¥ largest telecoms firm, dedlined by 8%. Its
losses weze greatest in the New York met-
ropolitan area, where it faces the most
competition from cable operators offering
voice services, says Stephan Beckert of
TeleGeography, a market-research firm.
As cable operators offer customers the
“triple play” of voice, broadband and tele-
vision, telecoms cperators have concluded
that their best defence is to espond in kind
andalso to throw in witeless. which many
cable operators ase not yel able to oifer,
Customers wha sign up for a bundle of
vervices and its associated discount can-
‘notdefect to atival provider of any one of
the services without losing the discount.
“We make the product more sticky—cus-
tomers don't seem to leave,” says Mr Whi-
tacre, Similarly, cable op ; are using
bundles 1o protect their core business,
which is aot voice but television, as it, too,
‘comes under attack from satellite-1v pro-
viders and now teletoms operators,
Another benefil of bundling every-
thing topether isthat it reduces advertising;
customer-acquisition and other marketing

costs, hecause all the services can be ad-
vertised together under a single brand
That is why France Telecom recently re-
branded its Wanadoo broadband division
and Equani corporaté-networks division
ta align them with Orange; its [ar stronger
mobile-phone brand. This will allow the
company to sell bundles of services o
both consumers and businesses under a
single bramd. “fi cost a lof to support all
those brands, so it's very ational to choose
the most popular brand in the collectionto
suppost all our products,” says Mr Lom-
bard. Similarly; doing away with the old
sec, BellSouth and Cingular brands in fa-
vour of the much stronger T8t brand is
“5 huge opportuniry forus", says MrHam.

Shadesof 3G?

Convergence and bundling, in shorr, are
two sides of the same coin. The conver-
gence of multiplé npetworks makés bun-
dles of services cheaper to: pmwde- and
the business logic of bundling makes the
cost of building new. coniverged networks
easier to'justify, But anyone familiar with

the telecoms industry may be experienc:
inga senseofdéq&m'[hs;sthesamefn
dustry thatspenttens of billions of dollars
building new fibre-optic networks in the
late 1990s, in anticipation of a surgein traf-
fic thal never materialised. The result was
aspectacular crash.

Meanwhile, European operators paid
around €100 billlon for licences w build
new high-speed "lhmd-gem!mﬁnn" (‘_lG)
niokile networks. They hoped that asreve
nue from voice calls levelled off, the new
networks would open up a lucrative new
data-services market. But take-up of data
services fell far short of expectations, and
36G's real value proved to be much less ex-
citing: an ability 10 cnt opermting costs and
provide lots of cheap voice capacity: This
caused huge write-downs in the value of
the licences. Beth of these episodes are
now regarded as embarrassing collective-
hallucinations over which the industry
prefers to draw & veil. But might the same
thing happen again with convergence?

“What problem is eonvergence solv:
ing?" asks Andrew Odlyzko, an expertin »




