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T

o assess the current state of the connected home
market and determine how it is likely to evolve
over the next year, Internet Home Alliance
sponsored a comprehensive Web survey. Approximately
1,800 online consumer panelists between 18 and 64
years of age participated across the U.S. The sample was
divided equally into three separate lifestyle domain or
‘ecosystem’ tracks: Entertainment, Family and Career. A
similar study was conducted during 2003.
Within each track, two groups of consumers participated: primary market and mass market. The primary
market accounts for about 42% of U.S. households.
These consumers tend to be early adopters of new technology and have a serious interest in the connected
home concept. They also are more likely than mass market consumers to have higher incomes, work in professional, ‘knowledge worker’ jobs, and have children in
the home. Mass market consumers make up 58% of
households, and are less likely to adopt new technologies or have interest in the connected home concept.
This executive summary focuses on the entertainment ecosystem portion of the research.

Wi-Fi. Now, the two technologies are employed
about equally.
• DVRs and MP3 players now enjoy mass market status (24% of online households). However, MP3
players continue to appeal more strongly to early
technology adopters, and DVRs are still concentrated among the relatively affluent. Personal media
players that play both audio and video represent an
emerging category (5%).
• Large majorities of online households have more
than one TV (83%) and subscribe to at least one
type of television service (89%). Cable TV is most
popular, with about half of the subscription TV
service market. Adoption of HDTV service, at 5%,
trails digital TV adoption, at 12%.
• Overall, about two-in-five online households have
some type of game console, and one-in-five have at
least one handheld game unit. Nearly two-thirds
(62%) of online households with children have a
game console, and 37% have a handheld unit.

TECHNOLOGY OWNERSHIP
This study measured household technology ownership
for a variety of categories, including computing as well
as audio and video for the home, the car, and on-the-go.
• All three prerequisites for the connected home
have now either reached or exceeded the commonly accepted threshold for mass market adoption
(16%): multiple PCs in the home, broadband
Internet access, and home networks. Among online
U.S. households, 53% have multiple PCs, 70%
have broadband Internet access, and 28% have a
home network.
• In 2003, about 82% of home networks were based
on Ethernet and only about 30% were based on

• Among online households with cars, more than twoin-five have some type of car audio system or device
beyond basic broadcast radio. Emerging categories for
car technology are satellite radio (7%), video/installed
DVD players (5%), GPS navigation systems (3%) and
digital music player connections (2%).
CONSUMER INTERESTS
This study measured general household interest in
using technology within each lifestyle domain (entertainment, family and career), as well as interest in specific types of media entertainment.
• Interest in media entertainment for the home tops
interest in family and career technology applications
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by a wide margin. About two in five households
have a strong interest, up from about one-in-three
in 2003. Interest varies little by household income,
implying that products and services in the entertainment ecosystem have the potential to experience
rapid adoption.
• Video entertainment in the home tops the list of
consumers’ specific media entertainment interests
(52% are very interested), followed by audio in the
home (40%), and audio in the car (30%).

• In terms of future audio concepts tested, the invehicle satellite radio with Web access generates
the greatest demand (16%). The digital audio
recorder (12%) and in-vehicle Internet radio
(11%) follow.
• Among all audio concepts examined that have yet
to reach mass market adoption levels, those incorporating satellite radio have the strongest potential
to do so within the next two years.
ESTIMATED DEMAND FOR VIDEO CONCEPTS

• The number-one specific media interest in the
home is Internet access. This marks the first time
since the Alliance began tracking consumer attitudes that the Internet has topped traditional
entertainment media like movies and television.
Other top ‘at home’ media interests are theatrical
movies, TV programming, recorded music and personal photos viewable on a TV or computer screen.
• When it comes to entertainment in the car, audio
entertainment options tend to overshadow video
options. The top interest is recorded music, followed by radio music programming, radio talk programming, audio books and theatrical movies.
• About one-in-ten online households have a strong
interest in audio on-the-go (outside of home, office
or vehicle), video in the car and/or video on-thego. When on-the-go, the top media interest is
recorded music, followed by Internet access, radio
music, movies and TV programs. Younger consumers express the greatest interest in on-the-go
media entertainment.

• Among current video concepts examined, demand
is highest for DVRs (25%), followed by portable
media players (19%), HDTV (16%) and social TV
(9%). HDTV, still largely a primary market phenomenon, is attractive largely because of perceptions that it is ‘clearly superior’ to alternatives.
Social TV, a service that lets users see what their
friends are watching and ‘chat’ with them in real
time, is most attractive to younger consumers.
• Among the future video products examined, iPTV
(Internet Protocol TV) service generates the most
demand (17-18% TAM), followed by a Web-based
movie download service (16%), ‘Slingbox’ DVR
that sends programs to any Internet-connected
device (13%) and a multimedia server (12%).
• Among all video concepts examined that have yet
to reach mass market levels, the portable media
player (PMP) has the strongest potential to do so
within the next two years, followed by iPTV service,
HDTV service, and the movie download service.
CONCLUSIONS

ESTIMATED DEMAND FOR AUDIO CONCEPTS
The study gauged consumer demand for a number of
existing and future products and services using a metric called estimated total addressable market (TAM).
This is the maximum percentage of online households
that would seriously consider adopting the concept at
a ‘reasonable price’ over the next 12 months.
• Among current digital audio concepts tested,
online music stores and MP3 players generate the
greatest potential consumer demand (25%).
Satellite radio service for use both in the home
and car has the second-highest level of anticipated
demand (15%). Demand is lowest for a portable
Wi-Fi Internet radio/music system (11%) and a
music phone (10%).

Among the three consumer ecosystems of interest
identified by Internet Home Alliance—entertainment,
family and career—the entertainment ecosystem
promises the greatest immediate return. It encompasses products with a relatively fast rate of diffusion,
primarily because this is the lifestyle domain in
which the interests of primary market consumers
and mass market consumers overlap the most.
Although primary market consumers are significantly
more likely than mass market consumers to adopt
new entertainment technology ranging from digital
video recorders (DVRs) to Internet Protocol Television
(iPTV) services, the gap between the interests of
these two segments is generally narrower when it
comes to entertainment ecosystem products than
products in the other two ecosystems.
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Conditions are now ripe for many discrete digital
entertainment products and services to achieve mass
market potential within the next two years. Recent
notable successes, such as the portable MP3 player
and the DVR, indicate enhanced consumer receptivity
to new concepts that offer similar benefits—primarily,
time-shifting and enhanced control over an everincreasing array of media content. If consumers’
wants are met, they will increasingly have ‘anytime,
anywhere’ access to the content they desire.
However, significant barriers will need to be overcome before digital entertainment products and services
achieve their inherent potential, notably, the lack of
interoperability among various devices, and the lack of
standardized digital rights management (DRM) protocols.
Even if these barriers are satisfactorily addressed,
the extent to which new entertainment ecosystem
products and services will dovetail into a ‘connected
home’ environment will ultimately depend on the
perceived benefits of a true technology ecosystem, and
the associated costs. The rise in consumer interest in
broadband-dependent entertainment options, paired
with an uptick in demand for home networks, has
established the right climate for making a strong case
for the connected home concept. ■

About Internet Home Alliance
Internet Home Alliance is a cross-industry network of
leading companies engaging in collaborative research
to advance the connected home space. A non-profit
organization, the Alliance ‘s research initiatives enable
the participating companies to gain insights into the
connected home space and leverage those insights into
viable new business opportunities. Key members of the
Alliance include Cisco Systems, Inc., General Motors,
Hewlett-Packard Company, Invensys, Microsoft,
Panasonic of North America, SBC Communications,
Sears, Roebuck and Co., and Whirlpool Corporation.
About Zanthus
Zanthus is a market research-based consulting firm serving
high-tech companies. Headquartered in Portland, Oregon,
the firm provides research-informed strategic consulting
as well as print and Web design services. The firm is particularly well-known for its commitment to reliable
research methods and analytical techniques. For more
information, visit www.zanthus.com.

METHODOLOGY
This study was conducted by Zanthus, a market
research-based consulting firm headquartered in
Portland, Oregon. The sample size for the entertainment portion of the study was 618 U.S. households
(307 primary market consumers and 311 mass market
consumers). The total results have a margin of error of
+/- 3.9% at the 95% confidence level in the most
conservative case. This means that the results come
within plus or minus 3.9% of the results that would
have been obtained given a census of all qualified
individuals. Please note that individual findings may
reflect smaller sample sizes.
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