
SPE S06

The Australian Financial Review
Thursday 3 March 2005 ● www.afr.com6 SPECIAL REPORT MOBILE COMMUNICATIONS

Business slow
to pick up the
SMS message
SMS and other wireless data services have
not yet made a mark on business but they are
out there trying, writes Helen Meredith.

Unattached

■ SMS, 3G and wireless
broadband have not yet attracted
the corporate dollar.

■ Public Wi-Fi has failed to live
up to its claims and performs
poorly in ‘crowded’ conditions.

■ Thailand’s IPStar satellite,
with massive capacity, may help
to improve data services.

‘ Infrastructure will not be
in place for WiMax for a
couple of years.’

PETER
BRAIGT

ext messaging may have
taken off like a rocket in the
consumer market, but it’s a
different story for
Australia’s business sector

where mobile data is regarded as
having had a rather sluggish start.

The mobile data industry is
immature, says Gartner Australasia
research director Robin Simpson.
Apart from text messaging, the
adoption rate has been low. There
has been low acceptance of pricing
and billing methods on offer, and
little interest in content. There has
also been a lack of awareness of
mobile data’s potential.

So while short message service
(SMS) is regarded as a great
application, business has been slow
to get the message.

That is changing, says Rohan
Lean, managing director of
MessageNet, which pioneered an
SMS gateway in Australia a decade
ago. An increasing number of
business users are now on the SMS
radar.

‘‘SMS has always been there for
them, but they are just starting to get
on top of it,’’ he says.

‘‘Because of all the consumer
hype around it, everyone is now
aware of SMS. The business market
is becoming educated by indirect
means, but being educated
nonetheless,’’ he says.

His company, which operates
FreeRein, a wireless applications
service provider, has more than
1000 SMS customers in the business
sector, including major banks,
telcos, utilities, hospitals and
hospitality companies.

‘‘The business applications for
SMS are virtually endless,’’ Lean
says.

For a transport company, having
access to bulk SMS means the ability
to communicate with a fleet of
drivers on the road to despatch them
to different locations en-route and
redirect them to pick up goods,
without the need for voice calls.

Banks can use text messaging as a
service to customers, alerting them
when a transaction on an account
exceeds an agreed amount and
helping to cut down on fraudulent
activities. Telcos and ISPs can use
SMS to provide advice on outages.

Lean makes the point that the cost
of using SMS is significantly
cheaper for businesses than landline
to mobile.

‘‘Thirty to 40 per cent of an
organisation’s telecom bill is
generally from the landline to
mobile phones,’’ Lean says.

‘‘That is a huge expense ± when
an SMS can cost as little as 16¢.

‘‘A lot of communications do not
have to be done voice-to-voice and
can be done very cost effectively
and efficiently by the use of SMS,’’
he says.

‘‘Every mobile phone is SMS
capable and every business will find
its own comfort zone in SMS, once
they realise the power of it and its
use grows within the organisation.

Soon, he says, every phone will
also be capable of sending
multimedia messages.

Lean regards the killer
application for mobile data as
e-mail, saying that being able to
send and receive it and hook it into
the office desktop is a major
advantage for business. People can
already do this through hand-held
PCs and smart phones but third
generation mobiles offer high-speed
connections that seem set to drive
the use of mobile data to a new level.

Don’t expect 3G to set any
records soon. Robin Simpson at
Gartner Research says video clips,
mobile commerce and personal
finance and banking transactions
have elicited little interest among
Australian mobile users to date. The
highest demand for consumer data
services is in photo messaging,
e-mail and ring tone downloads.

Researchers like Simpson agree
there is room for improvement in
the pricing and positioning of

mobile data service. ‘‘Tariff
structures need to be more easily
comprehensible and customers
should be clear on how much cost
they are incurring for the use of
services,’’ Simpson says.

Gartner research shows there is a
preference for pay-per-use, a sign of
the relative immaturity of Australia’s
mobile data services market.

‘‘The experience in Japan
suggests that flat-rate subscription
models become prevalent once users
become accustomed to services and
competitive factors come into
play,’’ Simpson says.

He believes the under-25 group
with its passion for mobiles will

continue to be seduced by
innovative services if the pricing is
attractive and there are bundling
options.

According to Gartner, Australia is
now a battleground and showcase for
new wireless data services. So where
does Wi-Fi fit into this scenario?

Public Wi-Fi infrastructure,
designed to provide hot spots that
allow wireless broadband coverage
for people on the move, has failed to
live up to its promise.

It also says that the business
model for service providers ±
typically small start-ups, has been
poor, while free Wi-Fi networks that
use crowded public spectrum are
reportedly beset by poor service and
interference problems.

Wi-Fi hot spots have failed to
address the needs of business laptop
users ± there are simply not enough

of them in the right places.
Unfortunately, the infrastructure is
not scalable so this problem won’t
be solved, Gartner says.

Then there is WiMax, designed
for fixed location wireless
broadband. It has been touted as a
potential threat to both Wi-Fi and
3G, but is still a long way off.

Commercial infrastructure is not
expected to be in place for WiMax
for a couple of years.

While they’re waiting, Australian
customers are told they can make
use of commercially available
services from iBurst, IP Wireless
and Navini, as well as Wi-Fi.

‘‘Why wait for WiMax to provide
last mile wireless broadband access,
when users can take advantage of
alternative technologies available
now,’’ Simpson says.

In its recent report, Wireless
Broadband Challenges The Last Mile
in Australia, Gartner says business
people will find wireless broadband
services compelling once they
understand the value of mobility.

The research group also makes
the point that Australia has high
penetration, not just of mobile
phones but also of mobile PCs,
creating a potentially strong
demand for alternative wireless
broadband technology.

It also notes the potential of new
generation satellites such as
Thailand’s new IPStar satellite to
deliver services at competitive prices
to DSL. IPStar has massive capacity
and a very large Asian and
Australasian footprint.

For rural and regional
communities these systems bring the
promise of an alternative to high-
speed services, services that may
never reach them.

Home phones move to the endangered list
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For the six months to the end of
2004, Telstra’s total fixed line
revenue fell 1.9 per cent, or $75
million, to $3.972 billion, while local
call revenue declined too, mainly due
to an 8.7 per cent reduction in the
number of phone calls.

Telstra chief executive Ziggy
Switkowski said Telstra’s fixed
line revenues continued to ‘‘be
under pressure from competition
and churn in the fixed line market
and substitution from mobiles
and broadband products and
services, such as text messaging
and email’’.

But while residents with a fixed
line phone may be making fewer
calls, it’s probable the bulk of lines
will be kept. That’s because
Telstra’s old copper lines that run
from street to house can now carry a
lot more than just voice.

Upgrades to Telstra’s telephone
exchanges mean the telco can offer
high speed DSL broadband via its
phone lines. It’s a product proving
very popular.

Telstra has about 1.23 million
broadband subscribers and, for the
period from December 2003 to
December last year, added 721,000
subscribers.

Addressing investors last month,

Switkowski described broadband
growth as ‘‘tearaway’’, and he
expected current broadband
household penetration of 20 per cent
to double over the next couple of
years.

‘‘We’ll see strong growth in
broadband as the market steps into
the next accelerated stage of growth
. . . it is a market that is booming,’’
he told investors.

Much of the market’s strength
can be attributed to Telstra’s
decision last February to slash
retail broadband prices, making it
almost as affordable as dial up
internet. But although that
stimulated growth, it also meant

Telstra’s wholesale customers were
being charged more than retail
subscribers, a fact that prompted
the Australian Competition and
Consumer Commission one month
later to slap a competition note on
the Telstra for anti-competitive
behaviour.

The broadband growth sparked
by Telstra’s price cuts had another
effect too.

They gave Telstra’s competitors
the scale required to start rolling out
broadband DSL networks of their
own, again using Telstra’s phone
lines.

Rivals like Primus, PowerTel and
iiNet already have relatively

advanced roll-outs while Optus has
said it will spend about $100 million
installing its own broadband
equipment in some 150 Telstra
exchanges just as soon as it get some
assurances on customer handover
from the ACCC.

What all of that means for
Australian residents is a better
choice of DSL broadband providers
at more competitive rates, still
carried over fixed telephone lines.

So while 2005 may be the year
people turn increasingly to mobile
phones to communicate, broadband
access from the home will probably
still hinge on having a fixed line
connection.


