
CHAPTER 3.  INTERNET CONSUMER REVIEW 

 

 The invention of the internet has forever altered the world we live in. Not since 

the industrial revolution have we seen such profound change in the way we work, 

shop, get information, and conduct business. This paper now turns to the consumer 

side of the internet business, first we will review the current internet demographics, 

user activities, type of connection, and secondly we will analyze the consumer 

behavior including product purchased online, who buys online and how much in 

average spending. All empirical findings and internet surveys are valid up to the end 

of year 2002. By the end of this chapter, we can base on these findings to forecast the 

future, which will be projected in the next chapter. 

 

3.1 Internet Users Review 

 

 According to National Telecommunications and Information Administration 

(NTIA), an agency of the U.S. Department of Commerce, internet use in the United 

States is growing at a rate of 2 million new internet users each month, as indicated in 

their 2002 annual report. The study, "A Nation Online: How Americans Are 

Expanding Their Use of the Internet", found that 143 million Americans (54 percent 



of the population) used the internet in September 2001. That's a 26 percent increase 

over August 2000. Another internet research done by UCLA found that the overall 

internet access remained stable from 2001 to 2002, more than 70 percent of 

Americans in 2002 went online, compared to 72.3 percent in 2001, and 66.9 percent 

in 2000. While the number of internet users stabilized in 2002, the number of hours 

online continued to increase, rising to an average of 11.1 hours per week in 2002, up 

from 9.8 hours in 2001 and 9.4 hours in 2000. The research also found that almost 60 

percent of users have internet access at home, a substantial increase in only two years 

from the 46.9 percent of users who reported home internet access in 2000. 

 

Table 2. Internet Access and Hours Online in US 

 2000 2001 2002 

Total Americans who use the Internet 66.9% 72.3% 71.1% 

Internet use at home 46.9% 58.4% 59.3% 

% of students who use the internet at school 59.9% 72.9% 73.7% 

% of employed who use the internet at work 42.3% 51.2% 51.2% 

Average numbers of hours online per week 9.4 9.8 11.1 

Source: The UCLA Internet Report 2003 

 



 Both studies agreed that internet access spans every age range, and in some age 

ranges, internet access approaches 100 percent, children and teenagers are the most 

likely to use the internet and computers. NTIA found that over ninety percent of 

children between the ages of 5 and 17 (48 million) now use computers, 75 percent of 

14 to 17-year-olds and 65 percent of 10 to 13-year-olds use the Internet. It is no 

surprise that households with children under age 18 are more likely to have internet 

access than those without children (62 percent versus 53 percent). Moreover, UCLA’s 

research shows that internet use is highest among those age 35 and under, with 

especially high use among those age 18 and under, but the older age group is showing 

steady growth; more than one-third (34 percent) of those over 65 went online in 2002, 

up from 29 percent in 2000. Gender-wise, there is almost equal numbers of men and 

women use the internet, with men holding a slight edge. 

 



Table 3. Internet Use by Age 

 2000 2001 2002 

Age 12 – 15 83% 91% 97% 

Age 16 – 18 91% 99% 97% 

Age 19 – 24 82% 81% 87% 

Age 25 – 35 81% 81% 83% 

Age 36 – 45 72% 81% 73% 

Age 46 – 55 73% 76% 72% 

Age 56 – 65 55% 59% 64% 

Age 65 or above 29% 31% 34% 

   Source: The UCLA Internet Report 2003 

 

Table 4. Internet Use by Gender 

 2000 2001 2002 

Male 73.5% 74.3% 73.1% 

Female 66.0% 70.8% 69.0% 

   Source: The UCLA Internet Report 2003 

 

 In terms of internet activities, NTIA found the most popular use for the internet 



is still e-mail, which is used by 45 percent of the overall population, up from 35 

percent in 2000. According to the study, approximately one-third of Americans use 

the internet to search for products and service information, 36 percent, up from 26 

percent in 2000. Among internet users, 39 percent are making online purchases and 

35 percent are searching for health information. It is shown in Figure 9. 
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Figure 9. Internet Activities by NTIA Report (Source: NTIA Annual Report 2002) 

 

 E-mail and instant messaging also top the UCLA list of the most popular internet 

activities in 2002, other included web surfing, news reading (Product / Service 

Information as in NTIA report), shopping and buying online, and accessing 

entertainment information. Table 5 shows the top 5 online activities in percentage of 

users in the last 3 years. 

 

 



Table 5. The Top Five Most Popular Internet Activities in US 

 2000 2001 2002 

1. E-mail and instant messaging 81.6% 87.9% 87.9% 

2. Web surfing or browsing 81.7% 76.3% 76.0% 

3. Reading news 56.6% 47.6% 51.9% 

4. Accessing entertainment information 54.3% 47.9% 46.4% 

5. Shopping and buying online 50.7% 48.9% 44.5% 

Source: The UCLA Internet Report 2003 

 

 Other than the top 5 activities mentioned above, top 6 to 10 online activities for 

the year 2002 also included hobbies (43.7%); travel information (36.2%); medical 

information (35.5%); playing games (26.5%); and tracking credit cards (24.2%). 

  

 Dial-up access is still the norm for most Americans that access the internet, with 

76 percent of the population, as shown in Figure 10. This number is very close to the 

UCLA study. Both researches concluded that broadband access is growing at a rapid 

rate, and modem access has declined fast. 
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Figure 10. Internet Use by Type of Connection in US by the end of 2002. (Source: 

Combined results from several studies) 

 

 Many research centers tried to measure how many are online worldwide, 

Nielsen/NetRatings reported 580 millions, another measure from International 

Telecommunication Union (ITU) resulted 655 millions. Although the numbers differ, 

consensus is that worldwide internet penetration keeps increasing at a substantial rate, 

almost ten percent of the world population now has access to the internet, according 

to newly released figures from Nua.com, who is a reliable source for internet statistics 

and surveys. The global internet audience had grown to 580.78 million people, a rise 

of 173.68 million since December 2000 when the total internet audience stood at 

407.1 million. The study indicates that for the first time ever, Europe has the highest 

number of internet users in the world, beating fast-emerging Asia/Pacific and the 

combined US and Canada online population. Table 6 shows the breakdown by 



geographical regions.  

 

Table 6. Internet Usage by Geographical Regions. (as of May 2002) 

World Total 605.60 million 

Africa 6.31 million 

Asia/Pacific 187.24 million 

Europe 190.91 million 

Middle East 5.12 million 

Canada & USA 182.67 million 

Latin America 33.35 million 

  Source: Nua Internet Research 

 

 By the fourth quarter of 2002, according to Nielsen/NetRatings’ “2002 Global 

Internet Trends Report”, the internet penetration has increased 4 percent among the 11 

major internet-developed countries (US, Spain, Germany, UK, Italy, Brazil, France, 

Holland, Sweden, Hong Kong and Australia) , reaching 580 millions in total 

population. Among the 11 countries, US has the most online adult, Sweden has the 

highest internet penetration, and Spain showing the largest growth with 22%. 

However, 33% of the world was not included in the study. 



  

 Another research from Ipsos-Reid, an online research firm, indicates that internet 

users are going online more frequently. The survey found that the US has the highest 

incidence of internet usage with 72 percent of the population going online once within 

the previous month. Canada boasts the second highest internet penetration rate with 

62 percent of adults reporting that they had gone online at least once in the last 30 

days. And South Korea came in third with 53 percent. Other leading countries are UK, 

Japan, Germany and France.  

 

 Thus, all internet researches seemed to come to one conclusion that is internet 

continues to extend its reach to all corners of the world, and people are becoming 

increasingly reliant on the internet on their everyday lives. 

 

3.2 Consumer Behavior 

 

 According to market research institute ComScore Networks, by the fourth 

quarter of 2002, the total online spending in US exceeds 20.7 billions, a 19% growth 

as compared to the same time last year, in which travel product or service boasted the 

highest growth with 23%. Other surveys addressing internet consumption, ask what 



sells the best on the internet? Smith (2002) from E-commerce Times said things that 

sell best online are products that have the least surprise and the least variability, books 

and music, by a landslide, are the top-selling items on the web, because buyers know 

exactly what they are getting, and the items sold are small and flat enough to be 

shipped conveniently. Smith added that items like gourmet foods, wine and jewelry, 

for which tastes can vary broadly, are a much harder sell online, as are perishable or 

fragile products that cannot be shipped as easily as books. Several researches from the 

Yankee Group and Gartner Group (2001) have found that electronics, software, CD’s, 

books and toys top the buying list. This finding is similar to the annual research done 

by UCLA, the combined results are summarized in Table 6, the poll was surveyed 

among people who has purchased online within 12 months. 



Table 7. The Top 6 Types of Products Purchased Online in 2001 

Product Users 

Books 29.3% 

CDs 26.5% 

Travel 25.7% 

Electronics 20.6% 

Software / Games 14.6% 

Toys and Gifts 11.3% 

    Source: Combined results of several studies 

 

 In the last 3 years of study, the UCLA report found that fewer adults bought 

online in 2002 than in 2001 or 2000. However, although the overall number of buyers 

in 2002 declined, their average number of purchases increased substantially from last 

year. The average dollars spent by online buyers in 2002 also increased substantially 

over 2001, but was still lower than in 2000. These findings suggest that internet 

buyers are making more purchases, but they are spending less per purchase. Figure 11 

to 13 illustrated the results for numbers of users purchase online, average dollar spent 

on purchase and frequency of online purchase in respective years. 
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Figure 11. Internet Users Who Buy Online. (Source: The UCLA Internet Report 

2003) 
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Figure 12. Internet Purchasing On Average Dollar Spent. (Source: The UCLA Internet 

Report 2003) 
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Figure 13. Average Dollar Spent Per Year in US Web Surfer Over 14 Years of Age 

(Source: eMarketer 2002) 

 

 Many internet purchasers say they waited months or years before buying online. 

Almost half of internet buyers (49.3 percent) in 2002 waited more than two years after 

going online before making their first purchase. One-third waited more than three 

years. Why the wait or lack of interest? The number 1 concern to online purchases is 

security, giving away credit card numbers. Other reasons to stop people from buying 

online included concern about deception; not sure which is cheaper, online or local 

retail; don’t know where they can find the things they want; don’t know how to use 

the technology or do not own a credit card. 

  

 We are so sure that the internet penetration will increase in the future, what about 

online purchasing: will it increase with the online population? A growing number of 



internet purchasers in 2002 reported that their online buying is likely to increase. 

When asked if they will probably make more purchases online, 71.2 percent of 2002 

respondents agreed or strongly agreed, compared to 66.1 percent in 2001 and 54.5 

percent in 2000. The survey is graphed in Figure 14. 
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Figure 14. Are You Likely To Increase Online Purchasing? (Source: The UCLA 

Internet Report 2003) 

 

 Even though the online spending is likely to increase, what about free online 

services, will internet users pay for them? Growing numbers of internet users say they 

would be willing to pay for an online service that is currently free. When internet 

buyers in 2002 were asked if they would be willing to pay a reasonable price for a 

free online service if it became a pay service, 47.0 percent agreed or strongly agreed, 

% of Purchasers 



compared to 42.4 percent in 2001. 
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Figure 15. Would You Pay For A Free Online Service If It Becomes A Pay Service? 

(In Percentage of Purchasers) (Source: The UCLA Internet Report 2003) 

 

 The internet is an ongoing project for researcher, business owners and users to 

keep monitoring and practicing. Its evolvement and social impact is waiting to be 

experienced by all of us. 

 

3.3 Chapter Summary 

 

 North America, Asia Pacific and Europe boasted over 90% of the total internet 

population worldwide. E-mail service is the number 1 reason for people to go online 

% of Purchasers 



and dial-up is still the major type of connection. People are likely to increase both 

time and spending online, books. CD’s and travel product are the top 3 commodities 

purchased online right now and very likely to rise with the increasing online 

population or potential consumers. 

 

 In the next chapter, based on multiple literature reviews and survey findings, this 

paper projects the future of internet in terms of different industries and user 

consumption. These trends do not represent the exact direction nor can predict the 

exact statistics into the future of internet, but only serves as one of useful reference for 

the future researchers. 

 


