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We are Anticipating A Global Data Tsunami
The staggering increase in the demand for data by smartphone users is offering
carriers an opportunity to explore new business models, writes Tim Bishop,
Director at Deloitte Digital.
The Deloitte Global Mobile Consumer Survey reports that an estimated one billion
smartphones where sold during 2013, up from 750 million the previous year.
The survey also estimates that by the end of last year more than two billion
smartphones, 300 million tablets and one billion portable PC’s would be in
use globally.

Continued growth in the base of users and number of connected devices per user
means traffic volumes are expanding rapidly. So much so that data traffic could
soon reach a point where demand outstrips supply.
In South Africa, it’s data tsunami time too!
In South Africa, access to internet through mobile is one of the fastest growing
sub-trends in the sector even though prohibitive data costs mean consumers aren’t
making as much use of data facilities on their smartphones as they might. The
driving force of mobile data use (59% of phone owners) is still social activity on
networks such as Facebook and Twitter which benefit from a 40% overall usage
penetration of the entire SA population.

On average, consumers in developed markets have access to between four
and eight devices mostly through device sharing. This as the sales of traditional
handsets, digital cameras, music players and feature phones are on the decline.
We are deep into a global mobile revolution
We are witnessing a mobile revolution: hurtling forward with a momentum and on
a scale never seen before.
The Deloitte survey is based on a 20 country online survey of 38,650 mobile phone
users around the world. It finds that ownership of internet-connected devices
increased in all countries surveyed in 2012 and 2013.
Not only this, but smartphones top the list of portable devices consumers
most want to purchase – followed by laptops, digital cameras and
e-readers, respectively.
Indeed, as the report predicts: ‘2013 may be the year in which revenue from
smartphones and tablets exceeds that from the remainder of the consumer
electronics market.’
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Overall, mobile’s reach is greater than ever, thanks to device proliferation – and
is driving not just consumer behaviors but also business strategy. With mobile
penetration in SA running at over 125% it is key to understand the diverse
nature and scale of this industry – and the opportunities it presents not just
for consumers, but also for network providers and carriers with the greatest
opportunity presented by data provision.
The use of multiple devices by individual consumers is contributing to a surge in
data volumes. As the report notes, the challenge for carriers will be to manage
service levels, speed, latency and reliability on data networks, as more and more
people use them.
Again, in the handset manufacturer stakes, SA is different once again. Whilst
manufacturer segmentation does not affect the exploding use of data, it does
affect content providers and technical creative in the provision of service for
a more fragmented handset market. Whilst in the US and Europe, Apple and
Android (mainly Samsung) take the lions share of handset sales, in SA and Africa
Nokia are still selling more units than anyone which means that firms such as
Deloitte Digital creating mobility services and applications need to take a slightly
different approach..
The FeaturePhone is still prevalent in SA and still enjoys 65% of handset sales on a
monthly basis. Whilst data capable, so called ‘smart’ features are limited but real
world features such as a torch, a radio and week long battery life are abundant
helping to drive sales of this practical and yet powerful cross-over device. In the
smartphone sector, SA sees Blackberry with the greatest (but declining) ownership
followed by Android, Symbian, iOs and WindowsPhone mainly produced by Nokia
showing the biggest growth.
The report finds that mobile data traffic is anticipated to increase sevenfold by
2018, fuelled by data-heavy services such video, file sharing, rich applications,
and online games fueling carriers, content providers, and creative tech companies
providing consumer-centric products.
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As the report notes: ‘Data traffic via mobile networks per smartphone increased
by over 30 percent between 2012 and 2013 while combined data traffic from
smartphones tablets and laptops doubled during 2012. ‘
And with people accessing data more, consumers are increasingly making use of
cloud to store and synchronize files. The report represents this trend as a shift away
from ‘personal area network’ to ‘cloud area network.’

Although most data consumption in developed markets like South Africa happens
on mobile network, Wifi is on the increase as the availability of hotspots increases
and in turn driving highly increased content consumption by consumers whilst
eroding carrier potential revenues forcing carriers to also think beyond the
mobile network.

Because consumer migration towards converged devices means increased data
traffic, carriers will be able to reposition themselves as more than just broadband
service providers, but also as storage, security and other solutions providers.
And by encouraging consumers to migrate to networks that offer not just
competitive tariffs but also larger data bundles, carriers will be able to revise tariff
structures to include overheads for data volumes, as well as additional fees for
value and customer support.
Evolving their business model to suit the realities of the mobile revolution is
essential for carriers. In particular, a model that focuses on networks and data.
r instance, the report finds that in early 2013 for the first time, the volume of
messages carried by instant messaging (IM) exceeded the number of text messages
on mobile networks and we at Deloitte Digital predict IM almost doubling sms use
towards the end of 2014 with nearly 50 billion messages globally per day.
Mobile carriers lost an estimated US$ 32bn of SMS revenues in 2013 or about a
quarter of the total, because of IM with that only set to increase rapidly.
The way in which people are connecting also provides an opportunity for carriers.
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However, LTE that offers the greatest possibility for managing data volumes and
for carriers, optimizing revenues. LTE offers faster connectivity and is becoming
increasingly available in the markets surveyed.
By October 2013 some 22 wireless carriers had launched LTE networks. As many as
59 percent of respondents in the survey indicated a desire to upgrade to LTE in the
next 12 months.
The survey predicts that by 2016 LTE will carry more data traffic than 3G globally.
And with migration to LTE, individuals are also purchasing larger data bundles. In
Japan for instance LTE users consume 50 percent more data than 3G users, and in
the US users consume 1.3GB monthly on LTE, compared with 956MB on 3G.
Strategic carriers who want to deploy sustainable LTE coverage in areas where
mobile penetration is low – could explore network sharing. In the case of LTE
for instance, carriers that share will be better resourced to be able to deploy
sustainable LTE coverage in rural areas where mobile broadband penetration is
presently low.
Because of the cost involved in infrastructure outlay, carriers will continue to
experience limited profitability: because operating large networks in parallel isn’t
the most financially viable option in the long run.
This doesn’t necessarily mean that carriers need to share all their sites and
infrastructure, but merely that they will be able to selectively deploy in areas where
competitive advantage can be gained. Wireless carriers can save up to 30 percent
of cost per cell by joining forces with other carriers to build mobile networks –
thereby reducing network operational expenditure.
The report notes that, for example, it’s estimated the European Union’s mobile
industry could save between US$ 27bn and US$ 54bn per annum over the next
five years- simply by pooling network assets.
That translates into annual savings of up to USD 2.7 billion for larger carriers.
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Network providers have to adapt existing business models, or face substantial
revenue losses. They need to understand issues like consumer preference for Wifi
versus 3G, whether consumers choose speed over cost, and other factors. A more
detailed understanding of these issues will help them position themselves and
their services.

Download a copy of The state of the global mobile consumer, 2013 report.
To start a new section, hold down the apple+shift keys and click
to release this object and type the section title in the box below.

The state of the global
mobile consumer, 2013
Divergence deepens

If one considers that more than one billion Youtube videos are streamed on mobile
devices every day – and 400 million photos shared on just one messaging service in
a single day: the scale of demand is evident.
It is in anticipating it and evolving their business models accordingly, that strategic
carriers will reap the greatest benefit. Handset manufacturers are also living
the good times jumping over themselves to bring bigger and better features to
the market, whilst Content providers and technical creatives follow this major
opportunity creating content, gaming, applications and services that consumers
can easily access from the palm of their hand!

Click here for more information about the Deloitte TMT Industry
http://www.deloitte.com/view/en_ZA/za/industries/
technologymediaandtelecommunications/index.htm
Click here for more information about Deloitte Digital
http://www.deloittedigital.co.za/

The future is mobile…. and if done right, everybody wins!
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