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1. INTRODUCTION 

This paper deals with the requirements of the market and with the marketing strategies of 
multimedia in realtime business communications, in particular at the prevailing early stage of 
the market. The targets in the covered area are: the qualifications for the takeoff of the 
services, marketing strategies, promotional marketing actions and policies needed to accelerate 
the startup. This is a summary of the results, consisting of the essential documentary material 
produced by the CEPT Telecom CAC Project Team Picture Services. The work has been 
coordinated by CEPT Telecom CAC BUS. The work started in March 1991 and ended in May 
1992. Some material is also taken from work done in RACE EuroBridge -project. 

The projects focused on the market requirements of realtime videocommunications in 
business communications, the main target being such applications, where the business user can 
amortize the investment already during a short period of time, regardless of the high terminal 
prices. Another aim of the work has been to find out, what kind of marketing policy should be 
adopted to accelerate the development of the critical mass. The market requirements have been 
tackled through case-studies as the most feasible way at this instance to research the market. 

The terminal prices are expected to decline, but they may still exceed, for a while, the level 
that would be necessary for home market penetration. Like in most teleservices, business 
communications is also expected to be the driving force for the proliferation of multimedia 
communications. Therefore, the studies are in this context restricted to the prime business 
communication market segments. 

The promotion of multimedia services needs and also deserves a lot of research and pro
found insight about the user needs before we can expect the services to take off. Our view is 
that the results can be used in the design and introduction of all new multimedia services. 

2. DEFINITIONS 

There are a lot of confusion concerning the use of term "multimedia". Whilst users see it as a 
solution to their needs, regardless of what the underlying technology may be, suppliers see it as 
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a combination of enabling technologies that may help them to break into new markets. It is also 
used to describe a wide variety of products. Many people would like to replace the term with 
something else [Jeff-92]. 

Multimedia is defined to be in our context as an adjective characterizing such a technology 
that enables computer platforms based systems to make use of several digital media types like 
audio, still image or video. This paper is restricted on studying multimedia only in the 
telecommunication area. 

A telecommunication service is defined to be that part of the system, which implements OSI 
layers 1-7 (bearer service OSI 1-3, teleservice OSI 4-7) and provides this functionality through 
application programmer interface (API) to another part of the system (application) using it. 
An application can be then defmed as that part of the system, which implements a set of 
related tasks, for which business users have goals (e.g. document editing, medical diagnosis) 
and uses telecommunication services through API [Byer90]. A service will be generic, when it 
can be used by different systems as an element through its modularity. RC0-90 has defined 
generic applications as applications of advanced communications, which are widespread, and 
which provide a market opportunity for product and service providers by addressing users 
common application needs. A market segment is defmed to be a group of users which have 
similar needs and requirements for the application and the whole system. A platform is a 
limited set of generic service software and hardware components or tools from which the 
system can be build. 

3. SUMMARY OF THE CASE-STUDIES 

The following cases were studied and analysed in depth: 
• remote troubleshooting and maintenance of heavy earth moving machinery 
• remote consulting at unmanned power transmission stations 
• remote inspection of damaged cars 

desktop videocommunications in distant education 
• remote consulting using videotelephony in the customer services of banking 
The cases and other experiences indicate that remote consulting, which means geographical 
extension of various expertise, will be the most important application in business communica
tion. The consulting may relate to a wide range of different application areas and market 
segments. 

In installation, troubleshooting and maintenance remote consulting may be given by 
foremen, a group of experts etc. for the guidance and instructions of the field operations. 
Image information is necessary for the experts to get a correct view of the problem. The expert 
can use eg. document camera to present graphical and other image based information for the 
field personnel. The benefit is that the experts can supervise more field operations without the 
need of making a trip to the target. Besides, the throughput times will be reduced as a result of 
increased efficiency. The time of an expert tends to be extremely precious. 

The Finnish Company Rotator, importing heavy earth moving machinery, has exploited 
videotelephony with great success in after sales operations of the machinery. The top experts 
are located in the head office of the company in the city of Vantaa, next to Helsinki. The 
company has 4 branch offices with service personnel carrying out the maintenance and repair 
operations. All the operations are conducted from the head office. The service personnel at the 
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field use videotelephony to show a problem eg. a broken part for the expert group. They can 
give direct instructions, how to tackle the problem and what spare parts are needed. As a 
result, no foremen are needed at the branch offices, and the repair time has been minimized. 
For the entrepreneur this is essential, because there may be some 20 lorries awaiting, when an 
excavator stops. The money wasted in every minute of interruption is huge. Rotator has 
assessed that the investment already paid off during the first year of operation. 

The degree of automatization of power transmission and the distribution network is getting 
higher and higher. The network is run by fewer operational people being in charge of the su
pervision and maintenance of the network. In many cases, when the power supply is 
interrupted, the losses for both the power company and the end customers are huge. Hence, if 
videocommunication facilitates a timely dealing with the problem, the money needed for the 
investment would pay off in a short time frame. This application demands a mobile terminal or 
a mobile link, because the power station covers an area of roughly 200 x 200 metres. The 
access to the terrestrial network is provided only in the station house, usually located at the 
centre of the station. The videocommunication could be used in an equal manner also as a 
support for the operational activities of telecom operators. When the traffic flow is interrupted, 
a large amount of money is lost. Hence, there is a clearly indicated potential to use 
videocommunication for minimizing the time needed to remove the fault. 

The remote inspection applications seem to be a very promising area for desktop 
videocommunications. In Finland, a sum of about 400 MECUs is used for the repair of dama
ged cars. If the insurance companies could inspect a car straight from their office, without the 
need of travelling to the garage, a considerable amount of money and time could be saved. 
Besides, the insurance companies are now planning a joirit venture to establish a inspection 
station network based on the use of videotelephony, covering the whole country. This enables 
the companies to ask for tenders from several local garages, which is expected to induce huge 
savings in repair costs as a result of proper function of the market mechanisms. 

In distant education, desktop videocommunications will have a future. The case study 
indicates that this application is a very demanding one, both as far as the audio and video 
quality and the functionalities are concerned. The best choice is desktop videoconference 
service, based on FCIF resolution and multipoint capabilities. This application will remain a 
system solution application, where the service offers only one element for the solution. 

In France, the bank CIC has made experiments with France Telecom in using 
videotelephony for advisory consulting for stock investments and other fmancial operations. 
The top experts of the bank are located in the head office in Paris. The customers can contact 
the experts from branch offices without the need to make appointments and a trip to the head 
office site. The videocommunication seems to create the feeling of confidence, which is 
extremely important in money affairs. Besides, the customers have felt being important for the 
bank. The experts can serve more customers than otherwise would be the case. It remains to 
be seen, whether the number of contracts have increased as a result of the trial. 
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4. MARKETING OF MULTIMEDIA COMMUNICATION SERVICES 

4.1 General 

The essence and requirements of the market have been studied by analyzing different 
application projects. The adopted approach has been considered a much more reliable way of 
exploring the market than by interviewing the users before they have not had any concrete idea 
or experience of multimedia services. 

The first commercial videophone products have indicated that the traditional marketing 
channels in the telecommunication area are not good enough (Fig. 2.). The customers have had 
difficulties in noticing the value that the use of e.g. videophones might bring to them with 
regard to the high costs of purchase and usage. The market has been addressed with mass 
products, when the market has not been mature for it. It has been discovered that at the 
beginning of the life cycle there is only demand for special applications, in which 
videocommunication has been integrated as a part of a larger system. Under these 
circumstances, the modularity of the system is essential, enabling the tailoring to varying cus
tomer needs. 

It can be recognized in the long run that broadband communication, using optical fibre 
network with digital broadband swithches and the corresponding terminals will become a 
widespread standard in business communication. However under the conditions to be expected 
up to the year 2000 (avaibility, cost), there has to be concentrated on special applications 
which lead to strategic organizational advantages. During this time span the market potential 
will mainly be determined by the group of highly qualified information professions, i.e. 
managers, products developers, researchers, consultants, experts, marketing specialists and 
instructors. For these professional groups access to existing knowledge and collected 
experience can be improved or made possible using advanced services for cooperative solution 
of problems, cooperative design of products, and cooperative preparation for decisions can be 
speeded up and secured, and training can be intensified and brought to the workplace [Bier-
91). 

When offering new technology to new markets the risks are very high. When implementing 
multimedia technology as an extension to existing services or products like e-mail, EDI, 
databases, text based CSCW, CAE the markets are already available. Completely new services 
like videotelephony do not have any existing markets. It can not yet be used in the beginning of 
its lifecycle as an extension of voice telephony. In the case of Video On the Demand services, 
there is already a customer need when offering centralised VCR and video renting services. 
VOD service can be offered to the recidental market also. in the beginning of its lifecycle in 
order to have fast economies of scale. However in many other services different marketing 
strategy should be adopted. The added value in VOD comes from the fast and comfortable 
delivery of videomaterial and improved picture quality. By integrating IN nodes to broadband 
networks also more added value features can be created in VOD services. This service will still 
then be very cost sensitive. 
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Figure l. S-curve for the penetration of multimedia communication services. 

The evolution of new services follow the shape of the wellknown S-curve (Fig. 1.). The 
incubation period i.e. the initial phase of the curve can be rather long before it matures up, 
shifting to the take off. The experiences gained so far indicate that it is very difficult to predict 
the demand of a new service. Nevertheless, the launch of the service usually requires huge 
investments, which imply big risks. To ensure profitable business activity, the new service has 
to meet the user needs as well as possible and concurrently sustain the competitive edge with 
regard to the old ones. In other words, the new service has to offer distinct added value for the 
user in terms of cost. The new service may enhance an old one i.e. stimulate the customer 
satisfaction or activate new latent needs. 

4.2 Marketing strategies to achieve the critical mass 

The marketing strategy of a telecommunication service should be chosen, taking into account 
its position on the S-curve (Fig. 1.). In order to achieve economies of scale and a mass market 
a lot of marketing efforts has to be done. The successful strategies can be completely different 
in different phases of the life cycle of a given product or a service. At the initial phase, the cost 
of the marketing efforts with regard to the proceeds is high, as the market is being promoted. 
The experiences have confirmed the fact that, under these circumstances, the products and 
services pertaining to multimedia especially videocommunication are system products that 
cannot be marketed separately from the larger entity they are a part of It seems to be that in 
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the beginning of the market only certain components of the system can achieve economies of 
scale and mass market. The most profitable business is in system integration near endusers 
(Fig. 2.). 

VARs 
System integrators 

--~·· Distribution 
---1·~ Development 

.......... .,.Software 
___ .,..,. Components 

Figure 2. Value-added chain in the multimedia communication market [Jeff-92]. 

During the lifecycle there happends a shift that changes the characteristic of product from 
investement commodity to consumer electronics. This is now happening e.g. in the mobile 
phone market. In the beginning of the mobile market the terminal and transmission prices were 
high and the service were used only at some niche applications in the business market. Now the 
prices have dropped and the customers do not more require so high value of the service and 
the number of recidental users grow quickly. 

The first experiences obtained from the marketing of videotelephony indicate that at this 
stage, the marketing schemes, based on normal distribution channels, do not give satisfactory 
results (Fig. 2.). In Finland, where the installed base of proprietary videotelephone terminals is 
more than 100, the normal distribution channels have proved ineffective, contributing to only 
a fraction of the sales. It is obvious that the promotion of desktop videocommunication 
requires, in the introductory phase of the services, particular measures and a marketing 
strategy that imply a new approach. The marketing strategies to be adopted do not necessarily 
differ significantly from those of other new multimedia services, which offer a new type of 
media with a lot of unfamiliar novel features for the end user. Under those circumstances, the 
customers first want to experiment and test the usability of a new service in a specific 
application before taking further actions. 

Another important point is that the operators and terminal manufacturers have, for the time 
being, very little knowledge about where and how the end users could utilize multimedia in 
their business activities in such a way that the investment would pay off in a reasonably short 
time. The service providers cannot expect to make much progress before they possess this kind 
of marketing knowhow. 

The services, supporting multimedia communications, are expected to constitute subse
quently the essential part of the teleservices of the public telecommunication network domain. 
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Accordingly, the traffic generated by them is going to be massive for years to come and bring a 
substantial part of the revenues to the network operator. Therefore, the large market potential 
and long life cycle of the services will weigh up the large promotional marketing investments. 
The significance of multimedia communications justifies a preferential treatment with regard to 
other new teleservices. The promotional marketing efforts are likely to be rewarded by a much 
shorter maturing period, preceding the takeoff, than otherwise would be the case. The ruled 
area in Fig. 1, restricted by the two curves, is proportional to the proceeds of the sales. The 
aim is that it will balance the deficit of the initial period with a reasonable interest for the 
invested capital. As noted above, the available market at the beginning of the S-curve is ex
plicitly different from the circumstances following the takeoff. After the takeoff has started, 
marketing of the services can be gradually transferred to the customary distribution networks 
and channels. At that stage, the critical mass has been created, the service has gained wide 
knowledge and recognition among users, and the service providers are familiar with the utili
zation of the service. 

At the beginning, mainly such applications, in which the value for the end user measure up 
the high initial cost, can be successful. The potential customers and applications should be 
sought on this basis. Cost versus benefit analyses of the first experiences have proved that, 
even at the present price level, the end user can in some applications amortize the investment in 
quite a short time, taking into account saved labour cost, travel cost etc. and the benefits of 
increased efficiency. Moreover, new business structures may be needed at the end user level. A 
good example is the remote inspection of damaged cars, where there is a need for the insur
ance companies to establish a common enterprise running a network of common inspection 
stations with advanced visual communication capabilities. In some cases, subsidizing may be 
needed like in RACE ACE projects, especially in cost sensitive applications, having a large 
long term potential. In Finland state has supported the development of sign language systems. 

Application software are typically system products, which cannot be sold on off-the-shelf 
basis through distributors for a long time. The users want to have new services interworking 
with their existing systems and they do not want to invest in new equipments only because of 
the multimedia extensions [Delp-92]. 

Good way to lower the barrier, encountered by the users, is to establish mutual 
experimental projects, consisting of the service providers, vendors, system integrators, and the 
enduser companies willing to cooperate. In this way application oriented technical and market
ing know-how can be obtained. The terminal equipment can be rented for a given period of 
time on favourable terms. For instance, the customer should be entitled to deduction of the 
paid rent in the purchase price of the equipment involved. As noted before, this kind of 
approach requires quite a large quantity of manpower and high initial marketing cost. For the 
time being, the lack of marketing people with sufficient insight on multimedia communications 
is a problem. Consequently, the network operators should immediately take necessary actions 
to acquire such know-how so that qualified resources are available in due time. 

The interviews of the end users have shown that there exist pioneeringrninded companies, 
willing to join the experiments. They are naturally interested in gaining full value for their 
money. Therefore, the use of multimedia communication has to be customized to their specific 
business environment. This implies that the service providers, vendors, system integrators and 
V ARs (value-added resellers) have to establish a very close cooperative relationship with the 
customers (Fig 2.). The companies do not want to take further steps and make the investments 



232 Intelligent Networks 

on new technology and services unless they are sure that the application will work and will pay 
off in a reasonable time span. 

Behind the concept of a system product is the idea that the end user is interested in a 
complete solution only for a given communication problem. The ability to implement costeffec
tively complete system solutions, tailored to the user needs, requires system integration 
capabilities and modularity. 

Besides the basic service, various value-added features play an important role when the 
service is aligned with the requirements posed by a specific application. The basic service can 
be characterized as the platform covered by layers of additional functionalities, which may 
vary considerably depending on the application. The vendors and service providers should be 
prepared to offer terminal equipment, based on a modular concept. At the same time when the 
markets require more flexibility of the products, the costs have to be kept down. In Mar-94 has 
been defmed a concept of a modem product, which optimizes synergetic combinations of 
product elements as platforms. To the generic platform it is important that the tailoring costs 
can be kept as minimal as possible. When creating cost effeetive generic elements and elements 
creting differentation to the system it is possible to answear to the market demand cost 
effectively. 

The tailoring can be supported by a PC/Unix based terminal environment, preferably with 
the windowing option and a API. API enables a flexible design and configuration of the user 
interface, facilitating the system integration in accordance with the needs of a given 
application. The widespread of objectoriented programming makes it possible to create 
modular service component library. The reusability of software increases the productivity 
and enables costeffective tailoring. 

The integration of the various elements into a complete solution requires wide system 
integration knowhow, which is neither available in the operator domain, nor among the 
terminal manufacturers. For the time being, the system integration business activity is 
concentrated mainly on rollabout and on studio videoconferencing, mainly in USA. Outside 
USA, there still are quite few V ARs, having the capability for system integration. In due 
course, this business activity is expected to be diffused to Europe and to multimedia 
communications also. At the very beginning, the system solutions are customised to the in
ternal use of companies, taking into account the requirements of the end user's business envi
ronment. The insight on these requirements is important for all the parties involved to promote 
the market. 

The provisions presented above are necessary, but not yet adequate. Moreover, the timing 
is a crucial factor for success. The significance of the timing will be stressed under such cir
cumstances, when a new product or service is launched in a new market. The first videophones 
were introduced too early to the market, the market being immature to utilize the product, 
among other things, because of deficiencies in the infrastructure. The launch ended in disaster 
to the terminal manufacturer. However, thanks to those enterprises, we now have valuable 
experiences that have been highlighted in this paper. 

4.3 Proposals for the promotion of the multimedia communication to the 
market 

An important thing in offering multimedia technology is the integration to the existing systems. 
As mentioned previously, joint venture trials, consisting of the network operator, service 
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provider, the terminal manufacturer, software supplier, system integrator and the enduser are 
recommendable. That is also the main goal for RACE ACE (Advanced communication 
experiments) projects. The trials and experiments should be carried out in such a way that the 
end users are offered the possibility to test the feasibility of new technical solutions without any 
obligation to commit themselves to the purchase of the equipment concerned. The equipment 
may be rented for a given period and after that the user can buy it off on agreed terms. It is 
essential that the end user is given the choice to first make sure that the investment is beneficial 
and meets his needs. 

Through the trials, the knowledge of how to multimedia communication, in various fields of 
business activities, can be obtained. The tailoring to the user's needs requires modularity and 
standard interfaces, through which the modules are linked together. The most profitable 
business is then the system integration using standard components. The promotional actions to 
be taken are as follows: 
• recognition of the pioneeringminded customers, who want to be at the top of their own 

business, and who are willing to gain experience in multimedia communication in the 
business activities on their own 

• analysis of their business environment and selection of a suitable application for a trial 
• analysis of the requirements, which the application is placing on the equipment and the 

functionalities 
• offering of the equipment and services on profitable terms for the field trial by redressing the 

paid rent, in case the customer is making a purchase 
• subsidizing the rent of the equipment and the service charges, if necessary 
• follow-up of the trial and gathering of the experiences already during the trial 

The competitive edge, gained by the pioneering users, is a technical advance, because the 
competitors are likely to follow up. Besides the technical advance, the pioneering company 
may have the opportunity for cream skimming. Another important point is that, with the aid of 
new services, the end users might establish firmer connections with their customers. 

5. STANDARDIZATION OF MULTIMEDIA SERVICES 

The significance of offering also multimedia services on an open basis is of great 
importance. There has to be created also an open market for terminals and applications. 
Therefore the aim of launching quickly new customised multimedia services in the market 
poses new requirements for service standardization also. The old 3-stage ITU-T model 1.130 
for service standardization should be replaced with a novel service definition framework, which 
is based on the use of a standard set of modular reusable service components and a limited set 
of generic service tasks. This kind of approach enables the use of existing building blocks for 
new service also in the standardization area. This will result to a substantial reduction of work, 
as well as timely introduction of the desired standards, terminals and applications. ITU-T SG 1 
has recently initiated this kind of action, which is intented to be accomplished by the end of 
1995. 
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6. CONCLUSION 

The dominating trend of competition and reduced lifecycles for products is likely diffusing to 
services also, in particular for broadband multimedia services. The added value may be created 
either as a IN-capability in the network node or in an embedded intelligent terminal with 
dedicated sw-packages or as a combination of these two alternatives. It is propable that the 
market for the software supporting customized value creation in the terminals will increase 
radically in the future. Cost-effective provision of customized applications requires a standard 
set of modular reusable platforms with open interfaces. The embedded intelligent terminal 
environment seems most flexible solution in a timely manner to the needs of various 
customized applications. The service provision should adapt to the requirements of customized 
mass production and fast service launch. Stardardization work of teleservices should directed 
to support this trend. 

It can be recognized in the long run that broadband multimedia communication, using 
optical fibre network with digital broadband swithches and the corresponding terminals will 
become a widespread standard in business communication. However under the conditions to 
be expected up to the year 2000 (avaibility, cost), there has to be concentrated on special 
applications which lead to strategic organizational advantages. Like in most teleservices, 
business communications is also expected to be the driving force for the proliferation of 
multimedia communications. During this time span the market potential will mainly be 
determined by the group of highly qualified information professions, i.e. managers, products 
developers, researchers, consultants, experts, marketing specialists and instructors. The pro
motion of this kind of services needs and also deserves a lot of research and profound insight 
about the user needs before we can expect the services to take off. 

The marketing strategy of a telecommunication service should be chosen, taking into ac
count its position on the S-curve. In order to achieve economies of scale and a mass market a 
lot of marketing efforts has to be done. The successful strategies can be completely different in 
different phases of the life cycle of a given product or a service. During the lifecycle there 
happends a shift that changes the characteristic of product from investement commodity to 
consumer electronics. 

At the initial phase of the lifecycle, the cost of the marketing efforts with regard to the 
proceeds is high, as the market is being promoted. The experiences have confirmed the fact 
that, under these circumstances, the products and services pertaining to multimedia especially 
videocommunication are system products that cannot be marketed separately from the larger 
entity they are a part of It seems to be that in the beginning of the market only certain 
components of the system can achieve economies of scale and mass market. 

Besides the basic service, various value-added features play an important role when the 
service is aligned with the requirements posed by a specific application. The basic service can 
be characterized as the platform covered by layers of additional functionalities, which may vary 
considerably depending on the application. The vendors and service providers should be pre
pared to offer terminal equipment, based on a modular concept. A concept of a modem 
product optimizes synergetic combinations of product elements as platforms. To the generic 
platform it is important that the tailoring costs can be kept as minimal as possible. When 
creating cost effective generic elements and elements creating differentation to the system it is 
possible to answear to the market demand cost effectively. 
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Application software are typically system products, which cannot be sold on off-the-shelf 
basis through distributors for a long time. The users want to have new services working on 
their existing systems and they do not want to invest in new equipments only because of the 
multimedia extensions. They want also to experiment and test the usability of a new service in 
a specific application before taking further actions. 

Good way to lower the barrier, encountered by the users, is to establish mutual 
experimental projects, consisting of the service providers, vendors, system integrators, and the 
enduser companies willing to cooperate. In this way application oriented technical and market
ing knowhow can be obtained. 
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