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In this article, the author examines the delayed revolution of the adoption of internet 
alternatives to traditional experiences – such as shopping and consuming traditional 
media and newspapers. The author posits that only five or ten percent of the internet’s 
potential has been tapped so far and predicts future trends of how increased adop-
tion of internet offerings will affect several industries in the coming years. Hermann 
Simon is Founder and Chairman of Simon, Kucher & Partners Strategy & Market-
ing Consultants. He can be reached at hermann.simon@simon-kucher.com. His lat-
est book, Confessions of the Pricing Man, tells his story from student to professor to 
global pricing guru.

The Delayed Revolution
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I
n 2006, the late Steve Jobs predicted that newspapers 
would cease to exist in five years. We know now that Jobs 
was wrong. After all, there was no shortage of newspapers 
in 2011 nor in 2016, even though several have disappeared 

or switched over to digital editions. Why was Jobs so far off 
base? The reason is clear. He underestimated how long it takes 
for users to get devices that allow them to read digital editions.  
 
At the IT and telecommunications fair CeBIT in spring 2001, the 
so-called “wireless web pad” was introduced – bearing a striking 
resemblance to the Apple iPad. Still, it took another nine years 
until Apple was able to bring the iPad, the first tablet computer, 
to the market in April 2010. Finally, a product with the potential 
to reach the mass market.

Back to the internet: What are its true capabilities? The internet 
has two (and only two) unique skills: 

• The ability to offer to a high number of customers digital 
products at zero marginal costs 

• The ability to network

Where do we stand in terms of the commercial use of these revo-
lutionary capabilities? At the beginning! Only five or ten percent 
of the internet’s potential has been tapped so far, that much is 
for sure. The commercialization of the networking capability is 
more advanced than the distribution of digital goods. In this re-
spect, internet usage is much greater than the amount of digital 
products distributed so far. But even in this field, there is only 
one truly major commercial success: Google. In 2014, it achieved 
revenues of $66 billion and profits of $14.1 billion. Its enterprise 
value per December 2015 was around $446 billion. Facebook 
is only a distant second with an enterprise value of $280 billion 
per December 2015. Regarding the distribution of digital content, 
there has been only one major success so far: iTunes. 

In the US, iTunes offers approximately 20 million songs. So far, 
Apple has sold in total more than 20 billion songs. If you assume 
an average price of about one US dollar, Apple is doing pretty 

good business. But this is still lower than what Google is earn-
ing from the internet. And it’s definitely lower than what can be 
earned in content.

Why do these two internet capabilities generate such different 
revenues and profits? The answer is the same as the one re-
garding the wrong forecast of Steve Jobs. Until now, the usage 
of digital networks has primarily taken place on computers that 
everyone owns. To comfortably use digital content, however, you 
need special devices that have yet to become widespread. This 
is precisely why the music of iTunes has generated such high 
cumulated revenues: The iPod was released as early as in Oc-
tober 2001 – hundreds of millions of users, i.e. potential iTunes 
customers, own one already.

What has changed? The number of devices necessary for using 
digital content has exploded in recent past. In Q32015 alone, 
Apple sold 48 million iPhones and 10 million iPads: Apple’s rev-
enue grew by 22 percent. At the same time, Samsung sold 84 
million smartphones to customers worldwide. And Amazon, typi-
cally reserved about their results, recently announced in Decem-
ber that they are selling one million Kindles per week, totaling 30 
million cumulated units sold. 

Experts estimate that the number of devices for digital content 
is growing by two million per day. Simultaneously, the prices are 
dropping. As a result, in about five years there will be about as 
many of these devices in the hands of users as there are of mo-
bile phones today. The revolution will be in full swing by then and 
the consequences will be dramatic. 

Today you already find on Amazon a selection of over 30,000 
electronic books for free; mostly they are classics for which the 
copyrights have expired. Gutenberg.org even tops this by of-
fering 50,000 plus titles free of charge. That is how we started 
our personal Kindle library of classics covering everything from 
Homer’s Odyssey to Shakespeare’s Hamlet to the poetry of 
Rainer Maria Rilke. The cost? Nothing! Who is going to keep 
buying these books when you can get them for free? Who still 
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Newspapers will not disappear, but 
their print editions will and so will the 
entire logistics operations of distribut-
ing them.

needs an encyclopedia or a dictionary? No one – not anymore! 
Publishers and bookstores will not survive this trend. The good 
times for printed newspapers are over. A Harvard graduate re-
cently laughed out loud at us when we asked him if he read the 
print edition of the Wall Street Journal. Newspapers will not dis-
appear, but their print editions will and so will the entire logistics 
operations of distributing them. Weekly and monthly magazines 
will not be hit as hard. For one, their distribution costs less than 
that of daily newspapers. And two, presentation, print quality 
and other factors play an important role. By the way, we have no 
intention of reading our newspaper on a Kindle. We are waiting 
for electronic paper, which is essentially a flexible electronic dis-
play. We recently saw electronic paper at Samsung Electronics 
in Seoul. It is still being fine-tuned and costs too much, but it is 
only a question of time until it is ready for the mass market. In this 
respect, devices such as Kindle, iPad and consoles are likely to 
be temporary solutions.

Publishers are not the only ones who will suffer from these trends; 
traditional retail stores will struggle as well. They simply do not 
offer exactly what customers need. They have inconvenient open-
ing hours. You have to find a parking spot. And so on. Ordering 
online saves us from all of this. We would estimate that our fami-
lies purchased easily 80 percent of our Christmas gifts online 
last year. We hear the same from other people. This will have a 
dramatic impact on the demise of inner city stores. We estimate 
that one-third to one-half of the current floor space capacities 
become superfluous due to online retail. Which retailers will suffer 
the most? Those with large assortments, little customer service, 

standardized products, and an internet affinity. Express delivery 
service providers such as DHL and UPS are already profiting 
immensely from this trend. Every internet order passes through 
their hands. That is life – as unfair as it may seem. The revolution 
is happening right now. Now let us see what comes next. 


