Volume 1, Number 2, August 2002

\UGR Presents:

_andliot

In-depth coverage of the wireless entertainment business

Current Content Strategies in Japan

by Michael Thuresson

Japan’s world-leading wireless data
market has outgrown the original
carrier-controlled content model
and is slowly progressing toward
the open Internet model. While
Japanese carriers have happily
watched more data packets zip
across their networks as a result,
the official developer community
that relies on user subscription rev-
enue has been faced with the emer-
gence of free sites outside the car-
rier menus. In the case of NTT
DoCoMo, well over 50,000 free
unofficial sites have invaded
the territory of official content
providers.The content strategies of
all three Japanese carriers have
undoubtedly been influenced by
the rapid growth of free content,
offering Western market watchers
a possible glimpse into their
wireless future.

As of June 19,2002, more than 42%
of DoCoMo’s 33 million-plus
i-mode subscribers were using Java-
enabled i-appli phones, according
to a report by Indosuez WI Carr, an
Asia-focused equity firm.The i-appli
users dominate content usage -
averaging 3,500 yen per month in
data ARPU, more than three times
that of 2G handset users. Unofficial
data has been a huge driver of this
revenue, so much so that carrier
KDDI, Japan’s third-largest wireless
ISP with 10.5 million Web users, has
introduced billing services for
unofficial content on its EZWeb
data service. “KDDI’s impact may
not be as great as if DoCoMo did
the same thing, but it should moti-
vate people to localize their servic-
es for KDDI's platform,” says Giles
Richter, CEO of Tokyo wireless con-
sultancy Mobile Media Japan. “We

can expect the other operators to
eventually fall in line.” Roughly one-
third (3.56 million) of J-Phone’s
J-Sky Web service users are on Java
phones, and the company has
implemented unofficial application
aggregation in response to growing
usage. With all three carriers cur-
rently pulling away from their orig-
inal content strategies, it’s worth
examining how they reached this
critical juncture.

The original “walled garden” con-
tent strategy was applied to create
a simple, user-friendly experience
that allowed users to grow accus-
tomed to more complex phones
and data functions. While users
could always access i-appli sites
outside of carriers’ menus, the lack
of billing support for unofficial

Continued on page 12 w-

Hollywood Sees Money in Mobile

by Michael Stroud

Say “ancillary revenue” and watch a Hollywood execu-
tive smile. That’s the term for finding multiple revenue
streams for an entertainment property outside its pri-
mary market - a classic example is a box office smash
that generates cash from TV, videos and DVDs, con-
sumer product licenses, computer games, and console
titles.

Now, add wireless to that mix. The major studios and
music labels are all busily trying to generate revenue by
re-purposing their top movie, television and music
properties for ring tones, voicemail greetings, icons,
games and other wireless applications that carriers use
to drive consumer traffic on their networks.

So far, efforts have been largely focused in Asia and
Europe. But with major American carriers rolling out
advanced wireless services, faster networks and new
Java and BREW-enabled phones this year, Hollywood
executives are quickly ramping up in the U.S.

Betting that the wireless entertainment market will
take off, Disney, Sony and Universal have all established
in-house distribution teams that deal directly with car-
riers to deploy studio content. Viacom and Fox are
largely pursuing licensing deals.

“I don’t think anyone believes it will change the bot-
tom line of the studio” said Rio Caraeff, vice president

Continued on page 8 w
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Creative Destruction
in Telecom

“The Telecoms Bust is some 10
times bigger that the better-
known dotcom crash...it may qual-
ify as the largest bubble in history”
So begins the Economist’s version
of the telecom industry’s melt-
down. Having lost more than $2
trillion in market value over the
past year, and having run up more
than $1 trillion in debt paying for
spectrum, networks, and M&A,
telecom firms everywhere are in a
difficult state.

This is the “destruction” phase of
capitalism. Companies (and CEOs)
born from irrational exuberance
are disappearing (Global Crossing,
360 Networks, WorldCom, and
soon maybe Genuity, Qwest,
Lucent). Criminal investigations
are underway. More than 500,000
U.S. telecom workers have been
laid off since 2001. It’s gotten so
bad that analysts are even down-
grading stocks.

In the short term, though, the fail-
ure of weak companies won’t save
the industry - it could actually
cause more failures. Network
capacity doesn’t go away. World-
Com’s networks will be bought
out of bankruptcy and operated
by a firm that has a much smaller
debt burden than WorldCom did.
The new firm’s advantage could
give it significant pricing power,
and force industry margins down
further.

In the longer term, after balance
sheets and executive suites are
cleaned up, demand for band-
width must come back in line
with supply. As Henry Elkington
of Boston Consulting Group said,
“The (telecom) challenge is to
move from a single-product
utility to selling 100 different
applications.”
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Mobile entertainment, from MMS
to mobile MMOGs, will certainly
be among those 100.

Nokia, Samsung,
Sprint PCS, Ericsson
Earnings Roll In

In July Nokia and Samsung both
announced growth and earnings,
in line with or exceeding expecta-
tions. Nokia posted pretax profit
of $1.3B this quarter, up from
$1.18B one year ago. Samsung
announced record second-quarter
net profits and increased its fore-
cast for full-year handset sales to
41 million units from 37 million.

The problems came with both
companies’ forecasts. In forecast-
ing next quarter’s results, Nokia
dropped the floor on its guidance
estimates. Its 2002 total earnings
went from $0.83 per share to
“$0.80 to $.84” cents per share.
The company has also revised
downwards its estimates of total
industry handset sales to 400 mil-
lion from 420 million. Nokia
shares bounced lower following
the announcement, opening the
next morning at $12.90.

Even though Samsung’s quarterly
profit was double this quarter
2001, and it claimed to be “quite
confident that we will continue to
deliver good results due to compa-
ny specific factors, such as superi-
or technology, cost advantage and
product diversity” it wasn’t
enough. Its shares closed down
4.3%, which, according to the
Financial Times,“reflects investors’
mild disappointment at the slow-
ing growth and concern that prof-
its could fall in the third quarter”

Sprint PCS, announced a 32% rev-
enue increase but posted a $0.17
per share loss instead of an
expected $0.07 per share loss. Its
costs to acquire each new cus-
tomer rose to $350 from $300 one

year ago. However, Sprint had
been falling rapidly before the
announcement, so the news that it
had made its (lowered) subscriber
growth target and had increased
revenue per customer metrics
gave the stock a lift. It closed on
July 18th at $5.50.

On July 16th, THQ announced
earnings in line with expectations
and raised guidance for the year
by 2 cents, but it could not crack
the investor code.After shares rose
on DATE, they dropped to 15-
month lows the following day,
with analysts blaming some con-
cern about receivables collections
and valuations of videogame
stocks in general.

Wedbush Morgan Securities ana-
lyst Michael Pachter said, “I think
that the investment community is
starting to look at this whole
group as consumer product com-
panies and not as tech companies.
When they get to $20, which is 15
times earnings, they’re ridiculous-
ly cheap.”THQ closed on July 18th
at $21.85.

Ericsson, although saying that it’s
able to raise an additional round of
financing, was getting pummeled
in early trading. Shares on July
19th were down 21% from the
previous evening’s close.Although
the company lowered its esti-
mates of global handset sales from
400 million units to 390 million
units and said that the SonyErics-
son joint venture would lose
money this year, the real problem
seemed to be its financing.

In a research note, Nomura analyst
Richard Windsor said, “Ericsson is
a long way from being an invest-
ment that should be held by insti-
tutions as its markets, finances and
management are in disarray” B



Technology Explained

The Last Two Feet - Getting the Game on the Phone

by Cashman Andrus

Okay, the world outside of Japan is
finally seeing what happens when
J2ME hits the mass market. The
games are looking good, the carri-
ers and portals are ready to
charge, and the phones are com-
ing to the shelves. But how do Joe
and Jane Gamer get the fun onto
their phones? What are the
options and the implications for
delivering games to the mobile
gamer? And which delivery tech-
nology has the best chance of
becoming the standard?

There are basically three ways to
get Java apps onto your handset:

1. Hook up the phone to a PC
2.Download over-the-air using WAP

3.Download over-the-air using a
proprietary system

Hook Up the Phone
to a PC

The first option, familiar to anyone
who’s loaded software onto a
PDA, is to hook up the phone to a
personal computer. (That doesn’t
necessarily mean a Windows PC,
although Mac and Linux support
is so rare among phone manufac-
turers, it might as well.) This is a
two-step operation.

First, users download the Java
application, using their favorite
browser, to the PC. Potentially,
they could get the application
from a CD-ROM or a floppy, but
the Web allows the app be con-
stantly updated and tracked, so
disk installation is rare for com-
mercial J2ME applications. CD-
ROMs make sense if the game is
hundreds of megabytes, but it
should be quite some time before
the mobile space has to contend
with that.

Second, users hook up their
phone to the PC using whatever
connection is available. A serial or
USB cable is probably the most
reliable, but Infrared and Blue-
tooth obviate the need for the

additional connector cable. The
phone manufacturer needs to pro-
vide software to handle the con-
nection and initiate the download
to the phone.

This need not be a difficult
process for a user. Palm proved
years ago that synchronization and
even software installation could
be a nearly foolproof process. Hav-
ing just installed software on
WGR’s new 9290 (thanks, Nokia!)
it’s clear to me that Palm’s lessons
have not spread throughout the
mobile phone world. It took more
than 25 minutes and much hoop-
jumping to install a 5-meg ap-
plication. Cable installation also
requires that a user has a PC avail-
able and knows how to use it.
It’s not very con-
ducive to the on-the-
go impulse buy that
many publishers are
hoping for.

Most important, it’s
inherently difficult to

between the phone and a server
in the network. That way, there’s
no need for a cable or PC soft-
ware, and apps can be bought and
downloaded anywhere.

The process is very much like
downloading software on your
PC,but it all takes place within the
phone.After the app is paid for, the
user receives an SMS with a WAP
URL (or, potentially, navigates to
the proper WAP page by hand)
and clicks to download the app
into the handset’s memory. The
handset firmware handles storage
of the new app and makes it avail-
able from the correct phone
menu, but it provides no way to
copy the app to another phone or
anywhere else.

Top 5 Nokia 9290 Downloads

he pi ¢ John Cody’s Alerts you when a
Pfevl?“ttF ¢ P‘(fi‘jlcty _g SATALERT satellite is overhead
applications distrib- o -
uted through the PC. Solitaire De!uxe Deluxe $ollta|re
If I can copy the V-Rally Racing Car racing on the 9290

game from my PC to
my phone, what’s to
stop me from copy-
ing it from my PC
to all my friends’
phones, too? While
it may be possible
to use a manufacturer key to mon-
itor installations, and the net-
worked aspect of phones certainly
makes behind-the-scenes queries
to authentication servers imagina-
ble, neither method is foolproof.
Warez-makers are notoriously
clever at defeating copy-protec-
tion schemes.

Download Over-the-Air
Using WAP

The obvious solution to the com-
plexities of phone-to-PC syncing is
to download over-the-air (OTA),
with a wireless data connection

EpocBaby for Epoc

XTNDConnect Server FREE Trial Version

The only business
oriented app here

Dancing Baby is back!

Source: Handango

Essentially, the handset manufac-
turers have added a feature that
works like your desktop browser’s
“Save Target As” command. The
phone recognizes Java midlets
(using the MIME type reported in
the WAP headers) and knows to
handle them specially: it saves
them to flash memory and adds
their names to list of applications
the user can run.There is no built-
in copy protection on the WAP
URL, but it’s not too hard for who-
ever is selling the download to
add security. For example, they
can make the download URL

Continued on page 6 w
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Keeping Score

L

e Jeu

by Dan Scherlis

The successful wireless games -
the ones that make money - will
likely be those that focus on the
strengths of the new medium.
Mobile phones have one tremen-
dous advantage for gameplay: they
are connected devices. If we want
to focus on the connectivity, to cre-
ate online mobile games, we
should look to today’s online PC
games for lessons. Those “massively
multiplayer games,” or “online
worlds,” offer insights that can
translate directly to mobile games.

Like mobile games, massively multi-
player games are a new medium.
They do not even have an accepted
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name: Massively Multiplayer Online
Games (MMP or MMOG), Online
Worlds, Persistent Worlds, or the
exquisitely clumsy Massively Multi-
player Online Role-Playing Game
(MMORGP, or something). Like
mobile games, which are a product
of both telecommunications and
PC/video-games, MMOGs are a con-
vergence medium, blending PC
games with an Internet fad known
as MUD. The MUD is the favored
parent, and it is worth examining.

MUDs are essentially text-chat sys-
tems, with no graphics, but with
added object-oriented databases

n www.wirelessgamingreview.com
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and rules. I can type “Hello, Matt, I
owe you a drink” in any chat room.
But in a MUD, I
might type “Tell
Matt Hello. Give
drink to Matt,” and
Matt would see
the message “Dan
tells you ‘Hello’
...Dan gives you
a drink” That’s a

MUD. If Matt
drinks his gift, he
would become

powerful, or tiny,
or drunk, depend-
ing on the MUD.
The first MUDs were in the Dun-
geons & Dragons role-playing tradi-
tion, with swords, spells and quests.
Thus, the name “Multi-User Dun-
geon” (MUD) is now applied
regardless of the actual setting.

These MUDs were incredibly addic-
tive and ruined many a promising
college career in the 1990s. Some
of these recovering Mudders
looked at the PC game industry and
built graphical interfaces to their
online worlds. Turbine Entertain-
ment was founded to create “3D-
MUDs” (now called “massively mul-
tiplayer games”). Hired by these
Mudders as CEO of Turbine, I pro-
duced Asheron’s Call for Microsoft,
and became fascinated by the
phenomenon.

As a businessman, I remain fascinat-
ed by the revenue model. MMOGs
are sold in retail packages, if only
because game-magazine editors
and gamers alike associate those
boxes with “A-quality” product.
After a trial month, the game’s
servers are only available to players
who subscribe, at $10 to $14
monthly.

The leading retail MMOG is Sony’s
EverQuest, with 430,000 sub-
scribers.Although most games have
a retail shelf life of 90 days, the five-
year-old EverQuest continues to
grow. Every year, Sony’s revenue
from the game exceeds the take

Every year, Sony’s
revenue from the
game exceeds
the take from a
typical million-

unit blockbuster.

from a typical million-unit block-
buster. And most players are com-
mitted, subscribing
for well over a year.
Electronic Art’s Ulti-
ma Online team
worked to reduce
play from an average
of 20 hours weekly
to a still-huge 13
hours, to save server
expense and to bal-
ance the game
toward players who
“have a life”. A typical
retail game, by com-
parison, provides 30
or 40 hours of lifetime play.
EverQuest is well known to its
addicted fans as “EverCrack.”

The play patterns - and revenue
rates - for MMOGs are unlike those
of any other game, because the
player’s experience is so different.
These games are community-based.
The player’s character grows and
evolves, and thus the player’s
investment in the game world
grows. The “character” might be a
sorcerer, an X-Wing pilot, or even a
racecar, but every successful
MMOG has the “Role-Playing
Game” attribute of graphically
representing the player’s in-game
presence.

At Turbine, I joked that our true
business was Applied Social Anthro-
pology. But it is no joke; MMOG
designers create social systems
from guilds and adventuring parties
to corporations or pirate bands -
and the best designers give players
the tools and incentives to create
their own social systems.These sys-
tems are “sticky” Friends have told
me, “I like your game better than
Ultima Online, but 1 still play Ulti-
ma because my guild won’t move.”

These games, like “adult entertain-
ment,” appeal to human instincts.
We are the result of evolutionary
selection for social interaction and
cooperation. (A recent report in
Neuron confirms a hard-wired neu-



rological reinforcement for this
cooperation.) As social primates,
we care about our relative social
rank. We create stories about rela-
tionship. While gamers play to win
most games, in MMOGs they pur-
sue the status associated with ever-
advancing character-levels for their
fictional selves. High-level charac-
ters in these games are sold on
eBay for hundreds or even thou-
sands of dollars. Some MMOG play-
ers make a decent living selling vir-
tual characters, game objects, and
even clothing. (White robes from
Asheron’s Call - with no gameplay
value - were popular because play-
ers needed them for in-game
virtual weddings.)

Clearly, the typical massively multi-
player PC-game experience cannot
be translated onto mobile devices.
Three-dimensional graphics are not
yet feasible, mobile-phone proces-
sors and memory do not support
complex game clients, and the net-
works are slow and unreliable by
Internet standards. But these are
not the essential attributes of
MMOGs, which mobile games can
indeed begin to incorporate. The
essential attributes include charac-
ter persistence and social interac-
tion. These attributes, and their
importance, are clear in two
mobile games from UK developer
nGame.

Alien Fish Exchange (‘AFX”) is a
single-player WAP game. Of the
two qualities we’re discussing, AFX
has player-persistence. Day by day
your breeding-tank of fish grows
and changes.The only social aspect
is a web-based top-score board.
While persistence does help hold
player interest, it doesn’t distin-
guish AFX. Persistence is an attrib-
ute of any retail PC game. For truly
addictive play, a character must
persist in a social context, one that
is integrated into the game.

nGame’s newer WAP game Daia-
Clash is built on two-player com-
bat. Your character advances by

attacking a series of other players,
using cyberpunk-style attacks and
defenses. The only social interac-
tion in DataClasb is your selecting
(or typing) your target’s nickname,
perhaps from the top-scores list.
That is, with every victory you are
rewarded with the knowledge that

your ladder-rank has improved at

the expense of a specific person.
This small amount of social context
makes a tremendous difference in
how long gamers play DataClash.

DataClash and AFX have similar

replay rates after one game, but Dat-
aClash players are five times more
likely to play more than 15 sessions.

For compelling social interaction -
to be aware of the other person -
you want rich expression. Mobile
games are increasingly including in-
game chat or messaging. At some
point there will be graphical char-
acter representations (“avatars”) on

Mob

your phone.And there will be more
chance encounters between play-
ers within the game, something
that only happens in MMOGs.

We are seeing tremendous progress
from mobile games right now. We
can look to better devices, and bet-
ter game design, for more richly
expressive social interaction. But
we don’t have to wait - we can cap-
ture much of the appeal of MMOGs
without cramming EverQuest or
Asberon into a mobile phone.
Games like DataClash point out
the beginnings of the path. If play-
ers can advance their virtual selves
in a persistent social world, while
having fun, then we begin to justify
the dramatic differences in player
commitment - and in revenue
model - that define MMOGs. B

Brew, J2ME, OMAP Reference Chart

BREW
Company advocate Qualcomm

Description

CDMA chips
Business model

Memory requirements 150 k bytes
Open standard No
Security Yes — Verisign

Manufacturer support Any manufacturer using

Qualcomm’s chips
Operator support
Developer support 12,000

Status
and USA

Development environment for
devices based on Qualcomm’s

Qualcomm receives share of
revenue from operators

China Unicom, Freetel (Korea)
KDDI (Japan), Verizon

Launched in S. Korea, Japan

J2ME

Sun Microsystems
Development environment
based on Java

OMAP

Texas Instruments
Development environment for
devices based on TI's OMAP
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processor chips

Sun licenses J2ME but
hopes to make its money
selling servers

< 512 k bytes
Platform-independent No
(theoretically)
Can be added

To sell TI OMAP processors

Built-in

Uses combination of hard-

ware and software

Licensees include Casio,
LG, Nokia, Motorola, Sym-
bian, Pailm, and IBM

Sprint PCS, Telefonica, plus
most non-CDMA operators
Potentially all Java
developers

Available in Asia & EU

Nokia, Fujitsu, NEC, and
Matsushita

None yet
About 75

Generally considered a next-

generation solution for
streaming audio and video

Source: Datacomm Research Company (http://www.datacommresearch.com/)
From “Winning Business Strategies for Mobile Games” report, Q3, 2002.
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expire on first use, or after a short
period of time. Most important,
because the midlets are never
removed from the phone, there is
no danger that they’ll show up on
Internet warez sites.

This process is very simple for the
user, as long as everything is set up
properly on the handset and in the
carrier for over-the-air downloads.
Unfortunately for those companies
trying to sell Java apps at present,
not all handsets or carriers are
quite there yet. For the carriers’
part, this is partially self-defense -
many operators are blocking OTA
downloads while they formulate
their own strategies for how to
market and sell downloads. So, por-
tals that want to get a head start are
making end-runs around the carri-
ers as best they can. For example,
Midlet.com offers extensive instruc-
tions for changing phone settings,
and it has even set up its own
dialup numbers so that the data
traffic avoids the carrier’s servers
completely.

Download Over-the-Air
Using a Proprietary
System

Carriers are finding that the solu-
tion to the control issues with WAP
downloads is to build proprietary
alternatives. The process for the
user is much the same - click on a
link to download an app - howev-
er, the link is not a WAP URL but
rather a menu item in a (download)
application running on the phone.
The “Download Store” application
resides in the phone’s firmware
and handles authentication and
encryption, as well as the user
interface and storage tasks. Because
the whole purchase and download
process is handled by one applica-
tion, it can be easier for customers
to use.And because this “Download
Store” can be added to the menu
structure of the phone, it’s certain-
ly easier for the user to find.

What’s especially good from the
carrier’s point of view is that this
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“Download Store” can be complete-
ly proprietary and hardwired to its
own portal, providing no way to
download from third parties and
potentially even enforcing more
elaborate payment schemes than
pay-per-download. By forcing their
handset vendors to remove WAP
download capabilities, the carriers
can create a very controlled envi-
ronment where their customers
can only download from them, pre-
venting all the upstart portals and
publishers from going direct.

Qualcomm’s BREW is a good exam-
ple of a successful proprietary OTA
system. When the user clicks the
“BREW Shop” icon on her phone,
she is taken to a menu of apps avail-
able for download. Each app is cat-
egorized (“Demo,” “Digital Arcade,”
“Productivity Tools”) and can offer
several different payment options
(“Free/trial, “$5.00/Monthly Sub-
scription,”“$3.10/10 Uses”). Buying
an app is as simple as clicking the
preferred option and waiting a few
seconds while it downloads. Once
that’s done, the user can immedi-
ately run the app or find it later by
choosing “BREW Apps” from the
phone’s menu and navigating
through a screen-full of app icons.
Once the user has used up the paid-
for time on the app, “BREW Apps”
will herd her back to the Shop
where she can buy more usage.

... Palm’s lessons
have not spread
throughout
the mobile

phone world.

While BREW has only been adopt-
ed by CDMA carriers so far, by all
accounts these rollouts have been
very successful. Korea’s KTF and
Japan’s KDDI have both reported
their BREW uptake exceeding pro-
jections and Verizon in the U.S. has

recently sped up its commercial
rollout after a blockbuster trial.
Qualcomm is now courting GSM
carriers and touting BREW’s ability
to distribute Java applications.

Within the GSM
world, as long as
most carriers stick
with OTA via WAP,
publishers and
portals have an
opening to sell
downloads directly

to consumers.

Plans and Predictions
Implementing this proprietary OTA
system is precisely the goal of Qual-
comm’s BREW, as well as Motorola’s
“Download Apps” for iDEN. Sprint
PCS in the U.S. is building its own
proprietary system, which is made
easier by its close relationship with
its handset providers. Other carri-
ers are surely contemplating adopt-
ing one of these systems or build-
ing their own.

Currently, most mid-range GSM Java
phones support WAP downloading
only (e.g., Siemens M50 and Nokia
3410), while the more expensive
models also support phone-to-PC
connections (e.g., Siemens SL45i
and Nokia 6310i). It remains to be
seen whether this will continue,
but don’t be surprised if phone-to-
PC downloading disappears com-
pletely from consumer phones as
manufacturers become more sensi-
tive to the concerns of copyright
holders (and experience more pres-
sure from carriers). Developers will
still be able to get handsets with
cable download capability, possibly
using special software and crypto-
graphic authentication.

Continued on page 9 »
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This month,I’'m moving out of the realm of freely avail-
able demos and into the brave world of new releases.
A couple of the games we’ve been playing at WGR are
so good, and are attracting so much buzz, that I thought
a brief introduction would be appreciated by all. Plus,
I want to rave about the Game Boy Advance.

Warcratft Ill by Blizzard for PCs

The third installment of the real-time strategy (RTS)
franchise, Warcraft III was one of the most anticipated
releases of this summer.As of July 22, according to EDI
sell-through data, retail reports and internal company
estimates, it is also the fastest-selling PC game ever. One
million units have been sold and more than 4.4 million
units have been shipped to retail outlets.

Look for the
pit-in-your-stomach
feeling when enemy
troops are streaming against
your outer defenses and
you know that your

town is going to burn.

What'’s the deal? In all of the Warcraft games, you con-
trol the actions of a particular race, instructing them to
construct buildings, train troops, explore the environ-
ment and do battle. As you build up your forces, you
know that somewhere out there on the map there are
other players doing the same, with the goal of taking
you out. Each player is looking for the combination of
units and timing that will give him or her the advantage
in the inevitable battle.

‘Warcraft III adds the concept of Heroes to its standard
game. Heroes are units that can level up, learn new
skills, wield magical weapons and confer bonuses on
the troops around them. By including Heroes in War-
craft III, Blizzard has multiplied the tactics that are pos-
sible in every battle. They also increase the emotional
attachment that a player can develop toward his on-
screen creatures. Because each Hero has a personality,
a distinctive appearance and unique powers, and
because, as the Hero does battle, his skills increase,
gamers get more and more attached to their Heroes as
the game progresses. Although Warcraft III games gen-
erally don’t last longer than one or two hours, there are
already sites popping up on the Web extolling the
virtues of one Hero over the rest.

How to start: First, go buy the game.The cinematic qual-
ity (on a decent computer) is almost worth the price of
admission alone. If you've never played a RTS game
before, start with the single-player campaigns, but
don’t spend more than an hour there. Then go to
Custom Game and play the computer in a head-to-head
match.

What to look for: The personalities of each of the char-
acters; the beauty of the game environment; the vast
number of options and the very specific “technology
tree” that will enable more complex buildings and
characters. Mostly, look for the pit-in-your-stomach feel-
ing when enemy troops are streaming against your
outer defenses and you know that your town is going
to burn.

What to ignore: Ignore the fact that it’s probably easier
for you to be elected President of the European Union
than for you to be the best WIII player in the world.

All-Star Baseball 2003 by Acclaim
for Game Boy Advance

First off, I just need to say that if you are seriously into
the mobile entertainment industry and haven’t yet
bought yourself a Game Boy Advance, you need to do
so immediately. I mean right now. Go to Amazon.com
and order one. Get Mario Kart Super Circuit and Castl-
evania: Mountains of the Moon. And, if you like base-
ball, get All-Star Baseball 2003.

Acclaim’s All-Star Baseball 2003
admirably treads the line separat-
ing super-deep fanatics-only stats,
players, teams and stadiums with
easy-access, personality-driven
gaming. The graphics resources
have been dedicated to the right
place (facing the pitcher). The
fielding options are many, varied
and flexible. This title is a great
example of jamming a lot into a
little package.

How to start: Batting Practice is the place to start. Hit-
ting in this game is just how it should be - hard. What’s
the point of pretending to face Pedro if he’s easy to hit?
All-Star 2003 gets the balance right.

What to look for: The ease with which both newbies and
experts can start playing. Know what you want to do?
Pick your team and start guiding it through an entire
162-game season. Never played electronic baseball
before? With a couple clicks, you can start.

What to ignore: The graphics during the fielding
process. But you’'ll be too worried about throwing to
the correct base anyway. B
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for Sony Pictures Digital Entertainment’s Wireless Ser-
vices group. “But in the long term, there’s a chance to
make some money.”

Previously a licensor, the studio has moved aggressive-
ly into the wireless publishing space since the forma-
tion of its Wireless Services division in March 2002.
New games featuring its evergreen properties “Wheel
of Fortune” and “Jeopardy” should be hitting Verizon’s
BREW network “any day now,” according to Caraeff.
Look for Java versions of “Men in Black 2” and “Stuart
Little 2” by the end of the year.

Sony Pictures Global Theatrical Promotion Group
recently completed promotional campaigns with
Cingular for “Spider-Man” and Sprint for “Men in Black.”

Forecast: US Household Technology
Adoption, 1997 To 2007
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And the company plans to shortly roll out “MMS tem-
plates” in Europe and the U.S. on phones such as the
Sony Ericsson T68i, which will allow users to cus-
tomize messages with a graphic of, say, Tommy
Lee Jones.

n www.wirelessgamingreview.com

“Without content, there’s no reason to adopt these
devices,” Caraeff said.

Vivendi Universal is taking the self-distribution con-
cept one step further via its Moviso unit. It recently
acquired the rights to one million celebrity images,
such as James Dean and Elvis Presley, from the Motion
Picture and Television Archive and will announce in
September a catalog of color cell phone screensavers
for three carriers, reported vice president of publishing
Mark Levy. Moviso also works with handset makers. In
another deal to be announced shortly, Moviso will pre-
load songs from major music acts into phones aimed at
the youth market.

Say “ancillary revenue”
and watch a Hollywood

executive smile.

And the unit is naturally distributing content for Viven-
di Universal, such as ringtones and graphics from
Sheryl Crow’s new album “Come on, Come on,” which
were available through a promotional campaign that
ended in mid-July.

Disney has perhaps the most wireless content experi-
ence among the studios, and the tightest grip on its
products. The Burbank, California-based company has
15 individual services running on DoCoMo’s iMode
service in Japan, and even offers its own wireless fan
magazine there.

In the U.S,, the studio already has relationships with all
major carriers to distribute ringtones based on six well-
known Disney music themes, including “When You
Wish Upon a Star;” as well as screensavers of Mickey
and Pooh; and news and information from ESPN and
ABC. Disney is also planning to release ring tones,
graphics and games based on its current animated
movie “Lilo & Stitch” by the end of 2002.

In the game space, it launched three games on the
Sprint PCS network late last year: “Monsters Inc.;”
“Atlantis” and “ESPN’s 2-Minute Drill” Disney may con-
tract work for games to outside developers, but it still
signs the carrier deals itself.

Disney spends more to develop wireless products in-
house. But, Shapiro notes, it can also claim a higher per-
centage of carrier revenue and position itself to be a
big player if mobile entertainment takes off.

“It’s a nascent market,” observed Larry Shapiro, execu-
tive vice president of business development and oper-
ations for Walt Disney Internet Group. “We realize it
isn’t a sustainable business yet. But we’ve done a lot of



leg work for a very low price that we hope will pay off
in the coming months”

For all of the studio publishing activity, licensing Hol-
lywood properties for the wireless space isn’t dead,
not by a long shot. Zingy CEO Fabrice Grinda claims
to have built a customer base of 1.5 million mostly
youthful cell phone users, partly by licensing music
ring tones and celebrity voice mail messages from the
likes of Eminem and Nelly. He counts labels like
Atlantic,Warner Bros., Elektra and TVT Records among
his customers.

“The labels are faced with declining revenues and are
looking for alternate sources,” Grinda said.

Pam Newton, vice president of licensing and market-
ing at Viacom Consumer Products, said she’s more
than happy to let others develop wireless applications
for her properties: “It’s best to leave this (wireless)
work to experts who are in this every day”

So far, Viacom’s Paramount Pictures has licensed 15
movie and television properties for ring tones, graph-
ics and games in the U.S. market, including the June
launch of “Top Gun” and “Rat Race” games on AT&T’s
mMode service. nGame has been the licensee of
choice for most of Viacom'’s wireless properties.

“Without content, there’s
no reason to adopt

these devices..”

All of deals are structured with an advance guarantee
and a royalty rate, Newton said.

Licensing a hot Hollywood property may be a quick
route to mobile entertainment stardom. But it can also
be a huge drain on a young game developer or con-
tent aggregator’s bottom line. Just ask the founders of
Riot Entertainment.After making worldwide headlines
in 2001 for licensing “Lord of the Rings,” “Bridget
Jones’ Diary” and “Spider-Man,” the Finnish company
declared bankruptcy in March, despite a fast-growing
turnover and customer-base.

So what’s the takeaway? If you’re a developer or a con-
tent aggregator with a hot idea for the U.S. market, you
won't find a better time than now to approach a Hol-
lywood studio with your idea. But know the company
you're dealing with. You’ll be wasting your time if you
try to sell a studio bent on developing its own distri-
bution pipeline on your tight connections with carri-
ers.And, of course, if you're a carrier that wants Holly-
wood content, you can be sure your call will
be taken. B

Mobile Entertainment Analyst

Usage of and Interest in Wireless Services
Among Subscribers Likely to Upgrade Their Handset in Coming Year
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Within the GSM world, as long as most carriers stick
with OTA via WAP, publishers and portals have an
opening to sell downloads directly to consumers.That
could turn out to be a huge business, as long as they
can work out effective and efficient ways to charge
consumers. In places like the U.S., Japan and Korea,
where some carriers have already committed to going
the proprietary route, the third-party opportunities
will be more limited. Still, considering the growing
lineup of companies that are already beginning to sell
third-party OTA downloads - Handango, Gameloft,
elkware and Midlet.com among them - you can be
sure that someone will try. B
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The View from Europe

Are the Carriers Doing Too Much?

by Jamie Conyngham

that it shows how far an operator
will go to promote a new technol-

In light of four new wireless games forecasts for the European and

global markets, it would be useful to examine the role of the Euro-

pean operator in the wireless games value chain.

European operators are often seen
as driving the wireless gaming
market, and indeed, the operators
are expecting to claim a large
chunk of wireless gaming rev-
enues. The operators are the com-
panies with the biggest marketing
spend, and they own
the mobile users at
this stage of the mar-
ket because they have
the billing relation-
ship. The operator
can act as publisher,
producer, developer,
licensor and distribu-
tor, or any combina-
tion of these roles.This can best be
seen in actual current European
operator product marketing cam-
paigns. These campaigns indicate
what we can expect the operators
to do in the next six months in
relation to J2ME, SMS and embed-
ded games.

First, let’s take a quick look at the
four new wireless gaming reports
attracting the European media’s
attention this month: Screen
Digest’s “Wireless, Interactive TV,
Online Gaming,” reports wireless
gaming in Europe to reach 1.4B
euros by 2006 (published in July
2002); Analysis Forecast Limited’s

lished June 17, 2002). These
reports suggest significant growth
from now until 2007.The wireless
gaming market is not worth much
in Europe at the moment, so the
growth will be strong and contin-
ual. For example, Screen Digest
reports that the
European  mobile
games sector is
worth  £45M  in
2002; over the next
four years it sees
this figure growing
to £1.4B or 2.2B
€uros.

It is clear that to
achieve the type of growth out-
lined in the reports above, opera-
tors will play a significant role,and
not merely the provision of the
network and the billing mecha-
nisms. While I am excited by the
new forecasts, I prefer to look at
what actually is happening in the
marketplace to deduce how
things will pan out. Here are some
examples of current operator
activity and the multiple roles that
operators are taking on.

Example 1: T-mobile -
MMS campaign

It is hard to miss the first UK MMS

ogy. We can expect the same kind
of advertising blitzkrieg for J2ME
games in Europe. In this particular
example, T-Mobile is driving net-
work services such as MMS. In my
opinion, this is what operators
should be doing.They are educat-
ing the public about what can be
done on the operator’s network.
The operator in this instance is
playing the role of evangelist of
new technology.

Example 2: O2 -
Big Brother SMS
Quiz SMS Voting

02 has been busy promoting Big
Brother SMS eviction through its
Premium SMS (PSMS) voting, quiz
game, ring tones and icons. It has
generated 6.6M PSMS messages
according to a BBC report on July
18. On some Big Brother eviction
nights, O2 gets one million SMS
messages. Their advertising sug-
gests that the operator will signifi-
cantly drive SMS products, includ-
ing SMS quiz games. O2 has a huge
Television campaign on UK’s
Channel 4, as well as constant
presence in all UK print media.
The three games are an anagram
game, a quiz and a virtual house-
mate. The games work across the
four UK networks; for example, a
user types in a text message “ANA-
GRAM,” then sends it to “86188.”

o P - campaign. All over London there

How rnany

¥irtu al it BE Anagram are posters of a baby with the tag ~ With this (.1631,.02 has 1) val}ifed
:: :::r: :::5'5 e Eﬁi:;:ngga the line “life’s better with pictures” the exclusive rights to a television
you ofnot ‘ Brother house?, m ake a BB There is a large television and program fror’n Endemol; 2.) pub-
pulling your... | | ‘A themed word : | print media campaign, too. lished the wireless games in con-

“Wireless Tones, Icons, Games to
reach 23B euros in Europe by
2007” (published July 9, 2002);
Datacomm’s “Mobile games are
the wireless Internet’s killer appli-
cation” (published July 17, 2002);
and Ovum’s “Wireless games to
reach 4.4B euros globally by
2006”(Communicasia 2002, pub-

m www.wirelessgamingreview.com

A charge of £20 per month (in
addition to your price plan) con-
nects you to the service and allots
10MB to send and receive picture
messages with your phone. This
fee also includes unlimited access
to your Picture Messaging Centre
on the Web, including the image
gallery. Now, the reason this cam-
paign is important to gaming is

junction with Channel 4; 3) either
hosted the game applications with
a third party or through its own
servers; and 4) provided the net-
work and PSMS short codes for
the games billing mechanism,
thereby collecting the revenue
and owning the billing relation-
ship with the end user. Again, like
in the Tmobile example above, the
operator is driving new technolo-



gy, cross-operator PSMS, but the
difference here is that the operator
is acting as licensee and publisher,
muscling out competition with
superior marketing spend.

Example 3: Orange -
SMS Games

Orange and Motorola have been
marketing their “Who Wants to be
a Millionaire” (WWTBAM) deal:
Motorola is acting as the publisher
and distributor; Codetoys is the
developer; Celador is the IP owner.

But this deal is interesting because
it demonstrates also that Orange is
acting as the licensor, publisher
and distributor. Orange is publish-
ing the game (by acquiring the
rights) and it is advertising the
product. However, it is probably a
third party, Codetoys, that hosts
and fulfills the game. Orange bills
the user, so Orange is the wireless
retailer.

The Orange/EA/Digital Bridges
deal meant that EA FIFA titles are
available to Orange Group cus-
tomers throughout Europe with
the UK, France, Belgium, Denmark,
the Netherlands and Switzerland
launching elements of the FIFA
games this summer. Again, these
are SMS games, like WWTBAM, as
opposed to J2ME games. In this
example, EA is the licensee, who
then sub-licenses to Orange.
Orange acts as publisher and dis-
tributor by launching the
SMS/WAP games to its 36M Orange
Group users.

Recently, Motorola announced that
it will publish retail product in

Europe, and there are suggestions
that Orange will release more SMS
games. Clearly, Orange and O2 are
driving the SMS games sector, and
we can expect them to initially
drive J2ME if this trend continues.

Conclusion

From the UK case studies of
T-mobile, O2 and Orange, it is evi-
dent that operators are willing to
play the varied wireless games
roles of publisher, distributor,
licensor and developer, depending
on the deal. The more roles the
operator plays in the value chain
the greater the percentage of rev-
enue from a particular deal the
operator will receive. The unfortu-
nate problem for the operator is
that if it plays a big role in the
game area, it will be at the expense
of small and large publishers, pro-
ducers and distributors. For exam-
ple, if the operator is getting a
large percentage, it means that
someone else is either cut out of
the value chain or is getting a
smaller percentage, or that there
are fewer companies in the value
chain for that particular deal. This

2002 FIFA WORLD CUP

), KOREAJAPAN

is the crux of the argument sup-
porting the NTTDoCoMo model
and why it has worked. NTTDoCo-
Mo plays the role of network
provider; it doesn’t involve itself in
other parts of the value chain. It is
similar to the big government vs.
small government theory. If Euro-
pean operators continue to take
the large chunk of the revenue
they currently do, then this is a dis-
incentive to developers, producers
and publishers of wireless games.
The market can not grow as fast if
operators are taking too much

Continued on page 13 »
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Siemens M50

Modes: GSM/GPRS 900/1800

Price: Free, with contract

Screen: 64 x 101 pixels, black & white
(w/ orange or blue backlight)

Apps: MIDP Java

Available: Q3 2002

The M50 brings Java to the masses with a small
stylish handset. Should be available for free with
contract in many areas, or €200 without.

Samsung SCH-X590

Modes: CDMA 1xRTT 800
Price: w500,000 (US$420)

Screen: 120 x 160 pixel, 4096 Color
STN LCD

Apps: MIDP Java

Available: Now (Korea only)

This clamshell from Samsung sports
a digital camera as well as a color
screen and Java capability. Expect to see lots of
models with this form-factor and feature set to
make it to Europe and the US starting next year.

Sendo Z100

Modes: GSM/GPRS 900/1800/1900
Price: $800?

Screen: 176 x 220 pixels, 65k colors
Apps: MS Smartphone 2002, Java MIDP
Available: Q4 2002

The Z100 will probably be the first avail-
able handset to use Microsoft’s Smart-

phone 2002 operating system. Others are
on the way as well, and will have a similar
feature set.

Nokia 7210

Modes: GSM/GPRS 900/1800/1900
Price: €400

Screen: 128 x 128 pixels, 4096 colors
Apps: Java MIDP

Available: September 2002

Nokia is bringing out their new Series 40
platform with two models: the 7210 for

consumers and the 6610 for business. This
should be their mainstream phone in a year or two.
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sites and the nascent market limit-
ed their content contributions.

“Users in Japan are becoming more
familiar with using their phones as
devices for executing applications,
but the notion is still foreign to
many,” says Richter.“Applis raise the
bar for users, who must learn addi-
tional operations to run them.
DoCoMo knew this, and therefore
launched its i-appli handsets with a
low-key content strategy. Radiant
new screens, jazzier ring tones,
and enhanced sound capabilities
accompanied the mild introduction
of Java gaming at the i-appli launch
in January 2001. “The original
i-appli handsets were the first
DoCoMo models to use Yamaha’s
16-voice MA-2 chip, and the sound
quality was a strong selling point,”
says Steve Meyers, a team manager
at Layer-8 Technologies, a music
media development company that
produces ring tones for several offi-
cial carrier content providers.

The content menu remained much
the same as 2G i-mode, with a
controlled collection of official
Java games. Only a few chosen offi-
cial content providers received
DoCoMo’s Java specifications in

advance of the service launch, a
move that frustrated unofficial
developers but made commercial
sense. I-appli handsets quickly
began replacing 2G i-mode models
(June’s net replacement clip was
34%, according to the Indosuez W1
Carr report), creating a massive
shift in the content industry: there
was now access to a huge
untapped audience for Java-applis.
Once i-appli phones became the
automatic upgrades from original
i-mode and DoCoMo released its
Java specs, the carrier focused on
growing data traffic, the other carri-
ers followed with similar content
strategies, and the course toward
the open content model was set.

In response to increased consumer
comfort with the new data func-
tions of Java phones, and seeing the
chance for increased data revenue,
all three Japanese carriers began to
open their walled gardens to a
wider variety of content. “As the
Java standards for the three carriers
have become more widely known
and more liberal, there have been
more and more independent pro-
grammers trying their hand at cre-
ating an appli and then posting
it on aggregator sites like Giga
Appli,” says Daniel Scuka, managing
editor of Wireless Watch Japan, a

Upcoming Mobile Entertainment Events:

weekly email and streaming video
newsletter.

“We don’t allow unofficial Java
downloads. However, we have a
new service where a couple of
companies will vet unofficial, free
applets for us, and if they meet cer-
tain criteria then they will put
them on their servers for people to
download,” says a J-Phone source.

Mindful of preserving a quality
image while reaping the revenues
of a more open strategy, DoCoMo
has also taken the approach of sup-
porting some of its aggregators of
unofficial content while remaining
unofficially involved with outside
content selection. GigaFlops, a
major unofficial content aggregator
and operator of the Giga Appli por-
tal, is actually 15% owned by
DoCoMo’s largest official content
provider, Cybird. “These unofficial
content aggregators list develop-
ers’ free games for a fee, while the
carriers have their own search
engines, which act more like direc-
tories of their official games,”
explains David Collier, a Tokyo-
based wireless application develop-
er and co-founder of Gamelet, an
online game company.

Collier has noticed growing com-
plexity in the official contents
menu of i-appli handsets. “The
menu structure has remained basi-

cally the same, except for things

2ELD =3 HEES HED D like more subfolders for each game
27-29 Aug. GDC Europe London, UK http://www.gdc-europe.com/ category, which has the effect of
26-28 Aug. Sprint Developer conference Las Vegas, NV http://devcon.sprintpcs.com/index.cfm reducing the number of users who
29-31 Aug. ECTS London, UK http://www.ects.com/ play each game,” he says.

18-19 Sept. IBC’s MMS conference 2002 Lisbon, Portugal http://www.ibctelecoms.com/cr1619

20-22 Sept.  Tokyo Game Show Makuhari Messe, Japan http://tgs.cesa.or.jp/english/index.html A key concern for the official devel-
2-3 Oct. First's Mobile Games Conference  London UK http://www.firstconf.com opers listed on these menus is the
3-4 Oct. IBC Global 3G/UMTS Conference  Paris, France http://www.umts-mi.com/ effect the growing unofficial uni-
16 Oct. Mobile Entertainment Summit Las Vegas, NV http://www.mobiletechforum.com/ verse is having on the established
17-18 Oct. CTIA Wireless Internet Las Vegas, NV http://www.wirelessit.com/ subscription model. According to
21-23 Oct. Mobile Games 2002 Barcelona Spain http://www.ef-telecoms.co.uk/ Nobuo Kawakami of Dwango, how-

ever, the outlook for professional
game developers in Japan is good,

30 Oct - 1 Nov. NIME (Nordic gaming conference)  Stockholm, Sweden http://www.nime.se/

2003 no matter how much free content
9-12 Jan. CES Las Vegas, NV http://www.cesweb.org/ is available.

18-21 Feb. 3GSM World Congress Cannes, France http://www.3gsmworldcongress.com/

4-8 Mar. GDC San Jose, CA http://www.gdconf.com/ “Gaming is the fastest growing area
6-8 Mar. Independent Games Festival San Jose, CA http://www.igf.com/ in mobile contents market in Japan.
12-19 Mar. CeBit Hannover, Germany http://www.cebit.de/ I don’t think free games will cause
17-19 Mar. CTIA New Orleans, LA http://www.ctiashow.com/ serious damage to the current

mobile game market here. Games

E www.wirelessgamingreview.com



are inexpensive, so consumers
don’t have a lot of resistance to try-
ing them out. Many successful
mobile games are simple transla-
tions from a console game, so peo-
ple are familiar with the title. In any
case, mobile games are going to
require more development resources
to distinguish one company’s from
another. And games are still very
profitable here. So all the big play-
ers, including Dwango, will keep
increasing the number of team-
members on each game project.”

While the subscription-based plan
still dominates the menu lineup,
some official providers have aban-
doned subscriptions and embraced
wireless as a marketing tool. “On
some official sites, games are given
away for free, or in exchange for
entering a contest or taking a sur-
vey,” says Daniel Scuka. “This has a
definite marketing value-add for
the site or game sponsor” Scuka
believes that the major gaming
companies that focus on the con-
sole, arcade, or PC platforms now
regard mobile as more of a market-
ing channel for their core businesses.

The wireless content business in
Japan still mostly moves with
DoCoMo. Its competitors have
moved more quickly to officially
open their content offerings to
unofficial sites, providing their
users with a wider variety of enter-
tainment while increasing their
data revenues. This places mount-
ing pressure on DoCoMo to do the
same.The company’s evolving poli-
cy is a critical issue for developers
and users alike.

To European and American eyes,
the path of Japan’s wireless carriers
is alarmingly similar to the content
strategies AOL and other large ISPs
employed in the early 1990s. The
unfolding results of this process
will continue to be felt by carriers,
customers and content providers
all over Japan.And if that country’s
mobile entertainment model con-
tinues to be a beta test for the rest
of the world, the opening of Japan’s
walled gardens could provide a
glimpse into our future as well. B

Top 10 Game Demo Downloads

Mob

Title/Publisher Rating Genre
1 Mat Hoffmans Pro BMX 2 E

Activision i Sports
2 Enclave Trailer ==

Vivendi Universal/Conspiracy H‘- Action
3 MLB Slugfest 20-03 Trailer =y

Midway Sports F: Sports
a4 Wipeout Fusion Trailer =

BAM! Entertainment fepeh Action
5 Americas Army: Operation - Recon =]

U.S. Army feted Action
6 Iron Storm ==

DreamCatcher Games H’l Action
7 Savage el

iGames el RPG
8 The Thing ‘i'h'

Universal Interactive feed Action
9 Hunter: The Reckoning Trailer ‘i'h'

Interplay et Action
10  Realms Of Torment wl
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because this disincentive discour-
ages the developers, producers and
publishers from making wireless
games. It then becomes easier for
these value-chain holders to pro-
duce games for non-wireless plat-
forms like console, ITV and GBA.

The reverse side of this is that we
require the operators to create and
drive the wireless games market in
its infant stage.The operators are a
key element of the success of this
sector. Publishers alone cannot
make it work. Even if a publisher
works through an ASP for a billing
solution, the ASP still relies on the
operator for delivery of the game.
So no matter what, the operator
must be involved in the wireless
game sector for Over-the-Air (OTA)
downloads. The only alternative
to going through an operator is
downloading games via the Inter-

net to the PC and syncing cable
between the PC and the mobile
phone, or installing the games to a
mobile phone via a CD, again using
a sync cable. From what we have
seen so far, it looks like European
operators will continue to drive
wireless games in Europe. I sense
that there is an increased urgency
for operators to make wireless gam-
ing work to commence the pay-
back of expensive 3G license
investments, especially now that
games are being quoted as the
killer applications in European ana-
lysts’ reports. B
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