
CHAPTER 4.  THE TRENDS OF THE INTERNET 

 

 The continuing growth of internet penetration is the first and surest thing we can 

say about the future of internet. Inevitably, more and more people will get involved 

with the cyber space, create and exchange digital information into a larger portion of 

their lifestyles. This chapter provides the estimates and forecasts for the future of 

internet, in terms of industry and consumption. However, no one can say for sure how 

accurate these projections are and how internet can surprise us like it has been.  

 

 Firstly, general trends will be projected, and 3 industries including e-commerce, 

sports and games will be discussed for their future outlook. Secondly, this papers 

predicts the consumption trends and the type of content that user will pay for, and 

provides the optimal payment method for the firms to charge its users. 

 

4.1 Industry Trends 

 

 Internet demographics for 2004 were estimated from 709.1 million (eMarketer) 

to 945 million (Computer Industry Almanac). Internet Data Corporation (IDC) reports 

that broadband adoption by consumers will be the largest and fastest-growing sector 



of the internet traffic market by 2007, by then high-speed access will become the 

norm for residential internet users. Today, only about 22 per cent of all US internet 

homes use broadband connections. By 2008, the report estimates that the percentage 

will have risen to more than 70 percent. Cable modem service will continue to be the 

most widely used form of broadband access in the US, and in the Asia / Pacific region, 

ADSL will dominate according to IDC. About 65 percent compared to 32 percent of 

cable modems. 

 

E-Commerce 

 By the end of 2002, Nua Internet Surveys has found that the revenue for US 

e-commerce racks up to 1.33 trillions in B-to-B business, a 58% increase from the 

previous year, and nearly three-fold jump from two years ago. The growth has been 

impressive and many believed this rapid growth will continue at least for the next 

several years. Figure 16 summarized the growth of e-commerce in US for the past 5 

years. 

 



  

Figure 16. US E-Commerce 1998 – 2003. (Source: NUA Internet Surveys) 

 

 eMarketer predicts that worldwide B2B ecommerce revenues will surpass 

USD1.4 trillion by the end of 2003. And by 2004, worldwide ecommerce revenues are 

expected to total USD2.7 trillion. According to the research company’s latest report, 

the US will account for over one-half of worldwide revenues this year. At the end of 

2003, B2B ecommerce revenues in the US will total USD721 billion. By 2004, the 

US ecommerce revenues are expected to reach USD1.01 trillion. The report also 

reveals that 70 percent of companies have experimented with purchasing online, but 

less than 10 percent of their total spending is currently being channeled via the 

Internet. This is illustrated in Figure 17. 
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Figure 17. B-to-B E-Commerce Growth 2003 – 2004 (Billions US $) (Source: 

eMarketer) 

 

 In the B-to-C sector, Jupiter Research surveyed to a key question: will you likely 

to buy online? 71.2 percent of the 2002 respondents answered affirmatively, compared 

to 66.1 percent in 2001, and 54.5 percent in 2000. The future of e-commerce 

continues to brighten, according to Jupiter's research. Driven by online population 

growth, increased spending by buyers, and higher percentages of online shoppers (142 

million consumers or 65 percent of the online population will have made a purchase 

online by 2007) Jupiter expects online retail spending to reach $105 billion by 2007, 

accounting for 5 percent of all U.S. retail spending and influencing 34 percent of all 

U.S. retail spending. 

  

 IDC surveyed of more than 750 “clicks-and-mortar” enterprises and revealed 

positive feedbacks about the internet adoption rate, implementation strategies and 



investment plans for web services. A sample of the findings included that four out of 

five enterprises intend to undertake web services projects over the next three years, 

and nearly one in four have already completed an internal solution using web services. 

Organizations plan to utilize web services for a variety of business solutions; Web 

services will become the dominant distributed computing architecture in the next 10 

years and will eventually define the fabric of computing, according to IDC. Web 

services will drive a total software, services, and hardware opportunity in the U.S. of 

$21 billion by 2007 and will peak at $27 billion in 2010. 

 

Sports Business 

 A collaborative report from Screen Digest and ArkSports Limited indicates that 

there will be more than 113 million sports broadband users globally by the end of 

2005, surging to more than 309 million by the end of 2008 and resulting in $6.4 

billion in revenue by the end of 2008. The U.S., China, Japan, Germany and South 

Korea are expected to lead the sports broadband services market to over $344 million 

by the end of 2002.  

 The report finds that sports fans will pay for content only if it is not readily 

available elsewhere and the price is reasonable. A profile of the interactive sports fan 

reveals an individual who has more leisure time than the non-sports fan, higher 



disposable income, and is more likely to spend money online. The interactive sports 

fan has been identified as someone who is likely to own more mobile phones, 

interactive TVs and Internet appliances than non-sports fans.  

 Jupiter Research identifies online ticketing of sporting events to be a big 

money-maker in the U.S., almost tripling from $450 million in 2002 to $1.2 billion in 

2007. Paid sports digital content will also triple, but will remain on a much smaller 

scale, growing to $106 million from $37 million in 2002. Jupiter expects the U.S. 

online entertainment segment, which included sports, games, filmed entertainment, 

and music to reach a total of $15.7 billion by 2007. This is summarized in Table 8. 

 

Table 8. US Online Sports Revenue 2002 – 2007 

 Ticketing Digital Total 

2002 $450m $37m $487m 

2003 $591m $50m $641m 

2004 $743m $64m $807m 

2005 $902m $78m $979m 

2006 $1.060b $92m $1.151b 

2007 $1.218b $106b $1.324b 

Source: Jupiter Research 
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Figure 18. US Online Sports Revenue 2002 – 2007. (Source: Jupiter Research) 

 

Games 

 Market researcher IDC predicts that total U.S. revenue from online gaming will 

increase almost 50 percent annually over the next few years, from $210 million last 

year to $1.8 billion in 2005. According to the IDC, online gaming will grow nearly 50 

percent each year with U.S. revenue climbing from $210 million last year to $1.8 

billion in 2005. Jupiter Media Metrix has reported a similar growth forecast with U.S. 

revenue climbing to $2.55 billion by 2006. The increase in the number of online 

gamers continues to grow, keeping in line with the rapid escalation of people 

accessing the Internet. Online gaming sites generated an estimated $1.5 billion in 

2000, and they are expected to generate over $6.3 billion by 2003 and over $10.7 

billion by 2005, as shown in Figure 19. Similar to online gaming, the internet 

gambling industry is also booming, and future revenue growth is expected to thrive. A 



Christiansen Capital Advisors research shows that there were approximately 4.5 

million internet gamblers around the globe in 2000, and it will grow to 20 million 

globally within the next several years.  

 

 

Figure 19. Projected Internet Gaming Revenue Growth 

 

 Beside internet demographics and specific industries, another trend of internet 

industry we can not overlook is business integration – “The big gets bigger” and they 

are taking over the internet gradually by merging smaller counterparts. Big 

corporations have a significant and growing presence on the internet. The study done 

by Jupiter Media Metrix shows the internet sites which provide chat and message 

board services are disappearing at an alarming rate, in March 2002 only 14 companies 

provided these services as compared to 110 two years ago. As the internet becomes 

more commercialized, major companies are able to use the lawyers, trademarks and 



copyrights, proprietary technology and deep corporate pockets to control what 

internet users do and say, threatening the openness that made the internet unique. 



4.2 Consumption Trends 

 

 We know that online population will grow and so will the online spending. 

However, what type of products or services that people are willing to pay is a big 

question that firms wanted to find out. For the firm to generate online revenue, which 

method of payment is most favored and suitable for them? We will now discuss this 

issue and predict the consumption trends of the internet business. 

 

Pay for Contents 

 According to InternetNews, paid content market is set to grow, consumer 

spending on paid internet content will reach USD2 billion in 2003. Also, according to 

a new study from Jupiter Research, the paid content market will grow 30 percent 

compared to 2002. The company forecasts that the paid content market will grow at 

an annual rate of more than 20 percent until 2007, when it will be worth USD5.4 

billion. Jupiter Research predicts that syndication revenues for consumer content will 

reach USD1.4 billion in 2007. However, the research company forecasts that online 

advertising will continue to be the main money-spinner for online media outlets with 

Internet ad spending set to reach USD14 billion in 2007, up from USD6.2 billion in 

2003. 



 Indeed, more internet users are showing willingness to pay for content online, 

subscribing to news sites, or paying fees to know someone. Consumers’ online 

spending pattern is slowly changing and many believed that there will be less free 

lunch on the web in the future (Treese & Stewart, 2002). 

 The internet content providers had been encouraged by a very recent surge of 

content sales in several emerging categories, notably personals and dating sites, one of 

the fastest-growing categories, with $72 million in sales in 2001. In 2002, online 

dating category surpassed both business and entertainment to become the largest paid 

content category with USD302 million in revenues, increase by 320% from the 

previous year; the fact that business and financial news sites come second was a little 

surprising and disappointing given that financial sites started selling content relatively 

early in the history of the web. 

 In addition, there has been a sudden growth of revenue among sports sites, which 

are selling subscriptions to fantasy sports leagues and access to sports news and 

statistics, and among online greeting card companies, some of which now charge 

people to send virtual cards. For example, American Greetings.com has accrued 1.5 

million subscribers, who pay $11.95 a year, since it started selling subscriptions in 

December, the system worked very well. The growth in these categories suggested 

that businesses are beginning to figure out how to package their services in ways that 



appeal to consumers, and that consumers are overcoming the idea that content on the 

internet should be free. One common theme among sites that are successfully 

charging for content is that they have created an audience eager to return for 

information or services on a frequent basis. 

 By 2006, Jupiter predicts the top 8 types of content in US, in which people are 

willing to pay for. Online music, games and audio-visual entertainment top the list, as 

illustrated in Figure 20. 

 

 

Figure 20. Estimated Top 8 US Online Content Revenue in 2006. (Source: Jupiter 

Media Metrix 2002) 

 

 In Europe, paying for content appears to the trend as well. Jupiter’s analysis of 

Europe indicates that €2.36 million in paid online content is likely to be generated in 

2007, with the preponderance coming from online games. Table 9 summarized their 

finding on estimated spending on different types of content. This result is close to 



their US counterparts, that online games and music will far exceed others for 

consumers to pay. 

 

Table 9. Paid Content Revenues in Western Europe, 2002-2007 (Euro in millions) 

 2002 2003 2004 2005 2006 2007 

General news and archives 6 19 32 46 61 78 

Audio/video entertainment 5 38 88 162 277 424 

Adult entertainment 266 297 330 363 393 422 

Financial and business news 22 41 61 82 101 121 

Other content (eg. sports, 
health, kids) 

10 27 53 84 127 183 

Digital music 9 26 65 136 285 550 

Online games 43 96 176 285 418 589 

Total content revenues 361 544 806 1,158 1,662 2,366 

(Survey includes: Germany, Austria, Switzerland, UK, Ireland, Sweden, Denmark, 

Norway, Finland, Netherlands, Belgium, Luxembourg, France, Italy, Spain, Portugal, 

and Greece) (Source: Jupiter Research, January 2003) 

 

Business Model That Works 

 Although consumers are opening their wallets to pay for online content, Jupiter's 



researchers found that for the next 18 to 24 months, online media house will generate 

60 percent to 70 percent of revenues from advertising, which remains as the main 

source of income. In comparing with different internet business methods, annual 

subscriptions also continue to be one dominant pricing model, accounting for 41 

percent of sales in 2002, according to Jupiter Research and Nua.com, and it will 

continue to be for at least 3 to 5 years. The monthly subscription model is becoming 

increasingly popular in the games and general news categories. For the growing paid 

content market, the online advertising model remained as the "best opportunity" for 

most online media businesses. Jupiter Research is projecting paid content will grow at 

an annual rate of more than 20 percent until 2007, when it will reach $5.4 billion and 

the syndication revenues for consumer content will grow from a very small base in 

2003 to $1.4 billion in 2007. At the same time, online advertising spending will reach 

nearly $14.0 billion in 2007, up from $6.2 billion in 2003. Using a multi-channel 

model is crucial in diversifying the income source, as well as flexibility in the 

financial structure. Overall, Yahoo.com was the leading web destination by consumer 

content revenue in 2002, followed by Match.com, Real .com Classmates.com and 

WSJ.com.7 

 In any case, all researches lead us to one common finding, that is slowly but 

                                                 
7 http://webstream.net/company/news_and_press_releases?MNID=41  accessed on April 2, 
2003 



surely, people worldwide are paying for the service on the web, whether its 

match-making, banking and investing, music or movies, education, or other 

information, suppliers will have to bundle content with values to make both end 

happy. 

 


