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What’s App? 
A look at the emerging apps economy

The state of play in the apps market and the barriers to its development 

David Rowan, Editor of Wired Magazine

On March 22 2010, NESTA hosted 
‘What’s App?’, a panel event that 
brought together app developers, 
platform owners, mobile carriers, 
investors and users with the purpose 
of exploring the evolving landscape 
of the apps economy.

This is an area of great opportunity for 
the UK – for its vibrant development 
scene, for investors and mobile carriers, 
for content and service providers, and 
for public bodies that can use apps to 
deliver public services ‘straight into 
people’s handsets’. But there are also 
challenges: uncertainty about which 
platforms to target and what business 
models to adopt, lack of transparency 
in the behaviour of some platform 
providers, and privacy and infrastructure 
issues. 

Policy can help to remove some of 
these barriers, so that the UK can reap 
the full benefits of this fast-growing, 
highly innovative market.

Structure

Section 1 overviews the current state of the app economy, and the 
opportunities and challenges faced by players at different stages 
of its value chain.

Section 2 summarises the discussions that took place at the 
‘What’s App?’ event.

Section 3 presents the conclusions and policy implications.

 

The app economy

a) A booming market

Innovative apps are harnessing rapid advances in the computing 
power, feature set and location-aware capabilities of smartphones.

These small application programs (which often fulfil a single task) 
are turning smartphones into video games and entertainment 
consoles, social-networking portals, location-aware navigation 
aids, video recording and editing studios, e-readers, productivity 
boosters and shopping baskets. This is a far cry from the dedicated 
telephone device of only a few years ago.

Innovation in hardware and software has been accompanied by 
new digital distribution methods. Apple launched the App Store in 
July 2008 to deliver free and paid-for applications for its iPhone 
and iPod Touch devices. By September 2009, more than two 
billion apps had been downloaded from a collection of 85,000 
produced by more than 125,000 developers. Apple receives a 30 
per cent fee on every app that is sold in its store.

Google launched the Android Market for its open-source Android 
phones in October 2008. Currently, there are 20,000 apps 
available there – Google takes 20 per cent commission on every 
sale. BlackBerry’s parent company Research In Motion, as well as 
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Nokia and Palm, have followed suit with app distribution 
platforms for their own families of devices.

The App Store in particular has proved that consumers will 
pay for apps: Pinch Media estimates that around 30 per 
cent of the first two billion downloads from this store were 
paid applications. 

A separate survey by AdMob carried out in the summer 
of 2009 found that Android and iPhone users download 
around ten new apps a month, and iPod Touch owners 
18; half the iPhone users that were surveyed – and 40 per 
cent of iPod touch owners – reported buying at least an 
app every month. By contrast, only 19 per cent of Android 
users were found to do the same. This result is supported 
by recent research from FADE, according to which 98.9 per 
cent of downloads in the Android Market Place are of free 
apps.

There are no official estimates of the size of the app 
economy, but mobile advert-serving company AdMob 
estimated in July 2009 that around $200 million worth of 
applications were being sold in Apple’s App Store every 
month – this amounts to $2.4 billion a year. 

Matt Murphy, who runs Kleiner Perkins Caufield & Byers’s 
iFund (a $100 million investment fund that collaborates 
with Apple to back start-ups producing iPhone apps), 
estimates the size of the app economy at $2 billion this 
year, double what it was in 2009. The mobile app market is 
projected to reach $20 billion or more by 2013.

b) What’s in an app?

The app value chain comprises the following players (see 
Figure 1 on page 4):

 • Developers who produce the software apps.

 • Content providers who, in the case of some apps 
such as newspapers or magazines, supply the content 
or services that are accessed through them. They also 
include brands that use apps for promotional purposes.

 • Publishers who in some instances fund the 
development and promotion of apps. These publishers 
are less important in the app economy than in 
other software and creative markets because digital 
storefronts make it possible for developers to go ‘direct 
to consumer’.

 • Platform owners are in charge of the digital stores 
where consumers purchase apps. It could be argued 
that they are the ‘true’ publishers of the app economy. 
They include handset suppliers (such as Apple, Google 
or Nokia) as well as independents.

 • Mobile/Telecommunication companies provide the 
wired or wireless infrastructure through which apps are 
delivered to consumers. In addition to this, they usually 

supply users with the smartphones manufactured by 
hardware companies.

 • Users download apps for leisure or professional 
purposes. Crucially, they also provide feedback 
about them to developers and other users. This helps 
developers to identify and solve technical problems 
in their apps, and to decide which new features to 
implement next. User ‘word-of-mouth’ and ‘word-of-
mouse’ are very important in the promotion of apps.

 • Investors finance the activities of other parties in the 
value chain.

c) The opportunities

The app economy offers huge commercial 
opportunities
The app economy has experienced enormous growth 
over a very short time span. Although smartphones still 
comprise a tiny share of the global mobile installed base, 
their market penetration is growing rapidly. For example, 
in Western Europe, 3G mobile penetration has risen from 
17 per cent in 2007 to 29 per cent in 2009 and is forecast 
to reach 67 per cent in 2011; in Japan it is already 91 per 
cent. 

If the Japanese example is anything to go by, mobile 
content should generate vast revenues in Western markets: 
At the beginning of the last decade, the Japanese mobile 
internet market was worth $6 billion, most of which was 
generated by mobile data access services. Eight years later, 
the market was worth $43 billion – two-thirds of which 
come from mobile data access, one-fifth from mobile 
commerce – such as the sale of virtual goods, and 11 
per cent from paid services including mobile banking and 
travel booking. 

Europe is today where Japan stood back in 2000. Mary 
Meeker at Morgan Stanley points out that internet 
adoption by iPhone and iPod Touch users has grown eight 
times as quickly in its first two years as desktop internet 
usage did when rolled out by AOL.

A new outlet for developer creativity
Smartphones’ innovative capabilities – from touch-screen 
to GPS, accelerometer, two-way messaging, geo-location, 
real-time information and camera – make them a perfect 
outlet for developers’ creativity and innovativeness. 

In the case of video games, they have given a new lease 
of life to old but well-loved Intellectual Properties – for 
example, UK games development luminary Charles Cecil 
has enjoyed astounding commercial success with the 
iPhone versions of ‘Beneath a Red Steel Sky’ and ‘Broken 
Sword’, two renowned Adventure Games originally 
developed in the 1990s. 

Competition between storefronts means that developers 
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are able to reach global audiences on favourable terms. 
They can for example set the initial price for their app (and 
modify it to meet demand), typically pay no credit card or 
hosting fees, and in the bigger storefronts don’t have to 
pay for the distribution of free apps (which often work as 
a ‘taster’ for paid-for, premium versions).

And a new channel to reach audiences
Content providers (ranging from magazine and newspaper 
publishers to TV broadcasters) are starting to use apps to 
distribute their content to Smartphones and tablet devices. 
Apple’s iPad is indeed seen as a great opportunity for 
publishers who have struggled to monetise their content 

Figure 1: The app value chain
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in the internet. An estimated 50 similar tablet devices are 
due to launch this year. It is hoped that their convenience 
– both in terms of distribution and consumption – and 
interactive, highly immersive feature will make them the 
next step in the evolution of publishing.

Apps also enable marketers and brands to reach consumers 
at low cost. AKQA recently launched the new VW Golf GTi 
using an iPhone car-racing game based on an existing 
bestselling game, Fireminds Real Racing. At a cost of 
$500,000, VW achieved three million downloads; by 
comparison, a conventional 2006 campaign to promote 
the Mk5 GTi, cost $60 million. Barclaycard, similarly, have 
claimed vast success for its waterslide game offered as an 
app.

Choose your revenue stream
App development and distribution offers a myriad 
opportunities to generate revenues. In addition to 
traditional ‘download to own’ models, there are many 
other promising business models that developers, content 
owners and publishers are experimenting with. 

They include sales of virtual gifts purchased inside video 
games and social networks, access to information on real-
time, in-app purchases of premium content, location-aware 
purchasing, mobile payments and mobile advertising.

An investor gold rush 
The growth curve of smartphone adoption offers unusual 
opportunities for investors. Tim Chang of Northwest 
Venture Partners, which has $50 million invested in the 
app economy, points out that investors have more to win 
by focusing on the platform and service providers, rather 
than betting on individual apps: “It’s too difficult to predict 
which developers will make money, so we’re backing the 
pickaxe suppliers. The guys who made it really rich in the 
goldrush were Levi Strauss selling jeans etc. – the enablers 
and suppliers.”

Distribution platforms are indeed experiencing fast growth: 
GetJar, a UK/California-based cross-platform app store, 
says it has provided 840 million downloads from 313,000 
registered developers to 2,000 supported devices.

d) The challenges

Standing out in the crowd
The Gold Rush metaphor applies to the supply side as 
much as it does to investment – the rapid growth of the 
market for apps has attracted thousands of developers, 
big and small, vying for attention in increasingly crowded 
storefronts. 

Competition is intense, both in terms of price and features 
– those apps that do well tend to be imitated rapidly, so 
successful developers have to keep running in order to 
remain in the same place. Discoverability is a key challenge 
when there are 150,000 apps in the store. How will 
consumers find yours?

Developer dilemmas 
The proliferation of platforms has been a source of choice, 
but also of uncertainty. Developers and content providers 
have to think hard about which platform to target with 
their apps. 

As Microsoft UK’s James McCarthy points out: “I don’t 
envy the developers trying to find ways of prioritising their 
development resources. They’ve got to make a judgment 
on the long-term future of the platforms and whether it fits 
with their kind of customer.”

Some of the dilemmas that developers and content 
providers face include whether to go for:

 • Multiplatform or single platform? Targeting the iPhone, 
Android, Symbian, Windows Mobile and BlackBerry 
platforms at the same time multiplies the size of the 
potential market, but it can also raise development 
costs.

 • Open or closed? It is easier to access the former, but 
also to end up buried under a deluge of low-quality 
apps.

 • Mobile or web-based? Mobile stores may be more 
flexible, but perhaps also less user friendly than Apple’s 
streamlined App Store experience. The emerging 
HTML5 web-browser standard promises to provide 
app-like functionality through the internet – but will it 
be widely adopted?

 • Smartphones and/or tablets? And which tablet? 
Although apps originally developed for iPhones and 
iPod Touch can be accessed in the iPad, harnessing 
the enhanced capabilities of this device might require 
additional investments. Additionally, Apple refuses to 
support Adobe Flash, an industry standard. 

The jury is also out regarding which are the most suitable 
business models – Freemium or in-app purchase may work 
for some such as Playfish and Zynga – particularly in a 
context where app download prices seem to be on ‘a race 
to the bottom’, but only research and experimentation in 
the market can determine whether they are suitable for a 
particular app-provider. 

This makes it difficult to write an effective business plan, 
and even when it is written, it may have to be torn up at 
some point down the line – for example, British company 
Shazam, which was founded in 2002 to help consumers 
identify songs through premium-rate texts, is now a 
‘freemium’ music-retailing business.

Fail fast to win big
In order to succeed, app developers need to embrace an 
iterative ‘trial and error’ production model. By contrast to 
other markets where products are ‘fired and forgotten’, 
the initial release of an app is the beginning, rather than 
the end, of the development process. 

Gathering consumer feedback and usage data thoroughly, 
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analysing it effectively and responding to it in order to 
evolve an app in the best direction – both in terms of its 
features, and of its business model – are crucial skills that 
developers need to hone.

Generating a return on investment, and avoiding 
cannibalisation
Although apps are a promising new outlet for the 
distribution and commercialisation of content, there are 
doubts about whether high investments on upmarket apps 
can generate sufficient revenues to cover development 
costs. 

Content providers also face the risk of cannibalising 
established sources of revenue by making content available 
via apps. Even success stories such as the Guardian’s £2.39 
iPhone app, which was downloaded 70,000 times in 
four weeks, generated a relatively small sum (£167,300) 
compared with the newspaper group’s losses of £100,000 
a day in 2008/09.

Getting past the gatekeepers
Some developers have voiced concerns about Apple’s App 
Store access policies. Delays in the approval process have 
for example caused financial losses for some. Most visibly, 
Apple’s six-week refusal to approve the Google Voice app 
prompted the US Federal Communications Commission to 
launch an inquiry on its activities last July. 

Apple’s software developers’ kit places some strong 
restrictions on developers: a copy obtained by the 
Electronic Freedom Foundation states that developers 
are banned from making ‘public statements’ about the 
agreement; that Apple reserves the right to unilaterally 
reject or remove from the store any iPhone or iPad app; 
that apps so removed cannot be offered on another 
platform if first developed for the iPhone; and that, should 
an error with Apple cause an app to fail, the maximum 
compensation for the developer is £33. 

According to Joe Hewitt, who developed the Facebook 
app, Apple’s behaviours: “are hampering the app economy. 
Not only have they rejected a number of very useful apps, 
and asked developers to cripple their apps by disabling 
features, but they have no doubt scared off countless 
developers.”

Apple’s tendency to censor apps is also controversial: it 
recently demanded that the Bild-Girl app, produced by the 
German newspaper Bild, censor images of topless women 
in the newspaper PDF that was available as an in-app 
purchase.

The risk of confusing consumers
According to surveys from GetJar, many consumers cannot 
distinguish between handset maker, carrier and platform 
– if each is running its own app store, there is a risk of 
fragmentation that could limit the market’s growth. 

Additionally, there is no consensus about how far consumer 
choice should be limited by quality control: to what extent 

do consumers demand active gatekeepers filtering the 
content available in storefronts, by contrast to the open – 
and in some cases wild – nature of the web?

Is the wireless infrastructure ready for a mass app 
economy?
Telecommunications providers will need to increase their 
capacity in order to meet increasing network and wireless 
demand. 

Apple has just paved the way for larger iPad apps with 
20MB 3G downloads; what happens when the streaming 
of movies becomes mainstream? How will data plans 
adapt? Poor coverage for iPhone subscribers has already 
caused a customer backlash against AT&T in the US. 

Carriers also appear to have lost the battle to retain control 
of their subscribers’ internet use: in 2007, 57 per cent of 
UK mobile users accessed the carriers’ mobile website, yet 
by 2008 that was down to 22 per cent – as Google went 
from 44 per cent to 82 per cent. 

Separately, telecoms providers are threatened by the 
growing popularity of VoIP apps that seek to undercut 
their main revenue stream.

 

The What’s App? event

The overview above has shown that the app economy 
presents both opportunities and challenges.

On March 22 2010, NESTA hosted a panel discussion 
bringing together around 150 developers, investors, 
innovators, manufacturers, digital media entrepreneurs 
and media representatives to explore some of these issues. 

On the panel were Nigel Kendall, Technology Editor, The 
Times; Ilja Laurs, Chief Executive of GetJar; Billy Wright, 
Global Director Partnership Management, Nokia; and 
Mark Rock, CEO and Founder of AudioBoo. Matt Mead, 
Managing Director of NESTA Investments, was chair (see 
box on page 7 for more detailed biographies).

a) The Discussion 

Matt Mead, of NESTA, began by highlighting the rapid 
growth in the app market. Although analysts can’t agree 
on the size of the market today – some say $2 billion, 
others $4.1 billion – the growth is apparent from the 
boom in the number of app stores, from eight to 38 in 
the past year, offering a bewildering choice for consumers 
but also for developers, handset manufacturers and 
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telecommunications companies.

Ilja Laurs, of GetJar, explained that any app whose position 
in an app store was below the top 100 would make very 
little money. “Only 10 per cent of developers will succeed,” 
he said. GetJar has recently published research on the 
state of the app economy, which it forecasts will be worth 
$17.5 billion in three years. Handset manufacturers see 
strong app stores as ways to encourage phone sales.

Ilja sees mobile apps simply as another means of accessing 
the mobile web. “The icon is a paradigm of how you access 
something on the phone – it doesn’t matter to the consumer 
what’s behind it,” he said. “Consumers simply need a way 
to discover the app (the app store) and a way to access the 
content by clicking on icons instead of URLs. Think of the 
app as a new way by which the consumer discovers, stores 
and clicks on info. It’s an icon. It’s very simple.”

Nigel Kendall, of The Times, agreed that what the consumer 
refers to as an app is merely a convenient pictorial way to 
deliver something more complex. He divided the market 
into three main categories: 

1. Homebrew apps, whose success stories (such as 
iShoot, iFart) have made headlines. These are the 
exception not the rule. 

2. Those apps that deliver something you already want. 

3. Commercial apps – for example, alternative ways to 
promote a brand such as VW or Coke. “We’ll see a 
big explosion of these over the next few months,” he 
said. “In future, there’s the possibility of apps that 
link you directly to TV programmes. App creators 
have to develop a pull mechanism to make people 
want to return.”

Mark Rock, of AudioBoo, explained that his app began as 
a side project. His team was working with Channel 4 on an 
iPhone app for its DAB radio service to encourage high-
quality user-generated content. 

When Channel 4 closed its radio project, the app launched 
as a free self-standing iPhone app. It gained an early boost 
when a Guardian journalist used it to broadcast audio at the 
G20 protest. At that stage, seeing its potential to grow, the 
business decided to put all its resources into AudioBoo. “It 
was not planned. The great thing about mobile platforms is 
you can get something out there and people can start using 
it. Mobile apps let you test out whether people want the 
services – without spending much money or developing a 
46-page document.” Today, AudioBoo has 18,000 listeners 
a day. “The community proactively shapes how the service 
develops. It’s the cheapest market research you can do.”

Mark urges developers to decide whether their product 
is aimed at offline or online consumers. “They’re 
fundamentally different markets. Online apps are more 

Nigel Kendall is the Technology Editor at The Times and Times Online. Before joining The Times in 2003, Nigel 
worked in Tokyo on publications such as Time Out Tokyo. Nigel was educated at the University of Oxford.

Mark Rock is the founder and CEO of AudioBoo, a new mobile audio platform that allows anyone to create and share 
high quality audio from a mobile device. Since launching in 2009 it includes the BBC, The Guardian, Stephen Fry and 
the British Army as users. Previously Mark was co-founder of design and technology company Static 2358 Limited.   

Billy Wright, Global Head Media & Games Partnerships at Nokia, is in daily contact with the world’s leading studios, 
broadcasters, labels, games developers and publishers, large-scale aggregators and innovative application developers. 
Prior to joining Nokia, Billy held roles including VP and GM Global Wireless, Warner Bros Entertainment and Global 
Director Content and Sponsorship, Orange Group.  

Ilja Laurs is founder and CEO of GetJar, the world’s largest cross-platform mobile application store. Since 2005, 
GetJar has provided global distribution and monetisation services to 350,000 developers, from one-man shops to 
established brands such as Google, Microsoft, Facebook and Nokia. By January 2010, GetJar had over 60,000 games 
and apps and serves 55,000,000 downloads per month through its own site and network of OEM and carrier partners 
that include Vodafone, Sony Ericsson, BlackBerry and others. 

Matt Mead is the Managing Director of NESTA Investments overseeing all aspects of NESTA’s investment activity. 
Matt has over 14 years’ experience investing in UK and international early-stage ventures and was a Partner in 3i’s 
Venture Capital business.  

More on the panellists 
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successful – for example, Facebook and Twitter – as they’re 
used to funnel users to a website.”

Billy Wright, of Nokia, said that its services – from maps to 
messaging – were growing quickly. The music service was 
currently available in 30 markets; the Ovi store, available 
in 180 markets on 100 devices, was experiencing 1.5 
million downloads a day. “Our big challenge isn’t device 
and services, it’s how you attach both together,” he said. 
“The device lifecycle is 24 months; services you measure 
in weeks.” 

He acknowledged that Symbian has suffered from not 
making the clearest documentation available to prospective 
developers. “There’s a lot of work going on.” 

b) Questions put to the panel 

Question: The UK government has announced that it is 
releasing 3,000 data sets containing publicly owned data, 
such as live bus-stop updates. Will private developers be 
able to make money?

Mark saw this as a “huge step”. “The government has 
been sorely lacking in making available to developers data 
we’ve already paid for. They seem to mean it.” Billy said it 
was not the data, but the creative input that developers 
can overlay on this data that would be key to creating 
successful apps. “Drive repeat usage and stickiness,” he 
advised. “If you’re running the editorial group in the Nokia 
store, you’ll prioritise those apps that drive repeat usage.” 
Nigel raised a word of caution, based on the track records 
of various governments over IT projects, most recently and 
controversially involving the NHS. 

Question: Will one platform emerge as the next 
Microsoft, dominating the app economy? Or would 
multiple different operating systems emerge?

Ilja said there would be no dominant platform. 
“Fragmentation is here to stay, unfortunately. Android will 
take much of the market – but Android itself will be very 
fragmented. For developers, this means you either have to 
focus on one platform and stay small – or aim across the 
market to dominate.” 

Billy said that Apple had created the ecosystem that 
allowed the app market to prosper. But that did not 
mean that Apple would ultimately dominate. For years 
the telecoms companies had been searching for the ‘killer 
app’, the single compelling consumer service, that would 
grow their non-voice revenues. “Lo and behold, they 
found that the killer app wasn’t a single service, it was the 
ecosystem. Apple introduced that ecosystem, and changed 
the game completely: the simplicity, the billing system. The 
packaging and promotion of its service was fantastic, and 
changed everyone’s perception of what is possible. But 
that doesn’t mean that Apple will always sit at the top of 
the pile – there will be lots of other people competing.” 

Mark also credited Apple’s achievement. “Look back five 
years – it used to be a pain connecting to the internet on 
phones. Apple blew that model apart, and created the app 
economy that Android and Nokia are now after.” 

He said that Apple offers an “amazing” development 
environment: “They give you the best tools. It’s the easiest 
way for us as a company to work. They’re ahead of Android, 
though Android will get there. We have an Android version 
of AudioBoo now, but it’s not very good yet. We’ve 
struggled with the [Nokia] S60 [software platform] for four 
months. It’s been a painful experience. We’ve given up our 
own S60 development and outsourced.” 

Nigel pointed out that, even though Apple’s iPhone is the 
device with just 1 per cent of smartphone market share, it 
accounts for 50 per cent of downloads. But Ilja countered 
that this was a “very temporary” situation. “The market is 
picking up fast – the efforts of Nokia and other developers 
are going to level that market.” 

Question: Will the mobile browser – notably, through 
the emerging HTML5 standard – offer an alternative to 
app-store fragmentation?

There was some disagreement. For Mark, the new 
browser standard would be a significant challenge to the 
current model of self-standing apps. “HTML5 and faster 
processors will allow you to do everything in a browser that 
you can do with an app,” he said. “We’re not there yet, but 
90 per cent of what you can do in an app you could do 
in a browser.” Billy was less certain. “HTML5 won’t have 
the capability of today’s apps, for instance in games,” he 
said. “You’re not going to run many of today’s games in 
a browser. For at least five years there will be a place for 
native apps, as they allow you to do an awful lot more.” 

Question: How will the emergence of iPads and other 
tablet computers affect the app market?

All services and businesses will inevitably have to find more 
and more ways to face the consumer, said Ilja. “Your one 
website was once your only face to the consumer. Now, 
take YouTube: you’ll have a website, a mobile site, lots 
of apps, certainly an iPad version, and native navigation 
for some future devices. At GetJar, 80 per cent of our 
developers will have different faces depending on the 
device the consumers use. Today, typically I’d need to 
develop an Android app, an iPhone app, a BlackBerry 
app, and [services for] the rest of mobile phones would be 
carried through the browser.” 

Ilja asked developers to consider how consumers would 
want to access their content. “Ask yourself whether you 
need to improve the user experience by developing a native 
iPad app as opposed to a browser solution. Multiply that 
improvement to your user base to decide whether to invest 
in that solution. There will never be a one-face offering to 
consumer. There will be more and more. It’s going to be 
more fragmented and more diversified.”
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Question: What business models will succeed in the app 
economy?

Ilja counted four major business models for mobile apps 
today. 

1. Paid-for apps – accounting for what he estimated as 
60 per cent of revenue today. 

2. Advertising-supported free apps – 12 per cent of 
revenues today, but projected to grow within three 
years to 28 per cent.

3. Apps that generate revenue from virtual goods and 
economies. The social-gaming service Flirtomatic, 
for instance, is free unless you want to highlight your 
profile, for which you need to pay (Ilja calls these paid 
enhancements “ego services”). Customers spend as 
much as $10/month on such virtual enhancements. 

4. Revenue from upselling services (that is, from 
converting users of free apps into paying ones).

According to Ilja, free apps are downloaded 50 times more 
than paid ones. 

Within three years, as big brands turn increasingly to 
mobile advertising, revenue from in-app adverts are bound 
to increase. “Paid apps in three years will be half of all 
revenues,” Ilja said. “The average price for paid apps is 
falling. Today it’s $1.90; it will be $1.50 in three years as 
there’s so much competition. Revenue from virtual goods 
and advertising will grow.”

Ilja also advised developers to think carefully about just 
how big they need their mobile services to be, and to 
tailor their development plans accordingly. “You can invest 
in one platform and still build a big profitable business – 
but too often I see this choice being irrational. If you’re a 
Facebook or a Google and you need 300 million users, you 
have to invest in supporting your app in as many platforms 
as possible. You have to think, what kind of user experience 
do you want to give your users? If the experience is similar 
to instant-messaging, offering the app through a browser 
may work. Or do you need a native app with a particularly 
good experience?”

Question: If you had £10 million to invest in an app 
business other than your own, where would you spend 
it?

Mark said he would invest in location-based services. The 
release of government data was one example of why this 
will be significant: the potential for ultra-local communities 
to develop their own online services is huge.

Ilja would invest in mobile billing. “The industry is dying to 
have [better] mobile billing – but to solve this you’d need 
more money than £10 million.”

Nigel, too, would back mobile billing – “or, for a fast return 
at the moment, social gaming, with businesses such as 

Zynga or Playfish coming soon on mobiles.”

Billy said he would invest his prospective £10 million on 
Ilja’s company.

 
 
 
 
 
 

Conclusions and issues for policy

a) Summary of the discussions

Apps are a high growth market with enormous commercial 
opportunities for players located across the value chain – 
from developers who are able to exercise their creativity 
in new ways, and deliver it to users cheaply, to content 
providers who are exploring new ways to reach and 
monetise audiences.

This is all linked to the emergence of the smartphone as 
the new personal access point to the internet. As Android’s 
product manager Erick Tseng has pointed out previously: 
“That mobile device is never more than a metre or two 
away from my body, even when I’m a sleep. It knows all 
my friends through contacts applications; it knows where 
I am because it’s got a GPS chip; what I’m doing, as I’ve 
got my calendar stored on it; and it’s got all this contextual 
knowledge about me. That’s very powerful. A business 
that’s looking to engage their customers, that’s looking to 
deliver a much more personal, mobile experience, will have 
to think about building a mobile application.”

However, the market is changing fast. It remains unclear 
how mainstream smartphone adoption will change the 
market balance between the various app storefronts. While 
there is much praise for Apple’s leadership in building the 
market, the lack of transparency of some of its practices 
is a cause of concern among some developers. The lack of 
commonly agreed standards makes it very expensive for 
developers to distribute their apps through the increasing 
number of storefronts.

The UK is in an excellent position to lead in the app 
economy. The creativity of technology and design hubs 
such as east London’s ‘Silicon Roundabout’ underpins 
the emergence of a ‘cottage industry’ that has already 
produced a stream of globally successful apps.

Policy may have a role to play in addressing some of the 
barriers that have been identified – and also in helping to 
harness its opportunities. Finding the best way to do this 
in such a fast-moving market will be the crucial challenge.
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b) Policy Issues

Provision of public services
Apps could be potentially adopted by the public sector, 
both internally – in order to increase productivity in the 
same way as some private businesses do – and perhaps 
more crucially, in order to deliver public services ‘straight 
into people’s handsets’. 

If smartphones and apps become consumers’ preferred 
means of accessing the internet, they might expect to 
be able to renew their driving licence, or pay council tax, 
via their phones. Smart public procurement can support 
the development of innovative apps that create social 
value. Are central and local government ready to reach 
citizens through mobile apps? The case of the MyMP 
app presented in the Box below illustrates how apps can 
be used in innovative ways to improve communication 
between voters and their elected representatives.

Universal access 
Digital inclusion policies have focussed on the PC or 
laptops as the main point of access to the internet. But 
as this note has shown, such access is increasingly taking 
place through mobile phones. The mobile internet does 
indeed remove some of the traditional barriers to digital 
inclusion (such as the need to own a PC and a broadband 
connection). Touch-screen interfaces in smartphones can 
also help to address usability issues. 

This does however raise new questions: if smartphones and 
apps are going to act as a gateway for digital inclusion, how 
will the government ensure that there is comprehensive 
and reliable national coverage, and at an affordable price 
to consumers?

Healthcare
There are currently at least 2,000 health-related apps 
– from WaveSense’s Diabetes Manager (which helps 
diabetics to track their glucose results, carbohydrate intake 
and insulin doses) to Fertilityfriend (which optimises 
pregnancy chances). 

As these apps become more widely available through 
smartphones, health service providers can save money 

by empowering patients to monitor their own health, and 
contact their doctor only when the data indicates that this 
is necessary. Are there any plans to integrate these apps 
into public health service delivery?

Privacy
Services such as Latitude and Foursquare encourage 
the disclosure of location-based information as well as 
personal identifiers. Is this data safe in the hands of private 
companies? Should there be greater regulation of the data 
that smartphones are encouraging consumers to share? 

Is the existing network infrastructure ready for a 
mass app economy?
It is unclear whether the current UK telecommunications 
infrastructure will be able to meet increasing consumer and 
business demand driven by rising smartphone penetration 
and data-intensive app usage. How can policymakers 
encourage investments to increase wireless capacity, and 
within what timescale?

Networking and information sharing
In the current situation of uncertainty about what business 
and distribution models work, it is crucial to ensure that 
small companies have all the relevant information to 
design effective innovation strategies. 

National and local bodies have a role to play in providing 
small app developers with networking opportunities 
to share knowledge, and identify potential partners to 
collaborate in new projects.

Supporting the future leaders of the app economy
Small and highly innovative app developers usually lack the 
scale to diversify their portfolio of projects, reduce their 
risk profile, and attract investors. Policy can play a role in 
supporting their growth through strategic investments. 

The investor views reflected in this note have shown that 
app storefronts and service providers who do not rely on the 
success of individual apps are in a particularly good position 
to reap the benefits from the growth of the app economy. 
However, there are few such platforms and service providers 
based in the UK – this is a future growth area that might 
deserve strategic support from the relevant bodies.

NESTA research shows that the public have an appetite for better online engagement with politics. A recent survey of 
2,550 people showed that 40 per cent of people would like more opportunities to interact online with politicians and 
political parties, rising to 60 per cent for 18-24 year olds.

MyMP, an app developed by Public Zone and NESTA, exemplifies how apps can help to achieve this. Constituents 
can use MyMP to give views on local issues directly to their MPs, keep informed about their activities, and stay up to 
date with local news. After a successful trial of the app with Derek Wyatt MP in January of this year all MP’s are being 
encouraged to sign up. MyMP has received cross-party support from new MPs elected in the May 2010 election.

MyMP: Your MP at the touch of a button


