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Executive Summary

Provision of services on mobile communication devices is predicted by many to explode during this decade. Right now is a time of transition. The third generation of mobiles are being launched and the fourth is being trialled. What services will succeed and what will fail remains largely a matter for conjecture. Crucial to the success of services delivered by mobile communication devices will be the development of successful business models. The market has already demonstrated a low willingness to pay for telephony and text messaging services and just what services or packages of services will be embraced in a manner that enables financial viability for providers remains to be seen. 

What is clear is that young mobile phone users are likely to be the early adopters of new services which raises particular issues in respect of restricting inappropriate services.

As audiovisual services increasingly become available and are provided to viewers via mobile communication devices, the Alliance considers that access to Australian content must be monitored and where access to Australian content is not available at a reasonable level, such services must be regulated to ensure that the government’s social and cultural objectives can be realised. 

The Alliance considers that to the greatest extent possible regulation of audiovisual content should be technologically neutral and consistent across platforms and regulation of content delivered by mobile communications devices must address the protection of the rights of copyright holders.

Technological developments and market penetration of mobile communications devices

2.5 generation and 3rd generation (2.5G and 3G) cellular mobile services are the most recent phone networks to be introduced in advanced economy countries, including in Australia, with fourth generation (4G) services possibly to follow. Whereas 2nd generation (2G) phones provided voice telephony and elementary text services, 2.5G and 3G phones have considerably greater bandwidth capability allowing for a dramatically enhanced range of services to be provided to consumers.

Takeup of 2.5G, 3G and 4G phones will be driven by consumers and just what new services will appeal most to consumers is difficult to know. However, what is clear is that content and cost will drive consumer interest.

What is technologically possible is not necessarily wanted by consumers. What providers anticipate might be a valuable service might not necessarily be considered to be so by users. Conversely, a service that a provider might consider has little potential might be embraced by users. 

Mobile telephony at the beginning of the 21st century is at a point of transition. 

We know where it has come from but not where its future lies. In 1906, Lee de Forest, a pioneer in electronic circuitry, made the first radio transmission to a car. His expectation was that it would enable, in the near future, people to be in constant contact even when driving. Car-bound radio communications were pioneered in the United States in the 1920s firstly by the Detroit police force. Initially, the communication was a message that would alert a driver to stop and make a phone call over the wired service. But by 1928, a fully voice-based mobile radio system was established. What was in effect a radio service rather than a phone service was further explored during World War II by the military. However, as Jon Agar puts it:

“In the centralised, hierarchical world of Ford, such a dream of constant touch made little sense. While it was technically possible earlier, the cellular mobile phone took off only after the 1960s. By then there had been a sea-change in both politics and technology, the one affecting the other, after which, to put it crudely, networks of people prospered and hierarchical styles have suffered … only after the great transformation of social attitudes of the 1960s could a world wish to be in constant touch.”
 

Even then, it took another two decades, a substantial reduction in size and weight and a tumbling in unit cost for the mobile phone to achieve widespread user acceptance. 

And take-up of mobile phones and the manner in which they have been used has varied around the world. 

Born in the USA, first generation analogue mobile phones first took off in the Nordic countries of Europe, followed by wider Europe and elsewhere around the world, being well established in the western world by the late 1980s.

In 1982, “engineers and administrators from eleven European countries gathered to inaugurate GSM. An acronym that initially described the countries involved (Group Spécial Mobile) but that later became the Global System for Mobile Communications would record an unlikely feat of world conquest.”
 They met to consider whether a Europe-wide digital phone system was technically and politically possible. In business terms, digital mobile telephony would offer the opportunity to provide new services such as data transmission. In the end, the shift to second generation digital phones occurred as much for the need to clear spectrum as for any other reason. 

By 1996, GSM phones were to be found in 103 countries, from Australia to Russia, from South Africa to Azerbaijan. For most of the 1990s, it seemed that consumers were not interested in the mobile phone for anything other than voice telephony. However, buried within the GSM specifications for 2G phones was the capacity to provide the Short Message Service (SMS), an application that was seized upon by the young and the poor. While taking to text messaging with vigor, other applications remained of less interest.

Analogue mobile phones began to gain acceptance in the western world during the 1980s, with take-up dramatically increasing with the introduction of the second generation, digital mobile phones. Developments in mobile phone use and consequently the introduction and utilisation of services that might be provided on mobile phones is strongly linked to factors such as penetration of the internet, affluence and cultural and political factors. 

By 2002, the United States and Northern Europe were in the front ranks of internet usage with approximately half the adult population having access to the internet. Internet user levels in countries like South Korea, Singapore, Hong Kong, Australia and New Zealand were similarly high and in Northern Europe about 75% of adults owned mobiles phones, well ahead of mobile phone use in the United States. 

The rate at which mobile phones have entered the market place has been happening at a pace that is unprecedented with any other technology.

During the mid nineties, mobile phone use in the United Kingdom, Italy and Germany was low by comparison with Scandinavian countries, who at the time were the highest users world wide. However, in just a few years, mobile phone use exploded and by 2002 was reaching or exceeding Scandinavian market penetration levels.

Access to the internet is also likely to make a significant difference to the services customers want. In countries where internet usage was relatively low at the turn of this century like southern Europe and Japan, 2.5G and 3G phones might end up being considered an alternative to fixed line internet connections. This indeed appears to be occurring today in Japan with DoCoMo.

“In the West, the attempt to combine limited access to on-line information via the mobile phone, based on the Wireless Application Protocol (WAP), was greeted with much fanfare in early 2000, but was a disappointment. The limited range of WAP content available made the service seem tame compared to the wilds of the Internet, and dispiritingly corporate.”
 The launch of i-mode by NTT DoCoMo in Japan looked set to go the same way. With content aimed at busy male workers, it was safe, adult and boring. However, it was discovered by teenagers and young adults. “In particular, i-mode appealed to young single women in their 20s, whose economic status was rising rapidly, just as that of the salary man with a job for life declined.”
 DoCoMo became a success story.

The difficulty in predicting what services will be attractive is well illustrated by the text messaging experience.

The first text message was sent in 1993 by a Nokia engineering student, Riku Pihkonen. At the time it was considered inconsequential. The power of the SMS, the Short Message Service, was discovered by users – in the West by the young and in the East by the poor.

In the Philippines, the introduction of mobile phones was delayed by the complex and lengthy process needed to clear sufficient spectrum. In 1995, Smart Communications entered the market with an affordable service and with SMS offered free. By the following year more than seven million Filipinos owned a mobile, almost twice the number with land lines. Crucial to the speed of take-up were pre-pay cards which, unlike the costs associated with land lines, put mobile phones within the reach of many of the poor. Indeed, Globe Telecom estimated that by 2001 some 80% of its mobile phone customers in the Philippines used pre-pay cards and with SMS free of charge, the mobile phone revolutionised communications. 

“Former Philippine president Joseph Estrada, accused of massive corruption, was driven out of power [in 2000] by smart mobs who swarmed to demonstrations, alerted by their cell phones, gathering in no time. ‘It’s like pizza delivery,’ Alex Magno, a political science professor at the University of the Philippines, told The Post at the time. ‘You can get a rally in 30 minutes – delivered to you.’

“Cell phones drove political change in that upheaval the way fax machines enabled Tiananmen Square, cassette recordings fired the Iranian revolution, photocopiers fueled the Polish Solidarity uprising and short-wave radios aided the French Resistance.”

The Washington Post
 

So important did text messaging become for Filipinas, when Smart Communications and Globe Telecom announced in September 2001 free texting was to be wound back, President Gloria Arroyo received more than a million text messages of complaint, a reaction that was repeated in May the following year when she announced her intention to tax text messaging.

Text messaging is also now firmly established amongst the youth in Australia. At first glance, a service that cost a cent a character seems an impossible sell. Yet it was taken up enthusiastically by sociable teenagers wanting to stay in constant contact with friends. It is now so firmly entrenched that costs are tumbling with Virgin currently launching 5 cent text messages Virgin to Virgin.

“Swarming” is also changing the manner in which mobile, sociable youth arrange their social lives. “Hundreds of people linked loosely through personal connections pass around the news of an event by sending messages on their mobile phones, and then spontaneously congregate in a swarm.”

Conversely, for a number of reasons, one-to-one text messaging has not been taken up with quite the same passion in the United States. The most important reason is no doubt the incompatibility of the mobile phone systems in America. Users from one network cannot directly send text messages to users on another network. Rather they need to use an internet gateway, making texting more cumbersome and slower. For the affluent the cost advantage is likely to be less significant and the penetration of personal computers and email is greater than in most other countries which may also work to make SMS less attractive.

Nonetheless, the circumstances that are specific to the United States resulted in so-called “smart mobs” in Boston using a text messaging service at the Democratic National Convention in July this year to stay in touch with protest organisers and receive updated information about police movements. TXTMob (designed by the Institute for Applied Autonomy, an art and engineering collective that develops technologies for political dissent
) enables users to broadcast text messages to groups of mobile phones. Similar to an email bulletin board, users subscribe to various lists and receive messages directly on their phones. The service was also used by medical and legal support groups enabling them to direct personnel and resources as circumstances required. 

While services other than voice-only telephone conversation have been possible for many years, in some instances for decades, thus far the take-up of text messaging and, more recently, sending photos, has been the exception rather than the rule.  Videophones enabling the user to see the person with whom they were conversing have been technically possible for decades. Launched with great fanfare on several occasions, they have consistently failed, with users preferring to keep their expressions and appearance hidden. 

While mobile phones are ubiquitous in Australia today, we are on the cusp of the shift from mobiles being predominantly used for voice telephony and text messaging to mobiles providing a range of services. The first service other than voice telephony that has, as noted above, achieved dramatic take-up has been text messaging, with the mobile phone as camera being the next wave of high use. 

The use of text messaging was driven by two primary consumer sectors – Moklofs – mobile kids with lots of friend – and Yupplots – young urban professional parents. The former are community oriented and use technology to communicate with friends, play games and so on, while the latter are more interested in raising personal production. It is anticipated that another sector, the so-called Sallies – senior affluent life lovers – will enter the market with a different range of special needs and concerns.
 All three groups are considered to be the early adopters of new services.

Take-up will be driven by content and willingness to pay.

As can be seen above, users can demonstrate a low willingness to pay, particularly for a service such as SMS that is initially introduced free of charge.

Various mobile services and willingness to pay

	Type
	Example
	Willingness to pay

	Communication
	Email, SMS, chat
	Low

	Transaction services
	Ticket booking, banking
	Relatively high

	Entertainment
	Music downloads, network games, film, radio
	Variable

	Information services
	News, cinema listings, weather, directory enquiries, encyclopedias, price comparison
	Variable

	Position services
	Road directions, restaurant tips, locating one’s children, finding friends in the vicinity
	Variable

	Security services
	Turning electricity on and off, checking to see who is ringing the doorbell
	Variable


Source: Beyond Mobile, People, Communications and Marketing in a Mobilised World, Mats Lindgren, Jőrgen Jedbratt, Erika Svensson, Palgrove, 2002, page 31.

In 2002, a survey was conducted in Sweden to ascertain what services might appeal to early adopter groups. Although it cannot be assumed the same results would be found among Australians, it sheds some light on the preferences of mobile phone and internet users in a country with high levels of both mobile phones and internet use, as is the case in Australia. 

Interest for services among the three early adopter groups Moklofs, Yupplots and Sallies

	Moklofs
	%
	Yupplots
	%
	Sallies
	%

	email/messaging
	88
	Email/messaging
	82
	Email/messaging
	61

	Tickets to events
	67
	Use as encyclopedia
	65
	Tickets to events
	60

	Order travel documents
	67
	Banking
	64
	Use as encyclopedia
	56

	Use as encyclopedia
	66
	Tickets to events
	60
	Banking
	56

	Banking
	62
	Order travel documents
	58
	Order travel documents
	55

	Get news
	60
	Local authority information
	57
	Get news
	55

	Download/listen to music
	58
	Get news
	54
	Local authority information
	53

	Positioning services
	58
	Company information 52
	52
	Electronic surveillance
	51

	Company information
	52
	Electronic wallet
	50
	Company information
	44

	Listen to radio
	51
	Electronic surveillance
	46
	Electronic wallet
	37

	Local authority information
	49
	Positioning services
	45
	Positioning services
	32

	Electronic wallet
	49
	Shop for goods and services
	34
	Video conference
	28

	Video conference
	41
	Download/listen to music
	33
	Listen to radio
	25

	Electronic surveillance
	37
	Video conference
	32
	Watch TV
	22

	Shop for goods and services
	36
	Listen to radio
	30
	Download/listen to music
	20

	Send photos
	34
	Send photos
	26
	Shop for goods and services
	18

	Watch TV
	31
	Watch TV 
	21
	Send photos
	17

	Chat
	28
	Read books
	14
	Read books
	9

	Play network games
	25
	Play network games
	12
	Respond to ads
	8

	Read books
	21
	Chat 
	11
	Chat 
	5

	Respond to ads
	12
	Respond to ads
	8
	Play network games
	3

	Interested %
	89
	
	82
	
	72

	Total no. services
	9.9
	
	8.5
	
	7.2

	No. productivity services (of 9)
	5.5
	
	5.3
	
	4.6

	No. entertainment services (of 9)
	3
	
	1.9
	
	1.4

	No. positioning services (of 3)
	1.4
	
	1.4
	
	1.2

	
	
	
	
	
	

	Already own or plan to own in near future
	
	
	
	
	

	Laptop computer
	34
	
	36
	
	39

	Palm computer
	13
	
	18
	
	14

	Mobile phone
	96
	
	92
	
	90

	WAP
	16
	
	11
	
	12


Source: Beyond Mobile, People, Communications and Marketing in a Mobilised World, Mats Lindgren, Jőrgen Jedbratt, Erika Svensson, Palgrove, 2002, pages 186-7.

Interestingly, gambling services were not included in the Swedish survey but it is likely that they will find a market in Australia.

It is estimated that of the services that might be provided via mobile communication devices, services such as ticket ordering, banking, information searching, reading news bulletins, sending pictures, playing online games and reacting to advertising messages, could have established themselves – achieved 30% market saturation – as early as 2005 in some countries. Given the capabilities of 2.5G, the service that is likely to face the slowest take-up is television. 

If true, this allows some breathing space, albeit likely to be small, in which to address the challenges that will pose with respect to access to Australian content. 

However, it should be noted that 4G was trialled in Japan in 2003 enabling the transmission and reception of audiovisual material of similar quality to high definition television, and NEC developed a 3G phone that incorporates a digital terrestrial tuner. On 9 June 2004, the DVB Project released a draft DVB-H (digital video broadcasting – handhelds) standard
 with Finland due to trial it in 2005.
 (The DVB Project was established in Europe in 1992, to develop open digital television standards.)

In Australia, Optus launched the first mobile phone television service in November 2003. Optus Zoo allows users to watch live television and enables users to “video stream retransmitted Live TV and get the latest world news from CNN 24 hours a day or tune into the ABC and SBS”.
 Presumably to drive take-up, Optus is offering watching live television for free until 30 September 2004. 

Optus Zoo also offers access to email, sports results, news, weather forecasts, horoscopes, movie session times, television guides, a range of ring tones and Java games. Optus Zoo MTV Mobile is a service that include music downloads (over 150,000 songs), preview length clips, MTV charts and news, gig guides, reviews and video interviews. Purchases are charged to the mobile account or offset against a pre-paid balance.

Telstra and Vodafone followed Optus in launching 2.5G services, with all three reserving the right to roll-out 3G.
 Like Optus Zoo, Telstra’s Pocket News offers services ranging from news (sourced from CNN, AAP and Australian metropolitan dailies), weather, surf, ski, and stock market reports, restaurant, television and movie guides, flight schedules, sports results and real time cricket scores, horoscopes, lottery results and “infarmation” – rural news and information – and so on. It also offers “Chinatown” presented in Chinese characters with content sourced from Hong Kong. Vodafone Live! offers similar services.

Hutchison Australia is the only organisation to have launched a 3G network in Australia, currently covering the major capital cities and “offers a unique suite of video information and entertainment services such as news, sport, finance and comedy as well as movie previews and multimedia games. 3 is Australia’s only network to provide customers with the ability to communicate face-to-face and offers a comprehensive suite of messaging services covering video, picture, email, SMS and voicemail.”

“3 is the only network in Australia to bring you live video calling which lets you chat face to face with 3 users whether they’re across town or on the other side of the world*. 

“In 3’s Video Zones you'll be the one who can make video calls, experience high-speed email, catch the latest video news updates at a bus stop, watch sports video highlights of the 3 Test Series cricket in a taxi, get score updates of the English Premier League at a train station, or watch movie trailers in a supermarket queue. You can even shoot videos and email them to your friends, have your emails read to you and play video games. 

“And of course, with Talk & SMS covering 92% of Australia’s population you can also do all the regular things like make voice calls and send SMS.”

*Video calling, information services and some messaging services only available in 3’s Video Zone located in most parts of Sydney, Melbourne, Brisbane, Gold Coast, Adelaide and Perth. International video calling available to customers of 3 networks who are in their video coverage areas.

About 3, Hutchison Telecoms

Some services that are being offered and might be offered via mobile phones are, of their nature, local content. Restaurant, movie, television guides, lottery results, weather reports, road maps and the like are all location sensitive and user expectations will generally demand local information. Other services such as security services – locating one’s children, turning the electricity on and off or seeing who is ringing the doorbell – contain no content as that term is used in the context of cultural policy. 

Other services such as news, music (both audio such as music tracks and audiovisual such as music clips), commercials and children’s programs and adult drama programs are sensitive to displacement by content from overseas.

Indeed local news is sensitive to displacement by major metropolitan news as well as overseas news.

As with the Government’s audiovisual social and cultural policy objectives, the genre with greatest sensitivity to displacement by overseas content will be those where the cost of providing local content is greatest.

Whilst it is too early to establish what content will attract users on 2.5G and 3G phones (let alone 4G) – indeed services have been running for such a short period of time that information on, for instance, the number of music track downloads is not yet available – it is an area the Alliance believes needs to be actively monitored.

In respect of music, the telecommunications companies have been licensed to provide music to consumers and it appears that music available is both from Australian and overseas companies. Many of the Australian companies handling international labels apparently represent Australian musicians as well and it consequently in their business interests to ensure that Australian music is available on mobile phones together with overseas labels. It is also likely that consumer demand will ensure that access to Australian music is available as has been the case with ring tones and wallpapers. However, it is far from certain.

Australian companies are already producing drama and comedy programs for broadcast on mobile phones. For instance, at the end of 2003 Tasmanian cartoon studio Blue Rocket Productions partnered with the European animation mobile content company RSP to provide animated mobile phone content to mobile network operators and DMPS providers in Europe, Israel, China, Korea and the United Kingdom. Producing short children’s animated comedy programs for mobile networks is a natural progression for Blue Rocket building on their albeit short history of producing animated children’s series for television and broadband.

Fox has been piloting one-minute drama series for use on mobile phones and it is possible that at least in the short term series with very short episodes are likely to lead the way. Similarly, “micro-docs” – very short documentaries – might find a market and the Alliance understands that some players have been considering ways of reversioning stock footage for delivery on mobile phones. Whether such usage will complement tourism services – what does it look like, what happened here in the past – or some other kind of service altogether is not known.

The impact that screen size will have on the ability for programs running for more than a few minutes to find a market remains to be seen. However, with digital television quality 4G phones being trialled in Japan it appears that the hope is longer form programs will enter this market. It is also possible that technical developments in foldable screens might make longer form programs such as those broadcast on traditional television possible in the future.

It is also likely that advertising on mobile phone services will evolve in response to consumer tolerance. If advertising is perceived as too invasive consumers may simply abandon the service entirely. Consequently, advertisers may well need to change tactics. Rather than the commercials familiar to television audiences, advertisers may seek to enhance their recognition in the market by sponsoring some services. For instance, a service that delivers updated football cricket scores every 10 minutes might be presented as a message setting out the score and “brought to you by Appledapple Soft Drinks”.

It is likely that consumers will make use of mobile networks in two ways – as either empty or full channels or a combination of both. So-called empty channels are “meeting places that users fill with their own content … like a café where the guests create the noise in the form of discussions around the tables. On the other hand, a full meeting place (or channel) is like a theatrical performance or lecture.”
 Services like SMS, email, telephony and chat are examples of empty channel services. Accessing information and programs are examples of full channel services. And interactive games somewhere in between depending on how they are delivered.

Options for ensuring reasonable levels of Australian content on mobile phones

As with standard television, some program types lend themselves to being exclusively or predominantly local – quiz shows and most sport for example. Others, given the size of the Australian market are subject to displacement by overseas programs notwithstanding the preference of audiences for locally produced material. 

Consequently, in anticipation that this may occur in respect of content on mobile phones, consideration needs to be given to what mechanisms of support could be introduced where market failure can be demonstrated.

Amongst those that could be considered are:

· transmission quotas,

· expenditure quotas,

· positioning and promotion of Australian content, and

· “must carry” and Australian content access regimes.

Under the provisions of the Australian United States Free Trade Agreement (AUS FTA), Australia is not able to move to introduce regulation in respect of Australian content on interactive video services until such time as a service is in operation and it can be demonstrated that Australians do not have adequate access to Australian content.

In any event, given that the future of mobile phones is so uncertain and penetration of services other than telephony, text messaging and sending of photos is as yet very low, it is not necessarily appropriate to move now to regulate transmission quotas for services that might not find a market at all. 

Rather, monitoring developments in what might well be a very rapidly changing market will be essential.

However, the most obvious way to support Australian content now and into the future would be to impose positioning and promotion of Australian content conditions so that it is easily identifiable on services that might be provided. 

This is likely to be a requirement even in the event that a transmission or expenditure quota were imposed to ensure Australian content is not lost to the user by an inability to easily locate it on the service.

Once patterns of consumer use are clearer, “must carry” and Australian content access regimes could prove to be the most effective way to ensure consumers have adequate access to Australian content.

Classification of content and regulation

The Alliance supports the regulation of illicit content, namely content that breaches or incites or encourages breaches of federal, state or territory law, for instance X or RC content, and the use of content that infringes the rights of copyright holders.

As services continue to develop for delivery on mobile communications devices, licensing arrangements have also been developed, for instance, for content developed specifically for delivery to mobile phones such as animated children’s programs, as well as reversioning of programs originally produced for distribution in other media, and retransmission of existing terrestrial television broadcast services such as news and music videos.

Licensing arrangements ensure that in addition to the carriers and services providers, the content providers are appropriately remunerated. Where carriers and service providers receive financial benefit from providing content to users and where they have the ability to terminate access to that content, it is appropriate that they also accept liability if content so provided is unlicensed. 
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