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The Quest for Another Mobile Platform

BY YUN-HEE KIM
AND THOMAS GRYTA

Some of the world’s biggest
handset makers and telecom carriers are embracing alternative mobile operating systems this year in
a quest to become credible challengers to smartphones run by Apple Inc. and Google Inc.
These companies are hoping they
can outgun attempts by Microsoft
Corp. and Research In Motion Ltd.
to emerge as a third alternative platform to the iPhone and Android devices, which have a virtual stranglehold on the market.
Manufacturers such as Huawei
Technologies Co., LG Electronics
Inc. and ZTE Corp. are building
phones for Mozilla’s Firefox OS due
out this year with the support of
several major carriers.
The first mobile phone using Tizen, a system co-developed by Samsung Electronics Co. and Intel
Corp., is slated to be unveiled in the
third quarter. London-based Canonical Ltd. is making a smartphone version of its Linux-based computer operating system called Ubuntu, with
plans to ship the software on phones
through mobile operators in the
early part of 2014.
And Jolla Ltd., a Finland startup,
plans to launch a smartphone based
on its own proprietary “Sailfish”
platform later this year.
Handset makers and telecom operators say diversification is needed
to bring down the cost of handsets
and subsidies. Some of them also
fear that market leader Google is be-

coming too dominant.
But any new mobile operating
system faces an uphill battle against
deep-pocketed early movers Google
and Apple. In order to gain meaningful market share, a third alternative
needs to earn the support of handset
makers, carriers and app developers.
Even some executives of handset
makers that are supporting alternative operating systems such as Firefox privately express some skepticism.
The alternative platforms must
be able to attract enough software
developers to create good native applications for the devices—something even BlackBerry and Microsoft
have been battling to achieve.
“Adopting a new platform is like
an insurance policy and success
isn’t guaranteed,” said one executive
at a handset maker.
For years, Samsung and Nokia
Corp., two of the world’s biggest
handset makers, invested in their
own operating systems with little
success despite their scale and relationship with carriers because they
weren’t able to attract developers to
create good applications.
Nokia’s Symbian and Samsung’s
Bada had unfriendly user interfaces,
slow browsers and they didn’t
seamlessly sync with other devices.
As a result, Nokia ended up dropping the Symbian platform in favor
of Microsoft’s Windows-based devices. Samsung plans to integrate
Bada into Tizen.
“If Microsoft with almost unlimited resources can’t break in, it’s going to make someone think twice,”
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said Gartner analyst Hugues de la
Vergne.
Last year, Android and Apple’s
iOS accounted for 87.6% of the 722.4
million smartphones shipped worldwide, up from 68.1% in 2011, according to data from market-research
firm IDC.
Samsung is the single-biggest
maker of Android smartphones and
will continue to use Google’s software for its phones. But J.K. Shin,
co-chief executive of Samsung, said
the company is also open to other
operating platforms like Tizen to
give consumers and telecom operators more flexibility.

To improve its user interface and
software for Tizen, Samsung has
been luring app developers and
software engineers from overseas
including India, Mr. Shin said.
Canonical product manager Richard Collins said that Ubuntu has a
growing developer community and
it supports native apps.
He said Ubuntu makes it quicker
and easier to find apps and content
than other smartphones by swiping
from the screen edges rather than
going in and out with the home button to find and switch applications.
Canonical also has a partnership
with Qualcomm Inc. to launch a device that will use the U.S. company’s
chipsets.
“We want to offer a viable, nonfragmented alternative to Android
where both mobile operators and
OEMs have a greater degree of flexibility for both service and user interface customization,” Mr. Collins said.
Mozilla says lower costs are a
key motivation for the new ecosystems. While the developed world
has deep penetration of smartphone
use, that isn’t yet true in emerging
markets and having an accessible
price point will be important.
“Several billion people are going
to come online in the next few years
with their first smartphone,” said
Mozilla Chief Operating Officer Jay
Sullivan. The organization expects
Firefox OS devices to launch this
summer, first in Colombia, Poland,
Spain and Venezuela.
Firefox is based on HTML5 technology that is used on many websites and allows easier integration

with the mobile browser.
Tizen and Ubuntu also use
HTML5 in their development, something that should allow applications
on both operating systems to be interoperable.
More
important,
HTML5 removes a layer of software
from Android, said Mr. Sullivan, and
thus drives down the cost of hardware needed to run it.
Another entrant, Jolla, says its
‘Sailfish’ platform is a second-generation operating system like BlackBerry’s BB10 and is easy to use because it has a gesture-based user
interface and is designed to avoid
patent litigation.
“Android is open and can be
used by licensees and the user interface can be modified, but these
modifications are not supported by
Google’s release,” said Jolla Chairman Antti Saarnio. “Sailfish is designed to support the business partners’ business models.”
Jolla, established by former
Nokia engineers, set up a Hong
Kong office last December and is
aiming to expand in China with
mid-to-high end smartphones.
“In the short term, these new
mobile operating systems will not
make a significant dent in the market,” said Ramon Llamas, research
manager at IDC.
“But from a long-term perspective, I expect Android to feel more
pressure…and until Apple reveals a
low-cost iPhone, other operating
systems are going to be in a position
to take share,” Mr. Llamas said.
—Amir Efrati
contributed to this article.
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Microsoft’s willingness to shift
strategy on Windows 8 is a test for
Microsoft Chief Executive Steve
Ballmer, who placed a high-profile
bet on a computing philosophy that
PCs, tablet computers and smartphones should share common elements, style and underlying software.
The hiccups for Windows 8, however, have spotlighted the sometimes-awkward fit when a software
is grafted onto both a tablet computer used for watching movies and
surfing the Web, and on a 27-inch
desktop computer primarily for
workplace functions. Microsoft rival
Apple Inc. has different software for
tablets and for computers, believing
the tablet is a separate computing
category altogether and it shouldn’t
try to be a PC in a different guise.
As part of a wave of changes Microsoft is planning in coming
months, Ms. Reller also outlined
how Microsoft is working on helping
people overcome obstacles to learning a dramatically revamped software, altering the shopping experience for consumers, getting more of
people’s favorite apps available for
Windows 8, and making sure a
wider array of Windows 8 computing devices will be on sale.
Ms. Reller said what Windows 8
users and retailers have said for
many months—Windows 8 is a better experience on touch-screen computers—and vowed that Microsoft
will put all its weight behind touchscreen devices. But Ms. Reller conceded Microsoft missed a sales opportunity by not having enough
touch-screen Windows 8 devices out
of the gate.
“If we could have done a better

job accomplishing that in the holiday launch or in the selling season
following, that certainly would have
made a positive difference,” Ms. Reller said. She said Microsoft has been
having discussions with PC makers
such as Dell Inc. to help them figure
out what devices should get the
most attention.
Microsoft also missed a sales
boom of the small tablets that suddenly became popular with consumers last fall. People familiar with Microsoft’s product plans have said the
company didn’t anticipate the rise
of sub-8-inch tablets, which comprised nearly half of the tablet market in the fourth quarter, according
to IDC.
Ms. Reller in the interview said
Windows technical staff responded
“awfully darn fast” to the surge of
sales of devices such as Google
Inc.’s 7-inch Nexus tablet and Apple’s 7.9-inch iPad Mini.
Ms. Reller declined to discuss
Microsoft’s plans for more homegrown computing devices in addition to two models of its Surface
tablet-style computer introduced
since October. The Wall Street Journal has reported Microsoft is working on a new lineup of its own devices including a 7-inch tablet.
For the updated Windows software, Microsoft plans two updates
in coming weeks.
First up will be details about
pricing, packaging and an official
name to replace the Blue code name.
The new software will be available
later this year in time for the holiday season, Ms. Reller said.
A second Blue update will explain the technical vision, address
customer feedback about Windows
8 and outline options for new types
of Windows 8 machines, she said.

FOCUS ON TURKEY

The nation’s
banking boom
continues

enterprises finance.
Turkey offers opportunities to
develop capital markets, Mr.
Tsitsiragos says. “The financial
sector has done well and is well
managed. The banks are
competitive. It’s one of the few
markets for investment into the
banking sector—Russian banks
and some Middle Eastern banks
are acquiring Turkish assets. But
it will be good for Turkey to focus
more on capital markets to
finance infrastructure,” he says.

bY makIng JudIcIous cuts and scalIng back on loans
the fInancIal sector has maIntaIned good health

A

healthy financial
sector has been a
key driver of
economic growth
in Turkey over the
past decade—something few
other countries around the
world can claim.
When the global financial
crisis began in 2008, “Turkish
banks were well-capitalized.
Their open positions were at
relatively sound levels and
non-performing loans were at
low levels,” says Caner Bakir,
associate professor of international political economy at Koç
University in Istanbul.
Turkey’s bank-capital-to-assets
ratio was 12% last year, a level
that’s held steady since 2008,
according to the World Bank. By
contrast, Germany’s ratio was
4.4% last year. Under the Basel II
international banking rules the
core capital ratio must be 7%,
with certain exceptions.
Turkey’s sole weakness was
its reliance on foreign shortterm capital inflows, which
shrank dramatically when the
crisis hit. “Offshore funding
opportunities were limited and
the cost was high,” Dr. Bakir
says. “That was a big challenge
for Turkish companies and the
banking sector.”

FOREIgN ExcHaNgE maTTERS

Foreign exchange dried up.
“Short-term foreign exchange
inflows are very important for
economic growth in Turkey,” Dr.
Bakir says. Turkey’s central bank
responded by injecting liquidity
into the market through several
avenues. It suspended foreignexchange buying auctions and
launched foreign-exchange
buying options; it increased
transaction limits for commercial
banks in the foreign-exchange
deposit market; it reduced
lending rates; it lowered the
foreign-exchange reserve
requirement to 9% from 11% and
it increased export limits. In
addition, it increased export
rediscount credit limits and
relevant legislation was reconfigured to make it easier for
exporters to access credit, Dr.
Bakir says.
Meanwhile, the global
economic crisis was reducing
demand for Turkish exports,
especially to the European Union.
The central bank responded by
lowering “its policy rates more
than any other central bank in

emerging markets operating in
an inflation-targeting framework in 2009,” Dr. Bakir says.
“The cuts were vital in affecting
economic activity.”
At the same time, banks—
wanting to avoid risk—scaled
back new loans. Loans to small
and medium-size enterprises
(SMEs) declined sharply in the
economic downturn, though
consumer, commercial and
corporate loans shrank as well,
he says.

EcONOmy HaS blOOmEd

Since 2010, Turkey has
observed increased foreign
capital inflows, bank loans have
grown about 11% a year and as
much as 16% at the end of last
year, and the economy has
bloomed, with 9.2% growth in
gross domestic product in 2010,
8.5% in 2011 and 2.2% in 2012.
Profits in the banking sector rose
19% last year to 23.6 billion lira
($13 billion), according to the
Turkish Banking Regulation and
Supervision Agency.
The boom in banking is likely
to continue in 2013, thanks to
low interest rates. Turkish banks
expected a rise in demand for
retail and commercial loans this
year, according to a central
bank survey.
Demand for credit is particularly strong from SMEs, which
account for about 70% of jobs in
Turkey. The biggest constraint
for SMEs to grow is a lack of
access to financing, says Dimitris
Tsitsiragos, vice president,

“It’s one of the few
markets for Investment
Into the bankIng
sector—russIan banks
and some mIddle eastern
banks are acquIrIng
turkIsh assets.”
Europe, Central Asia, Middle
East and North Africa for the
International Finance Corp., who
is based in Istanbul.
Almost 65% of bank loans go
to commercial and corporate
enterprises, including SMEs,
says Dr. Bakir. “The banking
community these days are keen
to make loans to these enterprises. SME profit margins are

FURTHER OPPORTUNITIES

Profits in Turkey’s banking sector rose 19% last year, according
to the Turkish Banking Regulation and Supervision Agency.
relatively high.”
However, SMEs also present
problems for Turkey’s compliance with Basel II, because SMEs
often lack proper accounting
systems and don’t have credit
ratings, he says.
Access to financing is the top
complaint about doing business
in Turkey, cited by 14.1% of
respondents in the World
Economic Forum’s Global
Competitiveness Report for
2012-2013. Turkey ranks No. 44

out of 144 countries for financial
market development in the report.
In the European Bank for
Reconstruction and Development’s 2012 Transition Report,
Turkey scores between 3-minus
and 4-minus on a scale from 1
(standards of a centrally planned
economy) to 4-plus (standards of
an industrialized market
economy) for the development
of its banking, insurance, private
equity, capital markets and
micro, small and medium

Long-term corporate bonds
are starting to be issued in capital
markets, Dr. Bakir says, though
it still doesn’t constitute a large
portion of external funding
for companies.
Other opportunities in the
financial sector include retirement and insurance, both
underdeveloped to date. A
government program subsidizes
savings set aside for retirement
funds, and Turks are taking
advantage, he says. Just as more
Turks are adopting personal
retirement savings, they also are
buying insurance. “A lot of
people didn’t have property
insurance for their homes or
cars, or health insurance, so the
potential is huge,” he says.
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