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C onnected L ife:     
E merging M ark et w ith  
I mmense Potential1
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Cons u m er s  H a v e M a de            
T h em s el v es  A ddr es s a b l e 

Sources: Forrester, 2006; Consumer Electronics Association, 2006; Cisco I B SG , 2007

From 1975 to 2005, the amount spent by U.S. households on
c onsumer elec troni c s i nc reased f rom $ 8 4  to $ 1,200 annually

2006
Households (112 million)

2006
Households (112 million)

� L a p t op s:  4 0  million
� D ig it a l c a mer a s:  6 5  million
� M P 3  p la y er s:  3 2 million

� L a p t op s:  12 million
� D ig it a l c a mer a s:  10  million
� M P 3  p la y er s:  1. 8  million

Devices
(portable and
c onnec table)

29  million5  millionH o m e 
N et w o r k s

8 8  million5 7  million
M o b il it y  ( w it h  
m o b il e 
p h o n es)

5 6  million6 . 2 millionB r o a d b a n d

2000
Households (10 5  million)

2000
Households (10 5  million)
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N e w  N e e d sN e w  N e e d sC h a n g i n g
B e h a v i o r  P a t t e r n s

C h a n g i n g
B e h a v i o r  P a t t e r n s

N ew  T ech nol og ies  A r e A l s o 
Ch a ng ing  Cons u m er  B eh a v ior

� 19 %  of  b r oa db a nd user s c a r r y  music  
w it h t hem a t  a ll t imes

P o r t a b l e
A u d i o

� B et w een 20 0 2 a nd 20 0 5 ,  r ea l-t ime T V  
v iew ing  a s a  p er c ent a g e of  a ll v iew ing  
dec r ea sed f r om 9 4 %  t o < 6 0 %D V R

� M ob ile p hone use inc r ea sed f r om     
< 3 0 0  min. / mo.  in 20 0 0  t o > 8 3 0  min. / mo.              
in 20 0 6

M o b i l e
V o i c e

C o n n ect ivit y :
C onsumer s a r e 

hook ed
P o r t a b il it y :
C onsumer s             
w ill not  

b e t et her ed
C o n t r o l :

C onsumer s a r e 
c r ea t ing  t heir  ow n 
p er sona liz ed 
ex p er ienc es

� 5 5 %  of  w or k er s c onduc t  some b usiness             
a t  home

� B r oa db a nd c ust omer s use I nt er net  mor e 
t ha n T V  (16  hr s. / w k .  v er sus 15  hr s. / w k . )

B r o a d b a n d
A c c e s s

N ote: d ata is U . S. -b ased                                                            
Sources: Cisco I B SG , Connected  L if e Surv ey , 2006; M errill L y nch , 2007
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T h e Cons u m er  T ech nol og y            
D em a nd Cy cl e
Market Acceleration and Expansion Driven by New 
T ech nolog y and C h ang es in C onsu m er B eh avior

M oreM ore
Serv icesServ ices

V a lueV a lue

A d optionA d option
N ew  

T ech nolog y

Source: Cisco I B SG , 2007
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T h e E m er g ence of “Connected Life”
C onverg ence C reates New Experiences f or 
C onsu m ers Anytim e,  Anywh ere,  on Any Device

A n y o n e

A n y w h e r e

A n y  D e v i c e

A n y  C o n t e n t
o r  A p p l i c a t i o n

Source: Cisco I B SG , 2007
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Cis co I B S G  R es ea r ch  S h ow s  Cons u m er s  
U nder s ta nd a nd V a l u e Connected Life

O n av erag e, c onsumers 
ex pec t to pay $ 13  per month f or 
added C onnec ted L i f e serv i c es 

I n t e r e s t  i n
C o n n e c t e d  L i f e  S e r v i c e s  W i l l i n g n e s s  t o  P a y

77%  addressable opportuni ty 
among  broadband users

N ote: Among  U . S.  b road b and  users                                
Source: Cisco I B SG , Connected  L if e Surv ey , 2006

4 0 %

2 5 %
1 8 % 1 6 %

$5 $1 0 $1 5 $2 0

D o n ' t  
k n o w :  3 %

M o d e r a t e l y  
i n t e r e s t e d :

3 7 %  

N o t  a t  a l l  
i n t e r e s t e d :  

2 0%
E x t r e m e l y  
i n t e r e s t e d :

4 0%  
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T r a ns l a tes  into a n I m m ens e M a r k et

Sources: P W C; O v um; AB I ; Cisco I B SG , 2007  

U . S .  C o n n e c t e d  L i f e  A d d r e s s a b l e  M a r k e t
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C o m p o n en t s a n d  C A G R
T V s and  related  d ev ices: 1 3 . 0%
T V  d istrib ution: 5. 9 %
T elep h ony : -4 . 9 %
O nline and  T V  ad v ertising : 6. 9 %
M ob ile: 3 . 1 %
M ed ia centers, p lay ers, cameras: 1 2. 5%
H ome P C, netw ork  eq uip ment: 1 . 3 %
G aming , music, rad io: 29 . 1 %
Filmed  entertainment: 5. 0%
B road b and : 4 . 1 %

$ 5 2 6  B illion
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V a l u e I s  M ig r a ting  A m ong  S er v ices
U . S .  C o n n e c t e d  L i f e  M a r k e t  C o m p o n e n t s '  S i z e  

V e r s u s  R e l a t i v e  G r o w t h

T V s  a n d  r e l a t e d   
d e v i c e s

T V  d i s t r i b u t i o nT e l e p h o n y

O n l i n e  a n d  T V  a d v e r t i s i n g

M e d i a  c e n t e r s ,  
p l a y e r s ,  c a m e r a sH o m e  P C  a n d

n e t w o r k  e q u i p m e n t
G a m i n g ,  m u s i c ,  r a d i o

F i l m e d  
e n t e r t a i n m e n t

B r o a d b a n d
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Sources: P W C; O v um; AB I ; Cisco I B SG , 2007  

L a r g e b u t  
sl o w in g  
g r o w t h

F a st est -
g r o w in g  
m a r k et s

M o b i l e
9 0
1 00 L a r g est  

co m p o n en t
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W a v e  3

P l a y ,  p u r c h a s e ,  p l a y  o n l i n e ,  
m o v i e s ,  m a n a g e  c o n t e n t

U s e  m u s i c ,  e -m a i l ,  W e b ,  p h o n e  
a n y w h e r e  

T a k e ,  p r i n t ,  v i e w  a n y w h e r e

C o n n ect ed  E x p er ien ce

P l a y ,  p u r c h a s e ,  p l a y  o n l i n e

L i s t e n ,  p u r c h a s e ,  m a n a g e  o n l i n e

T a k e  p i c t u r e s ;  p r i n t  o n l i n e

W a v e  2
P o in t  S o l u t io n s

W a v e  1

P l a y  v i d e o  g a m e s

L i s t e n  t o  m u s i c

T a k e  p i c t u r e s

S in g l e-Device S o l u t io n s

Cons u m er  O ffer ing s  A r e 
E v ol v ing  A l ong  T h r ee W a v es

L o ca t io n  a n d  Device U b iq u it y
C o n t en t  a n d  A p p l ica t io n  S o l u t io n  B r ea d t h

Source: Cisco I B SG , 2007
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Service Provider 
Situ ation2
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D es p ite S tr ong  M a r k et,  V a l u e I s  M ig r a ting   
A w a y  fr om  T r a ditiona l  Cor e S er v ices  
S ervice P roviders Mu st P u rsu e New O pportu nities or 
R isk L osing  T h eir Dom inance 

Source: Cisco I B SG , 2007

New 
O p p o r t u n i t y

T r a d i t i o n a l  
C o r e 

S er v i c es

$ 4 3 4 B

$ 5 2 6 B

9 . 4 5%

U . S .  C o n n e c t e d  L i f e  A d d r e s s a b l e  M a r k e t  

4 . 9 2 %

1 . 6 6 %$2 6 4 $2 8 2

C A G R
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P r ice E r os ion I s  U nder  W a y

A v g .  P ri c e: $ 4 9 . 9 2 $ 4 7 . 4 9 $ 4 1 . 4 9
C h annels : 1 0 0 1 3 8 1 5 0

Sources: B ear Stearns, 2006; comp any  W eb sites, 2007 ; Cisco I B SG , 2007

V i d e o  S e r v i c e s  A v e r a g e  
P r i c i n g  ( M o n t h l y )

U n l i m i t e d  L o c a l  a n d  L o n g -
D i s t a n c e  P h o n e  S e r v i c e s  
A v e r a g e  P r i c i n g  ( M o n t h l y )

$ 4 9 . 9 7

$ 4 0 . 7 6

$ 2 6 . 6 4

$2 0
$2 5
$3 0
$3 5
$4 0
$4 5
$50
$55

T e l c o  P S T N C a b l e  V o I P T e l c o  V o I P$3 5

$4 0

$4 5

$50

$55

C a b l e S a t e l l i t e T e l c o
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C ont ent  /  S olut ion
C r ea t ion

N et w or k
S er v ic e
D eliv er y

E nd-U ser
D ev ic e

Com p etition I s  I ntens ify ing

FMC drives CPE 
dep en den c ies 

Current T h rust Emerg ing

En
d 
Us

er

M a n a g ed
C o n su m er
E x p er ien ce

? ?
U ser -G en er a t ed

C o n t en t

A g g r eg a t ion /
C ommer c e
E na b ler s

Source: Cisco I B SG , 2007
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A  P r ecedent for  S er v ice P r ov ider s :  
A ccel er a ting  th e M a r k et to W a v es  2 a nd 3

� W av e 1:  T i V o c reated mark et 
i n 1999

� W av e 2:  C able and satelli te 
prov i ders ac c elerated mark et 
w i th si mple D V R  serv i c e
DVRs to reach 65M 
hou sehol d s;  55%  p en etrati on  
i n  2 0 1 1

� W av e 3 :  D V R s bei ng  
i nteg rated i n home netw ork s 
and dri v i ng  tri ple-, q uad-play 
serv i c es S P  D eli v ered S tand-alone

0
1 0
2 0
3 0
4 0
50
6 0
7 0

2 001 2 003 2 005 2 007 2 009 2 01 1

DV
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Un

its
 in
 M
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S a t e l l i t e  a n d  
c a b l e  b e g i n  
a g g r e s s i v e  
m a r k e t i n g  o f  

D V R s

Source: Forrester, 2006; Cisco I B SG , 2007

S ervice P rovider DV R  S olu tion V ersu s                 
S tand-alone DV R  Adoption
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S er v ice P r ov ider s  M u s t T a k e A dv a nta g e 
of Cu r r ent Cu s tom er  P er cep tions …

� C on su m er u n certai n ty  ref l ects 
m ark et i m m atu ri ty

M or e t ha n 1 in 5  r esp ondent s 
(23 % ) don’t  k now  t heir  
p r ef er r ed p r ov ider

� C ab l e MS O s'  stron g  l ead  
d ri v en  b y  v i d eo p resen ce an d  
m u l ti -p rod u ct b u n d l i n g

� Mob i l e p rov i d ers’ l ack  of  
p resen ce i n  the hom e an d  
m i n i m al  m u l ti -p rod u ct 
ex p eri en ce hav e con tri b u ted  
to l ow  con su m er m i n d share

P r e f e r r e d  P r o v i d e r  o f  
C o n n e c t e d  L i f e  S o l u t i o n s

B ase: U . S.  B road b and  Ad op ters

T h e Door I s O pen and S ervice P roviders Mu st Act

Source: Cisco I B SG , Connected  L if e Customer Surv ey , 2006

D o n ' t  
k n o w :  
2 3 % C a b l e  o r  

s a t e l l i t e :  
3 3 %  

T e l e c o m :  
1 6 %

W e b  s e r v i c e  
p r o v i d e r :  
2 0%  

W i r e l e s s :  
7 %

A p p l e :  
1 %

D i s n e y :  
0%
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…a nd E x is ting  Ca p a b il ities
S ervice P rovider C ore S treng th s
� E s t a b l i s h e d  b r a n d s  a n d  c r e d i b i l i t y
� I n c u m b e n t  m u l t i -s e r v i c e  r e l a t i o n s h i p
� N e t w o r k  i n t e l l i g e n c e  a n d  c a p a b i l i t i e s
� S c a l a b l e  i n f r a s t r u c t u r e  a n d  o p e r a t i o n s
� C u s t o m e r  r e l a t i o n s h i p  m a n a g e m e n t  p r e c e d e n t
� F i n a n c i a l  r e s o u r c e s  a n d  d e p t h

Source: Cisco I B SG , 2007
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C onsumer tec hnolog y unc ertai nty 
c an also deter adopti on

Cons u m er s  A r e D eter r ed b y  Com p l ex ity

For many c onsumers, the 
sc arc est resourc e i s ti me,        

not money
Source: Cisco I B SG , Connected  L if e Surv ey , 2006
N ote: B ase is U . S.  b road b and  users

N o  t i m e :
2 1 %

E n j o y :
8 6 %

D o  n o t  e n j o y :
1 3 %

T e c h n o l o g y  I n t e r e s t  V e r s u s  
T i m e  I n v e s t m e n t P e r c e p t i o n s  o f  T i m e  R e q u i r e d  

t o  S e t  U p  C o n n e c t e d  L i f e

2 5 % 2 8 %

4 7 %

I t  w o u l d  t a k e
t o o  l o n g

I t  w o u l d  N O T
t a k e  t o o  l o n g

N o t  s u r e

L i m i t e d  t i m e :
51 %

A l l  t h e  t i m e :
2 7 %
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Los t O p p or tu nities  D r iv en b y  Com p l ex ity  
� S o l u t i o n  c o m p l e x i t y  
l i m i t s  a d o p t i o n  o f  
s e r v i c e s
O v er 50%  of  U.S. H D T V  
households hav e no            
H D  prog rammi ng

� H o m e  n e t w o r k  
a d o p t i o n  l i m i t e d  d u e  
t o  c o m p l e x i t y
O v er 70%  do not f eel 
they c ould i nstall a home 
netw ork  themselv es

U . S .  A n n u a l  R e v e n u e  O p p o r t u n i t y  G a p

Sources: Forrester; I nStat; O v um; Cisco I B SG , 2007
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C om pletely  
A g ree

S tori n g  al l  ou r hou sehol d  
d i g i tal  m ed i a con ten t i n  a 
cen tral  l ocati on  w ou l d  
m ak e that i n f orm ati on  
m ore secu re

A  C on n ected  L i f e 
serv i ce w ou l d  m ak e m y  
hou sehol d  v u l n erab l e to 
secu ri ty  i n tru si on s

C o m p l e t e l y  
D i s a g r e e

3 1 %3 1 %

4 4 %

Source: Cisco I B SG , Connected  L if e Surv ey , 2006
N ote: B ase is U . S.  b road b and  users

9% 1 3 % 2 2 % 3 8 % 8 % 4% 6 %

5 % 8 % 1 5 % 4 1 % 1 2 % 8 % 1 1 %

S ecu r ity  A l s o P r es ents  a  B a r r ier  th a t 
M u s t B e M a na g ed E ffectiv el y

C o m p l e t e l y  
A g r e e

C om pletely  
D i s ag ree

S o m e w h a t  
A g r e e

S o m e w h a t  
A g r e e
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C ap ital iz ing on th e 
O p p ortu nity3
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A  P l a tfor m  for  G r ow th :  F ou r  K ey  Lev er s
F o r  S e r v i c e  P r o v i d e r sF o r  S e r v i c e  P r o v i d e r s

New converged services integrated with / across multiple 
core services to provide resilience against decoupling

H ome platf orm enab les ex pansion b ey ond core 
services and addresses new end-user needs to 
create value through simplicity ,  interoperab ility ,  and 
risk  avoidance
� E mb ed capab ilities in cross-industry  b usiness models
� E nab le mark et ex pansion,  cost optimiz ation,  and 
technology  acceleration 

� G ain user b ehavior and contex t inf ormation f or solutions
� D rive personaliz ation rather than household orientation 
and new advertising models

111
222

333

444

P rotect the 
C ore
Dev el op  
A d j acen t 
S erv i ce 
A reas
C ap i tal i z e 
on  A l tern ati v e 
B u si n ess 
Mod el s
Mon eti z e 
E n d -U ser 
I n si g ht

Source: Cisco I B SG , 2007




