line nét-
warks, such as Vodafone: For the time be-

ing, such operators are responding by
launching “homerzone” products thataoffer
censitmers mostof the benefits of Fyc for
much less hassle: Such schemesallow sub-
scribers to nominate a particular |ocation

‘ie, a particular metwork cell) as thew

hiome, Withiny thai cell, their ourgomg calls
are charged at a lower rate. This helps mo-
bile operators lure voice waffic away from
fixed-liné operators, & pracess known as
“fixed-mobile substimution™. What mabile
operators are now doing, says Mr Merry, is
sticking with fixed-mobile substitation for
as long as possible, to steal as much raffic
from Gxed operatars a5 possible, hefore
launching their own ¥MC approach.

One way of achieying that would beto
buy an Interner-servica: provider that al-
ready sells broadhand access. Vodafone,
for example, has recently taken contral of
Arcar, @ German broadband provider, and
established fixed-line broadband partper-
ships with 8T in Britain and Fastweb in k-
aly to-engble It o experiment with eMG in
both countries in case the Jdea wkes off,
Similarly, O,,ap operatorwith mohilenet-
works in several European countries that
was acquired last year by Telefonica of
Spam, recently bought o small Brilish
broadband company called Bein order to
gain access to Britain’s fixed-line market,
Mabile operators could then use: fixed
broadhand pipes to deliver content (such
as music macks) to motile phones, Down-
loading music over wireless networks is
stllla painfully slow business, even with
3G mobile networks, Butconsomers might
download more music, fingtones and
gamesonto their mobile handsersif il was
guickerand cheaperat home:

Lét's get down 1o business _
For the time being, though, rmc's bnghy:
st prospects are in Lhe corporate market,
where it can help to cut costs: Compartd
with the consumer mmarket the numbers
aresmall (seechan 51, buraach cusiomer is
much more valuable. “We really see it k-
ing off in the enterprise @nvironment,”
says Mr Mésry. lnforma forecasts that by
2011 business userswill account Tora mere
10-45% of ¥Mo subscriptions but usmuch
A5 20727% 0f FME revenues,

Tor fixedline operators, FMC Is some:
thing of a Wfeaft With (he fadiional
voice:business in decline. it enables them
to hold on to their customersas they try o
minimise their 10sses from voice-data can-
vergence. Fortumately anotherform of con
vergence-bietween felecoms dnd televi
sian—offers thém the: prospect of a new
markey andnewrevenues, M



