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1 EXEX

The cloud economy is expanding fast but is still small.

There are various estimates of the size of the market for cloud services. Fee-generated revenues
from public provision of TaaS, PaaS and SaaS have been forecast to reach somewhere between $43
billion and $94 billion by 2015. To this can be added the revenue generated through advertising on
cloud-enabled web applications that are available at no cost to the user. Such revenue is currently
considerably larger than the fees generated from public cloud provision. Estimates of the value of
private cloud services also vary greatly —from about $5 billion to about $50 billion. Discrepancies in
projections reflect different methodologies, but most forecasts agree that cloud adoption will continue

to expand rapidly over the next few years.

This is still very small compared with the revenue of the global ICT sector, which was estimated
at about $4 trillion in 2011. However, most segments of the ICT sector are in some way affected
by cloud computing. The demand for bandwidth will drive telecommunication services revenue,
although revenues from voice services could be affected as more people switch to cloud-based voice
over Internet protocol applications. Demand for equipment and computer hardware, particularly

data servers and network equipment, will rise as more services move to the cloud.
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over Internet protocol applications. Demand for equipment and computer hardware, particularly

data servers and network equipment, will rise as more services move to the cloud.

The shift to the cloud is generating considerable growth in data traffic. During an average minute
in 2012, Google received two million search requests, Facebook users shared around 700,000 content
items and Twitter sent out 100,0-00 tweets. In 2012, 60 per cent of such cloud traffic on the Internet
emanated from Europe and North America. Asia-Pacific was responsible for another third while
Latin America and the Middle East and Africa together accounted for only 5 per cent. However, the

highest growth rates in the next few years are expected in the Middle East and Africa.

On the supply side, the cloud economy is currently dominated by a few very large cloud service

providers, almost all headquartered in the United States. Their early entry into cloud computing



gave them firstmover advantages, not least in terms of building large networks of users and massive
data storage and processing capacity. The absolute levels of investment required for major cloud-
computing estates are very high; it can cost more than half a billion dollars for a cluster of data

centres.

While the cloud service provider market is likely to continue to be dominated by a small number of
global IT businesses, some factors may favour national or regional players. Some Governments and
enterprises are required (by law or corporate policy) to locate their data within national jurisdictions,
or prefer to do so for security or geopolitical reasons. Large corporations and Governments have
hitherto shown a preference for private over public clouds, eschewing some cost saving to ensure
a greater sense of security and control over their data and services. Recent international publicity

concerning data surveillance may have reinforced such a preference.

Cloud adoption in developing countries has potential implications for
both the supply and the user side of the cloud economy.

The most significant activities and potential supply opportunities for enterprises in developing
countries are concerned with: (a) data-centre and related cloud provision; (b) the development and
provision of local cloud services for groups of customers, including local businesses and individual cit-
izens; (c) cloud aggregation, system integration, brokerage and related services. In addition to these
explicitly cloud-based areas of activity, opportunities exist for national communications businesses
(telecommunications operators and ISPs) which can gain from increased data traffic using their net-
works. Despite the advantages of global cloud service providers, there are some factors that offer
scope for local or regional data centres to expand in developing countries, such as growing demand for
private cloud solutions, national data-protection laws or corporate policies requiring data to be kept

within national jurisdictions, and high costs of or unreliable international broadband connectivity.

There has been extensive adoption by individuals in developing countries of free cloud services
such as webmail and online social networks. This is true in almost all countries, in particular those
with higher levels of Internet use and cloud readiness. The most popular cloud-based applications
are generally those provided at a global level. In low-income countries at a nascent stage of cloud
readiness, laaS is often the first category of cloud services to emerge. As the infrastructure situation
improves and if the SME sector expands, the market for SaaS in developing countries will become

more important and eventually dominant as it already is in developed countries.
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