1. Progress in ICT Use

(1) Increase in the number of Internet users

The number of Internet users at the end of 2004 was
estimated to be 79.48 million (an increase of 2.8% over
the previous year), and the penetration rate was 62.3%,
increasing by 1.7 points over the end of 2003 (60.6%)
(Figure 1-2-1). Since the penetration rate exceeded 60%
at the end of 2003 and significant diffusion has already
been achieved, the speed of the increase is slowing
down. Compared to the end of the year preceding the
launch of the e-Japan strategy (2000), the number of
Internet users increased by about 32 million, and the
penetration rate by 25.2 points. This indicates that
Internet use by individuals has steadily progressed in
these four years.

(2) Increase in the number of broadband households

The percentage of broadband households (using
FTTH, DSL, cable Internet, or wireless access (FWA,
etc.)) to the total households accessing the Internet via
home PCs was 62.0% at the end of 2004, increasing by
14.2 points over the percentage at the end of 2003
(47.8%). On the other hand, the percentage of dial-up
households was 20.4%, decreasing by 9.8 points from
the end of 2003 (30.2%). Compared to the end of the
year preceding the launch of the e-Japan strategy (2000),
the number of broadband households rapidly expanded,
increasing by 55.2 points (Figure 1-2-2).
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(3) Degree of Satisfaction with the Internet

When Internet users were asked how satisfied they
were with the present Internet use, they generally indi-
cated a high degree of satisfaction with PC Internet use.
However, the degree of dissatisfaction was comparative-
ly high for Internet use through mobile phones (in this
white paper, “mobile phones” collectively refer to
mobile phones, PHS, and PDA). This is presumably
because users accustomed to PC Internet use find that
the usability (ease of viewing the screen, ease of opera-
tion, etc.) of mobile phones does not match up to that of
PCs. In addition, the number of respondents answering
“don’t know” is high for mobile phones compared to
PCs. The users’ opinions are likely to be still unfixed
because they have not used the mobile phone Internet for
as long time as the PC Internet and the services provided
are undergoing rapid changes (Figure 1-2-3).

(4) Progress of ICT in respective fields
When Internet users were asked about the progress
of ICT use in main fields, more than 80% believed that

ICT use has “made a lot of progress/made some
progress” in the fields of information gathering, shop-
ping, communication, amusement/contents, and financial
transactions, but as many as 30 to 40% believed that ICT
use has “made little progress/made no progress” in the
fields of medical care, administration, and education
(Figure 1-2-4).

2 Changes in people’s lives

The users are aware of both positive and negative
influences of the Internet on society. The most men-
tioned positive influences included “makes life more
convenient through the information search function and
generates various new businesses and
changes the industrial structure,” and “improves the
capacity to convey knowledge and know-how.” On the
other hand, the most mentioned negative influences

ELRT3

online shopping,

included “flooded with information and makes selection
” “encourages
crimes such as libel and providing illigal/harmful infor-

mation” and “reduces the ability to give in-depth thought

of the necessary information difficult,
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PC Internet users

[35

27.3 [

Mobile phone Internet users

1.6 65.1 25 QOverall evaluation 04 205 | 39.6 [ 289 [ 106
2635 148 | 69.8 Plentful and diverse information 1.9l 183 [ 30 [ 341 [ 152
2342 206 | 66.3 Ease of information searches 0.4 146 | 310 [ 40.2 [ 134
48 34 207 | 657 Content of the accessible sendces 1.0 254 [ 314 [ 225 [ 201
44]74] 280 [ 56.6 36 Easeof operationiuse 1.8 26.4 [ 29.8 [ 29.9 [ 126
5] 11.1 | 35.9 \ 44.7 2.7 Information credibilty 0.8 262 | 30.8 | 228 | 1904
68 230 | 40.1 283 |18 Security 09 19.7 | 325 [ 29.8 [ 174
th 259 273 | 4.2 Access environment 1.8 245 | 30.0 [ 34.4 [ o7
18114 259 | 55.5 (BB)access envirorment * 250 201 [ 276 | 228 [ 180
100 80 60 40 20 0 (fxed charge) 20 40 60 80 100

(%)
I Very satisfied
[ Dissatisfied

[ 1 Generally satisfied

(%)

[1 Somewhat dissatisfied

[ Don't know

* The degree of satisfaction with the Internet access environment was investigated for only broadband users (BB) and users of

fixed-charge packet transmission services (fixed charge).

Source: Survey on Networks and People’s Lives (Web Survey)

Figure 1-2-4 Progress of ICT use in main fields

Information gathering 462 [ 63 o244
Shopping 39.3 [ 64 040
Communication 405 [ o7 {265
Amusement/contents 427 | 88 5 72
Financial transactions 332 [49 [35] 105
Transportation 17.4 a8 | 107
Employment/labor [ 26.8 | 63 | 12.6
Education [ 27.2 [ 65 | 15.3
Administration 30.9 | 109 | 107
Medical care .27 I\ 3.0 1n5 [ 17.2
0 20 40 60 80 100

B Made a lot of progress
["1 Made no progress

13

[] Made some progress
[1 Don't know

(%)
[] Made little progress

Source: Survey on Networks and People’s Lives (Web Survey)



to things.” The percentage of users who have a positive
impression that the Internet “has a favorable impact on

society on the whole” was 75.6% (Figure 1-2-5).

3 Stimulation of communication

The utilization rate of PC e-mail in Japan is 94.2%,
and 90% of Internet users send less than five e-mail
messages per day. In the meantime, the utilization rate of
mobile phone e-mail is 87.7%, and 80% of the users
send less than five e-mail messages per day. While the
utilization rate of PC e-mail in the United States is high
at 96.1%, the utilization rate of mobile phone e-mail is
extremely low at 12.4%. In the Republic of Korea, the
mobile phone Internet is widely used similarly to Japan,
but the utilization rate of mobile phone e-mail is 43.1%,
which is far lower than the rate in Japan. In this manner,
the high utilization rate of mobile phone e-mail is char-
acteristic to Japan (Figures 1-2-6 and 1-2-7).

The communication tool other than e-mail that is
most used by Internet users is “Internet BBS” at 45.1%,
followed by “a personal Website” (27.1%). At the same
time, the percentage of users who have “a personal blog”
is 14.9%. When comparing Japan, the United States, and
the Republic of Korea, the utilization rate of such tools
is generally high in the Republic of Korea where 37.3%
of Internet users have a personal blog (Figure 1-2-8).

4 Diffusion of online shopping, etc.

ence in online shopping accounted for 89.1% in Japan,
89.7% in the United States, and 86.1% in the Republic
of Korea. In this manner, online shopping is widely used
in all three countries. On the other hand, among mobile
phone Internet users, those who have experience in
online shopping account for 18.1% in Japan, 14.7% in
the United States, and 31.4% in the Republic of Korea.
In other words, online shopping through mobile phones
is more popular in the Republic of Korea than in Japan
or the United States (Figure 1-2-9).

The annual amount of purchases (throughout 2004)
through PCs was 95,062 yen in Japan, 1,202 dollars
(about 129,500 yen) in the United States, and 824,187
won (about 78,100 yen) in the Republic of Korea. That
of purchases through mobile phones was 34,694 yen in
Japan, 697 dollars (about 75,100 yen) in the United
States, and 163,813 won (about 15,500 yen) in the
Republic of Korea.

The degree of satisfaction with PC online shopping
is high in Japan, the United States, and the Republic of
Korea, but in terms of mobile phone online shopping it
is relatively low (Figure 1-2-10).

Internet users’ intent to use PC online shopping in
the future is high at 92.3% in Japan, 88.1% in the United
States, and 88.5% in the Republic of Korea, while the
intent to use mobile phone online shopping is 21.5% in
Japan, 8.9% in the United States, and 23.6% in the
Republic of Korea, showing that the intent of use in the
United States is lower than that in Japan and the

. Republic of Korea.
Among PC Internet users, those who have experi- p
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Figure 1-2-6 Utilization rate of e-mail
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Figure 1-2-7 Frequency of sending e-mail messages
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Figure 1-2-8 Utilization rate of communication tools (multiple responses possible)
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Figure 1-2-9 Utilization rate of online shopping
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5 Increasing use of media contents

(1) Overall trend of media contents market

The overall media contents market has hit the ceiling
at about 11 trillion yen during the period from 2000 to
2003. Broken down by content type, the market for
audio contents (music, radio programs, etc.) and the text
contents market (newspaper articles, literary contents,
etc.) are shrinking, while the market for visual contents
(movies, TV programs, etc.) is expanding. Each of these
content types could be put to secondary use in other
media after being used in a specific medium. It was
found that the market for distribution in the first medium
in which produced content is assumed to be distributed
(primary distribution market) is shrinking, and the mar-
ket for secondary distribution through other media

(multi-use market) is expanding.

In recent years, the market for media contents, which
includes music, games and newspaper articles that are
distributed to PCs and mobile phones through the
Internet and mobile network (network-based distribution
market), has been growing. The market expanded to
about 500 billion yen in 2003, increasing by about 200
billion yen in three years (Figure 1-2-11).

(2) Internet contents

An overwhelmingly high percentage of PC Internet
users use free contents. The most frequently used paid
contents are “music” (7.2%) followed by “games”
(6.7%) and “moving images” (4.8%). Free contents are
also frequently used among mobile phone Internet users,

Figure 1-2-10 Degree of satisfaction of online shoppers
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Figure 1-2-11 Proportion of the network-distributed media contents market

in the overall contents market
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but while the utilization rate of free contents is lower
compared to that for PC Internet use, the utilization rate
of paid contents is higher (Figure 1-2-12).

With regard to the intent for future use of paid con-
tents, PC Internet users have a high intent for using
“music” (16.5%), followed by “moving images” (13.9%)
and “games” (9.0%), while mobile phone Internet users
have a high intent for using “ring-tone melodies, etc.”
(37.1%), followed by “games” (16.9%) and “music”
(11.8%) (Figure 1-2-13). Music, moving images, and
games are expected to remain as the core Internet con-
tents in the future.

When comparing the use of core paid contents (mov-
ing images, still images, music, ring-tone melodies,
games, and books/cartoons) among Japan, the United
States, and the Republic of Korea, the rate of use is over-
whelmingly high in the Republic of Korea, both through

PCs and mobile phones. The use through PCs is the next
highest in the United States, and then in Japan, and the
use through mobile phones is the next highest in Japan,
and then in the United States (Figure 1-2-14). One of the
reasons for such active use of paid contents in the
Republic of Korea is that settlement of small amounts is
simple and easy due to the diffusion of the system to
have the fees charged by the mobile phone carriers.

The average annual amount of paid contents used in
2004 through PCs was 9,464 yen in Japan, 180 dollars
(about 19,400 yen) in the United States, and 129,059
won (about 12,200 yen) in the Republic of Korea, while
that used through mobile phones was 4,036 yen in Japan,
233 dollars (about 25,100 yen) in the United States, and
93,899 won (about 8,900 yen) in the Republic of Korea.

Figure 1-2-12 Status of use of contents (multiple responses possible)
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Figure 1-2-13 Intent for future use of paid Internet contents (multiple responses possible)
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With regard to copyright awareness in using con-
tents, users who are “always aware/sometimes aware”
account for 46.4% in Japan, 71.8% in the United States,
and 49.8% in the Republic of Korea, and those who are
“often not aware/never aware” account for 53.6% in
Japan, 28.2% in the United States, and 50.2% in the
Republic of Korea. Copyright awareness is higher in the
United States than in the other two countries, and the
awareness level is about the same in Japan and the
Republic of Korea (Figure 1-2-15).

The percentage of users of P2P file sharing software
is tremendously large in the Republic of Korea compared
to the other two countries, with the utilization rate being

3.7% in Japan, 11.6% in the United States, and 44.2% in
the Republic of Korea (Figure 1-2-16).

(3) Music distribution

The music distribution service started by a U.S. com-
pany, A, in April 2003 (launched in April 2003 in the
United States and in June 2004 in Europe) was an explo-
sive hit due to the large collection of music available, the
low price, and loose copyright restrictions. The cumula-
tive total of the number of tunes sold exceeded 300 mil-
lion in March 2005, and currently the daily sales exceed
one million tunes. While purchases of music via the
Internet surged from April 2003 in the United States, the

Figure 1-2-14 Status of use of paid contents (multiple responses possible)
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Figure 1-2-15 Copyright awareness upon
using contents

Figure 1-2-16 Status of use of P2P file
sharing software
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Source for Figures 1-2-15 and 1-2-16 Source: Survey on Networks and People’s Lives (Web Survey)
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shipment volume of musical CDs in 2004 also increased
by 2.8% over the previous year (Figure 1-2-17).

Many Japanese companies have also entered the
music distribution market since 2004 (Figure 1-2-18).
The Japanese music distribution market is still small
compared to the United States with two major compa-
nies’ monthly music sales in January 2005 being about
510,000 tunes. This is considered to be because the
Japanese music distribution services are not sufficiently
attractive for users at present.

Among Internet users, those who use music distribu-
tion services through PCs account for 8.9%, which is
still small in number (Figure 1-2-19).

The most commonly mentioned dissatisfaction with
music distribution services through PCs was “the price
of music is high” (26.3%), followed by “the restrictions
on copying and transfer are tight” (17.1%), “it takes a lot
of effort to find the desired tune” (15.9%), and “the
desired tune is not available/the music collection is

Figure 1-2-17 Status of music distribution
services and CD shipment in the United States
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small” (15.2%) (Figure 1-2-20). This indicates that there
is a high degree of dissatisfaction with the price, copy-
right control, and the number of available tunes. As for
the intent for using the service in the future, those who
“want to use it” accounted for 42.9%.

6 Comparison of ICT use in Japan,
the United States, and the Republic
of Korea

(1) Internet use through mobile phones

The Internet utilization rate of mobile phone users is
the highest in Japan at 78.8%, followed by the Republic
of Korea at 66.9%. In the United States the rate is
32.2%, a considerably low percentage compared to
Japan and the Republic of Korea, indicating that Internet
use through mobile phones is not in wide use in U.S.
society.

Figure 1-2-18 Status of major Japanese music
distributors (15 companies) (as of March 2005)
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About 80,000 to 100,000 tunes: 7 companies
About 150,000 tunes: 1 company

Writing on a Prohibited: 5 companies
CD-R Prohibited except for certain labels/tunes:
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Source for Figures 1-2-17 and 1-2-18 Source: Survey on Networks and People’s Lives

Figure 1-2-19 Utilization rate of online
music distribution

Figure 1-2-20 Dissatisfying aspects of
online music distribution services
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(2) Changes in activity patterns in line with the use of number who said the frequency decreased.

the Internet The number of users who said their daily activity
With respect to changes in daily activity patterns in pattern has “not changed” was the highest in the United
line with the use of the Internet, many users mentioned States for all of the items, while in the Republic of
that the time in contact with other media (books, maga- Korea, the number of such users was the lowest and the
zines, newspaper, and TV), the time for sleep, and the number of users who said the frequency or length of time
frequency of going out decreased in Japan, the United “decreased” was the highest for all of the items. This
States, and the Republic of Korea. In Japan and the shows that Internet use has had the largest influence on
United States, the number of users who said the frequen- people’s daily activity patterns in the Republic of Korea
cy of communicating with family members or friends (Figure 1-2-21).

and the frequency of traveling increased exceeded the

Figure 1-2-21 Changes in activity patterns in line with the use of the Internet
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