Chapter 4 – Content and applications
Consumer demand for internet content has grown over the reporting period. Consumers are using the internet in ever-increasing numbers to access photos, music, movies, and other video content. A significant increase in the number of broadband subscribers across Australia has given more consumers the ability to access and utilise the content and applications that are driving the growth of the internet as a new means of communication, entertainment, commerce and information provision. Consumer demand for content can be seen through increased data downloads, with the estimated volume of data downloaded by Australian users increasing from 12.3 billion megabytes in March 2005 to 36.2 billion megabytes by June 2006.

Consumers want broadband for its higher download speeds, which allow a wider range of online content to be accessed faster than with dial-up services. Whirlpool’s Australian Broadband Survey 2005 revealed that 89 per cent of respondents have broadband for ‘fast downloads’ and 87 per cent for ‘fast web surfing’.
 

It is likely that consumer demand for content, high-speed downloading capabilities and high download quotas will result in the migration of consumers from entry-level broadband plans, to higher bandwidth capabilities. Higher bandwidth services typically provide greater download quotas which consumers require to make full use of the content and applications available on the internet today.
Current internet uses

Common uses

In April(June 2006, according to Roy Morgan Single Source data, email was the most common use of the internet, with 66.2 per cent of all respondents reporting using the internet to send and receive emails. Use of the internet for sourcing general information was second to email, at 62.9 per cent. Use of the internet is highest in the 25–34 year old age bracket, decreasing in use as age increases. People in the 65+ age group are significantly less likely to have used the internet for email than other age groups—31.7 per cent of people aged 65+ used the internet for email (April–June 2006).

For the April–June 2006 quarter, Australians’ most common other uses of the internet included:

· paying bills—30.3 per cent, with the 25–49 age group most likely to pay bills by internet;

· performing banking transactions—34.4 per cent, with only 8.7 per cent of teenagers and 8.9 per cent of people aged 65+;

· playing games—18.9 per cent, but more than double that for 14–17 year olds at 51.9 per cent;

· searching for entertainment—19.2 per cent;

· downloading software—18.0 per cent;

· job-hunting—18.0 per cent; 

· downloading music—19.1 per cent, but more than double that rate for 14–17 year olds; and

· instant messaging—14.4 per cent, but again higher for 14 to 24 year olds (38.1 per cent).

Growth in user-generated content

User-generated content on the internet has grown significantly over the reporting period. With the falling cost and subsequent popularity of digital cameras and videos, everyday users who upload their own photos and videos to ‘content aggregator’ sites are generating millions of hours of publicly accessible video content. Where an individual may previously have shown footage from their skiing holiday or family barbecue to a limited circle of family and friends, it is now becoming commonplace for users to upload such footage to content aggregator sites for anyone to view. Sites such as YouTube.com, blinkx.com, iFilm, and Undergroundfilm.org are bringing this content into the homes of internet users. The major internet portals provided by Yahoo, Google, Microsoft MSN and AOL are also fuelling the growth of online video. 

Founded in February 2005, youtube.com is a website that allows users to upload, view and share video clips, which can also be fed into blogs or other websites. YouTube has become the leading online video provider, with the company claiming viewers are watching more than 100 million videos per day on its site, with users averaging session times around 13 minutes. The service is run by a staff of just 50 employees, and according to Neilsen/NetRatings has almost 20 million unique visitors to the site a month.
 According to internet measurement firm HitWise, YouTube accounts for 60 per cent of all videos watched online, MySpace 19 per cent, with Yahoo, Microsoft MSN, Google and AOL each accounting for between three and five per cent of the market.

Technorati.com, a blog-monitoring and live-searching service, claims that the ‘blogsphere’ has been doubling in size every five months for the past 20 months (representing a 16-fold increase in less than two years).
 Pew Internet (an American internet research, analysis and reporting company) estimates that approximately 50 million, or 11 per cent, of internet users are regular blog readers.

Youth trends – socialising online

According to Roy Morgan Single Source data, for the quarter April–June 2006, socialising was the most common use of the internet among 14–17 year olds (at 77.4 per cent) and this age group is significantly more likely than the whole population (at 48 per cent for all age groups) to use the internet for socialising. Online socialising tools include use of chat rooms, developing social contacts, gaming, instant messaging and downloading music. Within this category, use of the internet for instant messaging and downloading music was very popular (48.6 per cent and 44.8 per cent respectively of 14–17 year olds reported using the internet for these purposes). 

An example of a social networking site is MySpace, which provides interactive ways for individuals to communicate with one another, through instant messaging, emailing, sharing photos, videos, and journals and blogs detailing their lives. Hitwise Research Group (a private organisation providing analysis of online trends) reported that MySpace eclipsed Yahoo as the most popular US website in week ending 8 July 2006, attracting 4.46 per cent of the total US internet traffic (although Yahoo has challenged the basis of this analysis).
 Roy Morgan Research found that in the year July 2005 to June 2006, 3.4 per cent of Australian internet users visited MySpace within the previous four weeks.

VoIP

Increasingly, consumers are using the internet to make voice calls, using VoIP as a means to reduce phone bills. While VoIP services can be considered as an application used over a broadband connection, in this report VoIP services are discussed in the voice chapter of the report (see Chapter 2).

New content and applications

New media content delivery methods

During 2005–06, it has been evident that the delivery of music, movies, television, and other media entertainment is no longer confined to traditional outlets, such as radio, retail CD/DVD outlets, television, video hire, and cinema venues.

The first signs of significant changes in the industry have come from the large Hollywood movie studios, and US-based television networks, which are beginning to use broadband as a new distribution channel for content. In April 2006, the six major Hollywood studios introduced a new movie release window, where new movies would be available for download at the same time as the DVD release window, bringing forward the release date by 90 days from the old video-on-demand release window.

Some Hollywood studios already own or have relationships with movie download services. Universal Pictures has partnered with Lovefilm to offer video downloads for sale. Cinema Now has formed licensing deals with MGM, Sony and Lionsgate, while MovieLink is owned by Sony, Universal, MGM, Fox and Warner Bros.

In Australia, Telstra’s BigPond Movies, and Reeltime and Yahoo’s partnership provide PC movie downloads. Reeltime also launched its IPTV video-on-demand service in August 2006 to customers of South Australia’s Adam Internet, and intends to provide a ‘white label’ wholesale version of this service for other ISPs and retailers to resell (see IPTV feature box below). Anytime’s video-on-demand service has been available to TransACT customers since mid-2005 and was scheduled to launch in the third quarter of 2006 to customers of Regional Internet Australia. Regional Internet Australia intends to provide the service initially to Townsville, and subsequently to Cairns, Dalby, Gladstone, Mackay, Mt Isa, Rockhampton, Roma, and other small regional centres. Apple’s Australian iTunes site also provides video downloads for purchase. On the music front, BigPond Music, Ripit.com.au, JB Hi-Fi, Sanity Digital and iTunes are offering legal downloads to Australian consumers.

Australian local broadcasters are also experimenting with new distribution methods. The Australian commercial podcast market is attracting a small but significant audience. The distribution of radio and TV programs via audio and video podcasts allows radio and TV networks to reach audiences at times which do not conform to rigid broadcast schedules. The ABC offers about 60 podcast subscriptions. The Austereo Network attracted approximately 300,000 downloads a month in November 2005, a significant growth from 5,000 downloads in March 2005. Macquarie Radio’s 2GB attracts approximately 50,000 to 60,000 downloads per month.

The Podcast network (www.thepodcastnetwork.com) is Australia’s only multi-podcast access point, and is only one of a handful of large podcast publishers anywhere in the world. At June 2006, the network had 51 shows in production, attracting 140,000 downloads a month. 

Australian media content continues to grow, with the NineMSN, Yahoo!7, ABC and SBS portals providing interactive website experiences for television viewers. The Seven and Nine networks are utilising the internet to provide a strong online presence for their respective magazine publishing arms (Australian Consolidated Press for the Nine Network and Pacific Publications for Seven). In 2005–06, all of these portals were delivering video content from their respective television networks, providing select news, current affairs, sport, entertainment, lifestyle and TV shows for viewing.

Internationally, search engine giants Yahoo and Google, and online retailer Amazon, are pioneering video-sales models based on consignment from content publishers. It is expected that, given the size of each of these participants internet presence, the consignment models currently being tested could result in the distribution of video content internationally, with opportunities for Australian consumers to access content, and Australian content owners and publishers to sell their content.

Instant messaging services

Instant messaging services such as AIM, ICQ, Yahoo Messenger, MSN Messenger, and Google Talk are applications that can be downloaded free of charge, and allow internet users to instantly communicate between two or more people. Instant messaging services differ from email, in that they allow users to communicate in real time, through a single screen, without the need to open individual emails. In this way, instant messaging acts more like a telephone conversation than email, which could be likened to writing a letter. Instant messaging also allows multiple users to converse simultaneously, thus generating a social experience that is often not available through a normal voice conversation.

Instant messaging services generally provide a contact list, indicating which of a user’s friends are currently online and available for conversation. This facility allows users to manage their availability to others, and to indicate their presence or willingness to converse.

Most instant messaging services today have grown beyond simple messaging to offer voice and video-calling capabilities. While for a time instant messaging users were only able to make voice calls to users on the same proprietary platform (such as from one Yahoo Messenger user to another), steps are being undertaken in the US to provide voice ‘out’ calls to telephones on the PSTN (such as standard home or mobile phone numbers). While this functionality is not yet available to Australian users, it is likely that it will be enabled in the near future. In this way, instant messaging services are blurring the distinctions between traditional PSTN telephony and the internet, demonstrating that voice is now available as an internet application.

Interoperability between applications

In July 2006, Microsoft and Yahoo launched beta test versions of their instant messaging applications, which enable interoperability between the two applications. Full interoperability will increase the combined user base of the applications, dramatically increasing the potential user base between which free on-net voice and video calls could be made.

Additional functionality

Some instant messaging applications provide facilities for sharing of photos between users, making transfers a simple process. Other features include built-in-games, themes and skins to tailor the look of the application, and third-party add-ons that can provide even further functionality and access to web style content.

Messenger services on mobile phones
Instant messaging applications are no longer confined to the home PC/laptop environment, and are now accessible using mobile phones. In November 2005, Optus became Australia’s first provider of 3G instant messaging through a partnership with NineMSN, charging customers $5.95 per month or 95 cents per day. ‘3’ offers customers MSN Messenger and Yahoo Messenger at $5 for 30 days unlimited usage. Telstra offers MSN Messenger through its i-Mode service. MSN Messenger and Yahoo Messenger are also available on the Telstra, Vodafone, and ‘3’ CDMA networks utilising the SMS capabilities of mobile phones. These services charge for each text message sent and received using the service. In the near future, Australian mobile service providers may see some of their SMS revenues decline as instant messaging revenues increase, as consumers adopt instant messaging as their preferred messaging application on their mobile phone.

Peer-to-peer networks
File sharing networks

File sharing networks, which use peer-to-peer (P2P) protocols, allow efficient content distribution over the internet. They are responsible for more than 50 per cent of global internet traffic.
 P2P networks enable broadband users to share files between peers (other users), rather than downloading files from a centralised point. P2P is most commonly used for transferring music and video files. Some instant messaging and VoIP applications, such as MSN Messenger and Skype, use P2P protocols.

The defining principle of P2P is that the data being shared is distributed between individual users on the network, and that there is no central node (as in a traditional client–server network) on which the network is dependent for serving and stability. The key advantage of P2P networks is that individual users support the large majority of the network traffic load, as opposed to a central node in traditional client–server networks. Each node acts as a server to other users and is involved with uploading data. This additional role of the peer replaces that of a central server node.

There are different types of file-sharing networks, generally referred to as P2P protocols. The four most popular protocols are Gnutella, FastTrack, eDonkey, and BitTorrent. Different P2P protocols are popular with users for accessing different types of content. For example, the Gnutella network is mainly used for accessing small audio files, while eDonkey is mainly used to access video content. BitTorrent is generally regarded as having the highest percentage of legitimate traffic, such as open-source software.

Many different applications implement the same protocol, and indeed some applications can implement multiple protocols, giving users access to peers on multiple file-sharing networks. Some of the most popular applications include Kazaa, which uses the FastTrack protocol, Limewire and Bearshare, which run on the Gnutella protocol. While each is slightly different, all protocols use the same basic P2P principles, to search and deliver files to end-users.

Influence on internet resources

P2P traffic places an extraordinary load on network resources compared with web browsing and email traffic. It uses significantly more upload and download bandwidth. The use of file-sharing networks has grown in Australia in line with broadband uptake. This has had an influence on Australian ISPs, who must consider how best to manage changing internet use of their customers.

Commercialisation of P2P services

A number of organisations are currently trialling legal file-sharing services, as they explore the commercial viability of P2P services.

BBC recently trialled P2P video distribution service called iMP. The twelve-month trial of 5,000 subscribers concluded on 28 February 2006, and was funded by UK television ownership licensing funds. iMP used Windows DRM (Digital Rights Management) and a P2P network to distribute, for free, all BBC programming content to members of the trial. Downloaded content was able to be viewed multiple times, for seven days after it was broadcast conventionally.

Other trials have used old or otherwise obsolete content. AOL Time Warner is using a P2P-like system to offer episodes of classic and discontinued TV shows through its In2TV broadband service, and is funded by advertising. BitTorrent, the application using the protocol of the same name, is offering free classic movies such as westerns. The BitTorrent developers have announced a separate association with Warner Bros Home Entertainment to distribute new release movies using BitTorrent technology.

The main commercial P2P service being used for content distribution of music, games and videos is the US-based Peer Impact. Peer Impact rewards users for their assistance distributing content using P2P. By leaving Peer Impact running on their PC, a user allows the service to upload their files to another user that has purchased content. A user then receives credit to their account, up to five per cent of the item’s purchase price, for the service they have provided in uploading.

Commercial uses of P2P protocols are still being developed. P2P is an efficient method of distributing content online and has great potential to profitably meet an area of high consumer demand in the future.
Demand for 3G mobile content

In late 2005, Telstra, Optus and Vodafone entered the 3G mobile content market, a market that to date had previously consisted solely of the ‘3’ network. At this time, the three new providers launched portal services through which their subscribers can access content on their 3G phones, including information and entertainment services (for a fee in addition to their plan cost).
 These portals mirrored the existing business model delivered to consumers through the ‘3’ Planet 3 service in delivering music, ring-tones and video downloads, enabling access to modified internet sites capable of being displayed on 3G phones, and mobile TV. 

Respondents to the Australian Interactive Media Industry Association’s (AIMIA) 2006 Mobile Phone Lifestyle Index demonstrated an interest in ‘at least trying out content on their phone’. This willingness to try mobile content has encouraged 3G operators to push customers onto 3G content in an attempt to increase revenue.
Mobile TV
Mobile TV is a continuous, live stream of television broadcast through a mobile phone handset or other portable handheld device. By late 2005, Australian consumers had access to four 3G network operators providing mobile TV services, mostly in metropolitan areas of capital cities. The 3G networks are providing mobile television content through a combination of live streaming and on-demand content.

On the live streaming front, networks have utilised sports coverage to encourage user take-up. In 2005–06, ‘3’ provided coverage of Australia’s cricket series, and live coverage of all 2006 FIFA World Cup soccer games broadcast by SBS television (requiring an $8.00 fee for unlimited viewing). Vodafone also provided live streaming of select Australian games through its Vodafone Live service for free during the World Cup, with additional services such as score updates and video highlights attracting service fees.

Live streaming by ‘3’ of the Big Brother reality television show appears to be one of the most significant mobile TV subscriptions offered to date, providing unlimited viewing to customers for $6 per month. ‘3’ revealed that consumers accessed 3.5 million video streams of the Big Brother series in 2006, totalling 542,500 viewing hours. The average period of streaming by ‘3’ mobile customers was 9.3 minutes, up by five minutes from the previous year. Other content provided live includes 24-hour news channels, music stations, cartoons and comedy shows.

On-demand mobile TV services provide consumers with the ability to access TV content at any time, such as when in transit, or waiting for friends. On-demand content includes news updates, sports updates, cartoons, comedy, music video clips and mobisodes (a term used to describe content specifically produced for mobile TV). Vodafone offers mobisodes of the popular 24 television series with the made-for-mobile 24: Conspiracy series of mobisodes.
In July 2005, Telstra and The Bridge Networks commenced a trial of mobile TV using DVB-H (digital video broadcasting – handheld) technology. DVB-H is a broadcasting standard designed specifically for broadcasting TV to mobile phones (and similar handheld devices), taking into account the screen size and battery life demands of mobile handsets. The trial took place in Sydney and used around 1,000 handsets issued to Telstra staff and customers to test the technical capability and commercial prospects for DVB-H applications in Australia. The trial involved the broadcast of the TV channels Fox Footy, Fox Sports News, Sky News, Sky Business News, the Weather Channel, the Lifestyle Channel, E-entertainment, Channel V, History, Nickelodeon, ABC2, SBS, CNNi and Boomerang. In March 2006, Telstra demonstrated mobile TV by broadcasting live events from the Melbourne Commonwealth Games.
Content usage
Although voice services remain the main contributor to mobile revenues, and SMS is also strong (93 per cent of respondents to AIMIA’s survey identified SMS as an expenditure item on their mobile phone bill), consumers are increasingly accessing some form of content. The percentage of consumers who have purchased mobile content in the last 12 months rose from 50 per cent in May 2005 to 66 per cent in May 2006. Of available content, news, weather and movie information services are most popular. However, the same survey indicates that consumers are infrequent purchasers of content.

Spending patterns

At present, consumer spending on mobile content represents a very small proportion of overall average mobile spending by consumers. In March 2006, ‘3’ customers spent an average of $6.00 per month on mobile content, compared with $1.05 for Optus, $0.80 for Vodafone and $.053 for Telstra customers.
 Given the late 2005 launch of 3G service offerings by Optus, Vodafone and Telstra, it may be some time before a meaningful analysis of mobile content demand can be made.

When compared with forecasts of declining average revenue per user (ARPU) in the mobile market, it is apparent that revenue streams from content services have gained increasing importance for providers to maintain ARPU. Supply-side factors may ultimately be responsible for future growth in the mobile content market, including the introduction of new business models that facilitate the delivery of low-cost content to end-users. 

One strategy has been the use of unlimited monthly subscription services for content such as news, sport and weather. 3G mobile providers have also tried to capitalise on exclusive content agreements to lure and maintain a loyal customer base. For example, over the past year ‘3’ has had exclusive rights to stream live video footage of the Big Brother TV series at $6.00 per month per user (see Mobile TV in this chapter).
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