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It’s a new world out there.
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Digital convergence has revolutionized daily life—and business along with it. 
Generation Y is leading the charge by pushing the boundaries of existing 

technologies, adapting them for uses their designers never even imagined. And 
as this generation hits the workforce, they are bringing their maverick approach 
to the office. The result?

 Business will never be quite the same.
Fortunately, no organization has to face this uncertain landscape alone. In an 
environment characterized by disruptive innovation, global competition, and ever-
changing business models, KPMG’s Information, Communications & Entertainment 
practice helps companies measure, manage, and mitigate their financial, operational, 
and regulatory risks. One way we do this is by publishing a wide variety of research 
that offers deep insight into evolving business conditions and trends.

From the social and technological forces that have made digital convergence a 
reality to the rules surrounding pricing and financial reporting in various geographies, 
KPMG’s publications study the topics that have a real impact on the way compa-
nies operate. The Consumers and Convergence report provides a snapshot of  
our starting point with a broad survey on consumer adoption of digital content 
and Web 2.0 technologies. 

In the Enterprise 2.0 series, we offer a closer look at the implications of the con-
vergence revolution: How might collaborative and social networking technologies 
change the way we work? Which technologies are making a real difference? Other 
reports analyze the outlook for specific regions, industries, and business functions.

The future of technology starts now. How would you compete in a converged 
world? Start here to find your answers.

Gary Matuszak, Global Chair 
Information, Communications & Entertainment

Sean Collins, Global Sector Chair 
Communications & Media
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	 Part 1: �Fad or Future? The Business Role for Social Software Platforms
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Generation Y took digital media 

by storm when it started using 

technology in ways no one 

expected. Today, less than  

15 years after most people first 

heard of the Internet, digital 

media rules our lives. But media 

convergence is changing more 

than just the way we live. It is 

transforming the way companies 

in virtually every industry find, 

connect with, and develop  

relationships with customers.  

In these reports, KPMG explores 

the social and economic forces 

that shape the way people use 

digital technologies—and how 

those forces will change the 

face of business forever.
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 • • • • •  T H E  C O N V E R G E N C E  R E V O L U T I O N2 

Consumers and Convergence II 

In recent years, consumers have 
started to view media content as sepa-

rate from its delivery device. Phones, 
computers, and televisions all offer 
similar multimedia content delivery capa-
bilities, so people increasingly expect a 
similar user experience across devices 
and locations. Consumers want ease of 
use, convenience, and choice, and they 
want content and service providers to 
reflect these needs in their offerings.

This groundbreaking report, now in its 
second year, surveyed nearly 4,400 

consumers in Asia, Europe, and the Americas to examine 
consumer adoption of digital content and Web 2.0 tech-
nologies. The results shed light on consumer behavior—
specifically the factors that keep a consumer loyal to a 
given carrier, content provider, or platform— and the  
factors that might persuade them to switch. 

The survey report, Consumers and Convergence III, will 
be available in winter 2008  –  2009.

“The implication of consumer 
price expectations for converged 
services has to be alarming for 
service providers, because it 
cuts to the heart of the strate-
gies carriers are using to attract 
and retain customers—the 
triple- or quadruple-play of ser-
vices. Providers are bundling to 
maximize customer convenience 
to increase customer growth 
and loyalty, and their customers 
aren’t buying it.”

Sean Collins  
Global Sector Chair, 
Communications & Media

Sean Collins 

Sean has undertaken major assignments for large 
European and worldwide companies, including 
financial management advisory, mergers and acqui-
sitions, bid defense, disposals, flotations, profit and 
cash forecasts, and new investments in more than 
20 countries.
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Enterprise 2.0

Part 1: �Fad or Future? The Business Role 
for Social Software Platforms

Part 2: �The Benefits and Challenges  
of Adoption

Part 3: �Tales from the Trenches  
(slated for publication in fall 2008)

When Time magazine named “You” 
person of the year in 2006, it con-

firmed what high tech industry watchers 
have claimed for some time: Web 2.0 
has turned traditional media content and 
the economics of the media business 
upside-down. But is the success of Web 2.0 sustainable? 
Can Web 2.0 technologies—which are primarily applied in 
the social sphere—be used to make business more efficient 
and effective?

The first report in this series explores potential uses for 
Enterprise 2.0 in a business setting. How can collaborative 
applications help companies tackle the key managerial  
challenges of the twenty-first century— namely knowledge  
sharing and management, problem solving, innovation,  
and collaboration? And what are the potential barriers to 
adoption? 

Read Enterprise 2.0: Fad or Future? The Business Role for 
Social Software Platforms to learn more.

“For those companies that 
wish to use E2.0 technolo-
gies, security is of course 
a concern, but the culture 
of an organization can also 
impact successful adoption. 
The issue is twofold: Social 
networking requires a high 
volume of active participants 
and regular postings—many 
wikis and blogs fail due to 
lack of interest, so commit-
ment is key for companies 
taking this route. Equally, 
institutional cultures or norms 
that work against sharing 
information, either because of 
concerns about confidential-
ity or because of hierarchical 
structures, will also impede 
progress.” 

Sean Collins  
Global Sector Chair, 
Communications & Media



 4 • • • • •• • • • •  T H E  C O N V E R G E N C E  R E V O L U T I O N 4  T H E  C O N V E R G E N C E  R E V O L U T I O N  

E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report. ©
 2

00
8 

K
P

M
G

 In
te

rn
at

io
na

l. 
K

P
M

G
 In

te
rn

at
io

na
l p

ro
vi

de
s 

no
 c

lie
nt

 s
er

vi
ce

s 
an

d 
is

 a
 S

w
is

s 
co

op
er

at
iv

e 
w

ith
 w

hi
ch

 t
he

 in
de

pe
nd

en
t 

m
em

be
r 

fir
m

s 
of

 t
he

 K
P

M
G

 n
et

w
or

k 
ar

e 
af

fil
ia

te
d.

 A
ll 

rig
ht

s 
re

se
rv

ed
. 0

80
30

8

The second report dives deeper into 
issues surrounding the adoption of Web 
2.0 technologies in a corporate environ-
ment. Social networking technologies 
have the potential to enhance collabora-
tion, innovation, and employee produc-
tivity—but how can companies measure 
those benefits? And how should they 
handle the security risks inherent in infor-
mation sharing? In Enterprise 2.0: The 
Benefits and Challenges of Adoption you’ll 
learn more about how executives around 
the world address those questions. 

In the third installment of this report, Tales 
from the Trenches, which is slated for 

release in fall 2008, executives from prominent businesses 
will share the lessons they’ve learned as their companies 
have adopted Web 2.0 technologies.

“There are also cultural barri-
ers to the adoption of Web 2.0 
technologies in organizations, 
particularly in industries that are 
historically more conservative 
and where data protection is 
critical. As organizations begin 
to realize the effects of Web 2.0 
on internal productivity and inno-
vation, many more will look to 
expand externally and connect 
with customers, partners, and 
suppliers, further emphasizing 
the need for governance and 
security policies.”

Gary Matuszak  
Global Chair,  
Information, Communications  
& Entertainment

Gary Matuszak

A frequent speaker on topics impacting the tech-
nology industry, Gary has devoted virtually his 
entire career to serving the needs of fast-growth 
technology companies. He has been very instru-
mental in developing industry positions on several 
emerging issues that impact the software industry 
and served as the chairman of the AICPA Software 
Revenue Recognition Task Force.
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The Digital Bubble: Balancing 
Operational Challenges  
with Growth

Digital content and its many distribu-
tion platforms are changing the way 

consumers create, edit, and distribute 
content. These changes present many 
attractive market opportunities—as well 
as new risks. One of the potential dan-
gers is the risk of a digital “bubble” that 
would be similar to the dotcom bubble 
in the early 2000s. Whether this type of 
phenomenon actually occurs will depend 
on a variety of factors such as continued 
investment trends and expansion strate-
gies as well as whether companies in all industries are able 
to execute the operational aspects of their digital strategies.

KPMG’s Digital Bubble paper addresses some of the  
market conditions media and communications companies 
face in a digitized world, including those that would point to 
the rise of a digital bubble. 

Read The Digital Bubble to find out:   
• �What opportunities can companies expect in the current  

environment?  

• �How can organizations take an enterprise-wide approach 
to identifying and managing digital risk?  

• �What can companies learn from the recent dotcom bubble 
that would help them avoid repeating the mistakes?   

“The enthusiasm behind digi-
tal transformation, should it 
continue at the pace recently 
seen, suggests the potential 
for development of a digital 
bubble. Whether such an eco-
nomic phenomenon develops 
will depend on a variety of 
factors, including whether 
companies throughout the 
industry are able to execute 
the operational aspects of 
their digital strategies.”

Carl Geppert  
Sector Leader, 
Communications & Media, 
KPMG in the U.S.

E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report.

Carl Geppert 

Carl has more than 27 years of experience assisting 
communications and media companies in address-
ing significant financial, regulatory, information 
technology, and business issues. Carl has extensive 
advisory experience in working with wireline, wire-
less, and broadband/Internet carriers, addressing 
risks related to retail, wholesale, interconnection/
access, and miscellaneous revenue.
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E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report.

The Impact of Digitalization— 
A Generation Apart

In just a few short years, Web 2.0 has 
thrown traditional media companies into 

turmoil. Generation Y is using technology  
in ways that vendors never anticipated. 
The cost of media distribution has declined, 
making a wider range of content more com-
mercially viable. User-generated content 
and collaboration are making it more difficult 
for media outlets to capture and monetize 
user attention—and are forcing the industry 
to rethink the entire Western copyright and 
intellectual property system. 

At a more fundamental level, collaborative technologies 
are eroding common national cultures. People are building 
online communities with others who share their interests 
at home and abroad. How will the media habits and prefer-
ences of Generation Y continue to shape the technology 
industry? Can companies use the “wisdom of crowds”  
to their advantage? 

Learn more in this report about what it means to conduct 
business in an economy based on content creation rather 
than consumption.

“While traditional media remain 
popular across the age groups, 
Generation Y is increasingly 
looking to the Internet as a 
source of news and social inter-
action. Media companies wish-
ing to stay ahead of the curve 
should consider experimenting 
with new business models, 
alongside their existing ones, in 
order to stay competitive.”

Sean Collins  
Global Sector Chair, 
Communications & Media



E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report.

photo

©
 2

00
8 

K
P

M
G

 In
te

rn
at

io
na

l. 
K

P
M

G
 In

te
rn

at
io

na
l p

ro
vi

de
s 

no
 c

lie
nt

 s
er

vi
ce

s 
an

d 
is

 a
 S

w
is

s 
co

op
er

at
iv

e 
w

ith
 w

hi
ch

 t
he

 in
de

pe
nd

en
t 

m
em

be
r 

fir
m

s 
of

 t
he

 K
P

M
G

 n
et

w
or

k 
ar

e 
af

fil
ia

te
d.

 A
ll 

rig
ht

s 
re

se
rv

ed
. 0

80
30

8

In
du

st
ry

R
ep

or
ts

Industry Reports

Convergence is an unstoppable  

force that is transforming 

businesses of all kinds—but 

different industries will feel 

the impact in different ways. 

Understanding the changes  

that are under way can help  

you dodge potential pitfalls and 

put your company on the path 

to success in the digital world.  

In these reports, KPMG studies  

the particular challenges of 

technology industries to provide 

deep insight into industry-specific 

business problems.
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The Consumer Electronics Boom: 
How Semiconductor and Consumer 
Electronics Companies Can Improve 
Cost, Time-to-Market, and  
Product Quality

With digital cameras, TVs, and MP3 
players high on everyone’s wish 

lists, the demand for consumer electronics 
products has skyrocketed over the past few 
years. The result has been a boon for both 
consumer electronics and semiconductor 
manufacturers. 

But the growing reliance on these products 
and the need for shorter development cycles are increasing 
the pressure on these manufacturers to improve the design 
processes that help create these products and bring them 
to market faster.

This KPMG survey of senior engineering executives identi-
fies the critical issues inhibiting faster development and pro-
duction. The survey addresses key areas such as revenue 
and profit, time-to-market, and original equipment manufac-
turer (OEM)-supplier relations. The ongoing success of the 
consumer electronics industry is based on the continued 
coordination and collaboration of this integral relationship. 

Read this study to get to the bottom line: if OEMs and sup-
pliers cannot find common ground, both could suffer from 
missed opportunities and significant profit erosion.
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Bringing Regulation into the 
Boardroom

Regulatory challenges are now an increas-
ingly visible part of running a communica-

tions company. Despite the strategic nature 
of the regulatory function, corporate and regu-
latory executives are frequently not on the 
same page because regulators are seen as 
specialists rather than true business partners. 
To truly integrate regulatory requirements 
with corporate strategy, executives and board 
members need to understand more about 
how regulation affects the business—and 
regulatory professionals must develop excep-
tional negotiation and communication skills.

Based on the findings of this KPMG survey, it is clear that 
many communications companies lack the regulatory capa-
bilities to cope with a truly converged marketplace. Despite 
the fact that the regulators have not yet devised a system 
for seamless operation, there is no excuse for a major 
player in the communications industry not to have a fully 
integrated organization. 

How can you take your company’s regulatory function from 
ivory tower to integral? Read this report for some valuable 
insights.

“It is essential that communica-
tions companies take a proactive 
approach to defining and agree-
ing on their regulatory strategy if 
they are to prosper in an increas-
ingly converged world.”

David Thomas  
Director and Head  
of Communications Regulation, 
KPMG in the U.K.

David leads KPMG’s regulatory 
practice in the United Kingdom 
and chairs its global communica-
tions regulatory panel. He advises 
operators and regulators around 
the world on regulatory strategy 
focusing recently on pricing and 
separation issues.
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Growth, Challenges, and 
Competition in the Global 
Semiconductor Industry: A Survey 
of Industry Executives

At KPMG we believe that the semi-
conductor industry is a reliable leading 

indicator for the technology industry as 
a whole and for the electronics industry 
in particular. So where is the industry 
heading, and what does that mean for 
technology companies in other sectors?

In the past, the personal computing 
industry drove much of the demand for 
semiconductors. But now consumer 
appetites are shifting toward other con-

sumer electronics such as PDAs and MP3 players, which 
are becoming increasingly powerful even as they drop in 
cost. Semiconductor manufacturers are facing a difficult 
dilemma—how do they continue producing ever more 
powerful chips, yet sell them at lower prices?

Cutting costs is one way to maintain the profit margin. But 
this survey of the top 100 semiconductor makers strongly 
points to another clear trend as the key to revenue growth: 
industry consolidation. 

Study this survey and find out how these forces could 
affect your business in the months and years ahead.

“Semiconductor executives 
are grappling with profitability 
outlooks while dealing with the 
dynamics of increased compe-
tition, pricing pressures, and 
manufacturing challenges. The 
focus right now is on maintain-
ing a growth path, which points 
to continued spending, although 
at muted levels, and potential 
consolidation in the industry.”

Gary Matuszak  
Global Chair,  
Information, Communications 
& Entertainment
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Convergence Takes Hold: The 
Global Outlook for Information and 
Communications Technology Markets

The future looks bright for information and 
communications technology providers. 

After years of hype, technologies such as 
third-generation networks and IPTV are finally 
widely available and generating revenue.  
But as Internet protocol (IP) convergence 
creates new revenue opportunities it makes 
competitors out of companies that previously 
operated in separate spheres. At the same 
time, the pressure is on to deliver services 
at lower prices—so executives must pay 
close attention to cost efficiency.

This survey of 144 technology executives from organizations 
across the globe examines not only the trends shaping the 
industry as a whole but also the forces at work in each 
geographical region—including the demand outlook for 
the telecommunications and IT markets, barriers to growth, 
spending priorities, and key trends to monitor. 

Read this report to assess whether your company is properly 
positioned to capitalize on convergence.

Even in high-growth Asia, 
broadband adoption is slowing,  
and it is becoming clear to 
telephone companies that 
broadband subscription fees 
alone likely will not generate 
the revenue boost they need 
to compensate for the ongo-
ing decline of their traditional 
voice businesses. The focus of 
innovation thus appears to be 
shifting toward services.

A detailed look at global IT 
demand patterns reveals a  
fundamental shift under way  
as the industry continues 
to move from a hardware-
dominated structure to one 
defined by services and 
software.



 12 • • • • •• • • • •  T H E  C O N V E R G E N C E  R E V O L U T I O N 12  T H E  C O N V E R G E N C E  R E V O L U T I O N

E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report. ©
 2

00
8 

K
P

M
G

 In
te

rn
at

io
na

l. 
K

P
M

G
 In

te
rn

at
io

na
l p

ro
vi

de
s 

no
 c

lie
nt

 s
er

vi
ce

s 
an

d 
is

 a
 S

w
is

s 
co

op
er

at
iv

e 
w

ith
 w

hi
ch

 t
he

 in
de

pe
nd

en
t 

m
em

be
r 

fir
m

s 
of

 t
he

 K
P

M
G

 n
et

w
or

k 
ar

e 
af

fil
ia

te
d.

 A
ll 

rig
ht

s 
re

se
rv

ed
. 0

80
30

8

Digital Insights

Every day, industry professionals turn 
to KPMG’s e-newsletter Digital Insider 

to help them stay abreast of the latest 
news, insights, and analysis affecting the 
converging worlds of technology, media, 
entertainment, and communications. 
Digital Insider editors prepare original 
articles that analyze the latest market-
place trends and select the most relevant 
articles and features from Reuters and 
leading business and trade publications. 

Digital Insights is a quarterly “best of” 
compilation of articles published in 

KPMG’s Digital Insider. How are wireless carriers using 
digital content to develop new revenue streams? Why are 
leveraged - buyout firms giving venture capitalists who are 
looking to cash out their portfolio investments an alternative 
to public offerings? 

Request a copy of Digital Insights and get some answers  
to these and other questions.

To register to receive the Digital Insights e-newsletter, go 
to www.kpmginsiders.com.
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nRevenue Protection

Every year, revenue “leaks”  

are responsible for billions of 

dollars in lost revenue for tech-

nology companies. As new types 

of content and new delivery 

methods have evolved, it has 

become clear that traditional 

licensing payment models from 

the entertainment and software 

industries are not appropriate 

or effective in many cases. Even 

worse, the free-access mental-

ity spawned by the Internet has 

created an environment where 

consumers and even some orga-

nizations are simply not paying 

for the digital content they use. 

Your business cannot afford 

such leaks in your value chain.  

In these reports, KPMG explores 

several approaches to revenue 

protection.
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Effective Channel Management 
Is Critical in Combating the Gray 
Market and Increasing Technology 
Companies’ Bottom Line

In 2002, a KPMG survey uncovered 
some shocking figures related to the 

gray market: IT products valued at up 
to US$40 billion in sales were passing 
through the market, and manufacturers 
were losing up to US$5 billion annually. In 
a subsequent study, KPMG looked more 
deeply and broadly into channel man-
agement and found not only a direct link 
between channel-management effective-
ness and gray-market severity but also 

other losses associated with channel incentives that were 
not adequately monitored and processed.

Sub-optimal channel management is leading to increased 
gray-market activity, and distributors are seeing a price  
erosion of as much as 25 percent in its wake. When unau-
thorized channels get hold of a product (at a lower price 
due to price arbitrage), they have no contractual obligations 
or costs associated with brand preservation and customer 
support. Therefore, they can sell that product at a lower cost 
than an authorized channel —  and they do. The result is that 
your products are competing with lower-cost products—
which are in fact your own!

Order your copy of KPMG’s new gray-market study report 
to learn how the gray market may be siphoning off your 
profits, and what can be done to prevent it.

“Today, there are strategic 
measures that IT companies 
can take to reduce the risks of 
gray market behavior by prop-
erly devising and implementing 
strong channel partnership pro-
grams with proper checks and 
balances.”

Tom Lamoureux 
Global Advisory Sector Leader, 
Electronics, Software & 
Services, KPMG in the U.S.

Tom Lamoureux

Tom assists technology companies in creating lead-
ing processes to improve risk management and 
enhance business processes. He developed and 
implemented leading risk assessment and audit-
planning methodologies, led high-value internal 
auditing services, and created self-assessment 
strategies and solutions for internal audits. Tom’s 
clients include many leading technology companies.
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Identity and Access Management 
Initiatives: Too Much IT Application 
Focus, Not Enough Business 
Process Focus 

Identity and access management (IAM) 
is a comprehensive set of business 

processes and supporting infrastructure 
for creating and maintaining digital iden-
tities and providing efficient, secure, 
and documented access to system 
resources such as enterprise resource 
planning data, specialized applications, 
phone service, e-mail, printers, and the 
organization’s internal network. 

Program improvement can significantly reduce the cost of 
IAM for a large organization. Spurred by the promise of IAM, 
middle-market and Fortune 1000 companies have made 
(and will continue to make) significant investments in pro-
gram improvement initiatives. Nevertheless, in KPMG’s 
experience, the success rate and benefits of such initia-
tives have varied tremendously.

Why has this variance been so significant? To find out, 
KPMG conducted an in-depth survey of IAM maturity.  
We looked at three distinct enterprise populations: those 
that had initiated program improvement, those that had 
implemented program improvement, and those that had 
not yet begun. This paper examines some of the reasons 
for the expectation gap and offers practical insights into 
how organizations can improve the implementation  
of their programs.

Request a copy of this study today.

KPMG’s survey highlights 
several key reasons why IAM 
initiatives are not achieving 
their expected benefits. The 
most pervasive reason is an 
overemphasis on IT aspects 
of the implementation and an 
underemphasis on IAM busi-
ness processes.

As KPMG’s IAM Maturity 
Model makes clear, there are 
numerous “entry points” to 
the task of improving identity 
and access management—and 
once the task of maintaining 
the service is rolled out, it 
never ends.
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Contract Compliance in the High 
Technology Industry

The majority of business partners 
in the high tech industry have self-

reporting relationships. But very few of 
these companies audit even half of their 
partner relationships —  and as a result, bil-
lions of dollars go unaccounted for each 
year. How can companies effectively 
test the accuracy and completeness of 
other parties’ self-reported information 
to satisfy good corporate governance 
demands, let alone to enhance bottom-
line results?

KPMG surveyed 155 high tech companies to understand 
the true extent of contract noncompliance and examine the 
barriers to effective compliance programs. The results were 
astonishing: approximately 90 percent of businesses that 
undertake a review of self-reporting relationships discover 
underreporting by their partners. However, this misrep-
resentation is rarely intentional; contracts that lay out the 
reporting process often are extremely vague or complex, 
and therefore easily misunderstood. 

High tech companies should not rely solely on unverified 
self-reporting—the risk is simply too great. Read this report 
for information that can help illuminate the verification and 
reporting process as well as the potential pitfalls.

“The main impediment to 
tighter verification is generally 
the importance of business 
relationships between the 
parties. However, KPMG’s 
experience shows that the 
vast majority of companies 
that do inspect their self-
reporting relationships are 
likely to improve their revenue 
through better enforcement of 
contract terms. And done prop-
erly, relations with partners can 
actually be improved.”

Ron Safran  
National Partner in Charge, 
Contract Compliance Services, 
KPMG in the U.S.

Ron Safran 

Ron has more than 32 years of experience and has 
served as lead partner on many Global Accounts. 
He served in KPMG’s Department of Professional 
Practice, where he was national partner in charge 
of computer and statistical auditing and KPMG’s 
liaison to the AICPA on matters pertaining to 
assessment of internal controls. Ron has led strate-
gic assessments of internal audit departments for 
companies in electronics and financial services.
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Revenue Assurance for Digital 
Content

The digital media and entertainment 
industries have burgeoned in recent 

years—and they show no sign of slowing 
down. Because these revenue streams 
have grown from a lucrative sideline to 
a substantial mainstream business, it is 
imperative that companies now find ways 
to assure that revenue for the future. 

Is your company missing out on money you 
should be making on digital content because 
you lack the proper controls? Are your busi-
ness partners increasing your exposure to 
risk? What points in the value chain are most susceptible 
to cash “leaks”? This report explores these questions and 
related issues, such as why digital content requires a differ-
ent assurance approach than “traditional” business and the 
taxation issues surrounding digital content. 

Order a copy to learn more.

“The digitazation and virtu-
alization of today’s content 
business creates new opportu-
nities but also means radically 
changed business models, 
especially in the media and 
entertainment industries. 
Content owners should be 
aware of the specific risks of 
these business models and in 
particular the issue of revenue 
assurance: ‘Am I getting the 
revenue my contract says I’m 
entitled to?’”

Bob Crouwel  
Partner and Head of 
Intellectual Property & 
Contract Governance Group, 
KPMG in the Netherlands

Bob Crouwel

Bob is the author of several articles on intellectual 
property, the self-reporting economy, and contract 
compliance issues. He is a frequent speaker on 
intellectual property and self- reporting in the infor-
mation, communications, and electronics industries 
and in a cross-industry context. Bob has served 
many global companies with issues around revenue 
assurance and intellectual property and plays a 
leading role in the development of KPMG services 
in the digital content industry.
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Is Unlicensed Software Usage 
Hurting Your Bottom Line?

Software license agreement  
violations, whether intentional or 

inadvertent, cost software companies  
billions of dollars in lost revenue every 
year. Compliance-related recoveries  
can deliver substantial returns for the 
company’s bottom line — but what is the 
best approach for managing software 
license compliance? How can you  
conduct compliance reviews without 
damaging your organization’s relation-
ships in the marketplace? And how 
can you create fair settlement policies 

designed to strengthen relationships with your clients?

This study offers a broad view of the practices currently 
in place in the software industry as well as best practices 
from executives at six prominent software companies.  
Is your business missing out on revenue because customers  
are violating their licensing agreements—intentionally or 
not? And if so, what should you do about it? 

Read this report to find out.

“Unlicensed software use has 
a significant and widespread 
impact on the industry. Strong 
and well-executed compliance 
programs can recoup some  
of that revenue while main-
taining a strong customer 
relationship.”

Ron Brill  
Advisory Partner,  
KPMG in the U.S.

Ron Brill  

Ron is the firm’s Global Champion for Software 
Asset Management (SAM). He has extensive 
experience in IT governance, information security, 
software licensing and compliance, and IT asset 
management. Ron has assisted leading companies 
in complex SAM initiatives and worked with leading 
software publishers on licensing, compliance, and 
asset management, and is a frequent speaker in 
software industry forums.
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Improved Point-of-Sale  
Reporting Benefits  
Manufacturers, Channels,  
and End Users: A Study  
of the High Tech Industry

In a perfect world, manufacturers would 
always have up-to-the-minute informa-

tion about the location, pricing, and han-
dling of their products as they make their 
way through the distribution channel. Of 
course, this rarely happens — and point-
of-sale (POS) reporting of sales-out and 
inventory by channel partners is a primary 
reason why. Gaps in channel tracking and 
reporting processes can put end users 
at risk of receiving unauthorized, unprotected, and possibly 
counterfeit products. In addition, these gaps can negatively 
affect channel partners and original equipment manufactur-
ers (OEMs) by damaging their brand and reputation and 
may result in inaccurate incentive-claim payments based on 
unreliable data.

By improving POS reporting, companies throughout the 
distribution channel can work together to reduce the risk of 
brand erosion for the OEM, help minimize circumstances in 
which distributors are subject to multiple reporting proce-
dures, and assure end customers of the originality and 
warranty support of the products they buy. 

Learn more in this report about how you can streamline 
your own POS strategy.

“POS information received 
from channel partners is often 
used by vendors to calculate 
incentive programs. As incen-
tive programs are often the 
second-highest cost of sales 
after the product cost, ensur-
ing that POS is accurate, 
complete, and received on 
a timely basis is critical for a 
company’s success.”

Matt Behan  
Advisory Principal,  
KPMG in the U.S.

Matt Behan  

A member of the Contract Compliance Services 
practice, Matt has led contract compliance reviews, 
including royalty reviews, supplier reviews, most-
favored pricing reviews, and channel partner 
reviews around the world. He has extensive experi-
ence in all aspects of audit engagements, including 
financial audits, business process analysis, risk 
assessments, control design and enhancement, 
and control and risk self-assessment.
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Risk Management

A single security breach or 

accounting misstep can unravel 

years of public trust and take a big  

bite out of a company’s bottom  

line. But even when you under-

stand the stakes, it can be difficult 

to know exactly how to keep 

your company in compliance. 

Regulations surrounding inter-

national supply chains, financial 

reporting, and the privacy of 

sensitive personal information 

are more complex than ever—

and at the same time both local 

and international governing 

bodies are scrutinizing busi-

nesses more closely. In these 

reports, KPMG examines the 

implications of the regulations 

that are currently in effect and 

offers guidance on how to  

manage risk efficiently and  

cost effectively.
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• • • •

Software Revenue Recognition: 
An Analysis of SOP 97-2 and 
Related Guidance, Third Edition

AICPA Statement of Position No. 
97-2 (SOP 97-2), Software Revenue 

Recognition, established detailed guid-
ance on how revenue should be recog-
nized for transactions involving software. 
The first edition of KPMG’s Software 
Revenue Recognition, published in 1998, 
was designed to assist software vendors 
and users of their financial statements,  
as well as auditors, in the adoption of 
SOP 97-2, which significantly affects 
revenue recognition practices in the soft-
ware industry.

Since the issuance of SOP 97-2, a substantial amount of 
additional accounting and disclosure guidance affecting 
software vendors has been issued. This guidance includes 
AICPA statements of position, AICPA technical practice 
aids, EITF issues, and SEC interpretations. Additionally, 
business practices in the software industry have evolved 
since SOP 97-2 was issued, with an increased focus on 
time-based licenses, subscription arrangements, and host-
ing services.

In response to the additional accounting guidance and 
changes in the software industry’s business practices, 
KPMG issued the third edition of Software Revenue 
Recognition: An Analysis of SOP 97-2 and Related 
Guidance in November 2007. This edition focuses on  
revenue recognition practice issues in the software industry 
and application of the existing literature to a wide range of 
transactions.

T H E  C O N V E R G E N C E  R E V O L U T I O N  •  21

E-mail go-fmglobalmarketsic@kpmg.com for a copy of this report.
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 22 • • • • •  T he   C onvergence           R evolution       

Improving Transfer Pricing Risk 
Management in High-Technology 
Companies

Transfer pricing is no longer a topic 
reserved for accounting specialists.  

It is a strategic issue that executives 
must understand to conduct business 
effectively in a global environment. 
National boundaries are more important 
than ever in today’s global business 
world. Many countries have recognized 
that technology companies routinely 
move assets between jurisdictions in the 
normal course of developing, produc-
ing, and selling products — and they are 

exploiting that opportunity to boost revenue for their local 
tax base. 

To further compound the challenge, the compliance envi-
ronment has tightened dramatically as government auditors 
have become better trained and strict enforcement standards 
have been applied. However, solid corporate governance 
practices, a comprehensive transfer pricing policy, ongoing 
compliance monitoring, and intercompany pricing agree-
ments can help mitigate these risks. 

Learn more about transfer pricing and associated risk 
management practices in this report.

As the number and scope of 
intercompany transactions  
continue to grow in the 
expanding global economy,  
the frequency of tax audits 
relating to transfer pricing is 
increasing—particularly in the 
high tech sector.
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Internal Controls Study of 
Technology Companies 

Since the introduction of the  
Sarbanes-Oxley (S-O) Act of 2002, 

complying with S-O section 404 regula-
tions — and managing the associated 
costs — has been a significant challenge 
for technology companies. Is your com-
pany doing everything it can to identify 
opportunities for increased efficiencies 
and other business process improve-
ments? 

In this second annual study on process-
level internal controls in the high tech 
industry, KPMG examines controls on both financial and  
IT processes by cycle (e.g., order-to-cash) and sub-level  
process (e.g., accounts receivable). The report offers points 
of comparison within the industry that may help pinpoint 
ways to realize additional value from S-O 404 compliance 
investments. 

The report also includes the results of the third annual 
benchmark study of KPMG’s 404 Institute, which provides 
insight into the program tactics used by leading companies 
that have reduced S-O 404–related costs and achieved 
lower deficiency rates. 

Read this report to learn more.

Technology companies can use 
the information they collect 
through S-O 404 assessments 
to understand where they have 
opportunities to streamline and 
standardize business and IT 
processes—particularly in the 
finance function.
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 24 • • • • •  T H E  C O N V E R G E N C E  R E V O L U T I O N

Telecommunications Carriers 
Respond to Information Security  
and Privacy Protection Concerns 

Sensitive personal information, from 
phone numbers and addresses to 

social security numbers and credit card 
data, streams constantly through the 
networks owned by telecommunications 
service providers. But even a single secu-
rity breach can cost a company millions 
and destroy its reputation. 

Privacy protection should involve three 
tiers: at the network perimeter, within 
business applications, and at the human 

level. Access controls and systems monitoring can provide 
a first line of defense. Data segregation also can help to pro-
tect customer privacy within business systems— although 
it may require reversing years of costly integration work. 
Comprehensive audit trails as well as strong policies on the 
regular review of activities logs help to protect against data 
theft. Most importantly, though, companies must make 
sensitivity to privacy issues a core value of their culture. 

Read this report and learn how you can make security and 
privacy second nature at your company.

From the executive suite to  
call centers, concern about  
privacy should be part of a  
company’s culture.
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Regional Reports

“Think globally, act locally” 

should be the mantra of tech-

nology companies in the age of 

convergence. Digital technologies 

have made worldwide sourcing, 

development, and distribution 

a reality. But at the same time, 

executives must remember 

that regional market nuances 

are more important today than 

ever. Understanding local cul-

tural factors, infrastructure, 

business practices, and regula-

tions can make the difference 

between dominating a market 

and launching a product that is 

dead on arrival. In these reports, 

KPMG explores the opportunities 

and challenges in specific geo-

graphic areas.
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The Video Games Market in China: 
Moving Online

As video games move online, the gam-
ing experience becomes more about 

community. Online games are no longer 
products—they are service marketplaces 
that can support multiple revenue models, 
ranging from subscription-based access 
to in-game advertising to merchandise 
schemes. But how can companies deter-
mine the most effective combination of 
revenue streams? Which companies have 
already demonstrated success in the market? 
Which gaming trends are gaining momen-
tum elsewhere in the Asia Pacific market, 

and what impact will they have on China?

The Chinese online video gaming market represents enor-
mous opportunity for game providers that can develop the 
right mix of revenue models and connect effectively with 
their target demographic. 

Read this report to learn more.

The online video games market 
is becoming one of the big driv-
ers of telecommunications and 
IT services growth, particularly 
in China where growth in sub-
scribers is parallel with growth 
in the Internet and mobile 
subscriber markets. Online 
games are already a big driver 
of the entertainment industry, 
and poised to be the big area 
of industry growth over the 
next decade. This combination 
is producing a profound set of 
challenges as well as opportuni-
ties as the industry struggles 
to find business models that 
work appropriately across the 
converging entertainment and 
communications sectors.
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Competing on Strengths:  
The Challenge for Europe’s  
IT Companies

In this second annual review of Europe’s 
technology sector, KPMG explores the  

challenges and opportunities facing European 
suppliers of hardware, software, and IT 
services. Among the key findings: although 
European companies are less competitive on 
price than their American and Asian rivals, 
price is not everything. IT managers gave 
high marks to European suppliers for the 
high quality of their products and their close 
attention to local needs. At the same time, 
European companies are finding new ways 
to lower costs—for example, by “near-shoring”  
manufacturing functions to Central and Eastern Europe.

This report also explores steps that industry leaders and 
policymakers could take to improve the long-term competi-
tiveness of the European IT sector. New IT companies have 
broad access to start-up capital in Europe, but they face 
significant challenges in trying to scale their businesses. 
To help promote sustained IT growth in the region, survey 
respondents recommended measures such as enhanced 
education funding, tax incentives for research and devel-
opment (R&D) investment, improved R&D financing, and 
increased public funding.

What will global economic pressures mean for the European 
IT sector going forward? This report provides insights and 
thoughts for your review.

Nearly nine out of ten partici-
pants in the 2006 survey said 
they would prefer to find local 
or regional suppliers for at least 
some IT products and services.

The most significant area of 
improvement for Europe’s IT 
companies appears to be in 
their level of innovation.
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Asian Outsourcing: The Next Wave

What will outsourcing look like in Asia? 
How are Asian companies making 

decisions about which service providers to 
use? And as the next wave of Asian out-
sourcing sweeps through the region, how 
will it change the landscape of global busi-
ness? 

This report explores these questions in-depth 
through a survey of 305 executives in the 
Asia Pacific region as well as interviews with 
companies that outsource and the service 
providers they employ. Despite a widespread 
belief that outsourcing is not yet com-

monplace in Asia, the report reveals that outsourcing is 
more pervasive than generally thought. Even companies 
in China and India—markets where there is little arbitrage 
in labor and operating costs—      are outsourcing some functions. 
Companies throughout the region are beginning to realize 
additional benefits of outsourcing, such as enhanced com-
petitiveness through global best practices and the ability to 
focus more closely on core competencies.

Order this report to discover how the next wave of Asian 
outsourcing could change the way you do business.

Confounding conventional 
expectations, outsourcing 
is quite popular with com-
panies in Asia Pacific. Half 
of the surveyed executives 
said they currently out-
source IT solutions.
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Mobile Payments in Asia Pacific

A quiet revolution is under way in the   
Asia Pacific region. Thanks to the rapid, 

widespread adoption of mobile and wireless 
technologies, millions of people are newly 
connected to the global economy— even in 
remote areas. This access opens the door 
for new types of content, services, and pay-
ment models for companies in the telecom, 
banking, retail, transportation, and media 
industries.

However, some significant roadblocks — 
primarily trust, security, and affordability— 
are slowing this transformation. How can 
companies address these issues and use mobile payments 
to reach the enormous emerging market in Asia? Which 
countries represent the greatest opportunity? And what 
potential regulatory obstacles should you watch out for? 

Read this report for answers to these questions and more.

“When it comes to innovation 
in mobile telephony, Asia Pacific 
continues to lead the way. 
Across the world, mobile com-
munication has proven to be 
transformational over the past 
ten years and will now change 
the way we deal with financial 
transactions. There are serious 
issues of trust, security, and 
common standards to be faced, 
but the ‘pull’ of consumer 
demand will quickly accelerate 
the development of mobile pay-
ment systems.”

Edwin Fung  
Partner,  
Information, Communications 
& Entertainment,  
KPMG in China

Edwin Fung

Edwin, an audit partner based in Beijing, is respon-
sible for the audits of some of China’s largest tele-
com and real estate property companies as well as 
several multinational organizations. Edwin joined 
KPMG in 1986 and was seconded to KPMG in the 
U.S. from 1993 to 1995. 
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Transfer Pricing in the Electronics 
Industry in Asia Pacific

Some of the world’s largest, most recog-
nizable brands are electronics companies 

that have achieved dominance by extending 
their operations across borders, even around 
the world. One might assume that national 
boundaries are becoming less relevant in the 
electronics industry—but with regard to taxa-
tion, the opposite is true. Many Asian coun-
tries are guarding their revenue bases more 
closely than ever before, and some have 
stepped up policy enforcement dramatically. 
Consequently, it is imperative that companies 
operating in the region understand how their 

transactions function across borders and among related 
parties. 

The electronics industry has been the primary subject of 
scrutiny to date, but eventually tax authorities will examine 
other industries as well. And although it can be a complex 
topic, transfer pricing policy and strategy deserves in-depth 
discussion in the executive suite of any enterprise operating 
in the region. 

Read this report to learn how transfer pricing issues in Asia 
may affect the way your company does business in the future. 

“Although a complex subject, 
transfer pricing strategies 
deserve thorough discussion in 
boardrooms, among audit com-
mittee members and across 
senior management. In Asia 
Pacific, the electronics sector 
was one of the first to come 
under serious transfer pricing 
scrutiny from tax authorities.”

Steven Tseng  
Partner and Asia Pacific Leader, 
Global Transfer Pricing Services, 
KPMG in China

Steven has been active in advising multinational 
companies on transfer pricing issues since 1994. 
His transfer pricing career includes experience 
in Finland, where he was partner in charge of 
Financial Advisory Services and a member of the 
firm’s Executive Board. Prior to joining KPMG he 
worked with other global organizations in New York, 
Washington, D.C., and Tokyo.

Steven Tseng  
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IF
R

S
International  
Financial  
Reporting  
Standards
International Financial Reporting 

Standards (IFRS) are a focus of 

attention for reporting entities 

around the world. Since 2005, 

listed companies in the European 

Union have been preparing their 

consolidated financial statements 

using IFRS and all companies 

in Australia and New Zealand 

use their countries’ equivalents. 

Canada will require publicly 

accountable enterprises to adopt 

IFRS for fiscal years beginning on 

or after January 1, 2011, and both 

U.S. and Japanese authorities 

are considering adoption around 

the same time. However, the 

transition from locally accepted 

accounting standards to IFRS 

can be complex. In these reports, 

KPMG examines how the new 

standards should be applied, 

how they compare with local 

accounting practices, and the 

particular implications of IFRS for 

the telecommunications industry.
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IFRS: An Overview

With accounting borders crumbling as 
IFRS is adopted around the world,  

it is no longer a safe bet that accounting 
differences between companies in the 
same industry are due to national variations 
in accounting standards. Today, a com-
pany’s accounting will be compared not 
just with its peers in its home country and 
region but also with its global competitors. 
This will inevitably result in ongoing adjust-
ments to accounting policies as norms are 
established or demanded by users and 
regulators.

IFRS: An Overview is an executive summary of the key 
requirements of IFRS. It is organized by topic, following 
the typical presentation of items in financial statements. 
Separate sections deal with general issues such as busi-
ness combinations, specific balance-sheet and income 
statement items, and special topics such as leases. Another 
section focuses on issues relevant to entities making the 
transition to IFRS. 

Read the report to learn more.
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IFRS Compared to National 
GAAP (U.S., Canadian, Dutch, 
Russian, and Swedish)

A second wave of countries is 
expected to adopt or converge 

with IFRS around 2011. Companies in 
these areas have the distinct advan-
tage of being able to learn from the 
experiences of early adopters—in 
terms of both managing the process 
and understanding the standard.

These five white papers provide 
a detailed analysis of the differ-
ences between IFRS and generally 
accepted accounting principles 
(GAAP) in five second-wave countries: Canada, the 
Netherlands, Russia, Sweden, and the United States. 

Is your company ready to transition to IFRS? The information 
in these reports can help you find out.

IFRS compared to  
Canadian GAAP:  
An overview

IFRS compared to  
Dutch GAAP:  
An overview

IFRS compared to  
Russian GAAP:  
An overview

IFRS compared to  
Swedish GAAP:  
An overview
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IFRS for Technology Companies: 
Closing the GAAP?

Conversion to IFRS from U.S. GAAP 
for financial reporting can change the 

accounting for transactions, including rev-
enue recognition, and affect a company’s 
people, processes, information systems, and 
controls.

Although the United States is one of the last 
major markets to consider adoption of IFRS, 
there is increasing U.S. support for a single 
set of global accounting standards among 
preparers, investors, auditors, standard- 

setters, and regulators, and the momentum in the technology 
sector toward IFRS appears to be building.

In light of these developments, KPMG is publishing a series 
on industry-specific issues facing technology companies 
currently using U.S. GAAP as they consider a transition to 
IFRS. The first in the series, IFRS for Technology Companies: 
Closing the GAAP?, provides background on the current 
state of IFRS–U.S. GAAP convergence efforts from a regula-
tory and standard-setter perspective, discusses how IFRS 
compares with U.S. GAAP in key accounting areas for tech-
nology companies, and shares views on how transition may 
affect business processes, systems, and people—focusing 
primarily on revenue recognition. Future publications will 
continue to focus on technology industry challenges and 
opportunities.

“The executives who have 
the information to understand 
the IFRS adoption challenges 
and changes specific to their 
industry and company are more 
likely to set out on the right 
path from the start, saving time, 
minimizing costs, and reducing 
compliance risk.”

Gary Matuszak 
Global Chair,  
Information, Communications 
& Entertainment
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IFRS Accounting in the 
Telecommunications Industry

Telecom accounting has never been a 
straightforward matter, and with the 

introduction of IFRS, the situation became 
even more complex. Revenue recognition 
remains a hot topic for the telecom indus-
try, as does cost recognition—particularly 
the question of whether costs should be 
expensed, capitalized, or deferred to future 
periods. Although IFRS has a specific rev-
enue recognition standard, guidance remains 
vague in several areas.

Continual changes in telecom accounting 
make it imperative that telecom executives and managers 
stay current with accounting developments. Rather than 
provide a definitive guide to policies that should be followed 
under IFRS, this publication examines which policies may 
be followed by organizations adopting IFRS and what consti-
tutes best practices within the telecom industry. 

An update to this report is due in winter 2008–2009.

Where GAAP is clear, few in 
the industry are willing to push 
the boundaries of what is con-
sidered “best practice” for their 
sector. However, in many areas 
it is evident that applying GAAP 
to telecom businesses is not 
straightforward.
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IFRS Practical Issues: Accounting 
Solutions for the Media and 
Publishing Industries

Anew series of brochures, “IFRS 
Practical Issues” by KPMG in Germany, 

focuses on providing practical solutions for 
specific IFRS accounting issues arising in 
the relevant industries. Currently, there are 
publications for the media and publishing, 
automotive, and consumer goods and retail 
industries.

The publication for the media and publish-
ing industries mainly addresses accounting 
for the various types of media and publish-
ing rights, revenue recognition principles 

for the media and publishing industries, and issues such 
as accounting for launch and subscriber acquisition cost, 
business combinations, and transmission capacities. The 
various accounting issues are presented in a Q&A format. 

An English translation of this report is due in late 2008.
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New opportunities to profit
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Digital convergence is driving expansion and growth in the information, com-
munications, and entertainment (ICE) industry, bringing new opportunities  

for profit as well as spiraling operational demands. 

Many of today’s companies are just now addressing the operational risks and 
challenges inherent in their digital strategies—whether monetizing new digital 
assets or ensuring that internal financial, IT, and other systems are integrated  
and functioning well globally.

We understand that when it comes to tackling tough problems, KPMG member 
firms’ clients look for a relationship based on trust that is facilitated by regular and 
open communications. We’re pleased that many of the world’s largest ICE compa-
nies have chosen KPMG member firms as their business and financial advisers. It 
is a distinction our ICE professionals work hard to earn every day.

ICE services focus on assisting KPMG member firms’ clients with key issues facing 
their industries, including:

• Licensing and rights management 	 • Tax implications of digital services 

• Content security 	 • Regulatory compliance

• Software license management 	 • Consolidation 

• Outsourcing 	 • Changing revenue and distribution models.

KPMG member firms have the experience, resources, and skills to work with ICE 
clients globally to address issues affecting their businesses. For information on our 
services, please contact us at go-fmglobalmarketsic@kpmg.com.



©
 2

00
8 

K
P

M
G

 In
te

rn
at

io
na

l. 
K

P
M

G
 In

te
rn

at
io

na
l p

ro
vi

de
s 

no
 c

lie
nt

 s
er

vi
ce

s 
an

d 
is

 a
 S

w
is

s 
co

op
er

at
iv

e 
w

ith
 w

hi
ch

 t
he

 in
de

pe
nd

en
t 

m
em

be
r 

fir
m

s 
of

 t
he

 K
P

M
G

 n
et

w
or

k 
ar

e 
af

fil
ia

te
d.

 A
ll 

rig
ht

s 
re

se
rv

ed
. 0

80
30

8

The information contained herein is of a general nature and is not intended 
to address the circumstances of any particular individual or entity. Although 
we endeavor to provide accurate and timely information, there can be no 
guarantee that such information is accurate as of the date it is received or 
that it will continue to be accurate in the future. No one should act on such 
information without appropriate professional advice after a thorough exami-
nation of the particular situation. 

KPMG is a global network of professional firms providing Audit, Tax and 
Advisory services. We operate in 145 countries and have 123,000 people 
working in member firms around the world. The independent member 
firms of the KPMG network are affiliated with KPMG International, a Swiss 
cooperative. Each KPMG firm is a legally distinct and separate entity and 
describes itself as such. 

© 2008 KPMG International. KPMG International is a Swiss cooperative. Member firms 
of the KPMG network of independent firms are affiliated with KPMG International. 
KPMG International provides no client services. No member firm has any authority to 
obligate or bind KPMG International or any other member firm vis-à-vis third parties, 
nor does KPMG International have any such authority to obligate or bind any member 
firm. All rights reserved. KPMG and the KPMG logo are registered trademarks of 
KPMG International. 080308

kpmg.com


