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ACCC MTAS Inquiry 
Australian Competition and Consumer Commission 
GPO Box 3648  
SYDNEY  NSW  2001 
Attention: Ms Tara Morice and Ms Alison Sheehan 
 
By email: MTASinquiry@accc.gov.au 
Cc: tara.morice@accc.gov.au and alisonsheehan@accc.gov.au  

 

MessageBird PTY 
Level 6, 8 West Street 
North Sydney,  
NSW 2060, Australia 
 

Date: May 30, 2019 

 

 

Ref. ACCC Draft Report on the Domestic Mobile Terminating Access Service Inquiry 
Submission by MessageBird  

Dear Ms. Morice and Ms. Sheehan 

1. Introduction 

1.1 This submission is provided by MessageBird Pty Limited ( MessageBird in response 
Domestic Mobile Terminating Access Service Declaration Inquiry: Draft 

Report Draft Report , in particular, the 
need for continuing declaration of SMS terminating access service for A2P SMS service.   

1.2 MessageBird respectfully submits that a more nuanced analysis of the market for SMS 
termination services reveals that A2P SMS must be regarded as being traded in a 
separate market from P2P SMS; that Mobile Network Operators ( MNOs ) have the 
power and the incentive to foreclose access to A2P SMS: and that end-users would 
suffer substantial detriment from the loss of pro-competitive pricing at the wholesale level 
in the A2P SMS termination market, and from the consequent lessening of competition 
in the retail market for A2P SMS services, necessitating its continued declaration.  
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2. About MessageBird 

2.1 MessageBird is a Cloud Platform as a Service ( CPaaS ) provider. Our services allow 
enterprises all over the world to communicate with their customers via multiple 
communication channels, including A2P SMS.  

2.2 MessageBird is headquartered in Amsterdam, with offices throughout the world, so can 
provide telecommunications services with a fully geographically redundant telecom 
carrier infrastructure. Because MessageBird can offer its services with greater security, 
speed, reliability and at lower costs than other service providers, MessageBird is the 
service provider of choice for some of  

2.3 , and SMS plays an essential 
function in all of them. For example: 

- Ride Sharing and Taxi Companies: in today's shared economy technology platforms 
create and facilitate short term transactions between parties that are dependent on a 
mobile interaction. In this context, an SMS notification may be sent from an enterprise to 
an end-user. Additionally, such 
number to protect the privacy of the parties. To this end, MessageBird has developed a 
so-called Phone Number Masking solution, which allows the involved parties (e.g. driver 
and customer) to keep their phone numbers confidential.  

- Call Centres: enterprise needs to integrate text functionality into their CRM system, to 

allow customer support staff to engage with their customers.  

- 2 Factor Authentication and One-Time Password: enterprise needs to facilitate 
additional layers of security access by adding SMS code authentication. These solutions 
contribute to securing customer data, blocking fraudulent accounts and safeguarding key 
transactions.  

- Appointment Reminders: CRM software sends out appointment confirmations by SMS. 

2.4 These use cases above generate a large volume of A2P SMS traffic (especially 
outgoing), which makes interconnection at reasonable prices vital, as explained in 
section 6 below.    

2.5 MessageBird is a substantial participant in the downstream A2P SMS market. We 
provide our services to large enterprises in multiple industries, including customers listed 
in Confidential Annexure A. The de-regulation of A2P SMS pricing would adversely affect 
these companies and, in turn, their customers.  

2.6 Our experience and business data may help to 
competition in the downstream markets, and its decision on whether declaration is 
necessary to promote competition in those markets.   
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3.   

3.1 The ACCC has concluded in the Draft Report that such declaration does not prevent 
MNOs from exercising market power, or to promote competition in the downstream A2P 

following arguments: 

(a) The ACCC is of the opinion that OTT messaging is an effective substitute for SMS 
services, therefore MNOs are not likely to refuse SMS termination or set 
unreasonably high SMS termination charges. 

(b) As a consequence, removal of the declaration is unlikely to materially affect the 
state of competition in the provision of both P2P and A2P SMS services for which 
SMS termination serves as a possible input. 

3.2 We respectfully disagree with each of these conclusions. We submit that continuing 
declaration of A2P SMS is in the long-term interests of end-users.  

4. Nature of the Threat to A2P End-Users 

4.1 In summary, MessageBird submits that the removal of declaration in respect of A2P SMS 
mobile terminating access service would result in the loss of pro-competitive wholesale-
level pricing and would cause a lessening of competition in the retail market for that 
service. The end result would be substantial detriment to end-users of A2P services, 
because: 

(a) MNOs continue to have monopoly power over SMS termination, as the ACCC has 
concluded in the Draft Report.1 

(b) P2P SMS and A2P SMS are markedly different services, appealing to different 
kinds of customers, and with different demand characteristics. While there might 
be supply-side substitutability between them they are not substitutable in demand 
and so should be regarded as being traded in separate markets, MessageBird 
submits, and regardless of whether P2P SMS terminating access should be 
declared or not, there are strong grounds to consider declaration of A2P SMS 
terminating access service is in the long-term interests of end-users. 

(c) OTT services are not a substitute for A2P SMS services and therefore do not 
market power over A2P 

SMS termination services on their networks (please refer to section 5).   

(d) If A2P SMS terminating access service ceases to be declared, MNOs will have the 
ability to push up the price of the A2P SMS terminating access service (please 
refer to section 6) and will not be constrained in doing so by OTT messaging 
services. Since MNOs also use A2P SMS in their own downstream offerings, they 

                                                      
1  
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have an incentive to push up the price of A2P for resellers and aggregators, in the 
expectation of attracting retail customers to their own retail products. 

(e) The most effective source of competitive constraint for on-net SMS services (i.e. 
direct carrier connections) is off-net services (please refer to section 7). The 
continued declaration of the off-net A2P SMS service provides an effective 
constraint on pricing behaviour in respect of on-net A2P SMS. 

5. OTT services are not an effective substitute for A2P SMS 

5.1 The Draft Report that OTT messaging 
services are now effective substitute services that should be considered as part of a 
broader retail messaging market. 2 

3 encompassing both P2P and A2P 
SMS services. The proposed conclusion that the same market encompasses A2P is not 
supported by  experience.  Nor is it supported by the Australian 

Communications Report 2017-18 ACMA 
Report appears to be based.  

5.2 It perhaps is the case (MessageBird expresses no concluded view on this one way or 
the other) that OTT messaging might constrain P2P SMS. But the conflation of P2P and 
A2P SMS in a single market obscures the reality that OTT messaging is not substitutable 
for A2P SMS. A more nuanced view of the SMS market is required, MessageBird 
submits, in which it becomes apparent that OTT messaging is not substitutable for, and 
hence not an effective constraint on, A2P SMS.  

5.3 OTT messaging is a different product from A2P SMS, with different users and different 
demand characteristics: 

5.4 First, OTT messaging services require both senders and recipients of messages to have: 
(i) a smartphone, (ii)  an Internet connection, and (iii) the same OTT application 
installed.  
 

5.5 SMS, in contrast, offers a far greater degree of certainty as to the ability to reach 
customers and a single, ubiquitous delivery method. It reaches end-users regardless of 
their handset type, availability of data services, and without the need for OTT applications 
to be installed by end-users. This is a fundamental limitation on the viability of OTT 
applications. While personal users may agree what OTT applications they will employ, 
commercial users do not have that opportunity, so have a strong preference for A2P 
SMS. 

5.6 Secondly, read rates are higher with SMS, which is a key success metric for end-
customers running an A2P SMS campaign. 

                                                      
2  Draft Report, p 30. 
3  Draft Report, p 36. 
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5.7 Thirdly, the assumption that an increasing proportion of Australian consumers 
are accessing the Internet is not fully accurate. According to the ACMA Report (p. 57), 

74, and 45 per cent 

official information provided by the Australian Government4.    

5.8 Fourthly, the data relating to the relationship between OTT services and P2P SMS does 
not logically extend to A2P SMS. The Draft Report relies on the ACMA Report in 
concluding that OTT services operate as a substitute for P2P SMS. The section of the 

Consumer engagement with communications and 
asis added). It relates specifically to personal use of messaging, rather 

than commercial messaging. The survey data only considers individuals sending 
messages (P2P) and not commercial entities sending SMS marketing via an application 
(A2P). As such it does not provide support for a conclusion that there is substitutability 
between OTT messaging services and A2P SMS.  

5.9 way to 
send marketing messages 5 it provides no evidence demonstrating that alternative 
services - such as email, MMS, social media and OTT - play a significant role for mobile 
marketing.  

5.10 It is also material to note that when OTT messaging volume grows, end-users are 
expected also to receive an increased volume of A2P SMS. The activation of OTT 
accounts is usually made through a verification code sent via SMS. This means that even 
OTT service providers rely on A2P SMS.   

5.11 While OTT messaging enables end-users to contact each other irrespective of the 
underlying network and do not require MTAS, SMS has shown itself as the most field-
proven of all mobile technologies, with its ability to deliver communications with almost 
no signal and absolutely no connectivity.  

5.12 In view of the above, MessageBird does not consider OTT messaging services as 
substitutes for A2P SMS
pricing behaviour in respect of A2P SMS. 

6. Price increase and margin squeeze 

6.1 We have observed a strong negative correlation between pricing and demand for A2P 
SMS (please refer to the Confidential Annexure A), which indicates that the demand for 
A2P SMS services is highly elastic. This correlation is especially important in view of the 
fact that OTT services cannot substitute A2P SMS services, as explained above. 

6.2 In short, the de-regulation of off-net message termination rates in Australia will 
encourage MNOs to exercise their market power and increase rates for SMS termination, 

                                                      
4  See: https://www.aihw.gov.au/reports/older-people/older-australia-at-a-glance/report-editions. 
5  Draft Report, p. 39. 
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this increase, on the other hand, will cause the demand for A2P SMS services to 
significantly decrease. 

6.3 If declaration ceases in respect of A2P SMS, on-net suppliers will have no meaningful 
competitive constraint and will be able to continue to maintain a monopoly over SMS 
termination on their own networks. There will be no commercial incentive for the on-net 
suppliers to maintain current pricing levels or to maintain current service quality for retail 
A2P market participants and customers.  

6.4 We highlight that MNOs are also suppliers in the retail A2P 
SMS market. This means that, at the same time that MNOs have a monopoly over the 
provision of termination services on their networks, they have the ability to offer retail 
A2P SMS services directly at the retail level, via their own downstream retail operations. 

6 MessageBird submits that 
the opportunity for margin-
provides such an incentive. 

6.5 In the absence of price could be 
implemented effectively by any MNO. In other words, an MNO might raise the wholesale 
price for termination of A2P SMS services to its competitors, while reducing the A2P 
SMS price for its own retail price for 
the A2P service than can be offered by efficient competitors who are not vertically 
integrated. 

6.6 Such a practice would limit and restrict competition in the A2P SMS downstream market. 
Continuing the present declaration in respect of A2P SMS terminating access is clearly 
in the long-term interests of end-users, MessageBird submits. 

7. Off-net services apply competitive constraint to on-net service suppliers 

7.1 There are three ways in which MessageBird may obtain A2P SMS to supply to its 
customers:   

(a) Via a direct carrier connection with each MNO (i.e. -
A2P SMS termination services).   

(b) Via a connection to an MNO which can arrange for A2P SMS termination on each 
 (i.e. -

services).   

(c) Via an aggregator, which has itself sourced bulk A2P SMS from MNOs through 
one of the above two methods (typically via on-net supply).   

                                                      
6  Draft Report, p 33. 
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7.2 experience has been that the second option, off-net supply via an MNO, 
has been the strongest commercial proposition. This is for the following reasons:  

(a) Direct carrier connection, or on-net supply, is difficult for customers to obtain, 
unless they are very large corporate customers. The MNOs do not readily offer on-
net A2P termination service to smaller businesses (please refer to Confidential 
Annexure A). 

(b) MNOs that will not offer on-net A2P supply typically refer wholesale customers for 
A2P SMS to an aggregator as the alternative source of A2P SMS termination. 
Dealing with an aggregator adds another level to the supply chain, which results in 
higher prices and lower service quality:  

(i) The pricing effect is the result of adding another layer to the supply chain.  
Aggregators take a margin on the A2P SMS that they acquire from the MNOs 
and resupply.   

(ii) The lower service quality occurs for two reasons. 

(A) First, an aggregator cannot investigate or resolve any network or 
delivery issues as readily as an MNO which is involved in the 
origination or termination of the A2P SMS.   

(B) Secondly, where the customer might otherwise compete with the 
aggregator to supply A2P SMS to retail customers down the supply 
chain, then the aggregator has a commercial incentive to prioritize that 

customer to deal directly with the aggregator instead.   

7.3 Off-net supply enables MessageBird to provide its customers with access to A2P SMS 
termination across all MNO networks via a relationship with one single MNO. This has 
both pricing and service quality benefits for us and our customers, because it avoids 
the negative pricing and service quality impacts described above, that arise when 
dealing with an aggregator instead of an MNO. Our experience has been that the 
service quality offered by off-net and on-net supplies are the same.   

7.4 The supply of on-net SMS termination is not subject to regulation of MTAS.  However, it 
is relevantly affected by MTAS. Off-net supplies are a substitute for an on-net supply and 
are subject to MTAS. Off-net supplies benefit from the pricing regulation in the FAD. As 
a result, this places competitive pressure for on-net suppliers not to substantially exceed 
the regulated pricing for off-net supplies. 

7.5 On this basis, off-net services introduces a degree of competition to the market for the 
wholesale supply of SMS termination services. The same pro-competitive effect will 
occur in the retail A2P SMS market where MNOs supply services directly to large 
enterprises, as is stated in the Draft Report (at p 38).  
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7.6 In fact, off-net supplies are the only source of competitive constraint for on-net supplies 
of wholesale A2P SMS termination. OTT services are not substitutable for the reasons 
outlined above (section 5). Aggregators are not substitutable as they cannot themselves 
offer SMS termination; they are dependent on acquiring wholesale SMS termination from 
an MNO.   

8. Conclusion 

8.1 Continuing declaration in respect of A2P SMS termination is in the long-term interests of 
end-users, since it is the only way to ensure the continuation of competitive pricing in the 
wholesale supply of A2P SMS, and hence competition in the downstream market for A2P 
SMS services. 

8.2 whether declaration is necessary to 
prevent MNOs from exercising their market power and to promote competition in the 
downstream market for A2P SMS services yes. MessageBird strongly urges 
the ACCC to maintain declaration in respect of A2P SMS termination services.   

8.3 MessageBird makes no submission as to P2P SMS. If the ACCC concludes that P2P 
SMS should not remain declared, then MessageBird submits that the relevant service 
description may be amended so that the declaration applies solely to A2P SMS 
terminating access service.   

8.4 We request that the ACCC treat Confidential Annexure A as confidential and exclude it 
from the published version of this submission. We would be happy to answer any 
questions or provide any further information that may assist the ACCC. For any enquiries 
please contact regulatory@messagebird.com.  

 

 
_____________________________________ 
MessageBird PTY Limited 
By: Robert Vis 
Date: 30 May 2019 
  

DocuSign Envelope ID: 3AEC59B9-12B4-4D4C-8B6B-92FF291DFA22


