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For  years ,  cost  sav ings  has  topped 
the l i st  of  benefits  offered by  c loud 
computing.  This  i s  one of  the fac -
tors  that  has  resulted in  the mas -
s ive  increase in  the use of  c loud 
serv ices  across  the wor ld,  with  an-
alysts  showing exponential  growth 
among the b iggest  vendors  every  
year.

In  Afr ica ,  c loud spending has  a lso  
seen a  marked increase.  The C loud 
Afr ica  2018 report ,  a  research 
project  conducted by  World  Wide 
Worx  for  F5 Networks ,  came to  th is  
conclus ion after  researching the 
innovation in  three of  the conti -
nent ’s  major  economies  –  South 
Afr ica ,  Kenya and Niger ia .  

The research found that  in  2013,  
fewer  than 50% of  companies  sur -
veyed used c loud computing,  but  
now i t  i s  pervas ive  in  the surveyed 
countr ies .

Despite  th is  growth in  c loud usage 
and investment,  R ichard F i r th,  
CEO of  MIP Hold ings ,  says  far  
fewer  South Afr ican –  and Afr ican 
– companies  are  moving to  the 
c loud compared to  their  interna -
tional  counterparts .  

SOME COMPANIES MAY FIND 

THAT THEY HAVE TO MAKE ADDI-

TIONAL INVESTMENTS IN ORDER 

TO ACHIEVE THEIR CLOUD GOALS 
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This ,  he bel ieves ,  i s  because the 
cost  of  c loud loca l ly  i s  far  more 
expensive  than most  people  rea l -
i se .  

“Most  of  the statistics  we see,  and 
a l l  of  the artic les  we read about  
c loud,  take international  costs  and 
environments  into account .  I  
firmly  bel ieve that  c loud is  just  
too cost ly  because hardware and 
infrastructure are  stil l  too pr icey  
in  South Afr ica ,”  he says .

Firth  adds  that  for  those compa-
nies  without  legacy  environments ,  
the c loud is  a  more cost-effective 
option,  but  a l l  those bus inesses  
that  have ex isting investments  
into their  own infrastructure wi l l  
find that  c loud doesn’t  save them 
as  much money as  they thought  i t  
would.  “ There’s  no doubt  that  
c loud is  more cost-effective in  
most  instances,  but  the sav ings  
companies  expect  may not  mater i -
al ise .  There is  a  misconception 
that  a  move to  the c loud wi l l  auto -
matical ly  save you money,  but  that  
i sn’ t  a lways  the case.”

He says  there are  a  number  of  rea -
sons  for  th is .  “Some companies  
may find that  they have to  make 
additional  investments  in  order  to  
achieve their  c loud goals ,  for  
example,  investing in  better  net -
work infrastructure to  assure h igh 
avai labi l i ty.  Other  companies  have 
found that  their  l i cence costs  
have actual ly  increased because 
they are  making certa in  systems 
avai lable  to  more people.”

Ultimately,  the factor  that  makes  
the b iggest  impact  –  and the pr i -
mary  reason that  loca l  companies  
do not  see the equiva lent  sav ings  
bus inesses  in  other  countr ies  do –  
i s  the exchange rate,  F i r th  says .  
“Last  year,  Azure h iked i ts  serv ice  
pr ic ing  in  South Afr ica  by  a  mas -
s ive  23.1%.  This  was  as  a  d i rect  
result  of  a  sharp fa l l  in  the va lue 
of  the rand.  A l l  other  c loud pro -
v iders  have s imi lar ly  adjusted 
their  pr ic ing  for  the same reason.  
Even loca l  c loud providers  are  
subject  to  the volatil i ty  of  the 
rand,  because they have to  buy 
their  hardware and infrastructure 
f rom international  vendors  who 
use dol lar  pr ic ing.

“Maybe,  the time has  come for  
bus iness  South Afr ica  to  take the 
b l inkers  off and embrace the new 
competition that  China may just  
br ing  to  the marketplace,”  F i r th  
says .  “S ince 2000,  China has  been 
the source of  near ly  $200 b i l l ion 
in  t rade across  Afr ica .”

F i r th  says  whi le  the current  
exchange rate  i s  an indication that  
the South Afr ican rand is  great ly  
undervalued,  th is  i s  no consola -
tion to  those companies  whose 
costs  are  being dr iven up when 
they are  try ing to  look for  greater  
efficiencies .  “ This  a lso  makes  i t  
unl ike ly  that  the construction of  
c loud data  centres  by  AWS,  Azure 
and Huawei  wi l l  change the pr ic -
ing  that  loca l  companies  pay.  
Azure’s  dec is ion to  increase pr ices  
in  South Afr ica  was  to  ‘ rea l ign to  
global  pr ice  levels ’,  making i t  
doubtful  that  the s i tuation wi l l  
change any time soon.”


