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For Tiny Screens, Some Big Dreams 

By LORNE MANLY
SAN MATEO, Calif.

IN a nondescript office park, hard by a freeway and other markers of suburbia like Circuit City and Trader Joe's, a band of creative souls is working on another staple of the American experience: new forms of entertainment for people to fill the few remaining gaps in their media-oversaturated days.

Digital Chocolate is this company's name, and the business focuses solely on developing games and applications for mobile phones. Although it has some trappings of a Silicon Valley start-up, circa 1999 — one recent morning a 20-something employee rolled up for work here on a skateboard — Digital Chocolate differs in one significant way. Its founder and chief executive, Trip Hawkins, is not a typical bootstrapping young entrepreneur.

Mr. Hawkins, 52, was employee No. 68 at Apple Computer before he left that company in 1982 to start Electronic Arts, now the pre-eminent video game maker. Never shy about expressing his opinions, Mr. Hawkins, not surprisingly, brandishes a theory about programming for the mobile phone.

"Content is just a means to an end, so there's something to talk about," he said. In other words, social connection trumps all.

Accordingly, Digital Chocolate's creations appear decidedly low-tech, the easiest-to-use games possible without fancy graphics or elaborate storytelling. And its newest games and entertainments are designed to foster conversation, flirting and in the case of M.L.S.N. Sports Picks (for Mobile League Sports Network), a little friendly trash talking.

In this interactive sports game show, which costs $2.99 a month, people can compete against friends by predicting outcomes of sporting events, like how many points Tim Duncan of the San Antonio Spurs will score in his next game. The system keeps track of the standings for bragging rights.

That resulting connection, that social interaction, can be much more lucrative than costly, classic content, in Mr. Hawkins's estimation. The first big mobile hit will be a completely original creation, he contends. "If you're going to really establish something as a new medium, you can't do that with content that is derivative and a second-class version of another medium," Mr. Hawkins said.

Needless to say, plenty of entertainment and media companies do not share that pointed opinion. From Hollywood to the Bristol, Conn., campus of ESPN, companies are spending hundreds of millions of dollars to adapt their current brands in television, movies, games and news and information to the tiny screens of mobile phones, and creating new programming. 

The creative team behind "Lost" on ABC plans to produce video diary segments, two to three minutes long, for cellphones. CBS is pushing ahead with a made-for-mobile soap opera. Last week, HBO's "Entourage" began shooting mini mobile episodes focusing on the exploits of two of its characters, Turtle and Johnny Drama. And NBC is creating casual games based on the fractured, deadpan humor of "The Office"; they will be available this summer. 

Ultimately, whoever guesses correctly the kind of bite-sized, time-wasting distractions people want to snack on over their phones could be showered with a bonanza of profits, at a time when technology is squeezing the traditional businesses of media and entertainment companies.

Still unclear, however, is how eager Americans will be for all this mobile phone content and how much they will want to spend on top of already-hefty monthly cellphone bills. "Consumers right now are not really looking at the phone as more than a way to communicate," said Linda Barrabee, an analyst at the Yankee Group, a research firm based in Boston.

In the United States, analysts estimate that only about five million people own third-generation, or 3G, phones, the ones designed to play decent-quality video and music. Only about two million have signed up for data and video packages, which cost anywhere from $10 to $25 a month. 

The Yankee Group estimates that pure mobile entertainment — games, music and video — accounted for about $500 million last year, less than 5 percent the wireless carriers' data revenue. And the data revenue represented a small fraction of voice revenue. While people are watching video on their phones in increasing numbers, another researcher, eMarketer, predicts that even by 2009, fewer than 10 million subscribers will be willing to pay for premium services.

STUDYING such numbers convinced Mr. Hawkins to tailor his games to a more lucrative piece of the mobile phone business. (He started Digital Chocolate in 2003 with an investment of $8.3 million from two venture capital firms as well as Robert W. Pittman, the former chief operating officer of AOL Time Warner; an additional $13 million, from other investors, came in 2004.) 

"Because it's when you're mobile, you're the most socially needy and vulnerable and insecure, and that's when the one platform you have is the mobile, wireless platform," Mr. Hawkins said.

Digital Chocolate's summer release, The Hook-Up: Ava Flirting, allows players to create an avatar, an image representing the user in a virtual reality, and interact with others' avatars, in a PG-13 setting. People willing to spend $2.99 a month can decide everything from their avatar's hair color to shoe choice and then socialize in settings ranging from a hip nightclub to a library. Then they can compare notes with friends about their adventures.

There is also the potential, if the two avatars hit it off and are willing, to exchange text messages and perhaps meet in real life. 

While he says he believes that this kind of original material will be the most successful form of mobile programming, Mr. Hawkins concedes that conventional media offerings — movies, music and games — will also find a market on cellphones, just not a particularly valuable one. 

"Of course you're going to use the devices and the network for a variety of things," he said. "But it's not going to be your favorite way to watch a TV show or watch a movie or listen to high-fidelity music, or play an immersive game. There are bigger screens, there are bigger boxes, with more power electronics in them, that are in environments that are more conducive to a high-fidelity experience." Entertainment and video game companies, he added, "have big businesses they need to protect, so it's just a natural tendency to play defense."

Mr. Hawkins's disdain of established entertainment company behavior, however, may be in part recognition of his competitive situation. He finds himself up against bigger companies like Electronic Arts, which has solidified its lead in the mobile game marketplace through mobile versions of hits like Madden NFL and Need for Speed and the $680 million acquisition last year of Jamdat Mobile, home to Tetris. He has also been wrong before. His early 1990's foray into digital video console and games development, 3DO, floundered, and eventually filed for Chapter 11 bankruptcy protection in 2003.

Digital Chocolate does not disclose revenues, but it has said it expects to be profitable in the next year. 

At traditional media conglomerates, some early financial figures on mobile-content revenue, though small, cheer top executives. In a conference call last month with analysts, Leslie Moonves, chief executive of the CBS Corporation, said the company's deal with Verizon Wireless to show CBS material — including video clips of "Survivor" and "The Late Show With David Letterman" — on its VCast network will bring in about $3 million in subscription revenue this year.

Peter F. Chernin, president and chief operating officer of the News Corporation, said at a Milken Institute conference last month that the short-form series spun off from the Fox series "24" was profitable thanks to payments from wireless carriers around the world. (He declined to disclose the profits.) And for its newest miniaturized series, "Prison Break: Proof of Innocence," Fox sold a sponsorship and product integration package to Toyota. 

There is some common ground between wildcatters like Mr. Hawkins and Fortune 500 executives in trying to crack the elusive code for moneymaking products in this new medium. In theory, everyone agrees that merely plunking down reformatted programming from other media, like television, does not work because that does not make the most of the mobile phone's particular attributes, like text messaging.

BUT the big entertainment and game companies are loath to toss away the brand names in which they've invested so heavily just to start fresh in a new medium. Van Toffler, president of MTV Networks Music/Logo Group, said that in the short term, with an audience unfamiliar with what is possible on a phone, well-known brands can cut through the clutter of games, ring tones, wallpaper and other cellphone accessories. More people will gravitate toward outtakes from "Punk'd," the MTV show in which the actor Ashton Kutcher plays pranks on unsuspecting victims, than will embrace a made-for-mobile program like the new "Dingo Ate My Video," in which odd-looking puppets dissect music videos with loving derision.

Salil Dalvi, vice president for digital media/wireless at NBC Universal, frames the issue a bit more bluntly. "Why would we throw away the huge brand equity from 'Access Hollywood?' " he said.

As with many early efforts in a burgeoning medium, the first mobile shows and games borrow more from the past than truly inhabit their new homes. And the creative quality can sometimes be questionable. The early reviews of Fox's miniaturized series, for which the company trademarked the term "mobisode," have not been particularly strong. The biggest knock on "24: Conspiracy" was the lack of involvement of the show's writers and cast.

Fox executives, however, point proudly to an Emmy nomination in the new category of broadband and mobile content, and are pleased with the new "Prison Break" episodes made for cellphones. But the latest batch of "24" mobile content is merely regular TV episodes boiled down to two-minute bite-sized chunks.

The "24" experience of creating second-tier material for cellphones weighed on the thinking of Carlton Cuse and Damon Lindelof, the executive producers of "Lost," as executives at ABC and its parent, the Walt Disney Company, urged them to venture into wireless storytelling. "Conceptually for us, the key was it had to be up to the quality standards of the series, and that required me and Damon to oversee it," Mr. Cuse said.

The executive producers insisted on using their cast members. ABC, after much wrangling, hammered out deals with the various Hollywood unions, including the Screen Actors Guild. "For us, putting two strange, non-S.A.G. people on the island isn't 'Lost,' " he said. "We don't want people to feel cheated or ripped off."

The point of departure for their cellphone series, called "The Lost Diaries," will be the discovery of a video camera. That will allow Mr. Cuse and Mr. Lindelof — who plan to write the two- to three-minute episodes — to use the tiny screens of cellphones to provide more intimate portraits. "It allows you to get deeper into the character, like a diary entry allows you to see deeper into someone's life," Mr. Cuse said.

This kind of experimentation has begun to yield some insights into what kinds of content appeal to consumers and how that programming should be delivered. Ryan Hughes, director of content and programming at Verizon Wireless, said that comedy and entertainment shorts do much better than news clips.

Jeremy Laws, a senior vice president of the Universal Studios Consumer Products Group who runs its mobile entertainment unit, said games with clear identities, like its Battlestar Galactica single-shooter game and offshoots of the "Fast and Furious" series, were doing well. 

Eric Kessler, president of sales and marketing at HBO, said it discovered that subscribers to HBO Mobile on Cingular Wireless (paying $4.95 a month) wanted recaps of its Sunday night original television series — immediately. The results were five-minute versions of "The Sopranos" and "Big Love." made available the next day.

AT the media company that is arguably embracing the mobile world most aggressively — ESPN — there appears to be no limit to the amount of personalized information that consumers demand. It has made a big bet on Mobile ESPN, deciding to sell a special phone under its own brand name and to handle all the customer support. 

For monthly fees ranging from $39.99 to $199.99, subscribers can get game updates, breaking news and other material. To watch video and to get news alerts, they have to pay an additional $24.99 a month.

Even though the editors and product managers understood that the first buyers for this phone would be die-hard sports fans, "I don't think we realized how voracious sports fans are," especially those in fantasy sports leagues, said J. Kieren Portley, product realization manager for Mobile ESPN.

As Mr. Portley, the Mobile ESPN editor Anthony Mormile and others adapt material to the phone, they have learned some tricks of the trade. Wide-angle shots are to be avoided, while slow-motion clips are to be welcomed. The sweet spot for video clips appears to be between 45 and 75 seconds. Short clips of confrontational conversations, like the big finish on the talk show "Pardon the Interruption," are popular, and the network's hosts and guests can satiate users' hunger by providing punchy, informal commentary that they do not have time to deliver on the air.

Just how lucrative ESPN and other companies' mobile efforts will be remains murky. In a conference call earlier this month, Tom Staggs, Disney's chief financial officer, told analysts that the ESPN phone had not quite performed to financial expectations, but he expected lower pricing and new marketing to remedy that. 

All content providers face an unclear business model, with subscriptions, à la carte sales and ad-supported free models jockeying for position. They also have to deal with carriers who have different technical specifications and provide, in effect, the world's smallest retail mall because of the tiny nature of their phones' screens. And they must figure out the role that user-generated content will play in the mix.

"Most content providers get it," said John R. Burbank, vice president for marketing at Cingular Wireless, referring to their understanding that they must create compelling new content. "But the fact is, no one knows what 'it' is.

"We don't know the secret formula, and it's not going to be something that will be divined by sitting in a room and thinking about it." 

