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MBLOX PTY LIMITED: SUBMISSIONS IN RESPONSE TO MOBILE 
TERMINATING ACCESS SERVICE FINAL ACCESS DETERMINATION DRAFT 

DECISION 
 

 INTRODUCTION 1.

 
 Mblox Pty Ltd welcomes the opportunity to make a submission to the ACCC on its 1.1

draft decision regarding Mobile Terminating Access Service (MTAS) in Australia and 
its associated Final Access Determinations (FADs). 

 Mblox is a large global service provider specialising in A2P SMS messaging for secure, 1.2
mission critical, two-way communications between businesses and end users and as 
such this submission will focus primarily on the A2P SMS implications of the draft 
decision. 

 Mblox has exclusively focussed on A2P messaging communications for more than 14 1.3
years since being founded in 1999.  Mblox processes more than 6 billion A2P SMS 
messages globally on an annual basis, has operations in 14 countries, employs more 
than 200 people and has direct technical and commercial relationships with more 
than 100 MNO’s globally including all of the Australian MNO’s.  We have thousands 
of customers worldwide ranging from some of the largest global web providers and 
global banks down to local small businesses (like dentists and hair salons).  We have 
operated a subsidiary in Australia in the last 10 years, and are regarded as one of the 
largest and most respected A2P SMS aggregators in Australia by our customers and 
MNO’s alike.  Our total global annual revenues are well in excess of $100M USD. 

 SUMMARY OF SUBMISSIONS 2.

 Mblox welcomes and supports the increased competition and the advancement of 2.1
the long-term interests of end users.  Mblox accordingly sees merit in the reduction 
of SMS interconnect pricing in the Australian market as a way of increasing the ability 
for MNO’s to compete with one another especially for off-net messages. 

 In this submission, we outline our significant reservations with the following aspects 2.2
of the draft decision: 

 The implication that Aggregators, Content Providers and ASPs could request (a)
and receive MTAS access directly from MNO’s for the provision of wholesale 
A2P SMS termination and thereby effectively receive regulated interconnect 
rates, thereby bypassing legitimate wholesale access via MNO’s who are not 
setup to be able to support this commercially. 



 

 

 MNOs, Aggregators, Content Providers and ASPs will have their revenue so (b)
reduced that these services will become uncommercial, and there will be 
insufficient incentive to provide high quality services and make future 
investments in innovation. 

 End users are likely to be detrimentally affected by significantly increased (c)
levels of unsolicited SMS messages (i.e., SPAM), fraudulent messages, and 
messages otherwise designed to cause inconvenience or harm to end 
users.  This is self-evidently not in the longer term interests of any end user. 

 The costs associated with A2P SMS have not been considered in an (d)
environment where the decrease in costs will result in a substantial increase 
in demand.  It is our estimate that the volumes of A2P messages would rise 
to more than 1B messages per month, (more than 10 SMS per user per day) 
as demand rises.  This could undermine the SMS channel as a trusted and 
reliable method for delivery of important and mission critical messages. 

 BACKGROUND TO THE ROLE AGGREGATORS PLAY IN THE A2P SMS ECO-SYSTEM 3.

 The diagram below outlines the A2P SMS value chain ("A2P SMS Eco-System"): 3.1

 

 
 Below, we discuss the important value that the Mobile Carrier and Aggregator 3.2

provides within the A2P SMS Eco-System. 

 The Mobile Carrier provides access to the end user via its wireless infrastructure and 3.3
its SMSCs.  The role of the Mobile Carrier is primarily to provide access and is not 
responsible for providing support to hundreds of smaller to medium size 
enterprises.   



 

 

 The Aggregator provides easy and controlled access to End Users by Enterprises and 3.4
ASP’s, but also providers a far wider range of services that are (directly and indirectly) 
in the interests of End Users, including: 

 Market Evangelism and Education (a)

 Regulation / Legal compliance support (b)

 Enterprise and ASP Technical Support (c)

 End User Support related to Opt-in and Opt-out (d)

 Bad debt and credit management (e)

 Anti-SPAM filtering and compliance monitoring (f)

 Suspension of fraudulent or non-compliant accounts (g)

 Commercial support and contractual management (h)

 The Aggregator services described above are supplied on a large scale across 3.5
hundreds of small to medium sized companies.  We note that this volume and scale 
is not something that MNO’s are generally staffed to be able to support. 

 Mblox submits that the cost of terminating a message should take into account the 3.6
costs of providing the above services, and that the transport cost of carrying an SMS 
is significantly below the true cost of delivering a compliant A2P SMS within service 
levels that are consistent with the long term interests of end users.  

 Accordingly, we submit that making access to the MTAS directly available to all 3.7
providers will cause many of the above services to be compromised, as continuing to 
supply them would be commercially detrimental to Aggregators.  

 
 HOW THE MTAS FINAL ACCESS DETERMINATION DRAFT DECISION WILL BE 4.

DETRIMENTAL TO THE LONG TERM INTERESTS OF END USERS 

 It is our understanding that the effect of the MTAS Final access determination Draft 4.1
decision (6th of May) will be that an MNO (the access provider) must, if requested to 
do so, provide access to aggregators, ASPs and enterprises (service provider) directly 
at the prices specified in Schedule 2 of the FAD.  We understand that this rate is 
proposed to be 0.03 cents (i.e., $0.0003) per SMS message.  It is our submission that, 
with respect to A2P SMS, this price is so low that, for the reasons discussed below, it 
will be detrimental to the long term interests of end users. 



 

 

 We note the following statement from section 4.1.2 of the MTAS Final access 4.2
determination draft decision:  

At the time of making the final decision in the MTAS declaration inquiry in June 
2014, the ACCC concluded from stakeholders’ submissions that only MNO’s and 
some fixed-line network operators purchased the MTAS. Based on submissions 
to the MTAS declaration inquiry, the ACCC understood that SMS aggregators 
and A2P SMS providers purchase end-to-end wholesale SMS services from MNOs 
which are different to the SMS termination services that MNO’s supply to each 
other and to fixed-line network operators. 

With respect, we submit that this conclusion falsely assumes that, simply because 
service providers have not requested access to MTAS in the past, they will not do so 
in the future.     

 We submit that the implication of reducing the SMS interconnect rate to an 4.3
artificially low regulated SMS rate (i.e., one that does not allow for proper recovery 
of the costs of supplying comprehensive Aggregator services) of 0.03 cents per SMS 
will be that service providers will by-pass the A2P SMS  Eco-system. 

 Notwithstanding the superficially beneficial pricing of the proposed regulated SMS 4.4
price, in the longer term by-passing the A2P SMS Eco-system will cause end users to 
lose the benefit of the additional services that the A2P SMS Eco-system provides, 
ultimately degrading the quality of the services supplied to end users. 

 In the experience of Mblox, market price directly correlates to the amount of 4.5
unsolicited and fraudulent messages in a market.   This is most prominent in markets 
where the cost of an SMS approaches zero.  The Indian market would be a good case 
study regarding the impact of unsolicited messages when it approaches an almost 
zero cost. 

 Appropriately set market prices for A2P SMS are a natural protection against 4.6
unsolicited marketing messages, as the higher transmission costs deter high volume, 
low return commercial electronic messaging.  The effect of zero or near-zero costs of 
transmission are well demonstrated by email, a medium whose utility has been 
significantly undermined by unsolicited messaging.     

 We would further submit that, in the case of email, attempts at prohibition of 4.7
unsolicited commercial messages with instruments such as the Spam Act 2003 has 
not provided a ‘significant and sufficient deterrent’ to prevent Spam, and we submit 
that this is clearly because the cost of email approaches zero.   



 

 

 For the reasons discussed above, we submit that if the market price reduces to 0.03 4.8
cents per SMS, there will be an explosion in unsolicited messages reaching end users 
through low cost, "fly by night" service providers, whilst legitimate service providers 
and aggregators would be required to incur significant otherwise unnecessary costs 
to implement systems and filters to prevent this from happening via their access 
points.  In our view, this would also lead to a material increase in MNO call centre 
costs as more and more end users complain about the receipt of unsolicited 
messages.   

 HOW THE MTAS FINAL ACCESS DETERMINATION DRAFT DECISION IS DETRIMENTAL 5.
TO LEGITIMATE BUSINESS INTERESTS 

 We submit that, if implemented, the regulated price of 0.03 cents per SMS will cause 5.1
messaging volumes to rise exponentially, consistent with a well-accepted supply and 
demand curve (see http://www.ovum.com/sustaining-a2p-sms-growth-while-
securing-mobile-networks/) for A2P SMS, increasing the number of A2P SMS 
messages from 3 per subscriber per month to significantly greater than 10 per 
month.   

 We submit that the costs of increased capacity requirements on SMSCs and signalling 5.2
infrastructure as a result of A2P SMS growth could be substantial, and has not been 
factored into the proposed regulated price.  

 We anticipate this will lead to a severe shortage of capacity of MNO SMSCs and 5.3
almost no investment, which will cripple the A2P SMS infrastructure in Australia and 
lead to very low service levels and long delays, rendering end user services degraded 
or unusable.  

 CONCLUSION AND REQUESTED APPROACH 6.

 Mblox welcomes the reduction in A2P interconnect as a way of to drive more 6.1
competition between MNOs, but it is our view that, for the reasons discussed in this 
submission, a price of 0.03 cents per A2P SMS interconnect will not be in the long 
term interests of end users.     

 Accordingly, we request that the regulated pricing of 0.03 cents apply only to SMS 6.2
transmitted between the 3 large MNO’s in Australia (Telstra, VHA, and Optus) and 
MVNO's that rely upon those operators.  We believe that this would increase 
competition in the A2P Market and be in the long term interests of End Users. 

 We thank you for your consideration of our submission. 6.3
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