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About World Wide Worx

Research

� Conducts primary research into IT and telecoms, 

Internet, mobile technologies, technology in 

business strategy, and SME success factors

Key projectsKey projects

�Internet Access in SA

�Online media, retail and banking in SA

�Mobility – consumers, corporates, SMEs

�SME Survey: largest annual survey of its kind

�Webagility - benchmarking web sites

�“The Mobile Office” – easy guide to new tech



2009: The 2009: The 
Earthquake



2010: The 2010: The 
Tsunami



2020: A clear 2020: A clear 
flight path?



The cables have come

Capacity in Gbps 2008 2009 2010 2011 2012 2013 

Atlantis-2 40 40 40 40 40 40 

SAT3/SAFE 40 250 770 770 770 770 

SEACOM 0 1280 1280 1280 1280 1280 

TEAMS 0 120 120 1200 1200 1200 

GLO-1 0 0 640 640 640 640 
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EASSy 0 0 640 640 640 640 

MainOne 0 0 1920 1920 1920 1920 

ACE 0 0 0 1920 1920 1920 

Infinity 0 0 0 2560 2560 2560 

WACS 0 0 0 3800 3800 3800 

FLAG System-2 0 0 0 0 2560 2560 

Total Capacity  80 1690 5410 14770 17330 17330 

 



Revolution has only just begun

14 770 

17 330 17 330 

African Undersea Cable Capacity 
Excluding Mediterranean, Total Capacity in Gbps 

By 2011, 
150 times 
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2008 2009 2010 2011 2012 2013

80 
1 690 

5 410 

150 times 
the 
capacity 
of 2008



Don’t start without me ..

18% 
growth in 
providers 

Internet Access in SA 2010, World Wide Worx

providers 
– off a 
high base



The haves have more

1 101 000 

1 560 000 

Unique Broadband Users In South Africa 
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2003 2004 2005 2006 2007 2008 2009

15 700 51 000 

160 000 

323 000 

668 000 



Dial-up history
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The year of take-off

3 606 000 

3 840 000 

4 085 000 

4 615 000 

5 306 000 

Internet Users in South Africa 1994-2009 
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1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009

100 000 
198 600 

354 700 

696 600 

1 266 000 

1 820 000 

2 406 000 

2 886 000 

3 098 000 
3 271 700 

3 412 500 
3 606 000 



Communications 
budget speech: budget speech: 
Universal access 

by 2019



Sustained growth but no 100%
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Internet Users in SA 1994-2015 
World Wide Worx 2010 '000s 
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Flight 2020 has departed
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Adoption curve in steady ascent  
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The numbers 
behind the behind the 
numbers



The Digital Participation Curve

�The Digital Participation Curve reveals 
that the average Internet user needs to be 
online for 5 years or more before engaging 
actively with high-level applications like 
online retail and interactive applicationsonline retail and interactive applications

�It emerges as a combination of 
experience, comfort with using the 
medium, confidence in the reliability of the 
medium, and trust in the medium





Segmentation is critical

�The base of online purchasers must 
be further segmented to take account 
ofof

� The market for digital content, which 
must be further segmented to take 
account of

� The market for news and magazine content  
sold digitally.



Global trends show that 
the market for “print” 
content sold digitally 
has not made an impact 

on e-commerce





Digital news and 
magazine content makes 
up well below 1% of up well below 1% of 
e-commerce in US





Japanese trends show 
that mobile commerce is 
rising fast to become a 
dominant force in 
e-commerce



Secret lies not in item sales, 
but ads and access charges

�Morgan Stanley found that, while content 
did not make an impact on revenue, 
access to services accounted for 30% of access to services accounted for 30% of 
online revenue for top 50 global Internet 
businesses.

�Advertising accounted for 40%

�In contrast, digital sales, dominated by 
music and videos, accounted for 5%.





But mobile is the 
big opportunity

�Premium content dominates mobile �Premium content dominates mobile 
revenues of top 50 global Internet 
properties.

�Digital content accounted for 54%, with 
76% paying for instant access to content 
and services





Bundling is key

�Based on the preceding trends, there will 
be a potential 6m audience for paid digital 
content in South Africa by 2015. content in South Africa by 2015. 

� But the audience can only be regarded as 
potential if it is offered bundled services 
that includes apps, news, entertainment, 
across mobile and desktop.



“Rapid Ramp of Mobile Internet Usage Will 

be a Boon to Consumers and Some Companies 

Will Likely Win Big (Potentially Very Big) Will Likely Win Big (Potentially Very Big) 

While Many Will Wonder What Just 

Happened” – Mary meeker, Morgan Stanley, 

12 April 2010



Music shows the 
signpostssignposts



SA music sales

IFPI annual report 2009



SA digital music sales

IFPI annual report 2009



Waiting for a market 

�South African digital music sales are 
growing at a rapid 25% a year, but off a 
very low base.

�At R34.5m, makes up only 3.75% of billion-�At R34.5m, makes up only 3.75% of billion-
rand SA music market.

�Value of digital track downloads: R3.8m

� Suggesting that the market is not ready to 
move away from physical product.



But globally, future is digital

�Global digital music revenues 2009: $4,2bn

�Proportion of total global music sales: 27%

�Up from 21% in 2008

�But global music sales fell for 10th year!�But global music sales fell for 10th year!

�First half of 2009, sales down 12%

�In the USA, digital has gone from 0% to 40% 
of total music market in 8 years

�iTunes accounts for 25% of US music sales



The implications for SA

�Digital music revenue is growing at the 
same annual rate as online retail, which is 
strongly influenced by the Participation 
Curve.Curve.

�But coming off a far lower base; makes up 
one tenth of 1% of SA online retail

�Viable music track download market is 
only likely to emerge in 2013, as the 
Participation Curve kicks in and music 
consumer gets comfortable with format.



What does this mean for 
print content going digital?

�News and magazine content sales lag 
music content by about two years.

�No viable subscription service has 
emerged in SA; revenues are too small to emerged in SA; revenues are too small to 
be reported separately by any listed 
company.

�Based on music content lag, content sales 
from newspapers and magazines will only 
begin to be a viable market in 2015



Mobile is the key

�Sale of content is hamstrung by need for a 
micro-payment model.

�The consumer base is not well-disposed �The consumer base is not well-disposed 
towards micro-payment.

�The global trends towards (a) access 
charges and (b) mobile commerce are the 
guide.



Two revenue models

�Apps on smart phones, and content on 
mobile portals offer two revenue streams.

�Apps offer sales and usage options, with 
outright sale or monthly rental outright sale or monthly rental 
alternatives. The app model is geared 
towards outright sale. 

�Content is then provided free, with 
advertising generating ongoing revenue.
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SA becomes an app-land

�A quarter of 16m urban cellular users in 
SA have either or intend to download 
apps. 

�Almost a third have browsed or intend to �Almost a third have browsed or intend to 
browse on their phones.

�Only a tenth have used or intend to use 
network portals.

�Those who download aps and browse the 
Internet on phones correlate with the 
Participation Curve.



The digital “print” content 
market in 2015

�It is clear from the preceding that, even 
when segmenting the market, the full 6-
million South Africans who are at or past million South Africans who are at or past 
the 5-year Participation Curve level will be 
experienced enough and connected 
enough to purchase digital content online.

�However, few will do so out of choice.



The digital content 
propensity curve

�The following graph is derived from the 
Participation Curve and the number of 
people buying digital content online.

�The total of people shopping online is �The total of people shopping online is 
equivalent to the Participation Curve

�The proportion of people buying digital 
content in 2009 was around 3% of those 
shopping online, and in 2010 will be 
around 4%, growing at around 25% (of the 
4% proportion) a year. 



Propensity curve remains low



Rapid growth from 2015-2020



Digital content 
purchasing begins

�By 2018, at least 20% of the potential 
market will have the propensity to 
purchase.purchase.

�By 2020, 30% of a 10.9m market, with 
propensity to purchase.

�This assumes that the offering is not 
bundled with other content.



The implications
for academia

1. Paid digital content is not yet a market.

2. A culture of free downloads exists among 
youth and young adults.

3. The iPad and Kindle are signposts towards  
app-based paid content.

4. Social networking means shared content 

5. Right now the expectation would be for 
free digital textbooks. 

6. Begin to manage expectations now.



Thank you

Arthur Goldstuck 

(011) 7827003

arthur@worldwideworx.comarthur@worldwideworx.com

www.worldwideworx.com

Twitter: art2gee


