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Abstract

The debate about the open mobile platform should
be informed by an economic analysis of the structure
and conduct of all the likely players in the value
network for provisioning mobile services. Based on the
principle  of  structure-conduct-performance  in
industrial organization theory [1], the analysis of the
market structure and conduct of market players
involved will show that the optimal paths to social
welfare in the next-generation mobile social data
services will likely be achieved with coordinated value-
related propositions and activities by multiple—rather
than single—functional segments of market players.
Market efficiencies can be achieved across the value
network based on complementary business models and
compatible competences. How this open platform
might benefit consumers and foster innovation will be
determined by the aggregate economic and social
performance of the value network, rather than by the
sole regulatory and social outcomes in the segment of
carriers.

1. Introduction

In the U.S., software vendors such as Google and
handset manufacturers like Apple have recently
announced initiatives for fostering a mobile service
platform that would allow a wide range of applications
to run on mobile phones [2-4]. Although there is still
much uncertainty about the scope and scale of its
rollout, the promise of an open mobile network has
created much fanfare among the technology circle [5].
This reaction seems to originate in the sentiment
against the status quo in the wireless mobile market—a
walled garden dominated and dictated by wireless
carriers [6-9]. The tight control over handset and
service provisioning by carriers has allegedly
undermined consumer welfare and inhibited the
development of innovative mobile data services [10].

Among the many third-party applications that
would likely emerge on a more open mobile network, a
type of mobile data service that merges social
networking and media content delivery is particularly
interesting [11-13]. Via carriers’ gateway of internet
access, these mobile applications enable people to
access their existing web-based social services and
supplement them by uploading and sharing media
content captured and stored on their mobile phones.
Running on the Internet protocol (IP), some
applications also provide users with new ways to seek

news and information and communicate with friends,
all without relying on the regular packet-based cellular
services furnished by carriers. In some cases, providers
of the so-called social media, such as YouTube.com in
the video sector, release mobile applications for users
to access their content and socialization services on
mobile phones, supplementing the use of media
content with a social networking context [14-16]. In
spite of their different focuses on communication,
information and media entertainment, these
applications roughly fall under the umbrella of mobile
social media applications [17, 18].

This article aims to show that the discussion of an
open mobile platform should be based on a structural
analysis of the mobile value network in the production
and distribution of mobile social media applications.
Based on the principle of structure-conduct-
performance in industrial organization theory [1], the
analysis of the market structure and conduct of market
players will show that the optimal paths to social
welfare in the next-generation mobile social data
services will likely be achieved with coordinated
value-related propositions and activities by multiple,
rather than single, functional segments of market
players.

2. Structure of mobile value network

The creation and distribution of mobile social
services are organized around a multi-layer value
chain. Different sectors of the information technology
industry interconnect with each other in multiple two-
sided markets to provide services that integrate
appropriate  devices, software environment and
network technologies. By pooling in vital resources,
these firms collectively contribute to a value-adding
process that terminates at the paying consumers of the
mobile social services. The aggregation of multiple
value propositions from these firms results in a multi-
nodal and multi-dimensional value network of mobile
social data services, rather than a linear value chain
where actors interact only with the adjacent supplier or
customers [19, 20].

There are different approaches to the structural
analysis of the mobile data value ecosystem. The key
to a convergence in these approaches lies within the
two dimensions of capabilities and resources
distribution: functional and institutional [21]. In the
mobile data value chain, firms from different
institutional sectors are engaged in either or both of the
two major functional components, content generation



and network transport [22]. This means that the
functional and institutional divisions of competence
and value propositions among participants of the
revenue streams tend to intersect. This intersection of
roles and functions results in a value network in which
players interact with others based on the functional
value relationships of compatible expertise and
resources [23]. Therefore the institutional structure of
the mobile social media service needs to be placed
within the context of the particular patterns of
concentration and integration within each segment and
partnerships across segments (Figure 1).

Figure 1

HambacNaubcoy e
. Tl BuyanT
Pravd

2.1. Social and media service providers

While the first institutional segment of the mobile
social service value chain is usually called content
provider or aggregator, the functional component
involves the generation and distribution of social
media services. This business can engage social
networking and media service providers from different
industries. These firms include emerging web-based
upstarts that have built their main line of businesses in
facilitating information-sharing, collaboration and
communication among friends, established media
companies which have used the web as a digital
delivery platform for their proprietary content and are
seeking its mobile extension, and aggregators which
are specialized in distributing and publishing content
intended for mobile devices such as games and
ringtones. Despite distinct market and technological
externalities, a high degree of concentration has
developed in these sectors where a few key players
hold the largest market share. In the social networking
service sector, for example, MySpace.com and
FaceBook.com already have a large user base and
control a predominant percentage of revenues, after
only a few years of operation.

2.2. Technology enablers

The second institutional segment in the value grid
is broadly composed of technology enablers that
provide necessary hardware and software solutions. As
the functional requirement for this segment is to ensure
the packaging and delivery of social and media content
over the mobile networks, many technological
solutions need to be coordinated on software and
hardware levels by firms from various industries with
compatible competences. On the hardware level,
chipmakers such as Qualcomm, SiRF (a GPS chip
firm), Intel and Texas Instruments produce necessary
chips to enable the transport of data over different
mobile network protocols. All of these hardware
technologies will be needed for supplementing location
information and providing functionalities of
synchronization with services on other platforms. On
the software level, firms design and license products to
facilitate the development of application software on
several layers. These software range from the operating
systems such as Windows Mobile and Symbian and the
development and delivery environment such as Java
and Brew, to platform tools that facilitate the
interoperability of applications across systems such as
Nokia S60 middleware or provide the building blocks
for specific media applications such as Adobe Flash.

Again, the simple name of technology enablers
disguises the complex pattern of fragmentations among
the hardware and software layers of technology
vendors. With respective capabilities and resources in
either network transport facilitation or content
distribution, these firms need a higher degree of
coordination, usually from device manufacturers and
carriers, to participate in the value streams of mobile
social data services. On the software level, however,
economies of scale (on both supply and demand sides)
have driven dominant actors to pursue platform
strategies of integrating the development and
provisioning of all of the network transport and content
delivery services.

2.3. Handset manufacturers

The third institutional segment involves the
manufacturers of mobile handsets. The functional role
for most major handset manufacturers in this segment
such as Nokia and Motorola is to design and produce
phones according to the network and hardware
configurations of various wireless carriers, and
introduce their products to the marketplace bundled
with and locked in carriers’ service contracts. As an
industrial sector that is relatively young with about 30
years of history, mobile handset manufacturing is
dominated by firms traditionally specialized in



telecommunication equipment such as Motorola,
Siemens and Ericsson, manufacturers of consumer
electronics such as Sony, Samsung and LG, and
specialized mobile communication companies such as
Nokia and Research in Motion. Increasingly, this
segment is joined by firms with competence in other
industrial sectors such as software development and IT
product manufacturing, as illustrated by the recent
introduction of the iPhone by Apple and the mounting
rumor of the gPhone by Google.

2.4. Carriers

Thus comes the final segment of the value chain,
the operators of mobile wireless networks. The
institutional and functional roles for actors in this
segment are relatively more converged. Most of them
are institutionally the spin-offs—or at least subsidiaries
—of the traditional landline telecommunication
providers, which grants them the regulatory and market
identifiers of “telecoms”. Functionally, these firms
own considerable chunks of radio spectrum, operate
hardware infrastructure and equipment such as
transmission towers and exchange facilities on regional
or national levels, and have extensive networks of
retail presence either independently or in collaboration
with large retailers. They market and sell mobile
handsets as part of the bundled contractual voice and
data services, and take charge of most of the business
interactions with subscribers such as customer service,
technical support and billings. Wireless carriers may
lease their network capacity and bandwidth in
wholesale to retailers of niche mobile services,
although the viability of this model of mobile service is
being questioned after the failure of several high-
profile niche operators. The wireless telecoms have
functional advantages because of their capabilities of
accessing and serving consumer demand, and their
possession of the resources of spectrum and equipment
that are adequate for controlling the supply chain for
basic and advanced mobile services. These advantages
of the wireless operators result in their position as
natural oligopolies in a highly concentrated market
where several incumbents dominate and the entry
barrier is high.

2.5. Structural implications

Although the value chain for the mobile social
services can be divided into institutional segments to
differentiate stages and specialties of service
provisioning, each segment contains multiple
functional components that can engage firms from
originally unrelated industries. To efficiently complete

market transactions, firms need to respond to the
actions of competitors horizontally, and coordinate
supply and demand relationships with technology or
service vendors vertically. Furthermore, firms are
increasingly required to be aware of and responsive to
changes in the structure and externalities of any
functional components in the value network
diagonally, to meet the behavioral requirements in a
complicated set of two-sided markets [23].

To put it the other way around, efforts by firms
from a particular industry sector to partner or merge
with others should be understood and interpreted more
broadly. Close attention should be given to how the
combined capabilities and resources as a result of such
integrations impact the competitive structure in each of
the functional units in this multi-nodal, multi-
dimensional value network. Such cross-sector activities
will influence the efficiency of each actor in
contributing to the provisioning of content and network
transport services. This observation implies that the
competitive analysis of the mobile social data services
can not be solely based on the structure of any single
institutional segment in the value network.

That a carrier-centric competitive analysis of
mobile data services is misleading has two-fold
implications. First, the competitiveness in the carrier
sector alone should not constitute sufficient basis for
drawing conclusions or proposing solutions for the
prospective competition and innovation in the entire
business of mobile social media service. That is, one
should neither embrace the deregulation argument
made in the FCC verdict on the effective
competitiveness in the carrier sector, nor see the
oligopoly structure in this sector as the necessary
bottleneck for innovations in open mobile networks.
Both stances are based on the flip sides of an
insufficient judgment. Second, in considering the
competition and innovation issues in mobile social
media services, there should be sufficient sensitivity to
the competitive structure within and across all of the
functional components of the value network. The
overall structure of the value network might be shifted
by the mergers and partnerships between firms with
compatible capabilities, or by the anti-competitive
behavior by firms holding key positions in one or more
functional components. Due to the specific
mechanisms of market externalities in different
segments, certain firms might hold formidable first-
mover advantages and exercise monopolistic practices.
These anticompetitive practices might practically
increase the entry barrier and the opportunity cost for
users to switch, undermining the efficiency promise in
a truly competitive market. For example, although the
web-based social networking service is theoretically a
competitive market open to all players, network effect



might lead dominant firms to engage in
anticompetitive ~ behaviors  that  stifle  data
transportability and user choice, as illustrated in the
recent fight between FaceBook.com and Google. Or
similarly, merger and acquisitions for gainng dominant
advantages in adjacent (upstream or downstream
vertically) as well as related (connected diagonally)
functional components by firms should be given
special consideration by regulators, observers and
strategists concerned with an efficiently competitive
mobile social data value network. All these structural
changes in one or more functional units of the value
network other than the carrier segment will likely have
equally important influence on the performance of the
mobile social media service market.

3. Competitive conduct in mobile value
chain

Mobile data services currently generate a fraction
of the revenues for mobile wireless carriers in the U.S.
IP-based mobile social and media services claim an
even smaller portion of these revenues [24]. But as the
deployment of the third-generation (3G) network
approaches saturation in the U.S., it is predicted that
the enhanced capacity and bandwidth of the networks
will provide improved quality of service and user
experience, boosting the usage of mobile data services.
In addition, as the web-based social media services
continue to grow in terms of user base, revenues and
market valuations, the mobile version of such services
will likely usher in a new generation of broadband
mobile data services. In order for these services to
maximize social welfare by enhancing consumer
surplus and encouraging innovations, market
equilibrium needs to be achieved in the mobile data
value chain.

This equilibrium requires coordinated actions by
players in the value network, which are constrained by
the unique market structure and externalities in each of
the functional component. To maximize returns on
investments and efficiently leverage their competences,
firms engage in price and non-price rivalry strategies
based on the choice factors of supply and demand, and
on the cost and margin analysis in their unique
functional segments.

As different market externalities exist in each
functional component, however, it is often difficult for
these firms to engage in mutually rewarding and
complementary value propositions and conducts that
lead to overall market efficiency in the value network.
The overall social welfare in the mobile social media
value network, as a result, must be determined by how
the coordinated actions of mobile players facilitate

complementary, flexible and robust value streams and
efficiently bring consumer such benefits as the low-
cost access to diverse choice of devices and
applications.

3.1. Social media service providers

Seeking to leverage the economies of scale and
scope on the demand side, social media firms aim to
provide their existing user groups with a mobile
platform to access the same service and content. On the
supply side, though, firms with different competences
and resources for organizing production and generating
revenues might adopt different rivalry strategies for the
mobile value network. Social networks such as
MySpace.com and FaceBook.com might replicate their
existing platform strategies to attract developers and
advertisers for their mobile extensions. Media firms
might rely on their horizontal control of other
platforms and their production personnel and asset
resources in order to create value-added services as the
tie-ins for related products and business models on
other media outlets. Existing mobile content
aggregators can leverage their experience in partnering
with carriers and content developers in order to secure
a stable share of the value from mainly the on-deck
service model.

The initial value propositions for these firms are
likely to be the replication of their main business
models based on their respective assets of user base,
content and sales channels. As the current situation
shows, mobile social media applications are primarily
incorporated into the on-deck service models
dominated by the carriers. There is no additional value
generated beyond and above the revenues collected
from carriers’ billings on data plans and purchased
content. Depending on the development of mutually
complementary business models for both on-deck and
off-deck services by the carriers, however, social and
media service providers have the potential and
flexibility of leveraging the indirect network effect
across media platforms to develop new competence out
of the current value sources. While their current mobile
strategies are based upon and bounded by their existing
capabilities and resources, these firms might choose
strategic partners from the segments of handset
manufacturers and technology enablers to identify new
capacities and introduce innovative communication
applications and participate in more efficiently
coordinated value creation and distribution. For
example, location information can be accessed by
social and media service providers efficiently (at low
cost) to provide innovative services to users, given that
appropriate technology enablers can be engaged so that
complementary value propositions from all these



parties can be made to carriers and other dominant
actors in the value network [28].

3.3. Technology enablers

The structural analysis of the segment of
technology enablers shows that chipmakers and
software vendors dominate the functional organization
of value creation in providing hardware and software
support for application development. Chips are seldom
sold as standalone products, and instead embedded in
the handsets marketed and sold according to the supply
arrangement between carriers and manufacturers.
Therefore, chipmakers tend to focus on non-price
rivalry strategies to ensure a high degree of
interoperability among different communication
protocols and software integration among multiple
platforms. Similarly, as most mobile devices are
shipped with licensed and pre-installed operating
system, software vendors do not have a salient price
rivalry strategy to differentiate their value propositions.
Instead, they often compete on the economies of scale
and scope on both the supply and demand sides. On the
supply side, vendors may leverage their advantages in
the large installed base for related products on multiple
platforms, in the technical and personnel resources for
mass-level software development, and in the
experience in managing relationships with customers
and developers. On the demand side, vendors may take
advantage of the high adoption or acceptance of
particular software products by a wide range of users
of various devices, and lock users to related proprietary
products on the mobile platform. In other words,
software vendors, like chipmakers, aim to maximize
the value of their products by achieving a higher
degree of integration between the mobile platform and
their existing product lines. But unlike chipmakers,
software vendors have yet to prioritize a high degree of
interoperability = among  the  standards  and
configurations of their rival products.

The value propositions for the mobile social media
value network from the technology enablers are based
on the integration among their cross-platform products
and the extension of their existing business models.
For example, the Office suite products for Microsoft,
advertising for Google, server support for Sun
Microsystems and WiMax technology for Intel, are all
the likely entry points for these firms to bring their
capabilities in elastic pricing, demand assessment and
supply chain management to the value network. But as
their hardware and software products need to be
bundled with handsets, the functional roles for
technology enablers will still be shaped by the conduct
of  handset  manufacturers in  coordinating

complementary on-deck and off-deck service models
with the carriers.

3.2. Handset manufacturers

As value is created and distributed among the
whole value network of mobile social media services,
the outcome of such off-deck strategic coordination by
carriers for consumer welfare and service innovations
relies on the rivalry conduct of players in other
functional sectors to provide complementary
knowledge and competence. Handset manufacturers
hold a unique position of efficiently providing value-
added mobile devices bundled with either standalone
or carrier-supported services. In the U.S., such
advantages are usually delimited by the cross-
subsidization, interface and feature customization and
lock-in practices that carriers impose. As a result,
handset manufacturers currently engage in a limited
range of price and non-price rivalry strategies.
Specifically with regards to non-price rivalry
strategies, firms have mainly focused on customizing
the appearance and multimedia functions of handsets to
appeal to different demographics (and engage in price
discrimination accordingly by way of carriers’ sales
channel). Theyhave avoided differentiation strategies
that innovate communication-related functionalities
because of the potential collision with carriers’ service
models [10], until recently. The iPhone by Apple,
however, provides an example of how handset
manufacturers could differentiate themselves and
create value by leveraging their capabilities in
hardware and software design as well as their
competence in sales of digital content to contribute
service innovations complementary to both on-deck
(visual voicemail) and off-deck (Google maps, iTunes)
models from the carriers. As a result, manufacturers
actively participate in the creation of new value from
the integration of each firm’s competence in network
and content services. Rather than rely on the allocated
shares of revenue streams from existing carrier-centric
business models, manufacturers such as Apple have
contributed to the efficient coordination of the
capabilities dispersed across segments in the mobile
value  network.  Such  partnerships  between
manufacturers and carriers, in which efficiency is
pursued in complementary business models for
multiple functional segments, are likely to be
increasingly adopted by other major handset
manufacturers.

3.1. Carriers

In the wireless carrier sector, the largest chunk of
investment is placed in the acquiring of radio spectrum



as well as the installation, maintenance and upgrade of
wireless network infrastructures [25]. To maximize the
returns on these investments, wireless carriers are
obliged to increase the average revenue per user
(ARPU) while reducing the churn rate as much as
possible. In the U.S., price rivalry strategies are mainly
in the form of discriminatory pricing for long-term
subscriptions to different tiers of usage of both voice
and data services. Voice service is offered and priced
as monthly plans with varying quota of peak-time air
minutes, which are often supplemented with unlimited
off-peak-time air minutes. Data services are offered on
both an a la carte basis where consumers pay for each
use or on a monthly package basis with normally
capped maximum usage.

In comparison, the non-price rivalry strategies for
wireless carriers include technology differentiation and
upgrade, quality of service, device and application
differentiation and service innovation. In the U.S., four
national operators are currently equally divided
between two major network technologies. But as they
upgrade their networks to provide higher data rate and
more bandwidth, such differences in the network
standards might get blurry. A higher degree of
interoperability might become a convergent rather than
rivalry strategic goal for carriers. Quality of service
might be differentiated among carriers in terms of the
technical quality of voice and data services and
business-related issues such as billing and customer
service.

Whereas multiple rivalry strategies are attempted
by the major carriers, differentiation particularly in the
network transport services tends to blur, as evidenced
by the adoption of Long Term Evolution (LTE) as the
fourth-generation (4G) network standard by both
CDMA and GSM operators, and the recent
introduction of the unlimited -calling and data
subscription plans (at the same price of $100 a month)
by all U.S. carriers. In the provisioning of content-
centric services such as mobile social media
applications, in comparison, carriers still tend to rely
on on-deck portal strategies for service differentiation.
The on-deck portal strategies are so called because
carriers serve as the portal gateways by customizing
the handset and the user interface for the delivery of
media content and controlling the pricing, billing and
revenue sharing for the content service on top of the
network transport service (i.e. charging for both
transmitting the data and delivering the content) [6].
The differentiation strategies for on-deck portals
sometimes include exclusive deals on branded content
and handsets with distinct appearance and
functionalities. At the same time, carriers often tend to
adopt rivalry strategies based on pricing and service
models for content-centric  services, offering

consumers different ways of retrieving, using and
storing mobile content and applications at different
prices [26]. Carriers are able to more directly gauge the
consumer demand for certain services to elastically
adjust the service offering, and leverage their
competence in network transport services to provide
the value-added mobile data services more efficiently,
based on the supply conditions such as network
bandwidth and security as well as handset capacities.

While these on-deck portal strategies are often
attacked as the carriers’ firm control over the walled
garden, the off-deck approach implied in the open
mobile platform initiative can actually be viewed as
nothing but a derivative amendment to carrier’s overall
content service strategies. The central issues remain to
be the pricing and servicing models that differentiate
carriers in the mobile data service market [6, 27]. From
the perspective of consumers and advocates, an open
off-deck model would provide a wider range of mobile
social media services in more flexible ways of access,
retrieval and billing. But for carriers, the issue is how
to efficiently maintain pricing elasticity, provide value
for consumers, and assess user demand in the
provisioning of diverse and low-cost mobile social
media services. In other words, carriers are still in the
process of exploring the best combination of strategic
moves for an off-deck model that will supplement,
rather than replace, a competitively efficient but not
effective (in terms of user adoption and revenues) on-
deck service infrastructure for convergent mobile data
services [28].

3.5. Behavioral implications

The above analysis shows that the carrier-centric
on-deck business model, intended by carriers based on
the market and technological externalities in the
wireless network sector, has not adequately achieved
equilibrium and maximized value in the current mobile
social media value network. This market imperfection
leads players in the value network to seek disruptive
revenue streams from the off-deck alternatives,
creating disequilibrium in the network and arousing
debates about the open mobile platform. Early
examples have been set by the mutually
complementary and beneficial partnerships between
handset manufactures and carriers aimed at perfecting
off-deck models and improving on-deck models. But
many more efforts are needed from players from all
functional segments to identify relevant indirect
network effects from multiple two-sided market
transactions, and develop complementary competences
to create innovative mobile social media services.
While carriers and handset manufacturers will continue



holding the dominant position in the value network,
both incumbent player or upstarts form other
functional units can still aim for the equilibrium in the
overall market by bridging mutually beneficial
capabilities, merging compatible business models
across functional segments, and adding new value to
the network.

4. Performance of the mobile social
value chain: consumer welfare and service
innovations

The performance of a market can be evaluated
with the social welfare that it achieves, which, from a
purely economic perspective, includes the consumer
surplus and profit margins for firms [29]. In other
words, a market would be successful if consumers
could purchase goods or services at a bargain and firms
could provide these goods or services at a margin. This
situation would be achieved with equilibrium in a
competitive market, where services are provided and
consumed efficiently based on balanced, fair and
voluntary exchange of information on input and output,
supply and demand, and resource and production. In a
networked marketplace with extensively fragmented
externalities such as the mobile social media value
chain (or network), it is theoretically impossible to
achieve all these desired outcomes for a competitive
market [30]. Furthermore, incompatible or even
competing choice factors in each segment of the value
chain make it a slow and delicate process to bring
innovations into the marketplace and create new value
[31].

Currently, the mobile social media service market
generates only a small volume of revenues for wireless
carriers (which in turn results in a smaller revenue
share for players joining in the on-deck services as a
business experiment). Despite the optimistic estimates,
user adoption and market valuations of such services
remain relatively low in the U.S. [8, 18]. As a result of
this suboptimal situation, advocates of the open mobile
platform have blamed the carriers for abusing their
control over device and content portals to prevent
mobile users from accessing a wider range of content
and applications [10]. This accusation, however, needs
to be evaluated with a more careful analysis of the
structure and market behaviors in the whole value
network.

The market imperfections as a result of the
networked value relationships in a connected
marketplace suggest that one should avoid basing the
discussion and assessment of consumer welfare and
innovations in an open mobile platform solely on the
structure and conduct of one market segment. As much

as the anticompetitive behavior of carriers is not the
only cause for failure in the mobile data service
market, simply opening up cellular wireless network
would not be its remedy or solution. As the previous
analysis reveals, the structure and market conduct of
each functional component in the mobile social media
service value network need to be examined to
understand how value 1is created, and how the
imbalance and incompatibility in market structure and
capabilities across segments in the value chain might
influence the overall market efficiency. The current
debate about the anticompetitive behavior by carriers
in terms of opening up the mobile network can be
framed as one about the market disequilibrium. This
situation happens as a result of the conflict among
different value propositions held by actors based on the
capabilities and externalities in their unique functional
segments for furnishing either content or network
transport services. Innefficiencies occur, when the
convergence of content and network services in the
mobile social media market requires that various value
propositions be coordinated and new competences be
identified in aggregation of two-sided markets and
multilateral value relationships in the value network.

This is an economic problem that should be solved
with measures that a) aim for a competitive market
structure in each functional unit of the mobile value
network to prevent anticompetitive behavior in any
component of the value creation process and ensure a
smooth and balanced flow of supply and demand of
capabilities across the network, b) encourage
coordinated innovations in pricing and service models
between functional segments in ways that are mutually
beneficial for leveraging their respective capabilities
and resources, and c) preclude collusive behavior
between structural dominants in any functional units
that inhibits cross-segment innovations in pricing and
service models. To ensure the performance of the
mobile social media value network, the structure and
conduct in each functional segment need to be made
conducive to the efficient provisioning of innovative
and low-cost applications for consumers and the
maximization of value for the whole network. This
might require a mix of both market power and
regulatory coordination, but it by no means can be
achieved only by opening carrier’s wireless networks
to any random devices and applications.

The performance of the mobile social media value
network can also be analyzed with comparisons
vertically with parallel value networks such as the
internet and horizontally with the markets in other
countries. Indeed, advocates of the open mobile
platform have used the example of -carterphone
regulation to argue that the openness to third-party
devices and applications in the sector of network



operator alone would promote innovations and enhance
consumer welfare. Furthermore, there is the argument
that the principles of network neutrality on the internet
should be applied to the wireless mobile networks. As
a result, third-party devices and applications should not
be discriminated against and consumers have the
freedom to access them over a “dumb” mobile network
[10, 32]. Among the many lines of argument in the
debate over the economic merit of network neutrality
regulation, two points can be applied in the assessment
of the performance of the mobile social media service
value network. The first point is focused on whether it
makes economic sense for monopolistic actors on the
network level to adopt anticompetitive behavior in an
adjacent market such as the application level of the
internet [e.g. 33, 34]. The second point deals with the
balanced view on both the social opportunity cost for
consumers to be denied third-party applications and the
real cost for carriers to furnish both network and value-
added data services [35]. Without getting into
theoretical detail and sophistication, these two lines of
discussion can simply be applied as points of reference
in the context of mobile social media value network.
Such cross-references show that the analysis of its
market performance needs to above all consider the
economic interaction in the form of complementary
service and pricing models between actors from
multiple levels or segments of the value creation
process. A second metric should then be based on how
the efficiency is achieved by providing value-added
services to consumers at low cost while maximizing
the return for firms. More empirical evidence,
however, would be required to discover the
applicability of these dimensions of performance
metrics for both the internet and the mobile social
media value network.

On a horizontal level, both success and failure in
the rollout of mobile data services on a global level can
be used as references to consider the case in the U.S.
context. Despite the tight control by the Japanese
carrier NTT DoCoMo over a relatively closed network,
i-Mode, for example, has been a runaway mobile
service model since its launch in 1999. It has provided
a wide range of social and media services to millions
of paying subscribers in Japan and turned the Japanese
carrier into a global wireless powerhouse. Among the
many factors that contributed to its success, NTT
DoCoMo has above all partnered with technology
vendors to customize a special version of HTML
language (cHTML) to ensure a high degree of
interoperability and compatibility between the mobile
and fixed web service infrastructures, successfully
merging its wireless network capability with the
market competence and knowledge of a broad group of
web-based content providers. It then managed to

maintain a complementary balance between the on-
deck model (in which the “official” partner service
sites are listed and endorsed) and the off-deck model
(in which the unapproved service sites are listed but
not endorsed), encouraging service innovations among
the segment of content providers while holding on to
flexible pricing and billing schemes for both these
service providers and subscribers [36, 37]. Although
NTT DoCoMo became the monopoly in the carrier
segment, it was able to reach across the different
functional units of the value ecosystem and maintain
the decentralized structure in the content provider
segment. As a result, it combined its capabilities in
network service with those of a wide range of content
providers to develop new value-added service models.
The key to the success of i-Mode, in short, is its
competence in developing complementary service and
pricing models that fully engage the capabilities and
resources of all major functional units in the value
network.

While the efficient provisioning of reliable
network transport service is important in the carrier
sector, the wholesome competition and service
innovation in the sector of providers of various
information, financial and entertainment services play
an equally vital role in the success of iMode. In
Sweden, the mobile data service is surprisingly
stagnant for a global communication market leader. It
is believed that the lack of the dominant coordination
of the value network by carriers has resulted in
insufficient guidance and stimulation for the search for
complementary competence and solutions from the
sectors of information service providers and
technology enablers [38]. The cases of i-Mode and
Sweden, in general, show the importance of analyzing
the performance of a mobile service value network
with a holistic perspective on the structure and conduct
of all the functional segments. Arbitrary judgment of
the mobile market performance based on the condition
of the carrier sector should be avoided, and instead a
more flexible perspective on the mobile value chain as
an ecosystem network should be attempted.

5. Conclusion

This article has tried to show that the debate about
the open mobile platform should be based on a careful
economic analysis of the structure and conduct of all
the likely players in the entire value network for
provisioning mobile services on an open mobile
platform. In addition to its social and ideological
values, advocates for consumer welfare and
innovations on the open mobile platform need to give
sufficient attention to the economic definition,
conditions and consequences of the accomplishment of



social welfare for both consumers and firms.
Understanding the economic rules of the mobile social
media value network, one would have a clearer idea
about how innovative mobile services can be
efficiently provided as a result of the coordinated value
propositions among the market players based on the
externalities for achieving efficiency with their unique
competence and resources. These are the necessary
knowledge for one to join the discussion on the social
externalities of service innovation and user welfare in
the mobile field and make meaningful observations and
comments.
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