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Chapter |1

Canada:

M obile Commerce
Under Construction

Detlev Zwick, Schulich School of Business, York University

Abstract

This chapter sketches the Canadian mobile commerce space. Relative to
other parts of the world, Canadians have been slower in their embrace of
the brave new wireless world. The Canadian mobile commerce market is
characterized by relatively high costs for consumers combined with inflexible
pricing strategies and the rather limited content available for wireless
communication and commerce. In addition, limited network speed and
robustness to handle more advanced services remain obstacles for wider
application rollout and adoption. As a result, the Canadian market for
mobile communication and commerce will remain dominated for some time
to come by consumers’ demand for reliable and low-cost voice services.
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| ntr oduction:
Mobile Communicationsin Canada?

Canada’'s telecommunications market is characterized by a relatively strong
growth in wireless services, high levels of penetration of broadband Internet
services and moderate competition for local and long-distance services (Budde,
2005). A recent slowdown in revenue growth for the industry as a wholeis due
to increasing competition that puts pressure on prices and fuels investment in
product and service innovation. Together with wireline services, such as cable
and direct-to-home, and multi-point distribution systems (DTH/MDS), the
wireless segment has driven growth in the communications service industries.
Together, these three market segments account for more than a fifth (up from
14 percent in 1998) of the entire communications service market in Canada
(Statistics Canada, 2003). Revenuein the resellers, satellite and other telecom-
munications segments has remained relatively stable since 2001.

Canada’ s mobile industry has been expanding significantly from its inception
and, according to Informa Telecoms and Media Group (2005), demand is
expected to remain strong for the foreseeable future. This assessment is likely
to hold true as currently only just above 50 percent of Canadians (about 15
million) have access to a wireless device and subscribe to wireless products and
services.?2 Hence, with regard to wireless adoption, Canada ranks quite low
internationally, leaving room for growth.

Onereason for such slow and low adoption of wireless servicesis theinflexible
and comparatively high cost structure in the Canadian cell phone market,
protected by what could be called an oligarchic market structure. Within such a
market, lowering price points or pushing different payment models, such as the
prepaid phone card, to attract higher volume of what aretypically lower margin
customers, isnot essential. In addition, wireless operators haveinvested arather
modest C$12 billionininfrastructureand services since 1990 (Informa T elecoms
MediaGroup, 2005). Y e, in 2003 al onethe Wirel ess Service Providers segment,
which in Canada includes Bdll and its partners (Bell Mobility, Aliant Mobility,
MTSMobility and SaskTel Mobility), TELUSMobility, RogersAT& T Wireless,
Microcell Telecommunications Wireless services as well as paging companies
and other radio communication carriers, generated C$8.2 hillion in revenues
(Statistics Canada, 2003). Reative to the total economy, the telecommunica-
tions service industry’ s total share of the economy’s capital investment was 2.9
percent in 2003, its lowest level over the past seven years (Statistics Canada,
2004).

The Canadian market is currently split between the CDMA and the GSM/GPRS
network standards. Among the dominant carriers, Bell Mobility and Telus use
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CDMA (or updated versions suchas CDMA 2000 1xRTT or CDMA 1xEV/DO)
whileRogers AT& T and Microcell (acquired by Rogers in 2004) runs on GSM/
GPRS (while phasing out its TDMA network). Rogers AT& T has initiated
efforts with its United States partner, AT&T, to enhance the Canadian and
United States networks by introducing EDGE (enhanced data rates for GSM
evolution) capability across the network. Rogers AT& T claims this to be a 3G
network enhancement, but according to thel TU (International Telecommunica-
tions Union) the dataratesfor 3G haveto be 384 Kbps and above, which EDGE
does not provide. So, although EDGE is a 3G technology, the Rogers network is
atrue 2.5G enhancement. The other carriers follow the United States modd and
aremoving towards CDMA 1X standardswith comparable transmission speeds.

In the following sections we first provide a brief historical context for the
emergence of Canada’s mobile commerce industry. Then we discuss current
success stories in the Canadian mobile service business and subsequently place
our observations in the CLIP framework. Finally, we offer our views on the
future direction of the industry and respective managerial opportunities.

Mobile Commercein
the Canadian Context

Mobile commerce is comprised of many kinds of wireless services, driven by
different technologies that operate within various frequency bands. Four major
wireless service providers — Rogers Wireless, TELUS Mobility, Microcell and
Bell Mohility (see Figure 1) — offer such services in Canada.

Figure 1. Wireless market share by wireless company, 2004

/D Rogers AT&T

L[] Bell Mobility
D Telus
D Others

Source: Statistics Canada and companies’ annual reports
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Figure 2. Growth in wireless subscriber base relative to residential and
business wirelines, 1988-2003

Source: Industry Canada, Survey of telecommunications service providers (April,
2004), and Buttle (2005). Residential and Business line numbers for 2003/04 are
based on estimates by Industry Canada and NBI/ Michael Sone Associates (2004).

In 2004, however, Rogers Communications Inc. acquired Microcell, taking over
its subscriber base and the Fido brand. Since their inception in 1988, all of the
incumbent telecommunication service providers have increased their wireless
subscriber bases. Since 1999, theincreasein the number of subscribers has been
particularly robust with annual growth rates for the national wireless service
providers of more than 20 percent (see Figure 2).

The steady growth of the wireless subscriber base has been accompanied by a
steady decrease in prices, thus decreasing the average contribution per user to
overall revenues from almost C$80 in 1994 to below C$28 in 2004 (Miezejeski,
2004). Asarough approximation of a customer’ swireless bill, declining average
revenue per customer means not only falling pricesfor existing services but also
underscores the difficulty of wireless service providers to market new value-
added, high-margin servicesto new and existing customers. However, in the past
two years average revenues per customer have stabilized as companies now
focus on retaining higher margin customers rather than acquiring new ones. A
strategic emphasis on revenue growth to the detriment of aggressively adding
new customers may indicate that the market is maturing, even though the
teledensity indicator of wireless subscribersisstill just above50 subscribers per
100 inhabitants (Miezejeski, 2004).
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Figure 3. Telecommunications services operating profit margin 1997- 2004

Source: Industry Canada, Survey of telecommunications service providers
(April, 2004), and companies’ annual reports.

Thewireless segment had experienced negative operating profits due, in part, to
the significant start-up costs associated with the introduction of the digital
Personal Communications Services (PCS) network. Operating profits signifi-
cantly improved in 2002 and have since surpassed the operating profit margins
of the wireline segment. This is largely due to a significant drop in capital
expenditures per customer from previous years.

At the end of 2004, the wireless service provider market presents itself as
transparent and is largely divided among threeremaining big playersin Canada—
Rogers, Telus and Bell Canada. Competitivepressurein thewireless market has
been moderate, and with theloss of Microcell and their flagship brand Fido, it is
unlikely to increase. As one commentator puts it (Englehart, 2004), “[L]ocal
telephone competition in Canada has been a flop. The incumbent telcos have
nearly all of the market after seven years of competition. Almost all of the
competitive local exchange carrier (CLECSs) have become insolvent and many
have disappeared.” With respect to mobile commerce and the wireless market,
the combination of sustained profitability, uncertainty about what wireless
services, phone features, and applications consumers really want, a strong
broadband-based Internet presence and absence of high competitive pressures
to innovate provide for a less dynamic market environment in Canada than
perhaps in other parts of the world.

One of the unique features of the Canadian market in general, and the
telecommunications marketing in particular, is the regulatory constraints put on
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foreign companies interested in competing. Foreign ownership is limited to 25
percent, which means that the existing oligarchic market structure is relatively
safe from foreign threats. However, an interesting development will be the
arrival of Virgin Mobile in the guise of a mobile virtual network operator
(MVNO). In a deal with Bell Mobility, Virgin Mobile rents wireless capacity
rather than build its own network. It is a model that has been known in Europe
but took longer to develop inroads in Canada because none of the big carriers
wanted to open up the market. It can be expected that Virgin Mobile will shake
up the market and increase competition, especially for the lucrative youth
market.

Successful Services
in Canada’s M obile Sector

AsGoggin (2004, p. 2) observes, “[C]ontemporary soundscapes now feature not
only voicecallsin previously quiet public spaces such as buses or restaurants but
also the aural irruptions of customized polyphonic ringtones identifying whose
phone is ringing by the tune downloaded.” In Canada, cell phone use, while
prevalent, does not yet have the same public pervasiveness it has in other parts
of the world. It isfar from absent, of course, but compared to Berlin, Rome or
Tokyo, wherebusses and subways, waiting lines, town squares, cafes, university
dining halls and high schools are considered ideal space/time configurations for
eclectic cell phone uses, Toronto seems conspicuously empty with wireless
chatter, frantic multimedia- and text-messaging and absorbed game-playing.

SMS, for example, one of the most successful applications in Europe, has been
a slow starter in Canada. A recent Ericsson survey (Ericsson Consumer
Lab,2004) reported that only four percent of Canadian wireless phone users
report sending or receiving text messages once a day or more. Only about half
of all cell phone users send SMS messages at least once a week. On the other
hand, North Americansclaimto spend about 49 minutesaday talkingontheir cell
phones, which is almost twice the global survey’'s average talk-time of 27
minutes. Cost remains the main reason for this different usage pattern in North
America. Voice serviceis relatively inexpensive, with flat fee plans that provide
users with a set amount of weekday minutes (typically between 100-1,000,
depending on the price of the plan) and unlimited evening and weekend time.
Such a price/usage structure replicates in essence thefixed-line service plansin
Canada, which charge consumers a flat fee for unlimited local calls and a per-
minute fee for long-distance calls; SMS, in comparison, isrelatively expensive.
Hence, unlike other parts of the world, in Canada the economic incentive to
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switch modes of communication from voice to the somewhat cumbersome and
slow text messaging does not exist to the same degree.

Furthermore, the slow adoption rate of innovative services such as SMS has to
do with the fact that WSPs showed little interest in compatibility between
services, hoping that theirs might become the standard. Thus, interoperability
between systems (enabling consumers of different carriers to exchange short
messages) was not achieved until 2002, when carriers looked to Europe and
noticed that almost 15 percent of WSPs' profits came from the use of the short
messaging service. As a result, wireless carriers pushed for interoperability
between systems to enable short message exchange that was independent of the
digital wireless technology of the sender or receiver. In April of 2002, Bell
Mobility (CDMA), Telus(CDMA andiDen), Rogers(TDMA, GSM/GPRS) and
Microcdl (GSM/GPRS) set up the CMG Interoperability gateway, which
enabled short messages exchange between any cell phone on their combined
systems (Crowe, 2002).3

While interoperability was established for SM'S, the existence of two network
standards has al so hampered thedevel opment and functionality of other complex
interactive network applications (i.e., applications that do not run from the
handset), such as Multiplayer games or mobile banking services. As a result of
this, and a cost structure that favors voice service, the market for data transfer
iscomparatively small. Y et even as domestic demand for mobile communication
services, productivity applications and entertai nment content may remain limited
for the foreseeable future, Canada is hometo a number of companies like AirG,
one of the most successful mobile entertainment content supplier
companies,headquarteredinVancouver, British Columbia. WhileAirG provides
games and multimedia content to Canadian carriers, with some exclusively for
Bell Mobility, the company sources and sells globally.

Mini Case Sudies: From the Canadian Mobile Desert

As Dholakia, Rask and Dholakia state in the opening chapter of this book, m-
commerce refers to monetary transactions conducted via a mobile telecommu-
nications network by employing devices such as mobile phones or palmtop units.
For m-commerce to happen, at the minimum, the device and the network should
be configured to enable communications (C), information (I) exchange and
payments (P). In the Canadian context, such configurations are still somewhat
limited. Y et, some m-commerce applications are beginning to emerge. We preset
case studies that are representative of the emerging models in the Canadian
market. The study of Paymint exemplifies the use of the phone as wallet.
Another case study relates to Research in Motion's (RIM) BlackBerry device
and the versatile communication capabilities it provides. The case of Swordfish
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presents the small but trendy market for location-based entertainment applica-
tions, while the Instant Talk case features a voice-based, multiple-user commu-
nication service by Telus.

Paymint

Monday afternoons are a hectic timefor Angela Smith, a freelance sportswriter
for the Toronto Star and mother of two teenage daughters. At 1 pm she gets in
her Chrysler Sabreto drivefromher homein oneof Toronto’ s sprawling suburbs
to the weekly editorial meeting at the newspaper’s downtown headquarters.
Luckily, shefinds a parking spot closeto the Star’ s facilitiesin one of thecity’s
public parking facilities scattered all over downtown and prominently marked
with a large green P-sign. As she enters the parking garage, she takes out her
cell phone and speed-dials the phone number displayed at the entrance. An
automated answering service recognizes her phone and prompts her for a
password. She enters a 5-digit code and immediately receives a conformation
that she has been registered in the garage. The meeting with the newspaper’s
sport editor is short this time, and just 60 minutes later Angela returns to her
parked car. As she starts it up and slowly makes her way to the exit, she again
speed-dial s the parking lot’s phone number to “ check out.” The system on the
other end confirms the transaction, provides Angela with the exact duration of
her stay in the garage and the amount that will be charged to the credit card
associated with her phonenumber and password. If sheislucky, she might make
it in time to watch her daughters’ ice skating lessons.

Paymint is a parking service provided by Mint Inc., a software company
headquartered in Toronto, Ontario that allows for a simple and convenient way
of paying for parking services through the use of a mobile phone. The customer
isthe Toronto Parking Authority (TPA), thelargest municipal parking operator
in North America, which manages morethan 200 parking facilitiesand thousands
of automated street-side parking meters. In Toronto, there are two typical
methods of paying for parking. Thefirst involves paying an electronic parking
meter (cash or credit card) for street-side parking; the second involves paying
a human parking attendant or automated teller upon entering or leaving the
parking garage. With the Paymint System, customers avoid thesehassles by first
parking their vehicles, then dialing a specified telephone number and entering
their lot number. When a customer is ready to leave, he or she dials the number
again to end the parking session. The sessionisthen charged to a pre-authorized
credit card that users specified during their registration phase. Payments can
then be viewed on a consolidated on-line statement for easy tracking. The city
paysMint Inc. acommissionfor handling payment security, billingandcollection
of fees.
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The adoption of this technology has been promising, especially in downtown
Vancouver, British Columbia where the Paymint System has been incorporated
into 80 percent of the 7,500 EasyPark lots run by the city. In Toronto, the TPA
has implemented Paymint in at least 30 of the 200 Green-P downtown lots. It
represents one of the first e-wallet type applications in Canada.

BlackBerry (Researchin Motion)

Peter doesn’'t know the meaning of the word “relax.” As the creative director
of one of the biggest ad agencies in the country, heis constantly on the road to
meet with clients, check up on designer teams and oversee implementation. Just
as Peter was leaving his office in a trendy neighborhood in the east of the city
to get some Sushi for lunch, he notices a beeping sound coming from his suit’s
breast pocket. It was his BlackBerry reminding him that he had a 12:30 p.m.
appointment with the account manager and the client of his biggest current job.
He had forgotten about the appointment which was scheduled a month ago, but
like many other appointments over the past few days (sincethelargest Canadian
beer company announced that it was|ooking for a new agency to conduct a major
re-branding campaign), got lost inadeluge of new activities. He quickly ran back
to his office, took thefiles he needed for the meeting and called a cab. In thecar,
he used his BlackBerry to send a message to his two team members reminding
them of the meeting and what he expected them to talk about. Peter knew that
unliketheir cell phones, his colleagues never switched off the BlackBerry device,
so they would receive his message instantly. Within minutes, he received
confirmation that they were on their way to the meeting with their gameplan in
hand. Peter sinksinto the back seat and triesto relax as much as possible during
these busy times. He still had not had lunch and decided to e-mail his client’s
secretary to order some sandwiches. Two minutes later his beeping BlackBerry
displays a reassuring “no problem.”

The BlackBerry is a hand-held mobile device created by Research In Motion
(RIM), aCanadian firm based in Waterloo, Ontario. The BlackBerry isideal for
busy professionals who need to stay connected whileaway from their desks. The
device allows individuals on the road or away from their offices to receive their
e-mails instantly (always on cellular connectivity), organize their contacts and
makephonecalls. It also providesInternet accessibility viaafully functional web
browser. On traditional PDA devices, users have to log into an e-mail program
and manually retrieve their e-mails. The RIM BlackBerry eliminatesthe need to
manually connect to such programs through what they call “push” architecture.
The BlackBerry’s “push” technology enables messages to be automatically and
immediately routed to the hand-held device. The BlackBerry has a mini-
keyboard, which makes it relatively easy to compose e-mails and text messages.
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Thelatest BlackBerry modds (7100 seriesin North America) have a quitelarge
(240x260) color screen, operate on a 850/900/1800/1900Mhz GSM/GPRS
network and have an integrated phone with speakerphone along with Bluetooth
connectivity. The operating systems provide support for MIDP 1.0 and WAP
1.2. The BlackBerry devices and subscription plans can be purchased directly
from partnered network service providers such as Rogers Cable in Canada.
Shipments of the BlackBerry increased 289 percent in 2004 from the previous
year, boosting the company’s market share to 18.6 percent from 5.3 percent a
year ago.

The BlackBerry has become indispensable among the Canadian corporate €elite.
Its cellular connectivity and always-on feature deliver reliable, anytime/any-
where communication and information services on a decent size screen.
However, the device and usagerates are expensive, currently preventing private
consumers from adopting BlackBerry devices in any significant numbers.

Swordfish

At 3 pm Peter and Claudia can’t wait to get out of their midtown high school
classroom and, armed with their cell phones, hit the streets of Calgary. They aim
for Kensington and 10™ Street, a trendy hangout for students fromlocal colleges
and universities. The district’s alternative/granola/urban tech feel makes it
easier for Peter and Claudia to inconspicuously disappear into their cell phone
screens and launch Swordfish, North America’'s first location-based mobile
multiplayer game. They will need to separate, though, because as of the moment
they connect to the network, they arecompetitorsinthis challenging skills game,
which pits the player against a virtual school of swordfish and against other
playerstrying to get to thefish first. Peter and Claudia arrange to meet up later
for dinner at their favorite organic sandwich bar afew blocks north, where they
will compare the results of their afternoon’s worth of fishing. As Peter says
good-byeto Claudia, hismind is already racing, scheming how to make the best
use of roughly three hours of playing time before they meet up again. He loads
Swordfish andimmediately hislocationis verified and the fish becomevisible on
his screen. As he scans the screen, he sees afew smaller fish up north, probably
300 feet. They will be easy to catch, hethinks, but Claudiawent inthat direction
when they parted and, while he contemplates his chances of beating her to them,
a message appears telling him that these fish are being approached and caught
by Superfly (Claudia’ s screen name). Thegood newsistwo much bigger fish are
swimming just about 200 feet east of him and, since Claudiawill need sometime
tored inher catch, heshould beableto get therefirst, unless, of course, someone
eseinterferes; currently the area looks clear. As he gets closer to the fish, one
of them, it turnsout, isa Swordfish. The Big Catch! Hard to find, and even harder
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tocatch. It will takepatiencebut, evenif that isall hewill get out of this afternoon
— just one Swordfish — his high score will get a major boost, destined to move
him close to the top spot in the Calgary Swordfish rankings— and finally past
Claudia— at least for a few days.

Blister Entertainment Inc. of Calgary, Canada, has launched North America’'s
first assisted global positioning satellite (GPS) game with the introduction of
Swordfish, a high-tech contest that pits cellular phone users against virtual fish
and other users. To play Swordfish, users need to download the game onto their
java-enabled, GPS-equipped handsetsfirst (Audiovox 8450 or 8455, a Samsung
SPH-A600 or Sanyo 8100 phone), and they need to bein a Bell Mobility CDMA
1X network. Thegame systemis comprised of three main components: the client
software that resides on the phone, KnowledgeWhere’'s Location Application
Platform (LAP) and the mobile providers location-based system (LBS).
Swordfish client software provides the gaming interface to the end-user. The
first version of the game was launched in the summer of 2004. Version 2.0 was
released December 2004.

Carriers chargeaflat fee for the purchase and an additional usage fee of around
15¢ per scan. In addition, mobile browser airtime charges may apply. When the
gameis launched, the user’ s actual position is determined via assisted GPS and
rendered on screen in relation to the nearest school of virtual fish. In order to go
fishing, theuser needsto physically movewithin range of theobject, cast thelure
and try to catch the fish. The game uses artificial intelligencefor the creation of
virtual fish and schools of fish. Hence, the objects behaverelatively intelligently,
depending on their type. Some will try to move away from the fisher to avoid
being caught, while others struggle and fight for freedom when actually caught
and skills arerequired to hold on to big fish.

Users can always check their scores on the phone and online and see their local
and national ranking against other players. In sum, mobile multiplayer network
games take advantage of high-speed networks and services that mobile service
providers are eager to sell. The problem with the current game ecology is that
the payment structure favors handset games rather than networked multiplayer
games. | n addition, the value of a network game depends on the presence of other
users. Yet, presenting a typical high-technology marketing dilemma, users are
unlikely to sign up if the existing user network is perceived as weak (Frels,
Shervani, & Srivastava, 2003; Moore, 1991). Carriersare partly responsiblefor
the low adoption rates of these games at the current time.

Nevertheless, with network connectivity growing faster and more robust,
interactive network- and location-based games are likely to become important
applications, spearheading the development and introduction of immersive
communications environments that operate and persist across phones and
networks. And if these systems make for smooth micropayments, the early
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multiplayer, multiplatform game systems could usher in a new era of mobile
commerce and content (Hall, 2003).

Instant Talk

Sitting in one of Montreal’s bohemian cafés savoring the short-lived silence
before the evening crowd files in for concentrated espressos and urbane téte-a-
tétes, Johnglances over thequarterly salesfiguresonhislaptop. Selling high-end
chocolatein Canadawas a challenging business! After alarge amount of coffee,
Johnthinksup away to improvedistribution but he needsto check with a number
of folkstoverify whether hisideahaslegs! John reaches into hispocket and pulls
out his cell phone with the Instant Talk feature available to his company’s
employees. With the push of a single button, John is ableto access his “ partner
list” and send out “message alerts’” to everyone he needs to talk to. Within
seconds he is connected simultaneously with Paul at the head office in Utah,
Peter, main supplier of milk in Calgary and Wendy, sales director of the western
region in Vancouver. They are holding a virtual meeting. With everyone there,
throwing around ideas and making suggestions, John refines his idea and, once
disconnected, begins drafting the memo of his distribution scheme! As the café
is filling up with the after-dinner crowd, John transmits the memo and heads
home.

Instant Talk is a new feature offered by Telus Mobility, a Canadian wireless
telecommunications provider. TheInstant Talk feature allows usersto use ther
cell phonesliketraditional walkie-talkies. By pressing a singlebutton, clients can
communicate immediately with one or many contacts simultaneously. This
feature only works on selected handsets, therefore, for a party to be included in
an Instant Talk session, an Instant Talk-enabled phoneis needed. The serviceis
targeted at businesses that want to enable employees to have instant meetings
without having to travel.

To activate the service, the client simply pushes the button on the side of the
phone, inputsthereceiver’ s number or selectsaclient list then pressesthe button
again. This sends an alert messageto that person(s) and oncereceived, they can
begin their conversation. A unique feature of Instant Talk istheability to create
online client lists, which enable the client to talk to multiple people across the
country simultaneously with theclick of a button. Registering client listsis done
online via Telus mobility’s online account management system. In the scenario
above, if John wants to get in contact with Paul in Utah, Peter in Calgary and
Wendy in Vancouver, all he needsto do is to sedlect the contact list that contains
these contacts and press the call button, which sends an alert messageto all three
parties instantaneously. Instant Talk uses Telus's national CDMA 2000 1X
network, which provides decent coverage across Canada. The carrier offersthis
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serviceasan additiontoits existing PCS phone plans and charges between C$10
and C$20 for it.

Viewing Canada’s M obile Sector
in the CLIP Framework

At this point intime, the CLIP framework captures many possibilitiesfor mobile
applications and services that will take many yearsto materializein Canada. The
Canadian mobileecology iscurrently largely focused onand fuel ed by integrating
communication capabilities and providing entertainment-based information ex-
change. Network coverage for mobile phones is generally good across the
country and excellent in large urban centers. Communication integration is
improving as new handsets can now be used to send and receive e-mail.
Customers of Rogers AT& T, for example, can log into their Y ahoo! accounts to
check and respond to e-mail. With RIM’s BlackBerry leading the way and
setting standards with regard tointegrating all possible communication formats,
adoption of handsets will be driven by their ability to bring multiple communica-
tion formats to the consumer across platforms.

The second driver of mobile commerce and wireless business in Canada is
entertainment-based information exchange. Short and multimedia messaging
has seen slower adoption and growth than in other parts of the world but both
information formats will keep growing and fuel the data market. Handsets are
improving, adding new features such as camera capabilities and Java support,
running more sophisticated games and playing diverse ringtones. Here, the
arrival of Virgin Mobile could have an accelerating effect because of the
company’ s focus on aggressively marketing mobile usage as fun and entertain-
ment to the youth market, historically the early adopters of new services. This
may include pushing more handset- and network-based games, even as network
standard incompatibility issues between major carries set a barrier.

Payment services, contrary to what the Paymint e-wallet mini case above may
indicate, aretheexception and location-based services arealmost entirely absent
from mai nstream consumer markets. Inthe payment sector of the CLIP m-portal
framework (see Figure 1 in keynote chapter), banks offer mobile banking
services including account balance, money transfer and bill payment. However,
none of these services have seen encouraging adoption rates. In fact, some
banks havealready terminated development and support for mobilestock trading
after recognizing that there is not sufficient interest among existing and new
consumersfor thisservice. The 724 Solutionswireless banking service, launched
first in Europe and later offered by the Bank of Montreal in collaboration with
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Nokia’ s network division, flopped while costing the bank a lot of money. Many
problems driving up cost while not generating any measurable return had to do
with the complexities of making such services available across different network
standards. At atime when there were, in effect, three coexisting main network
standards, banks had to make sure their interactive, network-based banking
communication service was operational with all of them.

Similarly, even though information about strategies, investment and results of
mobile initiatives is difficult to obtain, some of the MBA students at a leading
business school who aredirectly involved withtheir employers’ mobileinitiatives
confided to the author that so far consumer demand for any mobile service has
been disappointing and that any future initiatives will be tested very conserva-
tively for their profit potential. The conventional wisdom among these IT
marketing professionals is that consumers simply will not tolerate the mobile
device's small screen and slow connection speed while they have high-speed
connectivity and intimatefamiliarity with theenvironment on their home or work
computers. In addition, it should be noted that electronic banking in Canadais
also much less prevalent and common than in Europe. It could be theorized that
because of low profile electronic banking, an important socializing force is
lacking that would support the adoption of mobile banking.

Location-based services (LBS) are increasingly available and are only very
slowly becoming more popular, mostly among the youth segment interested in
location-based multiplayer games such as Swordfish presented above. The
lackluster LBS market does not suffer from a supply side problem. Thereis no
dearth of choice for consumers interested in transforming their handsets into
mobile game machines. However, closer scrutiny of actual adoption rates of
some of the multiplayer games reveals very low numbers. For a good gaming
experience, handsets need to be java-enabled and GPS-equipped and networks
need to have at least 2.5G data transfer rates. Such requirements slow down the
rate of adoption of new technologies. In addition, unlike handset games that are
played locally and individually, network multiplayer games suffer from the
network effect, which states that a critical mass of playersis needed to makethe
experience valuable for everyone (Lee & Colarelli O’ Conner, 2003).

More promising at this point are less complex and more functionally oriented
LBSs. For between C$3 and C$12 per month, Rogers sells a user plan called
“navigate mobile internet,” which allows users to browse the Web, download
ringtones and video clips and locatethe closest taxicabs. In addition to theyouth
market, safety needs drive location-based traffic. Bell Mobility’s Roadside
Assistance service has been enhanced to include location-based technology,
calledthee9-1-1in North America, which allows Bédll to |ocate customersin case
of an emergency, if they consent. In 2003, the Roadside Assistance service was
thefirst commercial application of Assisted GPS roadside assistance technol ogy
offered by a wireless carrier in North America. Bell also has a service called
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MapMe™, which uses Global Positioning System technology (GPS) and Cell
Tower technology to locate the user and display a live, real-time map. The user
can zoom in and out of the map, pan in all directions, display street names and
get step-by-step directions from his current location to restaurants, movie
theatres, ATMs, gas stations and hotels.

In sum, within the Canadian context, WSPs build the m-portal. Since charges
occur on a pay-per-use basis, WSPs try to increase content of the wireless
Internet, such asringtones, e-mail accessihility (e.g., Y ahoo! and Hotmail), chats
or games. Promotion of these services is moderate and user acceptance
comparably low, chiefly because of the perceived high costs of using them. Key
limitations to more aggressive development and adoption of payment- and
location-based services are found on the supply and demand sides. In the
payment arena, meaningful offers have been rare and carriers, financial players
and third parties appear unenthusiastic about building up a mobile commerce
product line. On the location-based service side, product offers are increasing
more rapidly but technology issues dampen their adoption. Upgrading to more
advanced, GPS and java-enabled handsets is costly for consumers and 2.5G
network rollouts (CDMA and GSM/GPRS) have been slower than expected,;
coverage will remain spotty for some time to come.

Concluding Remarks:
Standard Barrier and the Future

Exchange students from Europe and Asia frequently comment on what they
perceive as a backward mobile ecology in Canada. Undoubtedly, Canadian
students are much less reliant on, and possibly more selective with, cell phones
than their foreign counterparts to satisfy their communications, entertainment
and personal organization needs. Mobile commerce in Canada largely consists
of voice, some moderate short- and increasingly multimedia-messaging use,
entertainment (single-user games) and some customization-related services
(such as downloading ringtones and printing skins for one's phone®). With
broadband connectivity at home among the highest in the world and the number
of wireless networks in cafes, hotels, airports and campuses growing very
quickly, PCs currently represent the preferred means of satisfying mobile
communication, entertainment and information needs for Canadians. In addition,
in the eyes of consumers the flat fee pricing strategy favors voice services over
data transfer. Without a price differential between voice and data, text messag-
ing, often perceived slow and tedious by the users, remains relatively unattrac-
tive.
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Furthermore, in many parts of the world the mobile phoneincreasingly plays an
important rolein contemporary visual and material culture asafashionitemand
status symbol (Goggin, 2004, Jan 12; Harney, 2004). In Canada, however, cell
phonesfor themoment maintainadistinctively utilitarian appearance, whiletheir
effect onthecultural and aestheticfabricisstill relatively confinedto subsegments
of the population, such as younger consumers and, to a lesser degree,
businesspeople.

As mentioned above, Canadians have been slower in their embrace of the new
wireless servicesthat have swept Europe and Asia, including global blockbusters
likeSMSand, increasingly, MMS. Our analysis of the Canadian wirel ess context
suggests that the uniquely Canadian * mobile consumer behavior” istheresult of
the comparably high cost of the medium and carriers’ rather inflexible pricing
strategies, the still somewhat limited content available for wireless communica-
tion and commerce and the lag of network speed and robustness to handle more
advanced and sophisticated services. However, attempts are being made to
promote what is available, such as SMS, at least in some market segments.
During the 2004 presidential elections in Canada, Nokia's Youth Text 2004
program sponsored an unprecedented text message initiative designed to engage
young people intheissues of thefederal election campaign. The program staged
a number of successful live text messaging chats between presidential candi-
dates of all parties and young Canadians across the country (Schick, 2004).

As in other parts of the world, WSPs and content providers face a lot of
uncertainty about consumer preferences beyond a desire for reliable and clear
voice connections. Hardware features such as wireless headsets and color
screens have been successful, as have personalization features such as
downloadableringtones and printable skins. Nevertheless, surveys by Forrester
show that cameras, videocams, and other doodads each right now generate
interest in only smaller groups of American users (LaGesse, 2004).

It appearsthat unlikein the United States, where competition has squeezed profit
margins on voice calls, Canadian WSPs are less pressured to introduce new
services to increase the data traffic sent over their networks. Still, even for
Canadian carriers, increasing the data market must have high priority to remain
profitable in the long run when voice will become commoditized even here. The
addition of Virgin Mobile to the carrier ecology is likely to speed up this move
towards data services. Hence, features and applications will be launched in the
hope that something will catch on. In the final analysis, it is not a question of
whether additional m-commerce functionality will be offered to Canadians, but
rather when and how.

Judging from our analysis, information- and entertainment-based services
prompted by the availability of new phone features (device convergence) and
faster networks are most likely to be added to the current products because the
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infrastructureto deliver these productsisalready inplace. LBSsareapromising,
yet wholly unpredictable market, and one thing carriers have going for them is
that they have been very cautions in managing consumer expectations for these
services to forestall disappointment. Particular functional services such as
roadside assistance and taxicab location will catch on sooner because these
services are clearly defined in the mind of the consumer and they do not require
the same technological leve of sophistication that, for example, network games
do.

Payment services using handheld devices will takelonger. Banks, whileinitially
relatively eager to develop such capabilities, have since learned that consumers
are less interested than anticipated. In addition, banking in Canada is still
relatively paper-based (checks are still a very common and often preferred
method for paying rent, phone and utility bills, or government services). Elec-
tronic wire transfers have only very recently been introduced to the consumer
market and are still considered a novelty(!) and, compared to their European
counterparts, many years behind in the process of integrating information
technology in business and consumer banking processes. Banks also face high
cost hurdles and disadvantageous economies because they have to make
services work across handsets and networks. In addition, the banking sector is
characterized by a handful of powerful incumbents, which does not make for an
overly competitive and innovative environment.

In sum, growth and evolution of mobile commerce in Canadais hampered by the
co-existence of the CDMA and the GSM network standards. Once the 2.5G
networks have been rolled out and users upgrade to more powerful handsets, a
more viable environment for developing and delivering third-party services,
especially in the payment and locatability applicationfield, will exist. However,
whether the mobile Internet i-M ode style (based on the delivery of entertainment
and “fun”) will take hold in Canadaisanother question that will have moreto do
with the right marketing approach than merely good technology (Moon, 2004).

Questions for Discussion

1.  What are the main factors that have held back the development of large-
scale m-commerce applications and services in the Canadian mobile
telecom markets?

2. What actions would you recommend to expand the market for location-
based services (LBS) in Canada?

3. What can Canadian companies do to leverage the global success of
Research in Motion (RIM) with its BlackBerry handheld devices?
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Endnotes

1 This chapter has benefited from the excellent support of my research
assistant Anthony Rotondo, for which | am very grateful.

2 Different surveys generate different estimates, ranging anywhere from
below fifty percent (Statistics Canada) to just above sixty percent
(Ericsson).

s SMS interworking is not an issuein Europe, where GSM originated and is
still the dominant wireless technology. For the Canadian carriers, thereis
only GSM and, consequently, only one SMS format. Interoperability is
assured at every protocol layer.

4 A scan of the company’s Website suggests that only about 40 or 50 users
currently play Swordfish, most of them located in Calgary, where Blister
Entertainment Inc. is headquartered.

5 The emergence of Top 10 ringtone charts demonstrates the popularity of
thisoption.
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