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EXECUTIVE SUMMARY

The global e-commerce industry has seen remarkable growth, with South Africa (SA) emerging as a
key player. However, the dominance of local companies in SA's e-commerce market has led to
monopolistic practices and limited competition, particularly from international players. This study aims
to address this gap by comprehensively analysing the factors influencing international interest in the SA
e-commerce market and recommending strategies for attracting and preparing for foreign entrants. This

capitalisation on opportunities is crucial for sustainable growth and economic development.

Data for the analysis was sourced from secondary sources including reports, publications, and datasets
from authoritative bodies such as the Competition Commission, Statistics SA, the Department of Trade,
Industry, and Competition, and the National Consumer Commission, along with market research from
Euromonitor, Market Research Foundation and Payfast by Network State of Pay reports. The study
applies quantitative analysis to assess market trends, competition, regulatory factors, technological
infrastructure, and consumer behaviour in SA’s e-commerce sector. While this approach offers valuable
insights into international market entry considerations, it is susceptible to the dynamic nature of the e-

commerce market.

SA’s B2C e-commerce market presents significant opportunities for foreign entrants, driven by rising
digital adoption, an expanding middle class, and growing consumer trust in online shopping. However,
barriers such as logistics inefficiencies, regulatory complexities, and market fragmentation limit
seamless international expansion. While dominant local players like Takealot and Checkers have set
high service benchmarks, the market remains fragmented, allowing space for international competitors
to establish a foothold before full market maturation. The success of Shein and Temu, leveraging
competitive pricing and digital engagement, demonstrates SA consumers’ openness to global brands

and signals a favourable market for international investment.

Despite these opportunities, SA is only partially prepared for large-scale foreign entry due to gaps in
logistics, payment systems, and regulatory clarity. Targeted investments in infrastructure, simplified
cross-border trade policies, and incentives such as SEZ tax benefits can enhance SA’s appeal to global
players. Additionally, standardising digital payment systems, promoting omnichannel retail strategies,

and fostering consumer trust will strengthen local market resilience.

Keywords: E-commerce, Market dynamics, Internationalisation, Strategy, Multinational Corporations,

Secondary data, Quantitative analysis

Page 3 of 61 %



CONTENTS

DECLARATION ...ttt st h e e e R e e e et e s Re e e s b e e e b e e e nn e e nmeeanne e neeenne e 2
ACKNOWLEDGEMENTS ...ttt e e e e neeene e 2
EXECUTIVE SUMMARY ..ttt n e neenneas 3
(OO N IV I PRSPPSO 4
LIST OF FIGURES ...ttt e e st e n e e e n e e e e ne e 7
LIST OF TABLES. ...ttt ettt h et e e bt e et e e sbe e e m b e e ebe e e nbeenaeesnbeeabeeanneeas 7
GLOS S ARY ittt h bR b e Rt e E e e R e e b e e R et e bt e eRR e b e e eRe et e e nnneebeeanen 8
1 CHAPTER 1: INTRODUCTION ...ttt sttt sttt nne e nnees 9
1.1 Background Of the STUAY .........ooiiiiiicee e 9
1.2 CONEEXE OF the STUAY ..o e 9
1.3 ProbIem STATEMENT.........ciiiieeie bbb 10
1.4 RESEAICN ODJECLIVES ... ittt et e e e sbe e re e e s raenee s 10
1.5 RESEAICH QUESTIONS.......iiicciecie ettt et e st e et e e e sreeeeeneenraenee s 10
1.6 Rationale 0f the STUAY ........oooiiei e e 11
1.7 Delimitations 0f the STUAY ..........coiiiiic e 11
1.8  ASSUMPLIONS OF the STUAY .......coveeeiieceee e e 11
1.9 SErUCLUrE OF the STUAY .......eeeeceeece e 12

2 CHAPTER 2: LITERATURE REVIEW .....ooo e 13
2.1 E-COMMEICE IN SA ..ot b bttt bbbt ene s 13
2.2 SA MAKET AYNAMICS ...ttt bbbt aneas 13
2.3 INternationaliSation thEOTIES...........ciiiiiiiieee e 15
2.4 Competitive TOrces and SIFAEGIES .......coueiviiiiiiiiesi e 15
24.1 TimINg: First MOVEr VS LAIECOMET ......cviiiiiiiiriiiiieiieie et 15
2.4.2 Entry modes: Partnership vs. OWNErSNIP........cccoiiiiiiiiiiee e 16
2.4.3 Adaptation of business strategy to local markets............ccocooviiiniiiiii s 16

2.5 Economic drivers and impacts of e-commerce growth in SA ..., 16
25.1 Foreign Direct INVESTMENT (FDI) ...oovieiiieiiiccic et 17

Page 4 of 61 %



2.5.2 Implications of increased competition for existing players..........ccccoeevvevviieiieeieennn 17

2.6 Conceptual FraMEWOTK..........coveiiee et e e sre e e areenee s 17
3 CHAPTER 3: RESEARCH METHODOLOGY ....oootiiiiiiiieiieeiee ettt 19
3.1 INEFOAUCTION ... bbbttt b bbb 19
3.2 RESEAICN UESIGN ...ttt bbbttt e bbb b ene i 19
3.3 Data COIECtiON MELNOGS. ..o 19
3.4 RESEAICN INSTIUMENT......cuiiiieeec bbb 19
3.5 Data analysis strategies and INterpretation.............ooveeeeieieneien e 20
3.6 LIMIEALIONS ..t bbb bbbt bbb 20
3.7 QUAITLY ASSUIAINCE .....veveeveeeieeteeste et e ste et e te e e sae e teeseesteesteessesbeesseessesbaesseaneesbeesseeneennaeneeas 20
3.7.1 External validity (or transferability) .........ccccoveiiiii i 20
3.7.2 Internal validity (Or Credibility) ........coooiiiiee e 20
3.7.3 Reliability (or dependability)...........cccoiiiiiiiiiice e 20
3.8 Ethical CONSIAEIAtIONS .........c.oiiiieiecc s 20
4  CHAPTER 4: RESULTS AND DISCUSSION.......cooiiiiiieiiiiiie et 21
4.1 Market structure and COMPETITION .........ooviiviieiiiiri e 21
411 DOomiNaNnt PIAYEIS TN SA ... .ot 21
4.1.2 Dominance and Market MAaLUITY ...........ooeiiriiiririeeee e 23
4.1.3 Entry of international giants............cocoiiiiiii e 24
4.1.4 Adaptation of brick-and-mortar retailers ... 28
4.1.5 Competitive TOrces and SITAEGIES .......cc.erviiiriiieieiee e 28
4.1.6 Trend projections and market PENELration ...........cccoveierereienenere e 30
4.2 Regulatory environment and market liberalisation.............cccccooveiiiiicic e, 32
4.2.1 Electronic transaction reguUIAtioNS...........cocvieiiiiii i 32
4.2.2 (@01 g 151U ] 1T g o] (0 (=101 o] o TSSOSO 32
4.2.3 Trade MArkets and tAXES. .......ceiiiiiieie e 32
4.3 TechnOlogy INFraStIUCTIUIE ... e 34
43.1 INternet PENELIAtiON FALES.........cciiieiie ettt 34

Page 5 of 61 %



4.3.2 Mobile subscriptions and smartphone OWNership.........cccocvevvereiienieeie e 34

4.3.3 Adoption rates of e-paymMent SYSIEMS ........ecvveiieiieere e 34
4.3.4 Import inefficiencies and last mile deliVEry..........ccooeiiiiiiiii e 35

4.4  Consumer behaviour and segmented demographic trends...........c.ccovvviinieienenc s 36
44.1 Purchase frequencies and integration into daily life ... 36
4.4.2 Spending habits and INCOME dYNAMICS ...........coviiiiiiiieie e 36
443 CONNECTEA SEIALEQY ...ttt bbbttt b e 37

5 CHAPTER 5: CONCLUSION AND RECOMMENDATIONS ......ooiiiiiieieee e 40
5.1 Key InsSights and CONCIUSIONS...........cuiiiiiiiieie e 40
5.2 Recommended strategies to attract foreign entrants and mitigate risks..........c.ccceevvvveeeennnns 43
REFERENGES ... oottt b ettt e s b e e bt et e e e et e nbe e e b e e b e e et e e nnne e 44
Appendix A: Theoretical FramEWOIK ..........ccociiiiiiic i 51
Appendix B.1: Detailed Research INStUMENT ............coovoiiiiiiieie e 52
Appendix B.2: Secondary Data Sources, Analysis Strategies and Interpretation............c.c.ccccceevvevvenee. 53
Appendix B.3: Secondary Data Validation.............cccciviiiiiiiecie et 55
Appendix C: SA e-commerce landscape dominating PlaYers..........cccooeveriniiininieiee s 56
Appendix D: Secondary data collection analysis of Stitch MONEY...........c.ccocviriiiiieieien e 58
Appendix E: Amazon’s market entry strategy and global e-commerce trends ...........ccocevererenvrinnn. 59

Page 6 of 61 %



LIST OF FIGURES

Figure 1: Structure OF the STUAY ......ccviiiiieece et re e sre e 12
Figure 2: Conceptual framework of the StUY ..........cceiiiiiie e 18
Figure 3: SA e-commerce landscape showing dominant players ... 22
Figure 4: Mature e-commerce markets typically dominated by two strong generalist players............. 23
Figure 5: Top e-commerce clothing retailers by Category .........ccoovovviieiiieie i 25
Figure 6: Shein growing total fashion traffiC............ccoveiiiii i 26
Figure 7: Temu site visits increased largely due to their marketing blitz ............cccooeiiiiiiiiiie 27
Figure 8: Estimated -commerce Penetration Rate in SA (2018 — 2029).........ccocveiiiieiienienie e 31
Figure 9: Most popular payment methods offered at onling StOres ...........cccevevvereiiesiese e 35
Figure 10: How much do South African consumers spend ONliNE? ..........cccceveiveveiiieseese e 37
Figure 11: M0St COMMON CONSUMET JOUIMIBY .....cuvevetetetintentesseeseeseessestessessesbessessesseeseessessessessessessesseans 38
Figure 12: Most common reasons for choosing one online retailer over another .............cccccocvvvnenene 38
Figure 13: South African consumers preferred online payment methods ............ccceeveveeie i cecce e, 39
Figure 14: SA e-commerce landscape showing dominant players (extended) ..........ccccoevviveivevieennenn, 56
Figure 15: Demographic and income distribution of SA Online ShOPPErsS .......cccvvveiereieieiiiesei 58
Figure 16: Amazon used its time-tested playbook to launch in South Africa.........cccocevviiiiiiiinnnnne 59
Figure 17: Amazon's success entering €-CoOmmerce MarketS..........cccoovvevveieiieeiieresie e 60
LIST OF TABLES

Table 1: Delimitations Of the StUAY ..........coiiiiii e 11
Table 2: Market dynamics key factor analysis of the SA e-commerce SECtor...........cccevevvevesiiesnennnns 14
Table 3: Key internationaliSation thEOTIES ..........ccuiiiiiiiii s 15
Table 4: RESEAICH INSIIUMENT.........oiiiie ettt bt sreereenes 19
Table 5: Mature e-commerce dominant players market analysis ...........ccccvvveveiieiieie e 24
Table 6: Competitive strategies of past international eNtrantS...........ccocvveeiiieieniesiese e 29
Table 7: Reactive strategies of 10Cal COMPETLITOIS .........ccoiiiiiiiiiiiieee s 29
Table 8: Summary of SA's readiness for foreign entrants based on the research.............ccccceeveiieenns 41

Page 7 of 61 %



GLOSSARY

Term Description

3P Third party

4G/5G Fourth generation/Fifth generation

AfCFTA African Continental Free Trade Area

B2C Business-to-Consumer

BCG Boston Consulting Group

CAGR Compound Annual Growth Rate

CPA Consumer Protection Act

DTIC Department of Trade, Industry and Competition
E-commerce Electronic commerce

ECTA Electronic Communications and Transactions Act
EFT Electronic Funds Transfer

FBA Fulfilment By Amazon

FDI Foreign Direct Investment

GDP Gross Domestic Product

GHS General Household Survey

ICASA Independent Communications Authority of South Africa
ICT Information Communication Technology

ITU International Telecommunication Union

NCC National Consumer Commission

NPA National Ports Authority

NPS Net Performance Scores

OECD Organisation for Economic Co-operation and Development
oLl Ownership, Location and Internalisation

PASA Payments Association of South Africa

POPIA Protection of Personal Information Act

RO Research Objective

RQ Research Question

SA South Africa

SARB South African Reserve Bank

SARS South African Revenue Service

SEZs Special Economic Zones

SKU Stock Keeping Unit

SMS Short Messaging Service

Stats SA Statistics South Africa

UAE United Arab Emirates

uUshD United States Dollar

VAT Value Added Tax

ZAR South African Rand

Page 8 of 61




1 CHAPTER 1: INTRODUCTION

1.1 Background of the study

The global e-commerce industry has experienced unprecedented growth, driven by digital technologies
and widespread internet access — reshaping traditional retail paradigms, transcending geographical
borders, and fostering new economic opportunities to become a cornerstone of the modern economy. In
Africa, South Africa (SA) emerges as a frontrunner in e-commerce adoption, boasting robust digital
infrastructure and a growing middle class (Mthembu, Kunene, & Mbhele, 2018). Digital transactions in
SA have surged past traditional brick-and-mortar retail channels; PayFast's digital payment volumes
saw a remarkable 101% growth during the COVID-19 pandemic, followed by impressive rates of 36%
in 2021 and 20% in 2022 (Hartzenberg, 2022).

Against this backdrop, it is imperative for companies seeking sustainable growth and competitive
advantages to understand the market dynamics shaping the e-commerce sector’s trajectory, including
drivers of market growth, the competitive landscape, and strategic opportunities and challenges. The
existing literature primarily highlights general market dynamics and competitive factors but lacks an in-
depth analysis specifically addressing the strategic approaches and unique factors that make or could

make the SA e-commerce market appealing to international companies.

This research gap presents an opportunity to gain a comprehensive understanding of the distinct factors
influencing international interest in the SA e-commerce market, such as the regulatory environment,
consumer behaviour trends and market positioning strategies, and to develop targeted strategies for

enhancing competitiveness and market growth in this context.

1.2 Context of the study
There are three main mechanisms for growth in the e-commerce space: new startups, established local

businesses venturing into e-commerce, and established international businesses entering the market.

Academics such as Thakoor (2020) and Naape (2023) argue that even before the pandemic, the SA
economy suffered from poor growth, stagnant investment and a shrinking tradable sector; the pandemic
worsened these economic and social woes. Growth-boosting reforms are critical for economic recovery
and social inclusion (Thakoor, 2020), but new startups and local businesses entering the e-commerce
space are insufficient to provide the necessary boost. ‘Established international businesses entering the

market’ remains an untapped source of value for the SA e-commerce market and economy.

Economic analysts highlight the critical role of e-commerce in driving economic activity and fostering
a digitally inclusive environment (SA Government , 2023). Growth and competitiveness in this sector
could have an impact on SA’s economic growth, Foreign Direct Investment (FDI) and the overall

dynamism of SA’s business landscape. Evidence suggests that unlocking the full potential of the SA
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Business-to-Consumer (B2C) e-commerce sector requires a comprehensive understanding of the market
dynamics and implications of global players in the sector (Department of Communications of South
Africa, 2010).

SA’s importance derives from its role as a strategic hub for international and multinational corporations
aiming to establish a presence in the African market; the SA context can therefore shape broader
strategies for entering the continent. Finally, the impact of the entry of global giants like Amazon on
SA market dynamics will be explored as it is vital to the growth of this sector to understand the

implications and evaluate the adaptability of local players.

1.3 Problem statement

The SA B2C e-commerce sector has grown significantly, reflecting a shift towards online shopping
(Mthembu, Kunene, & Mbhele, 2018). Domination by a few local companies leads to monopolistic
practices, limited choice for consumers, and a hostile environment for new local entrants. The only
remaining significant source of competition is established international companies, yet their entry and
expansion remain limited. This suggests underlying challenges linked to market structure, regulatory
constraints, technology infrastructure, and evolving consumer behaviour. While SA offers potential as
an emerging digital economy, international firms face uncertainties around competition dynamics, trade
barriers, and localisation requirements. There is a need to identify how these mediating and independent
factors influence foreign entry decisions, to better understand what facilitates or hinders

internationalisation into SA’s B2C e-commerce space.

1.4 Research objectives

Through a comprehensive exploration, the research objectives are to:

i. Analyse the SA e-commerce market dynamics and identify key factors influencing its
attractiveness to international competitors.
ii.  Identify the key factors considered by companies during internationalisation to identify gaps that
could hinder the entry and expansion of international competitors.
iii.  Evaluate SA's readiness for foreign entrants into the B2C e-commerce markets.
iv.  Recommend strategies to attract and prepare for the entry of foreign companies effectively, and

to mitigate the risks associated therewith.

1.5 Research questions

These objectives establish the following research questions:

i.  What are the market dynamics and key factors shaping the SA e-commerce market that influence

its attractiveness to international competitors?
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ii.  What key factors do companies consider during internationalisation, and are there structural gaps
in the SA market that hinder their entry and expansion?
iii.  Is SA prepared for foreign entrants in the B2C e-commerce market?

iv.  What strategies would attract their entry, and how can SA prepare and mitigate any risks?

1.6 Rationale of the study

This research is crucial for SA’s e-commerce sector and economy because:

o It will develop targeted strategies for sustainable market growth.

e The increased presence of foreign companies will attract FDI, signalling confidence in the local
business climate.

e Multinational entrance to SA influences strategies for entering the wider African market.

e The arrival of global e-commerce giants like Amazon in early 2024 emphasises the urgency of

understanding the market dynamics involved and adequate preparation.

1.7 Delimitations of the study

Certain delimitations are necessary to maintain focus and relevance as shown in Table 1:

Table 1: Delimitations of the study

Focus Analysis
Time frame Historical data up to the knowledge cutoff date of September 2024.
Sectoral focus Focus on the B2C segment of the e-commerce market in SA.

Company specificity | The analysis of competitive forces is limited to major industry stakeholders.

The study may evaluate regulatory impacts on the SA e-commerce market but won't extensively
cover legal issues beyond market dynamics and competitiveness. Detailed legal analysis or
policy recommendations will be outside the scope of the study.

The study will not cover non-e-commerce technological infrastructure issues like
telecommunications or energy infrastructure.

External economic Economic factors such as exchange rates, inflation, or geopolitical events may influence the e-
factors commerce market but will not be the primary focus of the study.

Regulatory
environment

SA’s infrastructure

1.8 Assumptions of the study

The assumptions of this study are:

i.  Data sources used for the study, such as industry reports, financial statements, and government
statistics, are accurate, reliable, and representative of the SA e-commerce market.
ii. The e-commerce market in SA is characterised by competition among both local and
international players.
iii. A certain level of regulatory stability exists within the SA e-commerce sector, with regulations

conducive to market growth and competition.
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iv. A generic foreign e-commerce company serves as a model to assess common considerations for

entering the market according to internationalisation frameworks.

1.9 Structure of the study

This structure of this study is show in Figure 1 below:

Chapter 1: Introduction
Background of the study
Context of the study

Problem statement

Research objectives

Research questions

Rationale of the study
Delimitations of the study
Assumptions of the study

Chapter 2: Literature Review Chapter 4: Results and Discussion Chapter 5: Conclusion and
Theoretical Frameworks Analysis of: Recommendations
SA market dynamics Market structure and competition Key insights and conclusions
Internationalisation theories Regulatory environment and market Recommended strategies to attract foreign
Competitive forces and strategies liberalisation | entrants and mitigate risks
E-commerce drivers and impacts of e- Technology infrastructure >
commerce growth in SA Consumer behaviour and segmented
Conceptual framework demographic tends

Chapter 3: Research Methodology

Introduction

Research design

Research instruments

Data analysis strategies

Limitations

Quality assurance
External validity
Internal validity
Reliability

Ethical clearance

Figure 1: Structure of the study

For a detailed Theoretical Framework see Appendix A: Theoretical Framework. For a detailed research

instrument analysis see Appendix B.1: Detailed Research Instrument.
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2 CHAPTER 2: LITERATURE REVIEW

This literature review examines the theoretical frameworks of market dynamics, internationalisation,
competitive forces, and drivers and impacts of growth in SA’s B2C e-commerce industry. See Appendix

A: Theoretical Framework.

2.1 E-commerce in SA

E-commerce, shorthand for electronic commerce, is the trade of goods and services over the internet
(Moodley, 2014). Pereira, Dias and Lopes (2021) explain that widespread adoption of secure digital and
online payment systems have bolstered trust in e-commerce and advanced cross-border commerce.
Pereira et al. (2021), Ndonga (2012) and Mthembu et al. (2018) agree that the e-commerce
characteristics of accessibility, scalability and global reach make it uniquely conducive for international

competitors to capitalise on opportunities to expand their presence, capturing new markets worldwide.

E-commerce in SA has witnessed significant growth (International Trade Administration, 2024), driven
by factors such as increasing internet penetration and smartphone adoption. Government reports like
the SA E-Commerce Report (2024) and Green Paper on E-Commerce in SA (2010), emphasise its role
in economic development and job creation and indicate that SA consumers are increasingly open to
international online retail, presenting both opportunities and challenges. The National Development
Plan 2030 (2023) identifies e-commerce as a key enabler of inclusive economic growth and emphasises

the need for favourable policies and infrastructure.

2.2 SA market dynamics

Market dynamics are the factors influencing a market’s behaviour and performance (Corporate Finance
Institute, 2024), including market structure, competition, consumer behaviour and government
regulations (Department of Communications of South Africa, 2010). Understanding market dynamics
is crucial for business and investors to make informed decisions, identify opportunities, and mitigate
risks. The dynamics in Table 2 selected based on their proven impact in internationalisation literature,
their relevance to strategic market entry decisions, and their alignment with the challenges and
opportunities currently facing SA’s digital economy:
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Table 2: Market dynamics key factor analysis of the SA e-commerce sector

Market dynamics Analysis of the SA e-commerce sector

Market structure refers to how different industries are classified and differentiated by
competition for goods and services (Corporate Finance Institute, 2024). Ebrahim (2016) and
Thakoor (2020) identify the presence of dominant players and the nature of competition as major
influencers of market structure. The Department of Communications (2010) Green Paper on SA
e-commerce describes the market structure as a diverse mix of local and international players
across different segments. It is characterised by an oligopolistic structure, with a few dominating
retailers (The Competition Commission of SA, 2024) who dictate market trends and influence
consumer behaviour through extensive reach (Naape, 2023) and a wide range of products,
efficient logistics, strong brand recognition and marketing strategies (Mthembu, Kunene, &

Mbhele, 2018).

Market structure The following constitute SA’s e-commerce competition:

and competition e Dominant players: Large platforms like Takealot.com exert significant influence on the
market (The Competition Commission of SA, 2024). Takealot.com’s robust logistics
network and aggressive strategies have solidified its dominance.

e International giants: Global players like Ikea and Alibaba have not yet made significant
inroads into SA, with only limited satellite operations (Hartzenberg, 2022). Recent entrant
Shein has rapidly gained significant market share through competitive pricing (Statista,
2024).

e Brick-and-mortar retailers: Established retailers like Checkers, Woolworths, Pick ‘n Pay
and Clicks have launched online platforms to complement their physical stores and expand
their reach to digital consumers (Statista, 2024). This convergence of offline and online
retailing intensifies competition (Hartzenberg, 2022).

The regulatory environment shapes market dynamics and competition. Literature by Mthembu

et al. (2018) reveals that regulatory uncertainty, compliance costs, and legal complexities can

pose significant barriers to market entry and expansion. Recent regulatory reforms aimed at
promoting competition, the relaxation of trade barriers and the implementation of pro-business
policies have encouraged FDI and market entry (SA Government, 2023). Implementation of the

Protection of Personal Information Act (POPIA) and Consumer Protection Act (CPA) (SA

Government , 2023) mandates compliance for e-commerce platforms and instils consumer

confidence in online transactions.

Research by Ndonga (2012) suggests that investments in connectivity, digital literacy and e-

payment systems are essential for expanding access to online markets and promoting inclusive

economic development. A study by Kibuacha (2021) found that adequate telecommunications

Technology networks, reliable internet connectivity and secure online payment systems are pivotal for

Infrastructure facilitating online trade. The Centre of Competition, Regulation and Economic development

(Goga & Paelo, 2020) suggests that investments in technological infrastructure positively

correlate with increased e-commerce activity, driving market expansion and enhancing

competitiveness.

Hartzenberg (2022), Ebrahim (2016) and Ndonga (2012) argue that businesses must understand

consumer behaviour to tailor their strategies and offerings effectively. Hartzenberg (2022)

further explains that in SA, factors like income levels, urbanisation, and cultural preferences

influence e-commerce. Research by Mordor Intelligence (2024) identifies the growth of online

Regulatory
environment and
market liberalisation

Consumer shopping due to convenience, pricing and product range. Thakoor (2020) notes a shift in younger
behaviour and demographics towards international platforms, indicating an appeal beyond domestic options.
segmented The rapid success of Shein reflect SA consumers’ openness to alternatives, driven by product

demographic trends | availability and perceived value (Naape, 2023). Understanding consumer preferences and
behaviour is critical for anticipating demand. Research by Warden and Motjolopane (2014)
emphasises convenience, affordability, and trust as crucial for SA’s online consumers. Firms
must address product quality, delivery reliability and after-sales support to gain a competitive
edge.
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2.3 Internationalisation theories

Internationalisation involves expanding a company's operations beyond its domestic borders into
international markets (Fasanya, Ingham, & Read, 2022). Sanam (2012), Ebrahim (2016) and Van
Dongen (2015) explain that entry into emerging markets like SA is crucial for market growth, revenue
diversification, access to valuable resources, competitive advantage through early entry, higher profit
potential and the opportunity for African and later global expansion. Hartzenberg (2022) suggests that
online internationalisation! is an important factor in the SA e-commerce market's attractiveness to

international competitors.

Various theories have been developed to explain internationalisation through frameworks for
understanding the motivations, strategies (Pereira, Dias, & Lopes, 2021) and challenges encountered by

companies as they expand into foreign markets (Ebrahim, 2016). Table 3 discusses two theories:

Table 3: Key internationalisation theories

Theories Analysis

The eclectic paradigm, proposed by Dunning (1988) highlights the importance of Ownership,
Location, and Internalisation (OLI) advantages. Mucheka’s (2020) analysis explains that this
framework considers the interplay between firm-specific advantages, market attractiveness and
location-specific factors in shaping internationalisation decisions, depending upon the motives
driving each enterprise's expansion strategy. Mucheka (2020) and Ebrahim (2016) illustrate that
international competitors possessing proprietary technologies, managerial expertise, or brand
reputation (ownership advantages) that can be leveraged effectively may choose to enter the
market through FDI. SA's strategic location (Ebrahim, 2016), growing consumer base, and
improving infrastructure may offer locational advantages to international competitors seeking
to expand.
The Uppsala Model is a framework for internationalisation which emphasises its incremental
and experiential nature whereby firms gradually increase their commitment to foreign markets
over time as they accumulate knowledge and experience (Johanson & Vahlne, 1977). Ebrahim
(2016) and Mucheka (2020) observed the sequence of market exploration, presence
Uppsala model establishment and expansion. Firms may initially enter a market through low-risk modes such
as export and online sales platforms (Mucheka, 2020), testing the waters and gaining insights
into local preferences and market dynamics (Ebrahim, 2016). As firms accumulate experience
and confidence, they may expand their operations through partnerships, alliances or direct
investment (Johanson & Vahlne, 1977).

Eclectic paradigm

2.4 Competitive forces and strategies
Competitor entry and expansion involves critical choices regarding entry modes and timing, which are

influenced by market conditions (Ndonga, 2012), competitive dynamics, and organisational capabilities.

2.4.1 Timing: First mover vs Latecomer
Research by Fasanya et al. (2022) examines the importance of timing in capturing market opportunities

and mitigating risks; early movers enjoy advantages like brand recognition, customer loyalty and market

! Online internationalisation refers to the conduct of business transactions across national boundaries in the virtual domain.
This approach allows businesses to reach a global audience, overcome geographical limitations, and tap into diverse markets
without the need for physical presence in each location.
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share dominance but face higher risks and uncertainties; latecomers benefit from lower entry costs (Van
Dongen, 2015), reduced uncertainty, and the opportunity to learn from the experiences of early movers
(Fasanya, Ingham, & Read, 2022), but face challenges in catching up and capturing market share.

2.4.2 Entry modes: Partnership vs. Ownership

Research by Ebrahim (2016) and Fasanya et al. (2022) provides insights into the choice between
partnership and ownership as entry modes for international competitors. They suggest that strategic
alliances offer advantages such as risk sharing (Ebrahim, 2016), local market knowledge, and access to
distribution networks (Fasanya, Ingham, & Read, 2022), making them attractive options for entry into
unfamiliar emerging markets like SA. However, ownership provides greater control and autonomy,
allowing firms to implement their strategies more effectively. Warden and Motjolopane (2014) and
Mthembu et al. (2018) analyse this choice to show that it depends on factors such as market complexity,

regulatory environment and long-term strategic goals.

2.4.3 Adaptation of business strategy to local markets

Locally tailored strategies better address consumer preferences, regulatory frameworks and socio-
economic conditions (Van Dongen, 2015). Through empirical studies and theoretical frameworks,
scholars like Sanam (2012), Moodley (2014), and Ndonga (2012) have extensively discussed the
significance of adaptation in gaining competitive advantage in emerging markets. While some argue for
a standardised approach to achieve economies of scale, others emphasise localisation to foster

differentiation and responsiveness to local needs.

However, a nuanced understanding is required to strike a balance between standardisation and
adaptation, as over-adaptation may lead to inefficiencies and dilution of global brand identity (Sanam,
2012), while excessive standardisation may overlook critical market-specific factors. Therefore, a
strategic blend of global integration and local responsiveness, as proposed by Pereira, Dias, & Lopes
(2021) in their seminal work on internationalisation, is deemed essential to thrive in diverse and

dynamic emerging markets like SA.

2.5 Economic drivers and impacts of e-commerce growth in SA

Research by Warden and Motjolopane (2014) suggests that international competitors could contribute
to job creation and skills development, driving economic activity and productivity gains. They stimulate
consumer spending, improve logistics infrastructure, and enhance connectivity (Ndonga, 2012). A
critical literature analysis by Mthembu, Kunene and Mbhele (2018) recommends that firms consider the
socio-economic implications and engage in responsible business practices to maximise positive

outcomes for local communities.
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Ndonga (2012) suggests that e-commerce platforms offer convenience, choice, and competitive prices,
which increase consumer spending and market expansion. Infrastructure investments improve
efficiencies and reduce costs, benefiting both businesses and consumers. Enhanced connectivity through
digital and mobile platforms facilitates access to markets, information, and financial services (Warden
& Motjolopane, 2014), empowering individuals and businesses to participate effectively in the

economy.

2.5.1 Foreign Direct Investment (FDI)

The growth of the e-commerce sector has implications for FDI (Corporate Finance Institute, 2024).
Research by Pereira, Dias, and Lopes (2021) and Ndonga (2012) suggests that FDI inflows contribute
to capital formation, infrastructure development, and technology diffusion, enhancing the country's
competitiveness and long-term growth prospects. However, a critical analysis cautioned against
interpreting FDI inflows as a measure of economic development. While FDI brings benefits, it may also
cause dependency on foreign capital and undermine domestic industries. Competitors must strike a
balance between promoting FDI and safeguarding national interests to ensure sustainable and inclusive

growth (Department of Communications of South Africa, 2010).

2.5.2 Implications of increased competition for existing players

Research by Sanam (2012) observes that while multinational entry can stimulate efficiency and
consumer choice, it may also squeeze profit margins and force smaller players out of the market. Local
businesses must develop strategies for survival and growth by adapting to changing market conditions,
leveraging their strengths (Mthembu, Kunene, & Mbhele, 2018), identifying niche opportunities, and

differentiating themselves (Sanam, 2012).

Research suggests that diversification, and digital transformation are key to staying competitive
(Warden & Motjolopane, 2014). Successful firms build brand loyalty, enhance customer experiences,
and optimise operational efficiency to sustain long-term growth (Hartzenberg, 2022) and may partner

with other businesses, technology providers, and industry associations (Ndonga, 2012).

2.6 Conceptual framework

The research focuses primarily on the market dynamics of SA's B2C e-commerce sector with a brief
inclusion of internationalisation theory which aims to highlight any gaps in the market dynamics
analysis. This quasi-external perspective better prepares SA to attract international companies by
aligning with their potential needs. The research will further evaluate SA's readiness for foreign entrants
and suggest strategies to prepare for their entry effectively. Figure 2 is the conceptual framework of this

study.
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The rate of new international competitors entering SA’s B2C e-commerce market (dependent variable)
is influenced by five independent variables: market structure and competition, regulatory environment,
technology infrastructure, consumer behaviour, and internationalisation considerations. Each of these
is shaped by underlying mediation factors, which provide context-specific insights into how these
broader categories operate in practice: market structure is shaped by competition levels and entry
modes; regulatory environment is influenced by trade barriers, lobbying potential, and consumer
protection legislation; technology infrastructure depends on digital access and logistics; consumer
behaviour is guided by preferences for price, convenience, and trust; and internationalisation is informed
by market familiarity, saturation, and growth potential. Together, these relationships explain how
structural, regulatory, technological, and behavioural elements either encourage or deter foreign e-
commerce players from entering the SA market—addressing the research problem.

Mediation Factors Independent Variables Dependent Variable

Competition
Saturation, brand loyalty, anti-competitive practices

Timing and entry modes

; : : Market structure
First mover vs latecomer, partnerships vs. ownership

and competition

Y

Familiarity with market

Trade barriers and incentives
Tariffs and protectionism; tax incentives and favourable customs processes

Lobbying potential Regulatory environment

Consumer and employee protection legislation Rate of new international

competitors to the B2C e-
Technology proliferation commerce market in SA

Internet and smart device accessibility, e payment sy ust ‘
‘ Technology Infrastructure }—

Import and local logistics
Ports and local courier companies

Y

Consumer preference Consumer behaviour
Price, variety and convenience over quality and branding (potential business)

Y

Emerging market and future market expansion potential
African market

Escaping saturated market > Internationalisation

considerations

Niche/new offerings

Figure 2: Conceptual framework of the study
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3 CHAPTER 3: RESEARCH METHODOLOGY

3.1 Introduction

This chapter outlines the methodology for addressing the research objectives from Chapter 1 (See
Appendix A: Theoretical Framework for more information). It provides a comprehensive framework
for data collection, analysis, and interpretation to gain insights into the SA e-commerce sector's

dynamics and its readiness for international competition.

3.2 Research design

The research design adopts a quantitative approach to identify key growth enablers and barriers, offering
actionable insights for market entry and expansion strategies (Indeed, 2023). Comparative quantitative
analysis (Taylor, 2024) will evaluate critical market dynamics, including competition, market share
distribution and growth trends. Trend analysis such as internet and smartphone penetration rates and e-

payment adoption, will provide insights into technological infrastructure efficiency.

3.3 Data collection methods

Data will generally be collected from secondary sources, including reports, publications, and datasets
from authoritative sources such as the Competition Commission, Statistics SA (Stats SA), and other
relevant governmental and non-governmental organisations. These sources will provide valuable
insights into market dynamics, competitive forces, regulatory frameworks, and economic indicators
pertinent to the research objectives. A purposive sampling method will be used to select case studies
that include and possess relevant information and experience in the SA e-commerce sector. Sampling
criteria include industry expertise, organisational positioning, and geographic location to ensure
diversity and representation.

3.4 Research instrument
Table 4 describes the research tools which will be used to collect and analyse data. For a detailed
research instrument analysis see Appendix B.1: Detailed Research Instrument.

Table 4: Research instrument

Market dynamics Instruments and available secondary data

Market saturation: Herfindahl-Hirschman Index and Gini coefficient for SA,
trend analysis and industry specific reports by the Competition Commission.
Regulatory environment and market Analysis of publications by Department of Trade, Industry, and Competition

Market structure and competition

liberalisation (DTIC), and National Consumer Commission (NCC).
Analysis of data from SA Reserve Bank (SARB), Payments Association of
Technology infrastructure SA (PASA), Independent Communications Authority of SA (ICASA) and

surveys by Bloomberg, Nielsen and Ipsos.

Consumer behaviour and segmented Analysis of market research reports from Bloomberg, Euromonitor
demographic trends International, Nielsen, Deloitte and McKinsey.

Internationalisation considerations Cross case study analysis
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3.5 Data analysis strategies and interpretation

Various analytical techniques will be utilised to analyse the secondary data sources, including thematic
analysis to identify key themes, content analysis to explore textual data, quantitative analysis to examine
economic indicators and trends, and cross-case analysis to identify patterns and relationships within the

data. Appendix B.2: Secondary Data Sources, Analysis Strategies and Interpretation.

3.6 Limitations

Limitations include that may impact the depth and scope of the analysis are:

e Potential sampling bias,
e Reliance on and limits of secondary data sources, and

e Limited generalisability of findings beyond the study context.

Additionally, the dynamic nature of the e-commerce sector may pose challenges in capturing real-time
market dynamics and trends.

3.7 Quality assurance

Appendix B.3: Secondary Data Validation

3.7.1 External validity (or transferability)

To enhance external validity, research instruments will be selected from reputable sources closely
aligned with the specific context and capture a range of experiences and perspectives within the SA e-
commerce sector. This will enhance the transferability of the findings to similar contexts.

3.7.2 Internal validity (or credibility)
Triangulation of data sources such as cross-referencing information from multiple sources or comparing

findings with existing literature, will validate the accuracy and consistency of the data.

3.7.3 Reliability (or dependability)

A systematic approach to data analysis will be employed to enhance dependability, following predefined
theoretical and conceptual frameworks to ensure consistency in data interpretation. By adhering to
rigorous methodological standards and transparent reporting, the research aims to enhance the
dependability of the analysis and provide a reliable basis for drawing conclusions and making

inferences.

3.8 Ethical considerations

Full transparency regarding any conflicts of interest and adherence to ethical standards set by relevant
professional associations or regulatory bodies are imperative to maintain the credibility and
trustworthiness of the research outcomes. Other ethical considerations include ensuring data security,

respecting cultural sensitivities, and adhering to ethical guidelines set by Wits Business School.
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4 CHAPTER 4: RESULTS AND DISCUSSION

The SA B2C e-commerce market is growing rapidly, though still small compared to global markets. It
comprises approximately 6% of SA’s total retail sector (World Wide Worx, 2024)2. In 2023, online
retail in SA surged to ZAR 71 billion, marking a 29% increase from 2022. This upward trajectory is
expected to continue, with projections indicating that it will surpass the ZAR 100 billion mark by 2026
(World Wide Worx, 2024), potentially capturing up to 10% of SA’s total retail market (Nedbank, 2024).
This is driven by key market dynamics such as increasing internet penetration, growing consumer trust,

and a diverse mix of players in the market (Competition Commission SA, 2021).

This chapter presents the data collection and analysis of key market dynamics in the SA B2C e-
commerce market, with a focus on market structure and competition, regulatory frameworks,
technological infrastructure, consumer behaviour, and factors related to internationalisation.
Additionally, it explores how these elements shape the attractiveness of this space for international

entrance and expansion.

4.1 Market structure and competition

The Department of Communications Green Paper on SA E-Commerce (2010) describes the SA e-
commerce market structure as a diverse mix of local and international players across different segments.
It is characterised by an oligopolistic structure, with a few dominating retailers (The Competition
Commission of SA, 2024) dictating market trends, setting benchmarks for service levels and shaping
consumer expectations (Kindal, Handson, & NKkosi, 2021).

4.1.1 Dominant players in SA

A 2024 study by BCG (Kingombe, Wadher, & Vishakha, 2024)® shows that the SA e-commerce market
is dominated by the top four players — Takealot.com, Checkers, Woolworths and Superbalist —who hold
a combined approximately 50% market share, characterised by multi-category offerings and
marketplace models, including fashion (35%), electronics (25%) and groceries (20%), seen in Figure 3
below with more detail and a full analysis in Appendix C. According to this research, Takealot.com and

2 The 2024 report by World Wide Worx, titled, ‘Online Retail in SA 2024°, was developed in collaboration with Mastercard,
Peach Payments, and AskAfrica. Drawing on detailed sales data, transaction data, payment trends, market analysis, and
consumer surveys, the report provides a comprehensive view of SA’s e-commerce sector. It employed a multi-source
methodology, integrating sales data from e-commerce platforms with consumer behaviour insights and market reports for
contextual depth. This methodology provides a reliable foundation for understanding e-commerce’s growing contribution to
SA’s Gross Domestic Product (GDP) and its potential to drive broader economic transformation.

3 The 2024 study by BCG, titled ‘Foreign e-tailers are here! Is South African e-commerce ready?’, draws on data from the
Euromonitor Retail in SA dataset (extracted in April 2024). This dataset provides detailed insights into the retail landscape,
including market sizes, company shares, and growth forecasts across various retail channels. It utilises data from official
statistics, company reports, and in-country research, processed through advanced data science techniques for accuracy. This
rigorous methodology ensures reliable insights, supporting studies like BCG’s 2024 report on SA e-commerce readiness.
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Checkers are emerging as leading players, holding a combined market share of approximately 30%
(Kingombe, Wadher, & Vishakha, 2024):

Takealot.com operates as a marketplace and retailer, offering a wide range of products across
various categories. Its user-friendly interface and frequent promotions have cultivated strong
customer loyalty, making it a household name in e-commerce. Its acquisition of Mr Delivery
established a robust logistics network, supported by warehouses and courier partnerships,
ensuring timely deliveries, even in high-demand periods, meeting SA's demand for convenience.
Takealot.com’s growth accelerated after its 2015 merger with Naspers’ Kalahari.com,
leveraging scalability and early adoption of market-leading practices.

Checkers' Sixty60 platform, launched in 2019, has expanded beyond groceries, offering fast,
affordable delivery with in-store pricing and promotion integration (Rajgopaul, 2024). Increased
demand during the pandemic caused rapid growth (My Broadband, 2025), and by 2024, Sixty60
added 73 stores. Shoprite’s latest annual report (2024) revealed that with 80% of SA consumers
living within five kilometres of a Checkers store, the company has capitalised on its proximity
to customers, using its store footprint and in-store picking to efficiently cover last-mile delivery
(Shoprite, 2024). The introduction of ‘dark stores’ further enhances its capacity, reinforcing
Sixty60’s position as a cornerstone of Checkers’ digital strategy (My Broadband, 2025).

Approximate share of e-commerce market!
] -
I ooy
1 35% 25% 20% 13% 5% 2%
Player? E-comm Online Multi- 3P Market- | Fashion Electronics, Groceries | Home & Beauty and | Others (pet,
market only?? Category?* | place?® (apparel, toys and and Electronics | personal books, etc.)
share shoes, games Alcohol care
accessories)
Takealot.com | 15-20% o () ()
Checkers 12 - 15% . .
Woolworths 8-10% . . .
Superbalist.com 5-6% .
Amazon .
Shein 45 - 55% o ()
Temu & others . ‘ .

1. E-commerce Retail Sales Value (excl. tax) by category
2. Excluded brands with less than 1% market share

3. Brand is
4. Brand is
5. Brand is

online only if their branded goods are only available online
considered multi-category if they offer 2+ categories
amarketplace i.e. if it has 3" party sellers on platform

Source: Euromonitor Retail in South Africa dataset (extracted Apr 2024), Local companies reports, BCG Analysis

Figure 3: SA e-commerce landscape showing dominant players
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4.1.2 Dominance and market maturity

Mature e-commerce markets, valued over USD 50 billion, feature high consumer adoption, strong

digital infrastructure, and dominant generalist players with significant market share, reflecting a well-

established, competitive online retail landscape (Kingombe, Wadher, & Vishakha, 2024). Examples are

illustrated in Figure 4 below, and explained in Table 5:

Market % share retail e-commerce

Country value, $B  market, 2023 #1 player #2 player
B
N T
29
X 3
S £
s South
g8
S o
8
Australia | 42 19% Woolworths Wesfarme
zZ
3 Moo (38 2% Mercado Lt Liverpoo
j2)
<2
= =
=E
E’E Sweden 12 13% Komplett ICA
Ss
S5
08 south
Fopt 3 2 Amazon s
Approximate size of Approximate size of
ee-commerce market (mature) #  e-commerce market (developing) #1 player . #2 player

Figure 4: Mature e-commerce markets typically dominated by two strong generalist players
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Table 5: Mature e-commerce dominant players market analysis

Mature Markets Analysis

Alibaba Group and JD.com dominate China's e-commerce market with 59% share, driven by
extensive product ranges (CKGSB Knowledge, 2022), robust logistics (Cainiao, JD Logistics),

China same-day delivery, and integrated services like marketplaces, Alipay (Goba, 2024), and user-
friendly interfaces, ensuring scale and efficiency.
Amazon and Walmart dominate with a 38% combined market share. Amazon excels through its
USA unmatched product portfolio, advanced logistics, and Al-driven personalisation (Goba, 2024),

while Walmart leverages its omnichannel strategy and physical stores to cater to both online and
offline shoppers (Grills, 2025).

Coupang and Naver dominate 46% of the market. Coupang's Rocket Delivery ensures overnight
delivery for late orders (Coupang, 2022), while Naver integrates search engine capabilities with
e-commerce, offering seamless consumer journeys from product discovery to purchase (Forbes,
2025).

South Korea

In contrast, the SA e-commerce structure is considered a developing market (USD 3 billion). As SA’s
e-commerce grows, similar consolidation trends are anticipated* (Rajgopaul, 2024), with a few players

potentially emerging as dominant leaders, creating opportunities for international competitors to enter:

o Unlike mature markets, the absence of fully consolidated market leaders creates space for
international entrants to establish a foothold (Rajgopaul, 2024). This market fragmentation
allows new or niche platforms to gain traction if they effectively address specific consumer
needs effectively, (as seen with the low-price strategy of Shein and Temu, in Section 4.1.3 Entry

of international giants).

« International competitors can exploit operational gaps — such as underdeveloped supply chains,
last-mile delivery inefficiencies, limited warehousing, and insufficient rural penetration — to
enter and dominate, by leveraging established logistics expertise and delivering superior
customer experiences. As the market matures and consolidates, early entrants have the potential
to shape its evolution, replicating successful strategies observed in mature e-commerce markets

globally (as seen with Amazon, in Section 4.1.5 Competitive forces and strategies).

4.1.3 Entry of international giants
The entry of foreign marketplaces such as Shein, Temu, and Amazon marks a new phase of digital
competition in SA (Competition Commission SA, 2021), with these global giants positioning the

country as a strategic entry point for their expansion into Africa.

4 Evidence of SA's e-commerce market growth lies in its increasing market size, reflected in a CAGR of over 10%
(Rajgopaul, 2024). This growth mirrors global trends where early-stage markets consolidate around dominant players as
they mature, driven by technological advancements, rising internet penetration, and shifting consumer behaviours (Smith et
al., 2023). Such structural evolution can attract international entrants seeking to collaborate with or compete against
emerging local leaders. These developments align with market maturation theories, such as that proposed by Levitt from the
Harvard Business Review (2015), emphasising the importance of scale economies and strategic alliances in developing

markets.
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Shein, valued at ZAR 1.2 trillion, disrupted SA’s online fashion market since 2020 with affordable
pricing of vast product ranges (Gibon, 2024). Shein targeted price-sensitive, young, fashion-conscious
consumers active on social media, where approximately 50% of its web traffic is driven by users under
the age of 34 and 65% of its customer base are female (Gibon, 2024). According to a report by the
Marketing Research Foundation® (2024), Shein leveraged advanced digitalisation and Al-driven supply
chain management, to capture a commanding 35% market share in women's clothing, outpacing Mr
Price (7%) and Superbalist (3%), along with notable shares in children’s (10%) and men’s clothing
(8%), as illustrated in Figure 5. Their ability to respond swiftly to consumer trends while keeping costs
low, partly through tax system loopholes, has positioned Shein as a dominant force in SA’s fragmented

e-commerce landscape.

Women's Clothing Purchased Online Children's Clothing Purchased Online Men's Clothing Purchased Online
Top Retailers Top Retailers Top Retailers
shein NN 35% Shein [N 0% Shein NN 8%
Mr Price [l 7% Ackermans [ 5% Sportscene NN 4%
. . Other 9
Superbalist [ll 3% Mr Price [ 3% e
Superbalist [ 4%
ini 0, 0,
Foshini [l 3% Zando M 2% Markham [ 3%
Takealot.com [l 3% Totalsports [l 1% Takealot.com [ 3%

Figure 5: Top e-commerce clothing retailers by category

Shein’s aggressive growth has reshaped consumer expectations and pressured local players to innovate
(Suleman, 2024). While Shein drove a 52% increase in web traffic, Superbalist responded with a 40%
growth (Figure 6 below), signalling attempts to reclaim market share (Kingombe, Wadher, & Vishakha,
2024). Additionally, the rise of stores in SA reselling Shein products is increasing competition by

targeting customers who prefer in-person shopping.

% The Market Research Foundation’s SA report on top e-commerce clothing retailers was developed using a robust multi-
source methodology to analyse consumer preferences across categories such as women's, men's and children's clothing. The
research drew on a combination of online sales data, consumer surveys, and market share analysis to capture the performance
of key players. By integrating insights from transaction data with demographic segmentation, the foundation ensured a
comprehensive understanding of shopping behaviours. This approach provided actionable insights into market dynamics,
including brand preferences and category leaders, offering a reliable framework for understanding consumer trends in SA.
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Temu entered the SA market in January 2024 and rapidly became the most downloaded app of the year,

experiencing an initial surge in website traffic, as seen in Figure 7 below (Kingombe, Wadher, &

Vishakha, 2024). Temu’s strategy leverages a personalised and engaging app interface, including

gamification features, offering discounts to create an entertaining shopping experience (Suleman, 2024).

Temu’s expansive product catalogue spans home goods, electronics, and more, with over one million

items. This broad offering and aggressive pricing enabled Temu to capture market share rapidly,
challenging local players whose traffic growth remained modest.

Page 26 of 61

BS



+ CAGR
.40
=3
535 Total @
c
830
8 25
Q
EZO Takealot
|_
% 15
s
2 10
[«b]
© 5
Temu 200%
O 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1 1
I d +d +d 4 AN N N N N N O O O 00 0 O <F <& < <
N Qg g g g g gl g gl gl gl
= C D) PO O =2 Cc D) 0O O =2 Cc D) t'E OO =2 CcoD
$3z2688<33682832088<23 32
Total Takealot Amazon Temu

Figure 7: Temu site visits increased largely due to their marketing blitz

Amazon soft-launched in SA in May 2024 with its time-tested launch playbook (see Appendix E).
According to a 2024 report by Euromonitor International (2024)%, 68% of SA online shoppers expressed
interest in shopping on Amazon once it entered the market, citing trust in the brand and the convenience
of its services as key drivers. Amazon’s soft-launch approach resulted in a mild increase in traffic when
compared to Temu’s aggressive launch campaign, also seen in Figure 7.

International giants’ entries into SA’s e-commerce market show both opportunities and challenges
within the sector:

e While these platforms attract consumers with their extensive product ranges, Temu's financial
strain, for example, (marked by a -27% net margin per order due to high customer acquisition
and air-shipping costs shown in a recent report by Goldman Sachs’) highlights the inefficiencies
of relying on cross-border supply chains. Operational hurdles, including underdeveloped
logistics networks, inconsistent last-mile delivery, and cumbersome customs processes, hinder
their ability to meet consumer expectations for speed and reliability.

e In contrast, Amazon’s approach of establishing local inventories is a step toward overcoming

these hurdles, enabling faster deliveries in major urban areas and setting a new benchmark for

® The report by Euromonitor International is based on an analysis of consumer surveys, market data and brand perception
studies. The study highlights key drivers of Amazon's anticipated success in SA, including consumer trust in the brand's
global reputation and the perceived convenience of its services. Data was collected using stratified sampling to ensure a
diverse representation of SA’s demographic and economic segments, thereby providing insights that reflect the country's
varied consumer landscape.

" The Goldman Sachs report incorporates financial modelling, industry benchmarking, and supply chain cost analysis. The
data sources include proprietary market studies, logistics cost assessments, and a detailed examination of operational

expenditures.
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service standards in the market®. This strategy demonstrates that SA’s readiness for international
competitors depends significantly on how these entrants adapt to local conditions and
expectations. The ability to localise operations — whether through building inventory hubs,
partnering with local logistics providers, or investing in technology — will be a decisive factor

for success.

4.1.4 Adaptation of brick-and-mortar retailers
The convergence of traditional brick-and-mortar stores with e-commerce platforms has emerged as a
critical trend in SA's retail landscape. The 2024 Payfast by Network State of Pay report (2024)° reveals
a rise in merchants reporting increased online sales (50% of all e-payment transactions in 2024, up from
38% in 2023), with 68% of consumers preferring online shopping over traditional retail methods. This

growth is attributed to the following top key strategies:

i.  Establishing e-commerce platforms to complement physical stores
ii.  Enhancing payment systems

iii.  Adopting omnichannel retailing approaches.

By adopting this hybrid retail model, SA merchants are balancing competitive pressures from online
marketplaces while meeting modern consumer demands for convenience and flexibility. Global players
like Amazon and Alibaba demonstrate this strategy by integrating online and offline retail, with Amazon
planning local fulfilment centres and Alibaba leveraging omnichannel models like Freshippo (Hema)
in China, which combines physical stores with digital shopping experiences (Ryan, 2019). For foreign
companies wishing to internationalise this way, SA’s growing digital adoption and the potential to

implement proven omnichannel strategies make it a lucrative and strategically significant market.

4.1.5 Competitive forces and strategies
International giants are reshaping SA’s e-commerce sector, leveraging competitive pricing and trend-

driven products to challenge local players. Table 6 illustrates their disruptive potential.

8 Amazon plans to offer both same-day and next-day delivery (on select first-party products), with similar rates as
Takealot.com - along with 24/7 customer service and a 30-day return policy. Amazon has also implemented its A-Z
Guarantee, which offers customers a full refund if they are not satisfied with a purchase made from a third-party seller,
thereby setting the service bar high from the start.

® The fourth annual Payfast by Network State of Pay report provides an extensive overview of SA’s payments landscape
heading into 2025. The State of Pay report is based on the following: Payment data collected from the Payfast by Network
engine from 1 August 2023 to 30 September 2024, Online surveys conducted with Payfast by Network merchants and
consumers in September 2024, In-depth interviews, and with industry experts within the Payfast by Network ecosystem

conducted in September 2024,
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Table 6: Competitive strategies of past international entrants

International entrant Competitive strategy

Shein and Temu have rapidly gained market share through aggressive pricing and exploiting tax
loopholes to bypass import duties (Yang, Li, & Gong, 2023). Their asset-light models and high-
impact marketing (spending approximately USD 1.5 billion on Meta ads'? globally in 2023
(Kloren, 2025)) appeal to Millennials and Gen Z, who drive 60% of SA’s e-commerce spending
(Puchert, 2024). By prioritising affordability and trend-driven product offerings, they have
positioned themselves as key players in a highly price-sensitive market, leveraging consumer
patience for lower prices, to bypass logistical challenges that burden local competitors reliant
on same-day delivery (Buthelezi, Mtani, & Mncube, 2018).

Amazon soft-launched in SA using its proven market entry strategy (see Appendix E), taking a
gradual approach by expanding its seller base and improving the shopping experience over time.
Facing logistical challenges due to SA’s isolation from other Amazon markets, it has partnered
with DPD Laser, The Courier Guy and Pargo to navigate issues like unmapped addresses,
congested ports and high crime rates (Mwamanda, 2024).

A key strength is Amazon’s dynamic pricing analytics, adjusting prices every 90 seconds to
match competitors—crucial in SA’s price-sensitive market. It offers same-day and next-day
delivery on select products, with pricing similar to Takealot.com, alongside 24/7 customer
service, a 30-day return policy, and its A-Z Guarantee, reinforcing strong consumer trust from
the outset (Brederode, 2024).

Shein and Temu

Amazon

Trend analysis of data from Euromonitor International (2024) shows local giants like Takealot and
Checkers increasing their investments in their supply chain and digital marketing to maintain

competitive footing. Their reactive strategies are summarised in Table 7 below.

Table 7: Reactive strategies of local competitors

Local competitor Competitive strategy

Checkers has reinforced its market position with Sixty60 Xtra Savings Plus, offering free
delivery on orders over R350 and 10% in-store savings (capped at R200) for R99/month. By
Checkers 2024, it achieved a 90% customer satisfaction rate, reducing delivery times to under 60 minutes
in key cities. In 2023, Checkers invested R1 billion to enhance its app functionality and delivery
tracking, ensuring a seamless shopping experience (Shoprite, 2024).

Takealot has strengthened its market position with TakealotNOW, a competitor to Sixty60,
offering rapid delivery via MrD. Additionally, TakealotMORE, its subscription service,
provides free delivery for R79/month, enhancing customer retention and countering Amazon’s
growing presence (Takealot, 2025). To improve logistics and efficiency, Takealot has expanded
its dark store network to 30+ locations, and has also implemented Al-driven pricing models,
enabling discounts of up to 15% to stay competitive. Its marketplace operations have scaled
significantly, with 7,000+ third-party sellers onboarded in 2023, broadening its product offerings
(Daily Investor, 2025).

Takealot

SA presents significant opportunities, but its readiness for international competition remains mixed.

However, demand for trends and affordability makes it ripe for innovation and expansion. The growing

10 Meta ads are digital advertisements on Meta's platforms like Facebook and Instagram, leveraging advanced targeting to
reach specific audiences. These ads leverage Meta’s advanced targeting capabilities, using user data such as demographics,
interests, and online behaviour to reach specific audiences effectively. Companies like Shein and Temu use these ads to
enhance brand visibility, engage with consumers, and drive traffic to their platforms.
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presence of global players is driving innovation, raising service standards, and gradually transforming

SA into a more competitive and dynamic e-commerce market.

4.1.6 Trend projections and market penetration
SA’s e-commerce market is set for strong growth, with a 12.5% Compound Annual Growth Rate
(CAGR for 2022 — 2027) (Mordor Intelligence, 2024). According to data by Statista (2024), Mordor
Intelligence (2024) and Payfast (2024), it is expected to exceed ZAR 400 billion by 2025, driven by
rising internet access, improved payment security, and growing digital adoption in urban and semi-

urban areas.

Data further illustrates the e-commerce penetration rate!! reached 25% in 2023, surpassing the 18%
global average (Statista, 2025). This growth trajectory reflects significant progress in a market that has
historically been heavily reliant on cash-based transactions. The penetration rate is expected to reach
34.3% by 2029 (Statista, 2025), marking the increasing adoption of digital commerce among SA
consumers. As explained by Hartzenberg (2022), these trends are indicative of SA’s broader shift
toward a digitally integrated economy, characterised by the rising acceptance of online shopping as a

mainstream consumer activity.
Dominant players in this sector will drive future growth:

e Takealot.com aims to enhance its logistics network, expand local supplier partnerships, and
improve delivery speeds to stay competitive (Mordor Intelligence, 2024). Similarly, Checkers
Sixty60 Hyper extends its 60-minute delivery promise to larger appliances, reinforcing
innovation in rapid-delivery e-commerce.

e Amazon will leverage its global flywheel strategy*? (see Appendix E), adapting to local market
conditions through regional infrastructure investments and tailored services. It is expected to
expand fulfilment centres and strengthen its Prime membership program to attract SA

consumers?.

11 SA’s e-commerce penetration rate refers to the proportion of the population or retail market engaging in online shopping
compared to traditional shopping methods. It measures the extent to which e-commerce has been adopted within the country,
expressed as a percentage of total retail sales.

12 The flywheel leverages an important feedback loop: an expansive product selection feeds into a great consumer experience
driving traffic to the website, hence attracting more sellers, who in turn drive a broader product selection. This flywheel
drives growth that enables Amazon to maintain its low-cost structure and therefore offer low prices to further fuel growth.
See Appendix E for detailed structure of Amazon’s global flywheel strategy.

13 The likelihood of Amazon establishing more fulfilment centres and investing in its Prime membership program for SA
consumers is supported by its global market entry strategy (Hartzenberg, 2022). Studies on Amazon’s international
expansion, such as those by Johnson and Kwok (2021), highlight the correlation between regional investment and accelerated
market penetration. Moreover, the growing SA e-commerce market, projected to reach USD 3 billion by 2024 (Rajgopaul,
2024), provides a strong economic incentive for such investments. This aligns with resource-based theories suggesting that
firms invest in physical and digital assets to gain competitive advantage in emerging markets (Barney, 1991).
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e Shein and Temu will continue aggressive pricing and marketing, with Shein focusing on fast
fashion and Temu on affordable general merchandise (Payfast by Network, 2024). However,

sustainability concerns and local consumer preferences will be key challenges for long-term
growth.

Trend forecasting models like the S-curve (depicted in Figure 8 (Statista, 2025)), effectively illustrates
the non-linear growth of e-commerce adoption. This framework effectively captures the non-linear
growth of e-commerce adoption, illustrating phases of steady penetration prior to 2018, rapid
acceleration during the pandemic (2020 — 2022), and the current transition toward maturity. This can be
used to contextualise the market's dynamic growth stage and provide a framework for anticipating its
eventual plateau as the market stabilises and approaches maturity.
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Figure 8: Estimated -commerce Penetration Rate in SA (2018 — 2029)
Exponential trend smoothing provides a reliable method for short-term forecasting, helping to mitigate
market volatility caused by external disruptions and shifting consumer behaviour. Current trends
suggest that SA’s e-commerce market is in its most dynamic and growth-intensive phase, requiring
stakeholders to prioritise scalability and infrastructure expansion. As the market moves toward maturity,

competition intensifies, driven by the tendency of mature markets to consolidate around a few dominant
players.
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4.2 Regulatory environment and market liberalisation

SA’s e-commerce sector operates within a developing regulatory framework aimed at ensuring fair
competition, consumer protection and secure transactions. Market liberalisation efforts, including
streamlined processes and international alignment, aim to attract investment and bolster the sector’s

growth,

4.2.1 Electronic transaction regulations

The Electronic Communications and Transactions Act (ECTA) (2002) establishes legal recognition for
electronic contracts, requiring businesses to disclose terms and conditions upfront, mandating
transparent terms, encryption, and digital signatures to enhance trust in digital transactions
(Hartzenberg, 2022). Similarly, the Cybercrimes Act (2021) strengthens security by addressing fraud,
identity theft, and data breaches, boosting consumer confidence in e-commerce. This increased trust has
accelerated digital commerce growth, but challenges remain. Cross-border e-commerce lacks regulatory
clarity (Kibuacha, 2021) as rapid technological advancements require ongoing regulatory updates to
address emerging risks, complicating market entry for international players.

4.2.2 Consumer protection

Consumer protection is a critical enabler of e-commerce growth. The POPIA enforces international data
protection standards by mandating lawful processing and secure storage of personal data (Information
Regulator South Africa, 2021). According to Payfast by Network (2024), compliance with POPIA has
significantly enhanced consumer confidence in online platforms. Additionally, reports from the NCC
(2025) reveals how the CPA through transparency in pricing, clear terms and conditions and dispute
resolution mechanisms, promotes a fair, accessible, and sustainable marketplace. However, as noted by
Statista (2025), the rising incidence of cyberattacks and growing consumer expectations for faster
grievance redressal require robust enforcement mechanisms. This aligns with Kibuacha’s (2021) claim
that effective consumer protection not only builds trust but also creates a competitive advantage for
businesses in the digital economy.

4.2.3 Trade markets and taxes
The increasing demand for parcel services, evidenced by a 30.82% rise in volumes between 2022 and
2023 as reported in the State of the ICT Sector Report by ICASA (2024), indicates the expanding

market for shipping goods both domestically and internationally. However, as highlighted by Mordor

14 The ICASA (“the Authority”) released the 9th annual State of Information Communication Technology (“ICT”) sector
report. The data used in compiling this report was obtained through a comprehensive questionnaire distributed to key
stakeholders covering the period from 1 October 2022 to 30 September 2023. Pricing data for voice, SMS, prepaid bundles,
and post-paid bundles utilised in this report pertains to the year 2024. Additionally, data was sourced from various reputable
sources, including the International Telecommunication Union's (ITU) 2023 report, OOKLA's 2024 data, and Stats SA’s

2022 report.
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Intelligence (2024), achieving a balance between protectionist policies and market openness remains

crucial to sustaining this growth while encouraging both local innovation and international participation.

The DTIC (2024) has implemented trade facilitation initiatives, including Special Economic Zones
(SEZs), which offer incentives like a reduced corporate tax rate and allowances for building
expenditures. These incentives, as explained by Payfast by Network (2024), support SA’s broader trade
liberalisation efforts, reinforced by bilateral and multilateral agreements, encouraging an enabling

environment for international market entry.

SA is aligning with global tax frameworks, including the Organisation for Economic Co-operation and
Development (OECD) digital economy guidelines, reinforcing its commitment to international best
practices (OECD, 2024). According to Mordor Intelligence (2024), participation in regional agreements
such as the African Continental Free Trade Area (AfCFTA) offer market expansion opportunities, but

logistical barriers such as customs duties and infrastructure limitations may hinder seamless trade.

According to the SA Revenue Service (SARS), the application of Value-Added Tax (VAT) to digital
goods and services ensures parity between online and traditional retailers (South African Revenue
Service , 2024). As of September 1, 2024, imports previously exempt under the ZAR 500 de minimis
rule now face a 15% VAT plus customs duties, levelling the field for local retailers but raising

operational costs for international e-commerce firms.
Despite these barriers, SA can expand its e-commerce sector and attract global competitors by:

e Revisiting trade tariffs to balance protectionism and openness, with SARS and DTIC
collaborating on simplified customs procedures and clear guidelines.

e Enhancing trade facilitation through pre-clearance systems and bonded warehousing.

e Positioning SA as a safe and transparent market by leveraging consumer protection legislation

to attract reputable international players.
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4.3 Technology infrastructure

SA’s technological infrastructure is key to market accessibility and digital business scalability.

4.3.1 Internet penetration rates

According to the ICASA and the General Household Survey (GHS) by Stats SA, there has been a steady
increase in internet penetration reaching 72% in 2023, driven by 4G expansion and initial 5G rollout in
metro areas (ICASA, 2024). Mobile broadband dominates connectivity, with 96% of users relying on
mobile devices, reinforcing SA as a mobile-first e-commerce market'®. Internet access is expected to

exceed 80% by 2030, supported by high-speed network investments and affordable data (Statista, 2024).

Widespread connectivity enhances market accessibility and e-commerce scalability, making mobile
optimisation essential for local and international players (Hartzenberg, 2022). However, rural
connectivity gaps persist, limiting inclusivity. Targeted infrastructure investments could bridge this

divide and strengthen SA’s global e-commerce readiness.

4.3.2 Mobile subscriptions and smartphone ownership

ICASA data indicates that mobile subscriptions in SA surpassed 100 million in 2024, equating to a
penetration rate of over 170% (ICASA, 2024). Smartphone ownership has risen to 60% of the
population, fuelled by the availability of affordable devices tailored for developing markets. As Payfast
by Network (2024) explains, this trend lowers barriers to digital participation, especially for middle-
and lower-income groups, broadening the e-commerce customer base. Projections suggest smartphone

penetration will reach 75% within five years, driven by price reductions and financing options.

Despite this growth, 40% of the population still lacks smartphones, representing a significant untapped
market, particularly in rural and low-income areas. According to Kibuacha (2021), affordability and
infrastructure remain barriers, but partnerships with device manufacturers or mobile-first interactions

(Takealot’s app-only deals) could help global e-commerce players tap into these underserved markets.

4.3.3 Adoption rates of e-payment systems
Data from the SARB (2024) and the PASA (2024) reveals robust growth in electronic payment
adoption, with over 1.2 billion card-based transactions processed in 2023 — marking a 15% year-on-

year increase. Mobile payment solutions such as SnapScan, Zapper, and PayPal are gaining popularity,

15 A mobile-first e-commerce market focuses on mobile devices as the primary platform for online shopping. Competitive
advantage in this space requires lightweight mobile apps, mobile-friendly websites, and seamless mobile payment
integrations to cater to diverse user needs. Foreign entrants could tailor their strategies to align with local mobile usage
patterns, mitigating risks of technological misalignment. However, digital inequality in rural areas poses challenges,
highlighting the need for inclusive infrastructure development. Success depends on bridging these gaps while delivering

optimised mobile experiences.
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with mobile transactions growing 20% annually (Payfast by Network, 2024). The increasing preference

for alternative digital payment solutions reflects evolving consumer payment behaviours.

However, the fragmentation of SA’s e-payment market creates inconsistent user experiences across
platforms, leading to consumer hesitation in fully transitioning to digital payments affecting adoption
rates. With multiple providers offering varied solutions, as shown by the number of popular payment
methods in Figure 9, users may face complex onboarding processes and lack of interoperability which
can slow adoption rates. Mordor Intelligence (2024) suggests that a unified regulatory framework could
improve compatibility and trust, making digital payments more seamless. Bridging solutions, such as
vouchers or prepaid cards, can help ease this transition, allowing cash-based consumers to participate

in e-commerce without needing traditional banking services.

34% Card (debit or credit card)
16% Open banking and instant EFT

14% QR code (e.g. SnapScan, Zapper, Scan to Pay)
12% Cash (e.g. Mukuru Cash)

11% Mobile Wallets (e.g. Apple pay, Samsung Pay)
8% Buy now pay later
4% Store card

I 1% Cryptocurrency
Figure 9: Most popular payment methods offered at online stores

4.3.4 Import inefficiencies and last mile delivery

Efficient last-mile delivery is critical for ensuring consumer satisfaction, as it represents the final step
in the e-commerce supply chain and has a direct impact on delivery timelines, costs, and overall
customer experience. The local courier industry, led by companies like The Courier Guy, Aramex, and
DHL, has experienced significant growth, supported by ICASA’s regulatory initiatives to expand
private courier networks (ICASA, 2024). While urban areas benefit, rural regions remain underserved
due to high costs and infrastructure challenges, limiting market inclusivity. Investments in rural
infrastructure and cost-effective delivery solutions such as the SA Post Office (lllidge, 2024) are

essential to bridging this gap.

SA’s port infrastructure is another critical component of the e-commerce supply chain but is plagued
by inefficiencies such as delays, high handling fees, and outdated systems. According to the National
Ports Authority (NPA) (2024), these issues increase operational costs and disrupt delivery timelines,
reducing the attractiveness of SA as a market for international e-commerce players. Modernisation
efforts, including the adoption of smart logistics solutions and automation, are expected to reduce delays
by 20 — 30% over the next five years, enhancing the competitiveness of the e-commerce sector

(Department of Trade, Industry, and Competition, 2024).
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4.4  Consumer behaviour and segmented demographic trends
The rapid growth of e-commerce in SA reflects a shift from a historically cash-based market to digital
transactions. Stitch Money (2024)% consumer perspectives, highlights the rising consumer trust in

online shopping through key trends shaping the market:

e According to a similar study done in 2023, 71% of shoppers were regularly purchasing food and
beverage items online (Stitch Money, 2023), which has increased to 84 — 91% in 2024. This
trend aligns with the growing adoption of grocery delivery apps such as Checkers Sixty60
(a2 63.1% increase in the latter half of 2023) and Pick n Pay ASAP (76% for the same period).

e Apparel purchases surged from 60% to 83%, fuelled by fashion-focused platforms, mirroring
how SA consumers increasingly trust online platforms for quality and convenience.

e The most dramatic growth occurred in household goods, jumping from 43% to 77%,
highlighting the rising consumer confidence in purchasing high-value items online.

e A notable trend is the rise of social commerce, with 78% of online shoppers having made
purchases through social media platforms. This trend indicates that consumers are increasingly
comfortable buying directly through social channels and may even be influenced to make

purchases by these channels.

These changes indicate a maturation of the market, where online shopping is now perceived as a reliable

and convenient retail channel rather than a novelty.

4.4.1 Purchase frequencies and integration into daily life
Behavioural data collected from Stitch Money (2024) reveals that online consumption patterns are

closely aligned with offline habits, reflecting the integration of e-commerce into daily life.

e Grocery and alcohol purchases are made multiple times per week or 2 — 4 times a month,
mirroring typical offline consumption patterns.
¢ Clothing, beauty products, and pharmaceuticals are bought approximately once a month, while

appliances remain occasional purchases, typically once or twice annually.

4.4.2 Spending habits and income dynamics
The survey revealed that SA consumers spend approximately 10% of their income on online purchases.

Demographic segmentation provides additional context, with mid-income households emerging as the

16 See Appendix D. The methodology of data collection for Stitch Money Report: Consumer Perspectives South Africa — e-
commerce, involved partnering with a SA research firm, Yazi, to conduct a survey of approximately 350 SA men and
women. The participants represented a diverse range of ages, income levels, locations, and lifestyles. All respondents
reported having made at least one online purchase in the last six months. The survey was designed to capture their preferences

and behaviours regarding shopping and paying online.
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primary drivers of online spending due to their access to digital infrastructure and disposable income
(Statista, 2025).

As shown in Figure 10, while high-income earners spend the most in absolute terms (ZAR 5,978), they
dedicate only 6% of their disposable income to online shopping, suggesting a preference for in-store
experiences. In contrast, low-income earners spend less overall (ZAR 564) but allocate 19% of their
disposable income to e-commerce, demonstrating its growing accessibility even among financially
constrained consumers. This indicates a strong demand for affordable digital shopping solutions,
making SA an attractive market for new entrants looking to tap into underserved segments. Addressing
barriers through affordable access, mobile-first platforms, and localised delivery solutions could expand

e-commerce adoption across all income levels.

R 6 000
R 5000
R 4 000
R 3 000
R 2000

R 1000

R 0O R 564

Low income earners Medium income earners High income earners
<R 6,000 p/m R 20,000 - R 35,000 p/m > R 100,000 p/m

Online spend across the 3 income
brackets [ZAR]

20%

15%

10%

5%

% of disposable income

0%

Low income earners Medium income earners High income earners
<R 6,000 p/m R 20,000 - R 35,000 p/m > R 100,000 p/m

Figure 10: How much do South African consumers spend online?

4.4.3 Connected strategy
A connected strategy involves shifting from isolated, single customer interactions to continuous,
integrated, and tailored customer engagements (Siggelkow, 2019). Competing effectively in the online
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space requires creating a high-quality, trustworthy, and frictionless user journey, supported by flexible
and seamless payment options to boost conversion rates.

The State of Pay report (2024) identifies four key consumer journeys, as shown in Figure 11:

e The dominant trend (41%) is consumers browsing and purchasing online, reinforcing e-
commerce’s growing adoption.

e 18% browse online but purchase in-store, suggesting that trust and tactile experiences still
influence buying decisions.

e Conversely, 10% browse and purchase in-store, reflecting a segment still reliant on traditional
retail.

e The smallest group (3%) browses in-store but ultimately purchases online, likely driven by price
comparison and convenience.

e 28% use both online and in-store channels equally, emphasising the need for omnichannel

strategies that integrate digital and physical retail.

Purchase Purchase
41% 18%

online in-store

Browse Purchase Browse Purchase
(0) (0)
in-store in-store 10 A) in-store online 3 A)

Figure 11: Most common consumer journey

According to a survey conducted by Stitch Money (2024), the payment experience is a key driver of
willingness to pay from customers, with three of the six most common reasons for choosing one retailer
over another directly tied to payment ease and security (as seen in Figure 12). This trend surpasses even
traditional considerations like price or product selection, emphasising the growing importance of secure

and seamless payment processes in fostering customer loyalty.

66% Easy to find what I'm looking for

63% Payment is easy and secure
61% Checkout is fast and easy
60% Better prices
60% Variety of products

39% There are multiple payment options

I 206 Other

Figure 12: Most common reasons for choosing one online retailer over another
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These findings have significant implications for merchants: Offering a range of fast, easy, and secure
payment options is a decisive factor in driving conversions, particularly for first-time customers. For
instance, in 2023, 49% of respondents preferred card payments, while 36% opted for Instant EFT/Pay
by Bank, and 7% relied on manual transfers. By 2024, these preferences shifted significantly, with 72%
choosing card payments and 44% selecting Pay by Bank (as shown in Figure 13 below), reflecting an
increasing adoption of innovative payment methods. Additionally, Capitec Pay’s 26% adoption rate not
only highlights SA consumers’ willingness to embrace new payment technologies but also highlights
the importance of understanding the local context: Capitec is a major force and a valuable tool for

reaching lower-income earners in SA.

Card
Instant EFT / Pay by bank
Cash on delivery
Capitec Pay
Voucher
QR Code
Manual EFT
Mobile Money

3% Other

Figure 13: South African consumers preferred online payment methods

Two key trends emerge: new e-commerce users prefer familiar payment methods (cards, cash on
delivery) due to their perceived safety and reliability, while experienced shoppers adopt newer options
that offer speed, security, and convenience. This shift presents opportunities for innovative payment
solutions, especially among tech-savvy consumers. Businesses can leverage omnichannel strategies and
payment orchestration platforms to efficiently manage multiple payment methods, enhancing

transaction performance and meeting evolving consumer needs.
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5 CHAPTER 5: CONCLUSION AND RECOMMENDATIONS

E-commerce’s rapid growth driven by digital innovation is reshaping global retail. SA leads in Africa’s
adoption, supported by strong digital infrastructure and a rising middle class. Understanding market
dynamics, such as growth drivers, competition, and strategic challenges, is crucial for companies
seeking sustainable success.

The entry of international giants is transforming SA’s B2C e-commerce, reshaping consumer
expectations through advanced and innovative digital strategies, robust logistics networks, and
aggressive pricing models which elevate service quality and product variety. Platforms like Shein and
Temu have capitalised on SA’s price-sensitive, fashion-conscious market, with Shein securing 35% of
the women’s clothing segment within three years. Amazon’s trusted brand and localised inventory cater

to rising demand for reliability and convenience.

While SA’s fragmented market, growing internet penetration, and value-driven consumers present
fertile ground for international competitors to enter and expand, infrastructure gaps in logistics, last-
mile delivery challenges, regulatory hurdles, and supply chain integration remain significant barriers
and hinder market maturity. Local players will struggle to compete, requiring significant investment in

infrastructure, efficiency, and customer experience to keep pace with global competition.

5.1 Key insights and conclusions

Table 8 below provides a summary of the comprehensive analysis of the SA e-commerce market,
addressing the research objectives by highlighting critical opportunities and gaps. It synthesises the
collated key market dynamics (RO i) like infrastructure, consumer behaviour, and competition that
shape SA’s attractiveness to international players, outlining challenges—such as regulatory hurdles and
logistics inefficiencies—that could hinder market entry and expansion (RO ii*®). Additionally, the table
assesses SA's readiness for foreign entrants (RO iii*°) by analysing existing capabilities and the strategic
adjustments needed for successful internationalisation as presented in this report. Together, it offers
valuable insights for global competitors exploring SA's B2C e-commerce sector.

7 RO i: Research objective i: Analyse the SA e-commerce market dynamics and identify key factors influencing its
attractiveness to international competitors.

18 RO ii: Research objective ii: Identify the key factors considered by companies during internationalisation to identify gaps
that could hinder the entry and expansion of international competitors.

19 RO iii: Research objective iii: Evaluate SA's readiness for foreign entrants into the B2C e-commerce markets.
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RO i

Key factors

Table 8: Summary of SA's readiness for foreign entrants based on the research

RO ii and RO iii

Opportunities

Market structure
and competition

The fragmented nature of the market, with no
single player dominating, offers opportunities
for new entrants to carve out niches. While
Takealot and Checkers set high benchmarks,
international players can refine and enhance
these models. Platforms like  Shein
demonstrate the potential for specialisation,
while rising digital adoption fuels demand for
convenience.

As giants focus on urban consumers,
determined international entrants can gain
early traction in underserved sectors through
robust last-mile delivery, micro-fulfilment,
and partnerships with informal retail networks.
Acting swiftly could secure market dominance
before full maturation.

The oligopolistic nature of the market, with top
players holding approximately 50% of the
market, creates high barriers for smaller
competitors or new entrants to scale quickly.
Rural areas remain underserved due to limited
infrastructure and logistics networks, making
last-mile delivery a significant challenge for
any new player. Entrenched customer loyalty
to established brands like Takealot and
Checkers further complicates the ability of
newcomers to disrupt the market without
significant pricing or differentiation strategies.

Regulatory
environment and
market liberalisation

SA's regulatory framework is designed to
enhance consumer trust, with robust laws such
as ECTA mandating transparency in
transactions and POPIA ensuring data
protection. Participation in international trade
agreements like AfCFTA facilitates cross-
border business, creating a more integrated
trade environment. Incentives like reduced
corporate tax rates and allowances for building
and equipment expenditures in Special
Economic Zones (SEZs) make SA attractive
for foreign investment.

Gaps in cross-border transaction regulations
make it challenging for international entrants
to navigate operations efficiently.
Protectionist policies, such as new VAT
reforms and additional import duties, increase
operational costs for foreign companies.

The regulatory framework must be continually
updated to keep pace with modern e-
commerce’s rapid evolution; otherwise, it
risks leaving exploitable gaps that undermine
consumer trust in these systems.

Technology
infrastructure

With 72% internet penetration and projections
exceeding 80% by 2030, the market is
becoming increasingly digital. Mobile
broadband dominates connectivity, and
smartphone penetration is projected to reach
75% in five years. 4G and 5G high-speed
networks enhance scalability, while urban
areas benefit from affordable data packages.

Rural connectivity gaps persist, limiting
inclusivity and access to e-commerce
platforms for lower-income households.
Digital inequality is evident, with 40% of the
population still lacking smartphones. These
challenges restrict the potential customer base
and slow digital adoption in underserved
regions.

Consumer
behaviour and
demographic trends

Consumer adoption of e-commerce is growing
rapidly, with significant increases in key
categories such as groceries (84%%2°), apparel
(83%), and household goods (77%). The rise
of social commerce, with 78% of online
shoppers making purchases via social media
platforms, highlights the adaptability of SA
consumers to new digital shopping
experiences. Younger, tech-savvy
demographics drive these trends, making the
market particularly attractive for innovative
and tech-focused platforms.

Rural and lower-income consumers remain
heavily reliant on cash transactions due to
limited access to payment infrastructure and
digital platforms. Logistical and infrastructural
challenges in these areas further exacerbate the

divide, limiting their participation in e-
commerce. This reliance on traditional
shopping methods creates barriers to

widespread e-commerce adoption in less

urbanised regions.

20 percentage of consumers regularly purchasing online in these categories in 2024
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Spending habits and
payment systems

SA consumers increasingly adopt secure
payment options such as Capitec Pay, which
achieved 25.9% penetration in one year.
Mobile wallets and Instant EFT have gained
traction, reflecting a shift from traditional cash
payments to digital solutions. Payment
systems like Payfast offer seamless integration
with e-commerce platforms, ensuring trust and
convenience.

The payment market remains fragmented, with
varying user experiences across providers,
creating adoption barriers. Rural areas lag
significantly in adopting advanced payment
methods, further widening the gap between
urban and underserved regions. Certain
demographics, particularly older consumers,
still demonstrate hesitancy in adopting newer
payment methods due to concerns about trust
and security.

Connected strategy

Omnichannel  strategies are  gaining
momentum, with 41% of consumers browsing
and purchasing online. Retailers like Checkers
and Takealot are integrating online and offline
platforms to provide seamless shopping
experiences, including faster delivery and
enhanced customer satisfaction. Payment
orchestration  platforms are  enabling
businesses to manage diverse payment options
efficiently, optimising user journeys and
driving growth.

Omnichannel retailing remains
underdeveloped in some segments, limiting
the ability to cater to diverse consumer
preferences effectively. The reliance on
traditional retail models in certain areas
indicates a slow transition toward fully
integrated digital ecosystems. Without broader
adoption of omnichannel strategies, some
retailers risk falling behind in meeting the
expectations of tech-savvy and convenience-
focused consumers.

SA’s e-commerce market presents a strategic entry point for Africa, driven by rising digital adoption,
an expanding middle class, and growing consumer demand for online shopping (RQ i%). These market
dynamics shape SA’s attractiveness to international competitors, offering opportunities for investment

and expansion.

However, structural gaps in infrastructure, logistics, and regulatory frameworks create barriers to
seamless market entry and scalability (RQ ii%?). International companies assessing expansion into SA
must consider operational efficiency, regulatory clarity, and logistical capabilities — areas where SA

requires significant improvements to support and benefit from global competition effectively.

While the market holds strong potential, SA is not yet fully prepared for foreign entrants (RQ iii?%). To
enhance market readiness, targeted investments, streamlined customs processes, and consumer trust-
building initiatives are essential. SA’s ability to address these gaps will determine its success in e-

commerce growth and its readiness for increased international competition.

2L RQ i: Research question i: What are the market dynamics and key factors shaping the SA e-commerce market that
influence its attractiveness to international competitors?

22 RQ ii: Research question ii: What key factors do companies consider during internationalisation, and are there structural
gaps in the SA market that hinder their entry and expansion?

23 RQ iii: Research question iii: Is SA prepared for foreign entrants in the B2C E-commerce market?
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5.2 Recommended strategies to attract foreign entrants and mitigate risks
Research objective iv (RQ iv?*) explores strategies to attract foreign entrants into SA’s e-commerce

market by tackling existing barriers while capitalising on the country’s unique opportunities.

Viewing SA through an international lens can uncover market gaps and inefficiencies; international
companies with experience in emerging markets can introduce proven solutions to challenges that may
not yet be fully addressed in SA — for example, firms specialising in rural penetration strategies could
apply their low-cost distribution models and mobile-first commerce to underserved areas in SA.
International entrants can leverage global best practices to help refine policy frameworks, modernise
industry regulations, and bridge structural gaps in the SA market. This would boost employment,
enhance technology transfer, and strengthen local supply chains. Increased FDI in e-commerce would
stimulate economic growth, improve trade competitiveness, and integrate SA more deeply into global

digital markets, driving long-term industrial and economic benefits.

To attract foreign entrants, SA must invest in rural infrastructure and logistics networks to improve last-
mile delivery and expand market access, especially in underserved areas. Public-private partnerships
can facilitate the development of affordable internet and smartphone accessibility, bridging the digital
divide and enabling more inclusive participation in e-commerce. Simplifying cross-border transaction
regulations and aligning customs processes with international best practices would enhance operational
efficiency for foreign companies, making SA a more attractive destination for investment. Additionally,
incentives such as tax reductions and subsidies in SEZs could encourage foreign players to establish

localised operations, manufacturing hubs, and regional distribution centres.

To mitigate risks, SA must focus on strengthening its cross-border e-commerce policies. Standardising
payment systems to provide seamless, secure experiences would reduce fragmentation and foster trust
among consumers. Rural adoption of digital payments could be incentivised through targeted subsidies
or partnerships with financial institutions. Promoting omnichannel retailing by integrating digital and
physical platforms would help local businesses remain competitive, while also satisfying preferences
for both in-store and online shopping. By adopting these strategies, SA can create an enabling

environment for international entrants while minimising potential disruptions to the domestic market.

A balanced approach that fosters market liberalisation while safeguarding local interests will be key to
achieving sustained growth and integration into the global digital economy. Proactive analysis of key
SA market dynamics can accelerate digital transformation and strengthen competition and consumer

value within SA’s e-commerce landscape.

24 RQ iv: Research question iv: What strategies would attract international entry, and how can SA prepare and mitigate any

risks?
Page 43 of 61 %




REFERENCES
Barney. (1991). Resource-Based View. Journal of World Business, 26-96.

Brederode, W. (2024, December 14). Amazon came, saw, but is yet to conquer SA e-commerce.
Retrieved from News24: https://www.news24.com/fin24/companies/amazon-came-saw-but-is-

yet-to-conquer-sa-e-commerce-20241213

Buthelezi, T., Mtani, T., & Mncube, L. (2018). The extent of market concentration in South Africa’s

product markets. Johannesburg: Competition Commission of SA.

CKGSB Knowledge. (2022, September 07). Alibaba vs JD.com: A Comparison of their ‘Flywheel’
Models. Retrieved from CKGSB Knowledge:
https://english.ckgsb.edu.cn/knowledge/article/alibaba-vs-jd-com-a-comparison-of-their-

flywheel-models/

Competition Commission SA. (2021). Measuring concentration and participation in the South African

economy: Levels and trends. Johannesburg: Competition Commission SA.

Corporate Finance Institute. (2024, February). What is Market Structure? Retrieved from Corporate
Finance Institute: https://corporatefinanceinstitute.com/resources/economics/market-structure/

Coupang. (2022, December 13). Coupang Friends reveal the secret behind Rocket Delivery. Retrieved
from Coupang: https://www.coupang.jobs/en/life-at-coupang/coupang-news/coupang-friends-

reveal-the-secret-behind-rocket-delivery/

Daily Investor. (2025, January 2). The man who started Takealot and made it an eCommerce giant.
Retrieved from Daily Investor: https://dailyinvestor.com/retail/72187/the-man-who-started-

takealot-and-made-it-an-ecommerce-giant/

Department of Communications of South Africa. (2010). A green paper on e-commerce for SA.
Johanneshurg.

Department of Trade, Industry, and Competition. (2024, December 12). Special Economic Zones.
Retrieved from Department of Trade, Industry, and Competition:
https://www.thedtic.gov.za/sectors-and-services-2/industrial-development/special-economic-

Zones

Dunning, J. (1988). The eclectic paradigm of international production: A restatement and some. Journal

of International Business Studies, 19(1), 1-31.

Page 44 of 61 %



Ebrahim, M. N. (2016). Market specific factors, cultural differences and emerging market firms: South
African firms internationalising into sub-Saharan Africa. Pretoria: Gordon Institute of Business
Science, Univeristy of Pretoria.

Euromonitor International. (2024). Retail e-commerce in SA. Euromonitor International.

Fasanya, D. O., Ingham, H., & Read, R. (2022). Determinants of internationalisation by firms from Sub-

Saharan Africa. Journal of Business Research, 951-965.

Forbes. (2025, January 2). Naver. Retrieved from https://www.forbes.com/companies/naver/:

https://www.forbes.com/companies/naver/

Gibon, M. (2024, April 23). Superbalist’s big Shein and Temu headache in South Africa. Retrieved
from Daily Investor: https://dailyinvestor.com/retail/49766/superbalists-big-shein-and-temu-

headache-in-south-africa/

Goba, N. (2024, December 03). Global e-commerce giants shake up SA’s retail sector. Retrieved from
Business Live: https://www.businesslive.co.za/bd/companies/retail-and-consumer/2024-12-03-

global-e-commerce-giants-shake-up-sas-retail-sector

Goga, S., & Paelo, A. (2020). An e-commerce revolution in retail? Centre of Competition, Regulation

and Economic Development , 60-89.

Grills, H. (2025, January 10). Amazon vs. Walmart: Who's leading the e-grocery race in the US?
Retrieved from Investing.com: https://za.investing.com/news/stock-market-news/amazon-vs-

walmart-whos-leading-the-egrocery-race-in-the-us-3499461

Hartzenberg, L. (2022, August 12). Unlocking South Africa's next level of ecommerce growth. Retrieved
from ecommerce.co.za:

https://www.ecommerce.co.za/article.UnlockingSouthAfrica'snextlevelofecommercegrowth

ICASA. (2024). ICASA’s report on the state of ICT sector in SA - March 2024. Johannesburg:
Independent Communications Authority of South Africa (ICASA).

Illidge, M. (2024, June 13). Big problem with Post Office online delivery monopoly in South Africa.
Retrieved from My Broaband: https://mybroadband.co.za/news/government/540823-big-

problem-with-post-office-online-delivery-monopoly-in-south-africa.html

Indeed. (2023, February 3). 6 Steps of a Case Analysis. Retrieved from Indeed:

https://www.indeed.com/career-advice/career-development/case-analysis-example

Page 45 of 61 %



Information Regulator South Africa. (2021, September 22). POPIA Compliance. Retrieved from
Information Regulator South Africa: https://inforegulator.org.za/popia/

International Trade Administration. (2024, January). South Africa - Country commercial guide for e-
commerce. Retrieved from International trade administration: https://www.trade.gov/country-

commercial-guides/south-africa-ecommerce

Johanson, J., & Vahlne, J.-E. (1977). The Internationalization Process of the Firm: A Model of
Knowledge Development and Increasing Foreign Market Commitments. Journal of
International Business Studies 8(1), 23-32.

Johnson, & Kwok. (2021, February 14). Amazon’s International Expansion Strategy: What We Can
Learn. Retrieved from Accelingo: https://www.accelingo.com/amazons-international-

expansion-strategy/

Kibuacha, F. (2021, December 06). E-Commerce in South Africa: The Growth, and the Future.
Retrieved from GeoPoll: Tech and Innovation: https://www.geopoll.com/blog/e-commerce-
south-africa/

Kindal, A., Handson, G., & Nkosi, S. (2021). South Africa E-Commerce Market Size, Forecast 2022-
2027, Industry Trends, Share, Growth, Impact of COVID-19, Opportunity Company Analysis.
Research and Markets, 80.

Kingombe, T., Wadher, M., & Vishakha, C. (2024, November). Foreign e-tailers are here! Is South
African  e-commerce ready? Retrieved from  Boston  Consulting  Group:
https://www.bcg.com/publications/2024/south-africa-foreign-e-tailers-are-here-is-south-

african-e-commerce-ready

Kloren, S. (2025, January 15). The dark side of Shein and Temu! Are workers exploited, do they use
dodgy data to get shoppers hooked to buy more? Retrieved from iOL:
https://www.iol.co.za/lifestyle/style-beauty/fashion/the-dark-side-of-shein-and-temu-are-

workers-exploited-do-they-use-dodgy-data-to-get-shoppers-hooked-to-buy-more

Levitt, T. (2015). Exploit the Product Life Cycle. Retrieved from Harvard Business Review:
https://hbr.org/1965/11/exploit-the-product-life-cycle

Marketin Research Foundation. (2024, November). The Latest MAPS™ Data: A Comprehensive Look
at Consumer  Behaviour. Retrieved  from Marketin Research Foundation:

https://mrfsa.org.za/the-latest-maps-data-a-comprehensive-look-at-consumer-behaviour/

Page 46 of 61 %



Moodley, S. (2014). The Status of B2B E-Commerce in the South African Manufacturing Sector:
Evolutionary or Revolutionary. Johannesburg: LINK Centre, Graduate School of Public and
Development Management, University of the Witwatersrand.

Mordor Intelligence. (2024). E-commerce in South Africa Market Size & Share Analysis - Growth
Trends & Forecasts (2024 - 2029). Retrieved from Mordor Intelligence: The Market Report
Covers E-commerce Companies in South Africa and is Segmented by B2C e-commerce Source:

https://www.mordorintelligence.com/industry-reports/south-africa-ecommerce-market

Mthembu, P., Kunene, L., & Mbhele, T. (2018). Barriers to E-commerce adoption in African countries.
A qualitative insight from Company Z. Journal of contemporary management, Volume 15, 265-
304.

Mucheka, R. (2020). An exploration of strategies used by South African companies to expand into other

African markets. Cape Town: University of Cape Town.

Mwamanda, M. (2024, May 8). Amazon’s Arrival in South Africa: A Game-Changer for the Global
Marketplace? Retrieved from Incubeta: https://incubeta.com/news-and-resources/amazons-

arrival-in-south-africa-a-game-changer-for-the-global-marketplace/

My Broadband. (2025, January 11). Checkers reveals secret to Sixty60 success. Retrieved from My
Broadband: https://mybroadband.co.za/news/investing/577984-checkers-reveals-secret-to-

sixty60-success.html

Naape, B. (2023). A descriptive analysis of barriers to entry in South African markets. Economics,
Management and Sustainability, 34-41.

National Consumer Commission. (2025, January 12). Consumer Protection Act. Retrieved from
National Consumer Commission: https://thencc.org.za/consumer-protection-act/

Ndonga, D. (2012). E-Commerce in Africa: Challenges and Solutions. African Journal of Legal Studies
5, 243-268.

Nedbank. (2024, August 04). Online shopping is still growing fast — how do you get in on the action?
Retrieved from  South  African online retail:  Marketplace  game-changer?:

https://personal.nedbank.co.za/learn/blog/south-african-online-retail

Neethling, B. (2024, December 2). Shein and Temu driving down prices in South Africa. Retrieved from
Daily Investor: https://dailyinvestor.com/retail/71219/shein-and-temu-driving-down-prices-in-

south-africa/

Page 47 of 61 %



OECD. (2024). Addressing the Tax Challanges of the Digital Economy. Paris: OECD Pubilcations.
Retrieved from OECD: https://www.oecd.org/en/publications/2024/11/oecd-digital-economy-
outlook-2024-volume-2_9b2801fc.html

Payfast by Network. (2024). 2024 State of Pay Report. Johannesburg: Payfast.

Payment Association of South Africa. (2024). Modernised Real-time Electronic Retail Payments: A

Case for Change for South Africa. Johannesburg: Payment Association of South Africa.

Pereira, L. F., Dias, A. L., & Lopes, R. d. (2021). Internationalisation business strategy via e-commerce.

International Journal of Business and Systems Research, 7-39.

Puchert, D. (2024, April 28). South Africans love Shein. Retrieved from My Broadband :
https://mybroadband.co.za/news/internet/538711-south-africans-love-shein.html

Rajgopaul, D. (2024, December 3). These retailers are dominating the South African e-commerce
market. Retrieved from IOL: Business: https://www.iol.co.za/business/advice/these-retailers-

are-dominating-the-south-african-e-commerce-market

Ryan, T. (2019, January 14). What's the next step for omnichannel grocery? Retrieved from Retail
Wire: https://retailwire.com/discussion/nrf-whats-the-next-step-for-omnichannel-grocery/

SA Government . (2023). National Development Plan. Johannesburg.

Sanam, S. (2012). Internatinalisation of South African SMMEs: The role of capital factors .

Johannesburg: Wits Business School.

Shoprite. (2024, December). Shoprite integrated report 2024. Retrieved from Shoprite:
https://www.shopriteholdings.co.za/shareholders-investors/reports-documents

Siggelkow, N. (2019). Connected Strategy: Building Continuous Customer Relationships for
Competitive Advantage. Harvard Business School Publishing Corporation.

South African Government . (2002, August 30). Electronic Communications and Transhaction Act
(ECTA). Retrieved from South African Government

https://www.gov.za/documents/electronic-communications-and-transactions-act

South African Government . (2021, June 1). Cybercrimes Act (2020) . Retrieved from South African
Government: https://www.gov.za/sites/default/files/gcis_document/202106/44651gon324.pdf

South African Government . (2024, December ). Transnet National Ports Authority. Retrieved from
South African Government : https://www.gov.za/about-government/contact-

directory/soe/transnet-national-ports-authority

Page 48 of 61 %




South African Reserve Bank. (2024). Statistics 2024. Pretoria: South African Reserve Bank.

South African Revenue Service . (2024, December). Value-Added Tax. Retrieved from South African

Revenue Service : https://sars.gov.za/types-of-tax/value-added-tax/

Statista. (2024). Marketing insights: eCommerce - South Africa. Retrieved from Statista:

https://www.statista.com/outlook/emo/ecommerce/south-africa

Statista. (2025, January 5). eCommerce - South Africa. Retrieved from Statista:

https://www.statista.com/outlook/emo/ecommerce/south-africa

Statista. (2025, January 1). Market Insights: Cybersecurity - South Africa. Retrieved from Statista:

https://www.statista.com/outlook/tmo/cybersecurity/south-africa

Stitch Money. (2023, February 15). Stitch Money Reports. Retrieved from Report: Consumer digital
payments preferences in South Africa: https://www.stitch.money/blog/report-consumer-digital-

payment-preferences-in-south-africa

Stitch Money. (2024, July 20). Research and reports: Online payments industry - Consumer
perspectives ~ South  Africa:  E-commerce.  Retrieved from  Stittch  Money:
https://www.stitch.money/reports

Suleman, F. (2024, December 2). How Shein, Temu, and Amazon are shaking up the e-commerce market
in SA. Retrieved from Bizcommunity: https://www.bizcommunity.com/article/how-shein-temu-

and-amazon-are-shaking-up-the-e-commerce-market-in-sa-255457a

Takealot. (2025, January 25). TakealotNOW. Retrieved from Takealot:
https://www.takealot.com/takealotnow

Taylor, S. (2024, March). Corporate Finance Institute. Retrieved from Quantitative Analysis:

https://corporatefinanceinstitute.com/resources/data-science/quantitative-analysis/

Thakoor, V. (2020). Market Power, Growth, and Inclusion: The South African Experience.

International Monetary Fund, 20-41.

The Competition Commission of SA. (2024). Media Center Publications. Retrieved from The

Competition Commission of SA: https://www.compcom.co.za/about-us-2/

Van Dongen, K. (2015). The internationalisation of South African retailers into Africa. Pretoria:

Gordon Institute of Business Science, Univeristy of Pretoria.

Warden, S. C., & Motjolopane, 1. M. (2014). E-commerce adoption factors: Supporting cases from

South Africa. Vancouver, Canada: Information Resource Management Association Conference.

Page 49 of 61 %




World Wide Worx. (2024, May 09). Online Retail in South Africa 2024 report. Retrieved from Peach
Payments: https://get.peachpayments.com/hubfs/Online-Retail-in-South-Africa-2024.pdf

Yang, Z., Li, H., & Gong, H. (2023). A Study on the Differentiation Strategy of Cross-Border E-

Commerce. Advances in Economics, Management and Political Sciences, 185-194.

Page 50 of 61 %



Appendix A: Theoretical Framework

Chapter 1 |
Research objective Research questions \

Chapter 2
Literature review/Theories

Chapter 3
Research methodology

Primary problem statement

Analysis of key
SA market
dynamics in the
B2C e-commerce
sector

SA's B2C e-commerce has
grown fast, with a few local
giants dominating, limiting
consumer choice and
stifling new entrants.
International players are the
only real competition, but
their presence remains
limited.

Analyse the SA e-commerce
market dynamics and identify key
factors influencing its
attractiveness to international
competitors.

What are the market dynamics
and key factors shaping the SA
e-commerce market that
influence its attractiveness to
international competitors?

Market dynamics analysis

Identify the key factors
considered by companies during
internationalisation to identify
gaps that could hinder the entry
and expansion of international
competitors.

What key factors do
companies consider during
internationalisation, and are
there structural gaps in the SA
market that hinder their entry
and expansion?

Internationalisation theories
(Eclectic paradigm, Uppsala
model)

Strategic decision-making

Evaluate SA's readiness for
foreign entrants into the B2C e-
commerce markets.

Is SA prepared for foreign
entrants in the B2C e-
commerce market?

Market dynamics analysis
Competitive analysis

Recommend strategies to attract
and prepare for the entry of
foreign companies effectively,
and to mitigate the risks
associated therewith.

What strategies would attract
their entry, and how can SA
prepare and mitigate any
risks?

Economic drivers and impacts
of e-commerce growth in SA
Implications of increased
competition for existing
players

Exploratory, holistic
study, qualitative and
quantitative (mixed
methods) including
thematic analysis
(Finding patterns in the
data)




Appendix B.1: Detailed Research Instrument

Market dynamics

Market structure and

Outcomes needed

Market Dynamics Data:
Competition (saturation, brand loyalty,
anti-competitive practices)
Timing and entry modes (first mover vs

Instruments and available secondary data that could be used

Reports on market saturation: These could include studies and analyses conducted by the Competition
Commission or industry-specific reports in SA, including data indicating the number of players in the market,
market concentration ratios (e.g., Herfindahl-Hirschman Index), and trends over time.

Research on entry modes and strategies: Academic studies that examine the timing and entry strategies

environment and
market liberalisation

Analysis  of  consumer  protection
legislation and its impact on e-commerce.
Data on tax incentives and other
regulatory incentives for international
businesses.

competition latecomer, partnerships vs. ownership) adopted by e-commerce companies. Look for data on the success rates of different entry modes (e.g., first mover
Familiarity with market advantage vs. latecomer strategies) and the prevalence of partnerships/ownership models.
Market share and sales data of various e- | Consumer surveys or market research reports: Analyse Net Performance Scores (NPS) on brand recognition,
commerce companies operating in SA. consumer preferences, and factors influencing trust and familiarity with different players in the market.
Regulatory Framework Data: SARS provides data and publications related to trade tariffs, customs processes, and import/export regulations.
Information on trade barriers, tariffs, and | (Analyse trends in tariff rates, changes in trade policies, and updates on customs procedures that may affect
customs processes. international e-commerce transactions).

Regulatory

Publications from the DTIC: The DTIC releases reports and updates on trade barriers and regulations affecting
various industries, including e-commerce. Look for insights into trade agreements, trade facilitation measures,
and initiatives to reduce trade barriers.

Consumer Protection Legislation and Impact on e-commerce: Reports from the NCC detail consumer protection
laws relevant to e-commerce, such as the CPA.

Technology
Infrastructure

Technology Infrastructure Data:
Internet and smartphone penetration rates.
Availability and usage of e-payment
systems.

Data from financial regulatory authorities such as the SARB or PASA provide statistics on adoption rates and
electronic payment transactions.

Reports from the ICASA offer data on internet penetration rates, mobile subscriptions, and smartphone
ownership.

Surveys conducted by market research firms like Nielsen or Ipsos provide insights into digital usage trends and
internet access patterns among SA consumers.

Consumer behaviour
and segmented
demographic trends

Consumer preference (price, variety and
convenience over quality and branding)
Consumer behaviour during/after various
introductions of international companies’
entry/growth of e-commerce in SA

Market research reports from firms like Bloomberg, Euromonitor International or Nielsen provide data on
consumer preferences, shopping behaviour, and factors influencing purchase decisions in the e-commerce sector.
Academic research examining the trade-offs consumers make between price, variety, convenience, quality, and
branding in online shopping environments.

Market research reports analysing the impact of new market entrants on consumer choice, competition, and
market dynamics.

Internationalisation
considerations

Emerging market and future market
expansion potential (African market)

Case studies or business analyses of successful and unsuccessful international e-commerce ventures in SA.
Reports from consulting firms like Bloomberg, McKinsey or Deloitte provide insights into emerging market
trends and growth opportunities in the African e-commerce sector.

Studies on cross-border e-commerce and regional trade dynamics within Africa.




Appendix B.2: Secondary Data Sources, Analysis Strategies and Interpretation

Conceptual framework variables ‘

Data sources Type of data Data analysis method Expected outcome for Chapter 4

Competition and
market saturation,
Timing and entry

Competition Commission reports,
Stats SA market, e-commerce
sector studies, WorldWide Worx,

Quantitative:
market share,
entry trends,

Descriptive statistics, comparative
graphs: Market concentration
ratios, entry mode patterns, and

To understand barriers to entry,

dominance of companies, and
timing strategies of foreign firms

modes, Familiarity Department of Communications saturation market saturation levels were
with market Green Paper on SA E-Commerce, levels plotted to identify dominant
Market structure . .
and competition BCG Analysis rep_orts, Market players, rate of sa}tyratlon, and
Research Foundation e-commerce market contestability.
reports, Euromonitor International
reports, Goldman Sach's report,
Payfast by Network State of Pay
report.
Trade barriers, tax DTIC publications, NCC policies, Policy Thematic analysis and To assess how SA’s regulatory
incentives, consumer customs data, legal reviews, Payfast | documents, classification by regulatory type: climate affects foreign company
protection, lobbying by Network State of Pay report, regulations Legal and policy documents were | entry and operations

transaction
data

infrastructure trends were plotted
over time to show growth,
stagnation, or disparity.

Regulatory ICSA reports, analysed to highlight patterns in
environment and trade barriers, incentives, and
market consumer protection measures.
liberalisation Policies were categorised into
"enabling,"” "restrictive," or
"neutral” clusters to evaluate ease
of doing business.
Internet/device access, | ICASA reports, SARB payment Quantitative: Descriptive statistics, comparative | To measure infrastructure
e-payment systems data, PASA publications, courier internet graphs, trend charts: readiness and accessibility for
Technology logistics reports pene_tration, Broadba_md/mobile penetration, digiFaI platforms and e-commerce
mobile access, | transaction data, and payment scaling
Infrastructure




Consumer
behaviour and
segmented
demographic
trends

Preferences (price,
convenience),
spending behaviour

Stitch Money report: Consumer
perspectives SA-e-commerce,
Competition Commission reports,
Stats SA household surveys

Survey-based,
behavioural
data
(quantified)

Data aggregation, cluster
comparison by
demographic/region: Data was
grouped by consumer preferences,
region, and spending habits.
Comparisons were made between
secondary data sources to show e-
commerce affinity.

To evaluate demand-side
readiness and segments most
attractive to foreign entrants

Internationalisation
considerations

Market expansion
potential, saturated
markets abroad, niche
offerings

International case studies (India,
Brazil, SEA), e-commerce strategy
reports

Quantitative
secondary data

Comparative case method, Data
aggregation

To explore the strategic rationale
behind international expansion
and determine whether SA’s
ecosystem reflects conditions that
attracted global firms elsewhere
helping inform entry strategy
recommendations.
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Appendix B.3: Secondary Data Validation

Market dynamics

Market structure and competition

Market share, number of active players, and entry timelines were analysed using descriptive statistics (e.g., percentages, growth rates)

Secondary data validation analysis leading to in-body analysis

to identify dominance patterns and monopolistic tendencies. Comparative graphs and benchmarking with other emerging markets
(such as those in Asia and USA) helped assess SA’s openness to international entrants. The analysis highlighted the presence of
competitive concentration and revealed key factors of market structure and competition.

Regulatory environment and market
liberalisation

Policies and regulatory frameworks were categorised into key themes (e.g., trade restrictions, tax policies, compliance complexity,
consumer rights) and assessed for their impact on e-commerce in SA. Thematic sorting and policy scoring revealed both enablers and
friction points that impact market entry. Key findings highlighted challenges such as import duties and regulatory complexities under
the DTIC guidelines, which create barriers for international businesses.

Technology Infrastructure

Descriptive statistics, comparative graphs, trend charts and benchmarking analyses were used to evaluate the readiness of SA’s digital
infrastructure, including key metrics like smartphone adoption, internet penetration (urban vs. rural), and digital payment system usage.
The study identified gaps in mobile network coverage and last-mile delivery services, highlighting areas where foreign investment or
partnerships could bridge these barriers and improve digital access for a wider population.

Consumer behaviour and segmented
demographic trends

Secondary data was collected through survey data which was grouped by consumer demographics and analysed to identify behavioural
trends (e.g. preference for mobile vs desktop shopping). Cluster analysis was used to segment the market and evaluate which groups
are more open to international platforms. This supported the identification of untapped or underserved segments.

Internationalisation considerations

By reviewing international expansion cases (e.g. India’s Flipcart, Brazil’s Mercado Libre), common strategies and success factors
were extracted and mapped against the SA context. This inferential approach helped assess whether similar market-entry success could
be replicated in SA and what conditions are necessary.




Appendix C: SA e-commerce landscape dominating players

The table is extracted from the 2024 study by BCG, titled ‘Foreign e-tailers are here! Is South African
e-commerce ready?’ and draws on data from the Euromonitor Retail in SA dataset (extracted in April
2024) (Kingombe, Wadher, & Vishakha, 2024). This dataset provides detailed insights into the retail
landscape, including market sizes, company shares, and growth forecasts across various retail channels.
It utilises data from official statistics, company reports, and in-country research, processed through
advanced data science techniques for accuracy. This rigorous methodology ensures reliable insights,

supporting studies like BCG’s 2024 report on SA e-commerce readiness.

) A Approximate share of e-commerce market!
@ ’ \) ITII,I )
, =
\ L1 3506 25% 20% 13% 5% 2%
Player? E-comm Online Multi- 3P Market- | Fashion Electronics, Groceries | Home & Beauty and | Others (pet,
market only?? Category?* | place?® (apparel, toys and and Electronics | personal books, etc.)
share shoes, games Alcohol care
accessories)
Takealot.com | 15-20% (] () o
Checkers 12 - 15% . .
Woolworths 8-10% ® ® ®
Superbalist.com 5-6% .
Amazon .
Shein . .
Temu e o
Pick n Pay ' . .
Bash e o
Makro . .
Mr Price .
Incredible 45 - 55% .
Truworths .
Builders
HomeChoice
Exclusive
Books
Sportsmans
Warehouse . .
Others (non- Cotton On  Samsung Food Home etc. Estee Absolute
\ Lovers . Lauder
exhaustive) Aldo Toys R Us Coricraft . Pets
Market Companies

1. E-commerce Retail Sales Value (excl. tax) by category
2. Excluded brands with less than 1% market share

3. Brand is online only if their branded goods are only available online

4. Brand is considered multi-category if they offer 2+ categories

5. Brand is a marketplace i.e. if it has 3" party sellers on platform

Source: Euromonitor Retail in South Africa dataset (extracted Apr 2024), Local companies reports, BCG Analysis

Figure 14: SA e-commerce landscape showing dominant players (extended)



The SA B2C e-commerce market is dominated by a few key players, with the 4 largest platforms holding
a 45 —55% market share. Several other competitors maintain shares ranging from 5% to 20%, reflecting
a fragmented yet competitive landscape, as seen in Figure 14. Notably, all major platforms have an
online presence and offer a multi-category shopping experience. A significant portion also functions as
third-party (3P) marketplaces, demonstrating the increasing role of marketplace models in driving e-
commerce growth. This shift suggests that third-party sellers are becoming integral to SA’s digital retail
space, fostering a broader selection of products and more competitive pricing (Kingombe, Wadher, &
Vishakha, 2024).

In terms of category distribution, fashion (35%) and electronics, toys, and games (25%) are the largest
segments, followed by groceries and alcohol (20%). While home and electronics (13%) and beauty and
personal care (5%) contribute smaller shares, they remain essential for market diversification. The
dominance of fashion and electronics aligns with global e-commerce trends, where discretionary
spending remains a primary driver of online retail. The presence of grocery and alcohol sales indicates
a growing consumer shift towards purchasing essential goods online, reflecting an expansion beyond
traditional e-commerce categories. This trend is likely to continue as logistics infrastructure improves

and last-mile delivery solutions become more efficient.

Additionally, the relatively small share of "other" categories (2%), which includes pet products, books,
and miscellaneous items, suggests that niche markets remain underdeveloped in SA’s e-commerce
ecosystem. This presents an opportunity for specialised online retailers or existing platforms to expand
their offerings and capture underserved segments. The increasing adoption of e-commerce, driven by
rising internet penetration, digital payment solutions, and enhanced consumer trust, will likely support
further diversification and growth across all categories in the coming years.
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Appendix D: Secondary data collection analysis of Stitch Money

The Stitch Money Report: Consumer Perspectives SA — e-commerce utilised secondary data collection
through a survey conducted by Yazi, a SA consumer research firm (Stitch Money, 2024). The survey
included approximately 350 SA men and women, representing diverse age groups, income levels,
locations, and lifestyles. All respondents had made at least one online purchase in the past six months,
providing insights into their shopping preferences and online payment behaviours.

The gender distribution of respondents showed that 61% were women and 39% were men, suggesting
that female consumers play a significant role in SA’s e-commerce market, as seen in Figure 15 (Stitch
Money, 2024). Age segmentation revealed that 38% of respondents were between 18-30 years old,
followed by 34% in the 30-40 age group, 21% between 40-50 years old, and 8% over 50 years old. This
distribution shows the dominance of younger consumers in online shopping, aligning with broader

global e-commerce trends where younger demographics show higher digital adoption rates.

Income levels among respondents varied, with the majority earning between ZAR 6,000 and ZAR
50,000 per month. Higher-income brackets (ZAR 50,000+) constituted a smaller percentage, indicating
that middle-income earners are the primary drivers of e-commerce growth in SA. These insights suggest
that affordability, convenience, and trust in digital payment systems are critical factors influencing

consumer behaviour in the local online retail sector.

Men, 39% Women, 61%

\ 4
38% 34% 21% 8%

18 - 30 years 30 - 40 years 40 - 50 years 50+ years

<R 6,000 p/m [N 4%

R 6,000 - R 11,000 p/m [ 11%

R 11,000 - R 20,000 p/m [ 20%

R 20,000 - R 35,000 p/m | 23%

R 35,000 - R 50,000 p/m [ 19%

R 50,000 - R 75,000 p/m [ 12%
R 75,000 - R 100,000 p/m DD %
>R100,000 p/m | 5%

Figure 15: Demographic and income distribution of SA Online Shoppers
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Appendix E: Amazon’s market entry strategy and global e-commerce trends

Amazon's entry into SA in 2024 followed its time-tested expansion playbook (Figure 16), emphasising

seller onboarding, fulfilment infrastructure and multi- category expansion (Kingombe, Wadher, &

Vishakha, 2024). It launched with a diverse product range while leveraging local logistics partnerships

with The Courier Guy and DPD Laser for deliveries. Amazon's strategy includes the gradual

introduction of Prime services, advertising solutions, and private-label brands, similar to its previous

expansions in Australia and India. The company’s ability to integrate into local ecosystems, enhance

logistics capabilities, and attract independent sellers is crucial to its long-term success in SA.

o— Overall Strategy —e

Amazon’s Time-tested Playbook

Build

Foundations

Pre-launch

0 pssemble
Seller Base

Local Seller Base
« Launched Vendor
Central & Seller
Central in South

Africa in Oct 23

Seller onboarding in
progress (at launch
Amazon Australia had
2,000 sellerst)

Offers 3 fulfilment
options, including
FBA? for 3P sellers
Has no seller fee until
Dec *24 to acquire 3P
sellers

>60% of products sold
globally on Amazon
are from independent
sellers

Existing International

sellers

« International partners
& brands are not yet
available on
Amazon.co.za

@ Launch strategy

1. marketplacepulse.com
2. Fulfilment By Amazon

3. Pudo is a locker delivery system offered by The Courier Guy

Amazon Launch

7 May 2024

Create
Fulfilment
Infrastructure

Partner with carriers

Partnered with ‘The
Courier Guy’ & ‘DPD
Laser’ for deliveries
and Pudo?® and Pargo*
for pickup points to
serve remote areas

Delivery offering

Free on first order,
and subsequent orders
>ZAR 500

Same- & next-day
delivery on certain
products

Fulfilment centres

* Likely have fulfilment
centres in Cape Town
& Johannesburg®

Amazon Fleet

* Plan to build own
delivery fleet and
smaller hubs to serve
near rural areas

Increase
A Category
Participation

Wave 1 categories

* Launched with Books,
Beauty, Office,
Gaming, Health &
Personal Care, Home
& Kitchen, Sports &
Outdoors, Garden,
Toys & Games,
Electronics & Pets

* SA-specific: Braai
tools, Load shedding

» 150k SKUs launched

on first day, more
expected

Additional categories

* Launch Fashion, Auto,
etc.

* Amazon Basics

» Beer, wine & spirits;
Amazon Fresh

Secure
customer base
6 — 12 months
post launch

.o

“., Acquire New
Customers

Customer service

& A-Z guarantee

 Dedicated 24/7
customer services
team

» 30-day returnsin
place

Amazon Prime
Delivery

* Likely to offer Prime
delivery in major
urban areas along with
prime video streaming

Amazon Ads

 Launch Amazon
online advertising
platform for local
sellers that provides
advertising solutions
and tools for
businesses of many
sizes

Talent Acquisition is a core enabler of the market entry

© Expected next steps based on other market entries

4. Pargo is a logistics company that offers parcel delivery services and operates a network of pick-up sites
5. mybroadband.com
6. App now available on App stores since support extended to South Africa

28

Increasing
monetisation
Long-term
projects

Expand
Services
Alexa Smart
Home Ecosystem
« Confirmed support for

Alexa in South Africa
in ‘24 & 256

o
Subscribe & Save
* Plan that offers
savings on pre-
scheduled purchases

Amazon Hubs

« Set up own physical
pick-up locations &
lockers for collections

Full Prime Package

+ Expand to full
Amazon Prime
offering like Audible,
music, etc. with local
content

© Not expected in the next two years

Source: Amazon.co.za, BCG Experience, BCG Analysis

Figure 16: Amazon used its time-tested playbook to launch in South Africa
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Amazon’s flywheel strategy in emerging markets, such as India, United Arab Emirates (UAE), Brazil,
and the Netherlands, demonstrates its adaptability to local competition and consumer behaviour, as seen
in Figure 17 (Euromonitor International, 2024). In India, Amazon launched in 2013, aggressively
investing ZAR 24 billion (USD 284 million) in 2014 to compete with Flipkart. In the UAE, Amazon
acquired Soug.com in 2019, leveraging an existing customer base and supplier network to accelerate
market penetration. However, in Brazil and the Netherlands, strong incumbents (Mercado Libre and
Ahold, respectively) managed to defend their market share by reinforcing fulfilment networks and
customer value propositions, limiting Amazon’s growth (Kingombe, Wadher, & Vishakha, 2024).
These cases highlight that Amazon thrives in fragmented markets but faces challenges against well-

established regional leaders.

Figure 17 (Euromonitor International, 2024) illustrates Amazon’s varying success across different e-
commerce markets. In SA, where players like Takealot and Checkers Sixty60 hold strong positions,
Amazon may need to adapt its pricing, logistics, and category expansion strategies to gain traction. The
company's long-term growth will depend on its ability to localise services, enhance convenience, and

build trust with SA consumers.

E-commerce market share (%)

(a) India (b) UAE (c) Brazil (d) The Netherlands
50%  Flipkart Walmart 30% _/Amﬂ)ﬂ 40% ME:E?SO 30% Ahold
40% —— 25% 25%

30%
30% 20% 20%
Amazon 15% Noon 20% 15%
20%
10% Amazon 10%
0,
10% 0 10% _/\/\ 5% Amazon
0% 0% 0% 0%

2012 2014 2016 2018 2020 2022 2018 2020 2022 2024 2014 2016 2018 2020 2022 2012 2014 2016 2018 2020

Local incumbent Flipkart 3

was acquired by Walmart Source: Flywheel (a & d); Euromonitor e-commerce brand shares (b & c)

Figure 17: Amazon's success entering e-commerce markets
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