 SEQ CHAPTER \h \r 1Trends in Wireless Data Communications

Revenue: After many years of hype, wireless data communications has taken off in the United States, generating $700 million in revenue during the first half of 2003, according to the Cellular Telecommunications and Internet Association (CTIA).  This constitutes an increase of 70% over wireless data revenue in the first half of 2002, and triple the level of the first half of 2001.  Although wireless data communications accounted for just 1.7% of wireless carriers’ total revenue in the first half of 2003, wireless data revenue is the fastest growing part of total revenue, which increased by a more modest 13% during the first half of 2003. This report is based primarily on information obtained during a visit to Wireless I.T. and Entertainment 2003, the largest exposition and conference in the world focusing uniquely on wireless data, which was organized by CTIA in Las Vegas on October 21-23, 2003.

Differentiation: Although wireless data communications do not yet generate a huge amount of revenue, this sector is becoming a source of differentiation for wireless carriers.  Now that wireless operators have chosen their technology platforms for deploying third generation (3G) wireless communications, they are shifting their focus to new applications in their efforts to attract and keep customers.  This trend has progressed further in other regions (e.g., Western Europe) than in the United States, as was noted by a spokesman of mm02, a British carrier, who was one of the keynote speakers at Wireless I.T. & Entertainment.  Wireless data now accounts for 17% of mm02's total revenue, and mm02 expects it to account for 25% of its revenue in 2004.  This growth is driven primarily by text and premium messaging, but application downloading and Web browsing are becoming popular and will soon account for the majority of mm02’s data business.  Sprint is the U.S. operator with the highest percentage of revenue derived from wireless data, according to Kagan World Media.  Data accounted for only about 3% of Sprint’s wireless revenue in the second quarter of 2003, but it is expected to reach 5% by the end of 2003.

Applications of Wireless Data: The principal uses of wireless data in the United States are for text messaging (primarily short message service or SMS), camera phones, e-mail, web browsing,  location-based services, participation television, and applications downloading (ring tones, games, music, and video clips).  Participation television allows TV viewers to reply using SMS over their mobile phones to questions broadcast over TV programs.  The recent success of Sprint was partly due to its ability to persuade customers to upgrade by subscribing to its Vision camera phone service, and this service would probably have been even more successful if it had not been limited by a shortage of handsets with cameras during the second quarter.  Verizon Wireless seems more typical of U.S. wireless operators in that wireless data accounted for 1.7% of its total revenues in the same quarter, due primarily to SMS and downloads of BREW applications development protocols, according to Kagan World Media. 

Promising Outlook: Tom Wheeler, outgoing President and CEO of CTIA, emphasized during his keynote remarks at Wireless IT & Entertainment that there is great potential for growth of wireless data, pointing out that two out of every three U.S. consumers already carries a device capable of receiving wireless data.  He then announced the common short-codes initiative to further stimulate text messaging, which is already taking off in the United States.  This initiative 

allows companies such as TV stations to purchase a 5-digit code that identifies the company in

the text messages carried by most U.S. mobile operators.  This makes it possible for users to opt into promotions by participating companies.  Growth is particularly evident in wireless gaming and entertainment applications, where several startups are flourishing, and Nokia’s new N-Gage wireless gaming device is creating opportunities for additional revenue growth.    

There was a level of optimism at the conference that has not been seen in years.  The director of mobile multimedia services at AT&T Wireless confirmed that all the elements are in place for success in the wireless data market during a Mobile Entertainment Summit at the CTIA conference.  Several industry observers said wireless carriers could see faster growth in data than wireline carriers have experienced.  For example, Lucy Hood, Senior Vice President of Content for News Corp., said Fox received millions of votes in the TV polling promotion it broadcast during the U.S. baseball play-offs.  During this promotion, more baseball viewers cast votes using their Sprint PCS phones than those using wireline Internet connections, she noted.   

Another reason for optimism is the increasing focus on wireless applications for businesses.  The Chief Information Officer of Texas Instruments described in his keynote remarks how his company adopted during the past year three wireless platforms such as notebook PCs for use by its employees, due to pressure from certain employees who bought their own wireless equipment to use for their work.  He commented that it is like the early days of the PC revolution, when a company had to adopt company-wide platforms to standardize corporate systems and avoid security problems.  Another keynote speaker was the Chief Technical Officer of General Motors Information Systems and Services, who described how some 2 million users are finding unforeseen applications for GM’s Onstar navigation systems.  Another glimpse of the future was provided during the keynote by a Vice President of Motorola, who demonstrated a prototype of the MXC chipset that Motorola is developing to allow personal digital assistants (PDAs) to transmit voice and data seamlessly across multiple architectures and applications.  He said that this chip would provide the interoperability sought by enterprises while speeding the development of new enterprise applications at a reduced cost.     
Enabling technologies:  These trends in data communications applications are being enabled by various technologies.  A snapshot of trends in these enabling technologies was provided during a seminar on how EDGE and WLAN Technologies can bridge the gap to third generation (3G) wireless during the CTIA Conference.  During the seminar, two industry observers (one of whom was an AT&T Wireless rep) stated that 2.5G will arrive before 3G wireless in most areas of the United States.  For example, AT&T announced nation-wide availability of EDGE to all its GPRS subscribers in mid-November.  According to AT&T Wireless, EDGE is likely to be the basis of the principal nation-wide networks for all mobile multimedia applications except video during the next two years.  It was also widely recognized that WLANs are designed for stationary access to broadband, not standardized mobile access like EDGE, and that current efforts to improve the security of WLANs are likely to increase their potential for business applications.  AT&T Wireless noted that the FCC has already assigned more spectrum for WLANs than for all cellular and PCS services.  A Nortel Networks executive described EDGE as the first technology to allow mobile operators to differentiate the quality of their service from that of their competitors, as will 3G.  He also described a Nortel partnership to provide security for EDGE and WLANs using SIM (subscriber identity module) cards.  However, it was acknowledged at the seminar that the challenge for the transition to 3G will be to manufacture handsets that can access both 2.5G and 3G wireless networks.  

Trends in equipment and software: Current trends in equipment and software enabling new data applications were demonstrated during the Wireless Widgets Showcase that CTIA sponsors in a booth at the show.  Among the twelve latest innovations in wireless handsets and headsets shown there were a wireless phone that downloads music, a Bluetooth headset, a picture phone, a mobile gaming device, a rugged handheld computer with streaming video, text prediction software, and a Smartphone with both a traditional phone keypad and a computer thumbpad using the conventional computer QWERTY keyboard.  There were also forums for developers of data applications on both of the principal mobile operating systems used on Smartphones, i.e., Microsoft’s Windows Mobile 2003, and Symbian. 
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