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Who Will Be The Winner?

It’s on, the big battle for supremacy between, in the blue corner, the phenomenally successful Smartphone, and in the red corner the new boy, the Tablet. The Smartphone is already a worldwide success, with sales of over 200 million in 2010 alone. Gartner estimate that Smartphone sales grew 96 percent last year, and accounted for 19.3 percent of overall mobile phone sales. Asia’s smartphone market is forecast to double in size by 2016 to reach 200 million shipments. The Tablet is another rip-roaring success story, started by Apple’s iPad in 2010. Other major vendors quickly followed suit and there are now over 100 different Tablets on sale. Gartner forecasts that sales of media tablets will reach 54.8 million units in 2011
Both Smartphones and Tablets have their adherents. Though a Smartphone is basically a device made for calling and receiving calls, it has additional multimedia features and computing abilities.. It can be thought of as a handheld mini-computer as against simple phones. It’s portable, small, easy to put in your pocket or handbag. It has powerful features, with it you can send and receive e-mails, access the internet, SMS your friends, watch videos, take pictures and a host of other applications. But its small size dictates that it is difficult to use as a business tool.

Tablets look like large Smartphones, but have additional capabilities similar to a laptop, and they incorporate E-reading facilities. Tablets offer the capabilities of an enriched multimedia device allowing the user to experience audio and video files on a bigger screen. As tablets make use of virtual keyboard, they are good for business people, especially those who travel.

But the two devices overlap to a large extent. Many people are asking what's the point of having two mobile devices—at hundreds of dollars apiece—when both do pretty much the same thing? Does it really make sense to own an iPad and an iPhone? Or a Galaxy Tab and a Samsung Fascinate? So the big debate is which way will the market jump, who’s going to win out – the Smartphone or the Tablet? The experts have contrasting views, some are convinced the Smartphone will prevail, others adhere to the belief that Smartphone sales will decline in favour of the Tablet. The answer is vitally important as the market is worth many billions of dollars and stakeholders, including developers, manufacturers, advertisers, mobile device vendors, operators, and mobile OS vendors will have to make sure they back the right products going forward. Getting the answer wrong could be catastrophic, witness Acer’s problems when the Smartphone and Tablets eroded the company’s laptop business leading to the 
dismissal of CEO,  Gianfranco Lanci.

It would be wonderful to jump ahead 5 years to learn about the relative success of Smartphone versus Tablets. As we can’t do that we attempt in this White Paper to marshal the arguments for and against each device and make some hesitant forecasts on future market development. Here are some interesting scenarios.
Some Possible Future Scenarios

Scenario 1. Tablet The Winner, Smartphone The Loser.   

Many early adopters have a Smartphone and a Tablet and are beginning to realise that there is a good deal of overlap between the two devices, and as they are both relatively expensive to acquire and operate such people are beginning to question the sense of having both. Some have already made the move, kept their Tablet but exchanged their Smartphones for a simple phone. Many of these people are businessmen who find their Tablet indispensable, especially those who travel.


"I have had my iPad for about 6 months, my iPhone for about a year. I use them both for business and pleasure. Of the two i find the iPad more useful especially for business. Of course I can send and pick up emails but I can also write reports, proposals etc. I can also read the financial press and business magazines. I can also connect to my PC and access files. The iPad enables me to work when I'm on the move. The Smartphone is just too small to do the things I want

As a result I am finding that I am using my iPhone less and less and am using it just as a phone. So I am asking myself why do I need an expensive Smartphone when I don't use its applications. I'll  probably get rid of it soon and buy a simple phone. That and the iPad will do me” Managing Director, Singapore

Some industry observers believe that the Smartphone just cannot compete because it is not a business device in the same category as a Tablet. And there is much evidence that Tablets are being widely taken up as a business tool. The Tablet will win because it will become an indispensable tool for business, for many corporate executives, especially those that travel, the Tablet is already a must-have device. According to Deloitte “the business sector will acquire 25% of tablets in the world, because these devices are rated not only as an object of entertainment but also as a working tool.“
Apple attributes some of the iPad's success to businesses, the company's Chief Operating Officer Tim Cook said that "very surprisingly" half of the Fortune 100 are testing or deploying iPads. More than 500 of the 11,000-plus applications built specifically for the iPad are in the business category. Companies are buying laptops for executives on the move but also as a tool for sales people, engineers and marketing staff. For example, Mercedes-Benz Financial, which provides loans and leases for Daimler AG, has equipped some dealerships with an iPad loaded with its app. The goal is to begin the credit-application process while customers are standing near a vehicle. Bausch & Lomb Inc., which makes eye-care products, built its own iPad app for its salespeople. The company said it had about 50 employees using iPads in the field within a week and a half of the device's release. 

“Consumers use smartphones not to call their friends, but to consume data and media services. That puts smartphones in the same market space as tablets. The devices mimic each other in services and features, particularly when you consider that tablets can also make video calls via Skype and FaceTime. The only essential difference is user experience, reflecting the disparity in screen size. Given these devices' redundancy, and the costs for maintaining both, it makes sense that consumers will eventually shift away from the smaller of the two. Eric Gakstatter, GSS Weekly
It is thought that iPads will continue to erodethe market share of laptops thus leading to further success


“There are a number of reasons why more and more business men and women are turning to the iPad for daily business instead of the more traditional laptop. The main reason being the size and weight of the iPad. Business people who have to travel daily prefer to carry an iPad around or similar tablet instead of a laptop. The next reason why more business people are choosing the iPad over laptops is the presentation features the iPad offers. With the iPad, you can use it to conduct independent presentations without needing a projector. With the iPad you can use it as a whiteboard and draw out ideas in meetings, or while you are brainstorming you can use it as a whiteboard and email your ideas to your colleagues. The next reason is the incredible battery life of the iPad compared to the life of a laptop battery.The last main reason and biggest reason of all are the applications that are available for the iPad. With over 200,000 apps and new ones being developed daily, you can do more on an iPad tablet then you could with the traditional laptop. Plus, the apps are cheaper to having to buy certain” John Blond, Ezine

 “When consumers weigh buying a tablet, a smartphone, and a basic, no-frills phone for calling, the smartphone looks expendable. Smartphones are the products most at risk of cannibalization in the rising tide of tablet sales—not laptops, as some industry analysts are predicting. Eric Chan, Mobile Presence

 “To summarize , for a business man, it is very important to check emails, send messages and view attachments related to business, read important documents.  This apple ipad will be a useful tool which can help business people a lot when  they are traveling. We hope future versions of apple ipad will be more advanced as it can be a complete solution for business people”.Technology Magazine

 “Current forecasts for the 'tablet effect' are shortsighted and fail to consider the long-term implications that this phenomenon will have on the mobile electronics industry. While tablets are likely to crimp laptop and netbook sales for the first year or so—until consumers fully understand what a tablet is—the long-term trend is different. Laptop sales will bounce back. Smartphone sales will drop. This long-term trend should be clear just by looking at user surveys, product evolution, the redundancy factor, and basic economics.


“Consumers use smartphones primarily for media and data capabilities, not calling features. That means they're not really 'telephones,' per se; to the average person, they are portable media devices. So why stick with a three-inch screen when you can have one three times larger? And if you do buy a tablet, why continue with a smartphone? At current prices of $200 to $400, the smartphone is too expensive to win the battle against tablets at a mass-consumer level.” Eric Chan Mobile Presence

 “I specifically see smartphone sales falling among consumers in the 13-17 and 18-24 year old markets. Young consumers will start buying down on their phones, opting to buy a tablet plus a feature phone, rather than the expensive redundancy of a smartphone and a tablet, or the limited features of just a smartphone. These age groups are particularly vulnerable because they are already adopting tablets and e-readers as book replacements. Changing readership habits provides a strong incentive for moving to a tablet device; these demographics' smaller budgets will necessitate a buy-down on the phone. In the 25-34 market, consumers will still use smartphones when employers provide them. Left to their own devices, a significant proportion will opt instead for a tablet, plus a basic phone. Eric Chan, Mobile Presence
So the Tablet is going to win because it’s a powerful business tool and the Smartphone isn’t.

Scenario 2. Smartphone The Winner, Tablet The Loser.   

Many experts predict continuing success for the Smartphone especially among the non-business sector where many of the Tablet advantages do not really hit home. The portability of the Smartphone will always remain a key advantage. There are other arguments in favour of the Smartphone. One is price. Already over a quarter of all handsets sold are Smartphones and with prices expected to fall considerably in the future  Smartphones will increasingly dominate the market. For many consumers price is the only barrier to a switch from a simple phone to a Smartphone.

Also, manufacturers and retailers will likely have to offer special incentives for buying a tablet plus a Smartphone. In the long run, Smartphone survivability depends on the manufacturers' ability to maximize the Smartphone's single inherent advantage over the Tablet: size. Because of it, such key functionalities as photography, navigation, calling, mobile payment, and scanning are easier to perform on a Smartphone than on a Tablet. Harness those advantages, and smartphone sales will decline less than they otherwise would.

Mobile payment could be the key for smartphones. If mobile payments become widely adopted by carriers, operating systems, credit-card companies, and retailers, it could help smartphones withstand the natural downward trend that is coming. Already hotels and airports have introduced systems allowing travellers to check in using their Smartphones. Bloomberg News reported on Mar. 15 that Google plans to begin testing a mobile payment system in New York and San Francisco in the coming months. Such a service would extend the use of its Android mobile platform.

"I have had a iPhone for two years and an iPad for about nine months. The iPad I use for business – writing reports, making presentations, e-mail, surfing the web etc. I also use it a lot for reading for both leisure and business. I use my iPhone as a phone but also checking e-mails and a lot of fun things like getting directions, names of restaurants etc. I use them both and I can’t see myself changing. I couldn’t rely only on the iPad because it does not have the portability of an iPhone. Often I don’t want to take my briefcase with me and the iPad is just too big to carry around. That’s when I take the iPhone. I know both devices do lots of the same things but I see them as complementary and I would not be without either” Management Consultant, Beijing

"I have a Blackberry which I adore, it has all the features I want. I have looked at buying a iPad or Galaxy but I don’t think I would use it, I’m not much of a reader. Also it would be too big to fit in some of my handbags which my Blackberry fits everywhere. When I don’t carry a handbag then the phone fits into my pocket”  Nurse, Hong Kong
Some industry observers are also aware that advances on Smartphones are making them very acceptable as business tools


 “While Blackberry is trying to move past cool suits and shiny shoes and appeal to the fun-loving younger segment, Apple is attempting the other way round. Originally marketed as a device mainly for general multimedia users, the iPhone is now trying to invade the business segment which is still seen as the main Blackberry territory. The iPhone 4, Apple’s latest offering for cell phone users, is said to be a better option for business users. iPhone 4 business usage has rapidly increased thanks to its powerful features. If you are a corporate user and looking for a smartphone with excellent business features, the iPhone 4 can just be the device to fit into your pocket” A. Choudhary, TodayTechNews
Technological advances and innovation are also expected to drive the Smartphone market


“The smartphone market is currently showing an increased affinity toward open source OS such as Google’s Android. The Android is growing faster than any other OS not only due to the increased production of Android smartphones by major manufacturers, but also because of the availability of the OS on all major mobile operators. With numerous manufacturers using the Android OS, a greater number of devices and wider choice will be available to consumers, allowing Android to maintain the highest growth rates in the smartphone market till 2015” WooebNews

 “In general, the next few years will likely be tough for smartphones. This may not be a permanent trend; I think it will last only a few years, until consumers adjust to the idea of spending more on personal devices. But in this multiyear interim, we will see the smartphone market wither as innovation tapers off, developers exit, sales decline, and brand diversity wanes. Both smartphones and tablet computers will be used widely for GIS, both for data collection and deploying GIS apps. But at the end of the day, the mobile phone is such a ubiquitous device. Of course, not everyone has a smart mobile phone, but that's changing. International Data Corporation (IDC) predicts that worldwide smartphone shipments will increase to 269.6 million in 2010, up 55.4 percent from 2009” GSS Weekly
So the Smartphone is going to win because it’s very portable, has powerful features and can be used as a business tool
Summary

The above analysis suggest that both Smartphones and Tablets will be very successful in the future. Although there is a good deal of overlap the two devices actually sit nicely together – for those who can afford both. The Smartphone will be successful because of its mobility, the Tablet because it’s a great business tool.

While some may switch away from the Smartphone to a simple phone, there will be millions who will upgrade from simples to smartphones.

Looks like everyone’s going to be a winner, with Tablets winning the business prize and Smartphones the consumer prize.
But for all stakeholders it will be vital to monitor market developments and market research will need to be frequently undertaken to measure buying trends and motivations. Surveys of businessmen using Tablets and Smartphones would be of great value as would research among mobile phone users who have not yet migrated to Smartphones..
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