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|_ocation Based Services.
L ocatingtheM oney

Kirk Mitchell and Mark Whitmore
Webraska Mobile Technologies, Australia

ABSTRACT

Location based services (LBS) are considered by some to be the ‘golden
child” of wireless data services and one of the few areas where userswould
bewilling to pay a premiumfor usage. Mobile Operators however areyet to
be convinced, and despiteacknowl edginglocation servicesasstrategic, have
not considered it apriority. Recent LBSdeploymentshowever focusingona
holistic view of user behaviour are showing positive signs of success. These
deploymentsfocuson providing servicesthat integrate different content from
multi plesour cesto provideuser swith acoherent and | ogically connected flow
of application options. Theseapplicationsarecalled” Findit, Routeit, Share
it & Buy it. Importantlythis model maximisesreturn on investment (ROI) by
motivating user to undertake multiple transactions. The challenge for those
withinthe LBSindustryisto convince mobileoperatorsthat LBSisviableand
can deliver a strong ROI. Indeed, the future success of LBS is as much
dependant on locating the money asit is about locating the subscribers.

INTRODUCTION

Theability tocommuni cateacrossacel lular network hashad asignificant
impact ontheway bothindividua sand bus nessesundertakedaily taskstothepoint
wheretoday many peopl earetotally dependent onthemobilephone. Thepromise
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of Location Based Services (LBS) has the potential to further revolutionise
consumer and commercial activity, however likemany goodideas, thepotential
may not berealised.

L BSisconsidered by sometobethe* goldenchild” of wirelessdataservices
andoneof thefew areaswhereuserswouldbewillingto pay apremiumfor usage.
Schemaestimatesthat | ocation sensitiveservicescould generate US$30to $40
additional yearly revenue per user by 2005 and US$100-by 2010. Mobile
operatorshowever areyet to beconvinced,anddespiteacknowledginglocation
servicesasstrategic, havenot considereditapriority.

Thechalengeforthosewithinthel BSindustryistoconvincemobileoperators
that L BSisviableandcanddiver astrongReturnoninvestment (ROI). Indeed, the
futuresuccessof-L BSisasmuch dependant onlocating themoney asitisabout
locatingthesubscribers.

BACKGROUND

Mobile Phone Operators Are Under. Pressure...

Animportant measureof va uewithinthemobil et ecommuni cationssector is
AverageRevenuePer User or ARPU. Todate, ARPU hasalmost exclusively been
generated fromvoi ce-rel ated services. Asthemobil etel ecommuni cati onssector
matures, acombination of factorsarecausing ARPU to steadily decline; these
indude:

- Increased market penetration of low valuemarket segments,

*  Increasedmarketcompetition

*  Fixationby theinvestor community on customer acquisitionnot customer
spendasameasureof value

*  Inability of M obileoperatorsto untock new revenuestreams

Until recently thedeclinein ARPU hasbeen masked by double-digit user
growthrateswithinthemobil etelecommuni cationssector. AccordingtotheUS-
based company, Strategic Consulting, globa user growthrateswill declinefrom50
to 15%by 2002 andwill continuetodeclinetosingle-digit growthratesthereafter.

Seduced by thedot.com euphoriaand buoyed by thesuccessof the Japanese
operator NTT DoCoM o0, many operatorsbelievedwirelessdatawasthesolution
totheir ARPU problems. Wirel essdataservices, however; havebeens owtotake
off. Many claimalack of data-enabled handsetshashinderedtakeupwhileothers
believethat operatorssmply don’t haveacompellingbus nessmodel . Onethingfor
certainisthat many operatorsmadethemistakeof comparingwirel essdataservices
with those servicesavail able onthe web and commenced to migrate readily
availablefixed content towirel essdevices. Experiencehassinceshownthat only
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