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Abstract of Report

Up to June, 2010, the number of net citizens in China has reached 420 million,
exceeding the point of 400 million, with an increase of 36 million compared to the end
of 2009. The popularity rate of internet has climbed up to 31.8%, with an increase of
2.9% compared to the end of 2009.

The number of broadband net citizens has reached 363,810,000, and the popularity
rate of broadband for users who surf the internet using computer has arrived at
98.1%.

The number of mobile net citizens in China has reached 277 million. The number of
newly added mobile net citizens in the first half year of 2010 was 43,340,000, with an
increase of 18.6%. The ones who surf the internet only using mobile have increased
to 11.7% of the overall net citizens.

The number of rural net citizens has reached 115,080,000, 27.4% of all net citizens.
The increase rate in the first half year was 7.7%, which was lower than that of urban
net citizens.

The age structure of net citizens has continued to develop towards maturity. The ratio
of net citizens above 30 has increased from 38.6% in the end of 2009 to 41% in the
middle of 2010 in the whole. Meanwhile the structure of education background of net
citizens tended to change towards the lower end. The increase rate of net citizens
who receive education below primary school and junior middle school was beyond
that of the overall net citizens.

The number of IPv4 addresses in China has reached 250 million, with an increase of

7.7% in the first hal f vyear. As the HAhouse

becoming exhausted. | t ifegitable and necessary for the transition from internet to
IPV6.

The total number of domain names in China has fallen to 11.21 million, including 7.25
million .CN domain names. The proportion of .CN out of all domain names has
decreased from 80% to 64.7%; the number of websites has decreased to 2.79 million

and the websites under .CN has covered 73.7% of the overall websites.
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The proportion of net citizens who surf the internet in their houses or units has
continued to increase. In the first half year of 2010, there were 88.4% net citizens
surfing the internet at home and 33.2% in their units.

In the first half year of 2010, the diversification of devices used for surfing the internet
has tended to become strengthened. The desktop computer remained to rank the top
(73.6%) among devices for surfing the internet; the proportion of mobile phones to
surf the internet increased to 65.9% and the ratio of laptop computers to surf the
internet arrived at 36.8%.

The weekly online time of net citizens has continued to increase and the average
online time of them has arrived at 19.8h. 77.3% of mobile net citizens only surf the
internet using mobile in their spare time and 68.9% of computer net citizens only surf
the internet using computer in their spare time.

The application of internet among net citizens in our country is characterized in that
the commercial content rapidly increases; the entertainment tendency remains to be
the same; the value of communication and information devices is deepened. In the
first half year of 2010, the application of most networks has tended to become more
popular and the scale of users in the application of varieties of networks has
continued to be expanded. The commercial application appeared more distinguished.
The growth rate of users for online payment, web shopping and e-banking was about
30% on average, far beyond other network applications. The users of social
exchange websites, network literature and search engine also increased rapidly.

The application of mobile network among net citizens in our country obtains a stable
development. The utilization rate of information acquisition, exchange and
communication applications are much higher among net citizens. Up to June, 2010,
the utilization rate of mobile instant messaging has ranked the top (61.5%) and

mobile search ranked the second place with the utilization rate of 48.4%.
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Chapter N Introduction to Investigation

N . Background of Investigation

The information concerning scale and structure of net citizens, basic resources of internet,
online conditions and web applications in China is of great significance to the State and
enterprises to master the development trend and make decisions. In 1997, studied and
decided by the competent authorities of China, China Internet Network Information Center
(CNNIC), in combination with four internet network units, carried out this statistical work
and published the first Statistical Report on Internet Development in China in November of
the same year. In order to make such work become normalized and institutionalized,
CNNIC has issued Statistical Report on Internet Development in China in January and
July each year since 1998. Since the publication of statistical reports, they have been paid
much attention from all aspects and been widely quoted both at home and abroad. This
report is the 26™ investigation.

This work has won the great support from national competent authorities like Ministry of
Industry and Information Technology. Meanwhile, internet units, investigation support
websites as well as media, etc. have also offered support and cooperation to such
investigation conducted by CNNIC so to guarantee the successful investigation work.

Hereby, we extend our sincere gratitude for their support.

The 26" Statistical Report on Internet Development in China
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¢

. Definition of Terminology in this Report

N  Net citizen

The Chinese citizen at the age of 6 or above who has used the internet in the first half year
N Broadband net citizen

It includes but not limited to the net citizen who has used broadband to access the internet
in the first half year. The access modes of broadband include: xDSL, CABLE MODEM,
optical access, power line communication, Ethernet, etc.

N Mobile net citizen

It includes but not limited to the net citizen who has used mobile to connect and access
the internet in the first half year.

N Computer net citizen

It includes but not limited to the net citizen who has computer to connect and access the
internet in the first half year.

N Rural net citizen

It includes the net citizen who mainly lives in the rural area in the first half year.

N Urban net citizen

It includes the net citizen who mainly lives in the urban area in the first half year.

N Juvenile net citizen

It includes the Chinese net citizen® below 25.

N IP address

The IP address is the basic resource of internet which is used to identify the computers on
the internet, servers or other devices on the internet. Internet can be only connected only
by acquiring an IP address (no matter how the IP address exists).

N Domain name

The domain name in this report only refers to English domain name, which is a character
string composed only by numbers, English letters or hyphens and divided by points (.) and

a hierarchical sequential internet address mark corresponding to the IP address. The

1 According toYouth towards the Year 2000 and Beyond passed by the 50" UN conference on December
14, 1995, the youth is classified to be age group from 15 to 24. The group aged 6 to 24 herein is called

juvenile group.
The 26" Statistical Report on Internet Development in China
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common domain names include two types: one is country code top-level domain (ccTLD),
e.g. using the domains ending with .CN to indicate China; the other one is generic
top-level domain (gTLD), e.g. domains ending with .COM, .NET and .ORG.

N Website

It refers to the web site with the domain name itself or ivwww.+ domain nameoas website,
which includes the web site under China national top-level domain .CN and generic
top-level domains (gTLD). The register of such domain name is located in the territory of
China. For the domain name cnnic.cn, it has only one website and its corresponding
website is cnnic.cn or www.cnnic.cn. In addition, websites with such domain name as
suffix such as whois.cnnic.cn, mail.cnnic.cn can only be seen as different channels of the
website.

N Scope of investigation

Unless otherwise indicated, the data in this report only refers to that of China Mainland,
excluding Hong Kong, Macaw and Taiwan.

N Deadline of investigation data

The deadline for data of this statistical investigation is June 30, 2010.

The 26" Statistical Report on Internet Development in China
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n . Investigation Means

(N ) Telephone investigation

3.1 Investigation populations

Permanent residents at the age of 6 or above who have fixed-line telephones (including
home phones, personal handy phones and dormitory phones) or cell phones

3.1.1 Scale of samples

The total number of samples for investigation is 30,000, in which the number of fixed-line
telephone and cell phone users is 15,000 and 15,000 separately. The samples cover 31
provinces, autonomous regions and municipalities directly under the Central Government.

3.1.2 Segmentation of investigation populations

The investigation populations are divided as follows:

Sub-population A: population covered by fixed-line telephone (residents covered by home
phone, personal handy phone users, dormitory phone users and other dormitory phone
users);

Sub-population B: population covered by cell phone;

Sub-population C: population covered by cell phone and fixed-line telephone (the house
phone users and cell phone users are overlapped to some extent and the overlapped part
is called Sub-population C), C=A 72 B

3.2 Content of investigation

The investigation mainly concentrates on acquaintance with the quantity and structural
feature of net citizens, online conditions, web applications, attitudes of net citizens

towards internet and non-net citizen conditions in China. The content of investigation

The 26" Statistical Report on Internet Development in China
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includes whether interviewees surf the internet, their background, internet access
behavior of net citizens, online depth and online experience, etc.

3.3 Investigation means

Carry out investigation through the system of Computer Assisted Telephone Interview
(CATI).

3.4 Difference between investigation populations and target populations

CNNIC made research on the population that phones failed to cover in the end of 2005
when the number of net citizens among this group was small. With the development of
telecom industry in China, the scale of such group has been reduced at present (the
number of phone users of our country in the end of 2005 was 740 million, while the total
number exceeded 1.1 billion, with 1101.837 million households in May 2010). Thus, there
is a hypothesis for such investigation research, i.e. the net citizens that phones fail to
cover in the statistics can be omitted for such research.

(A ) Online investigation

Online investigation focuses on the acquaintance of utilization of typical internet
applications. China Internet Network Information Center (CNNIC) conducted an online
investigation from June 8 to June 30, 2010. A questionnaire was placed on the website of
CNNIC and questionnaire linkage was set on the websites of government media, larger
national ICP/ISP websites and information ports of all provinces to ask net citizens to be
actively involved in the filling of questionnaire. After the recollection of such questionnaire,
validity testing of questionnaire was carried out by technical means to screen off invalid
guestionnaires. There were 110,000 copies of valid questionnaires received for such
online investigation.

(n ) Online automatic search and statistical data reporting

Online automatic search mainly refers to technical statistics conducted on indexes such
as domain names, quantity of websites and territory distribution, etc, while statistical data
for reporting mainly include number of IP addresses and international network bandwidth.
1. Total Number of IP Addresses

The statistical data for IP address sub-province derive from IP address databases of

Asia-Pacific Network Information Center (APNIC) and China Internet Network Information
The 26" Statistical Report on Internet Development in China
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Center (CNNIC). Sub-provincial data are obtained by adding data that have been
registered in both databases and could be judged what provinces the addresses belong to
according to relevant provinces. As the utilization of address allocation is a dynamic
process, the statistical data are only for reference. Meanwhile, Ministry of Industry and
Information Technology, the competent authority of IP addresses, also orders Chinese IP
address allocation units (such as China Telecom) to report the number of IP addresses
owned by them for each half year. To ensure the accuracy of IP addresses, China Internet
Network Information Center (CNNIC) will make comparison and verification on the
statistical data and reporting data from APNIC.

2. Total number of domain names and websites in China

The number of domain names and websites in China are obtained by the sum of the
following parts of data:

The first part is the number of domain names and websites under .CN, which can be
obtained by online automatic search using computer by China Internet Network
Information Center (CNNIC); the second part is the number of generic top-level domains
(gTLD) and websites in China, which is assisted and provided by registrars of all types of
generic top-level domains. These data include: number of all types of generic top-level
domains (gTLD) and websites under domains; number of generic top-level domains
(gTLD) and websites classified according to .COM, .NET and .ORG; number of generic
top-level domains (gTLD) and websites classified by the province of the registrar.

3. Number of international network bandwidth

Ministry of Industry and Information Technology, through the report system, obtains timely
the number of international network bandwidth connecting all operators and other
countries or regions. These reporting data are incorporated in the Statistical Report on

Internet Development in China.

The 26" Statistical Report on Internet Development in China
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Chapter i1 Net Citizen Scale and Structural Feature

N . Net Citizen Scale

(N ) Overall net citizen scale

In the first half of 2010, the number of net citizens in China has continued to keep a trend
of increase. Up to June 2010, the number of net citizens has reached 420 million,
exceeding the point of 400 million, with an increase of 36 million compared to the end of
2009. The popularity rate of internet has climbed to 31.8%, with an increase of 2.9%

compared to the end of 2009.

Ten thousand
45000 42000 350

Lot 30%
- 25%
- 20%
- 15%
- 10%
- 5%
- 0%

36000

27000

18000

9000

0

December December December December December
2006 2006 2007 2008 2009

mmmm Number of net citizens =@ Popularization rate of internet

Fig. 1 Net citizen scale and popularization rate in China

The consistent expansion of net citizen scale has relation to the good internet
development environment. In recent years, governments at all levels have issued a series
of policies and regulations which are beneficial for the development of internet,
continuously enhanced the construction of fundamental facilities of internet and actively
nourished the subject of internet service market, constantly optimized the outer
environment of internet industry development. Since 2010, the active and stable
development of internet, consistently fine macro economic situations and speeding
application of new internet technology have promoted the consistent growth of net citizen
scale.

1. National economy keeps a fast and stable development. In the first half year of 2010,
the economy of China has obtained a stable development. GDP in the first quarter has

increased by 11.9%7 compared to the same period of the last year. From January to May,

The 26" Statistical Report on Internet Development in China



China Internet Network Information Center (CNNIC) CNIC

the business amount of national telecom has been accumulated to 1,227.65 billion yuan,
with an increase of 21.6% compared to the same period of the previous year. The prime
operating revenue of telecom has been accumulated to 359.51 billion yuan, with an
increase of 5.9% ® compared to the same period of the previous year. Macro economy and
communication industry have kept a consistently fine trend and provided basic guarantee
for the internet infrastructure construction, network technology development and product
application.

2. The demand on various circles of society increases. Since 2010, network media has
tended to be popular in the social spreading; the advantages of internet applications such
as micro-blog has appeared to be obvious and attracted all kinds of social groups to get
involved; the penetration of internet towards circles of society has been speeded.
Meanwhile, after the international financial crisis, traditional enterprises have paid more
attention to network marketing, speeded the pace of internet utilization for sales,
negotiation and cooperation, gradually intensified the internet applications of enterprises
and raised the constantly increased demand on the internet.

3. The policy speeds up the step for applications of other relevant technologies. In
January 2009, the government issued 3G license for mobile communication of the third
generation. At present, 3G network has basically covered the whole nation and the mobile
internet has taken on a trend of flourish development. In January 2010, the State Council

decided to speed up the integration of telecommunications networks, cable TV networks

2 http://www.stats.gov.cn/tjsj/jdsj/t20100415_402634984.htm

8 http://www.miit.gov.cn/n11293472/n11293832/n11294132/n12858447/13286334.html

and the internet. With the determination of such integration methods and pilot cities, it will
be helpful to the popularization of rural internet in the future. The issuing of relevant
policies has quicken the application pace of hew technologies in China, gradually lowered
the threshold for using internet and promote the internet to penetrate towards different
groups.

(i ) Broadband net citizen scale

The 26" Statistical Report on Internet Development in China
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In the first half year of 2010, the number of broadband net citizens has continued to
increase. According to the statistics of Ministry of Industry and Information Technology,
there were 9.792 million households of internet added in fundamental telecom enterprises,
to 113.017 million households, while the internet dial users reduced by 1.688 million
households. The constant expansion of coverage for basic services of broadband has
helped the growth of broadband user scale. Until June 2010, among groups using cable
(permanent network) to access internet, the popularization of broadband has reached
98.1% and the number of broadband net citizens* has reached 363.81 million.

Although the absolute number of broadband net citizens in China is increasing, the
proportion among the overall net citizens is falling to some extent, which is caused by the
rapid growth of groups who only use mobile to surf the internet. Until June 2010, the
number of net citizens surfing the internet only using mobile has increased to 49.14 million,
with an increase of 18.42 million compared to the end of 2009 and the proportion out of all
net citizens has increased to 11.7%.

Meanwhile, the issue of fhamed dvided but not wide in facto still exists. Calculated
according to the report data of Akamai®, the average access speed in China is only
857kbps, which is far behind the developed countries of internet like US, Japan and

Korea.

* The broadband net citizen refers to the net citizen who has used the broadband service to access the
internet, which is different from the statistics method of fnumber of broadband access usersoof Ministry
of Industry and Information Technology.

® The State of the Internef  4th Quarter, 2009 (Akamai)
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Fig.2 Broadband net citizen scale in China
~ n~ Mobile net citizen scale
The mobile net citizen scale in China continues to expand. Until June 2010, the number of
mobile net citizens has reached 277 million, with an increase of 43.34 million and the
proportion of mobile net citizens among mobile users and general net citizens has been
further increased. In the first half year of 2010, the mobile net citizens have increased
larger than internet net citizens and they have become the main driving force for the rising
of general net citizen scale in China. The mobile internet has shown a tremendous
development potential.

Ten thousand

30000 27678
23344

20000 [

10000 [

December 200¢ June 2010

Fig. 3 Comparison on mobile net citizen scale

Compared to the last year and the year before last, the number of mobile net citizens in
the first half year of 2010 continued to rise in a stable manner; however, compared to the
second half of last year, there has been some drop in the increase rate of mobile net
citizens. There are two main reasons.

First, seasonal drop; according to the data of previous years, the increase rate of mobile
net citizens in the second half is normally higher than the first half year. It is estimated that
there is some relationship with the marketing strategies of telecom operators. All lager
telecom operators will intensively promote all types of promotional activities in the second
half year, including policies such as internet access fees using mobile, terminal subsidies,
etc. Such beneficial policies will greatly promote the popularization of internet access
using mobile.

Second, there is some relationship with commercial use of 3G. Although 3G was declared
The 26" Statistical Report on Internet Development in China
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to be commercially used in the early of 2009, in fact, the intensive promotion of operators
took place in the second half year of 2009, which greatly promoted the growth trend of
super express of mobile net citizens in China in the second half year of 2009. The
commercial use of 3G on the popularization of internet access using mobile only stays the
level of marketing. Affected by terminal, network, fees, etc, 3G net citizen haven@ become
the main driving force for the growth of mobile access net citizens. In 2010, with the
gradual weakening of 3G concept and decreased publicity of 3G and mobile internet, the
increase of net citizens has return to normal.
Fig. 4 Comparison on net mobile net citizens added in half year
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Fig. 4 Comparison on net mobile net citizens added in half year
n . Structural Feature of Net Citizens
(N) Gender structure
At present, the proportion of male to female among net citizens in China is 54.8 45.2. The
percentage of male net citizens is nearly 10% larger than the female and the

popularization of internet for female is relatively low.

60% 54.2% 54.8%
45.8% 45.2%

40%

20%

0%

Male Female
December 200¢ ® June 2010

Fig. 5 Comparison on gender structure of net citizens from December 2009 to June 2010
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(fh ) Age structure
The age structure of net citizens continues to develop towards maturity. The proportion of
net citizens at the age of 30 or above has increased from 38.6% in the end of 2009 to 41%
in 2010 in general. It is mainly because the threshold of internet is lowered and the focus
of network penetration has been transited from low aged groups to high and middle aged

groups.

40% 37.9%
35.8% 35.3% 35.4%

35%
30% |
25% |
19.6%

20% 17.1%
15% ¢
10% 7.9%

-

6.7%
5% .0% 0,
0598 I 18% o 0.790-2%

O% 1 1 1 1 1 | ]

Below 10 Age 10 to 19 Age 20 to 29 Age 30 to 39 Age 40 to 49 Age 50 to 59 Age 60 and
above

Decemeber 2009 mJunl0

Fig. 6 Comparison on age structure of net citizens from December 2009 to June 2010
(n ) Structure of education background
The structure of education background tends to change towards lower end. Until June
2010, the net citizens with the background below primary school and junior middle school
have amounted to 27.5% and 9.2% of the overall net citizens and their increase rate has
exceeded the overall net citizens. The proportion of net citizens with the background of

professional training college and the above has remained to be decreased to 23.3%.

50%

40.29,40-1%

40% |
30% |- 26.8% 27 595
20% 1 12.20¢
2% 12.1%
1% 8.8969-2% 12.0% ) 1.3%
0 | | I l_/
0% . 1 1 1 1

Primary school ~ Junior middle  Senior middle Professional  Undergraduate
and the below school school training college education and the

December 200¢m June 2010 above
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Fig.7 Comparison on education background of net citizens from December 2009 to June 2010
(D) Occupational structure
Seen from occupation, among net citizens, the proportion of middle school students,
self-employed laborers and workers from the industry of agriculture, forestry, animal
husbandry or fishery increases much faster and that of the jobless/laid off
workers/unemployed and workers of industry and service decreases. The proportion of
student groups remains to be far higher than other groups and nearly one third of net

citizens are students.

Others

Professional technician:

The retired

Workers from the industry of agriculturé
Selfemployed laborers/freelancers
Workers from industry and servic

Rural migrant workers

Professional technician:

Ordinary employees of enterprise/compar
Managers of enterprise/compan:

Workers from party and government orgak

28.8%

Students 30.7%

0% 5% 10% 15% 20% 25% 30% 35%
December 200%® June 2010

Fig.8 Comparison on occupational structure of net citizens from December 2009 to June 2010
(n ) Income structure
Internet continues to cover persons with low income. Compared to the end of 2009, the
proportion of net citizens with individual monthly income below 500 yuan has been
increased from 18% to 20.5% and the proportion below 1,501 to 2,000 has also increased.

The proportion of net citizens without any income has decreased.
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10.0%
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0% 5% 10% 15% 20% 25%
December 200€® June 2010
Fig. 9 Comparison on Individual monthly income of net citizens from December 2009 to June 2010
(O) Rural and Urban Structure

Until June 2010, the number of rural net citizens has reached 115.08 million, 27.4% of the
overall net citizens, with an increase of 7.7% in the half year; and the number of urban net
citizens has reached 304.92 million, 72.6% of the overall net citizens, with an increase of
10% in the half year. Limited by backward economic and social development, inefficient
internet access conditions and poor hardware equipments, the growth of net citizens in
rural areas still appears slower than the urban areas. It is worth expecting that the
integration methods of three networks have been passed and began to be tentatively
promoted in parts of rural areas, which will bring a qualitative change to the development
of rural internet development. It is hoped that the number of rural net citizens in the future
will speed up its growth.

80% 72.2% 72.6%

60%

40%

27.8% 27.4%

20%

0%

Urban areas Rural areas
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Fig. 10 Comparison on rural and urban structure of net citizens from December 2009 to June 2010

Chapter n Basic Resources of Internet

N . Overview of Basic Resources

Until June, 2010, the number of IPv4 addresses has reached 250 million, with an increase
of 7.7% in a half year. As a fhouse number0 of internet, the IP address is getting
exhausted. It is inevitable and necessary for the transition from internet to IPv6 network.
The total number of domain names in China has decreased to 11.21 million, including 7.25
million .CN domain names. The ratio of .CN among all domain names has declined from
80% to 64.7%. Meanwhile, the number of .COM domain names has increased to 535,000,
with the ratio increase from 16.6% to 29.6%.

The number of websites has decreased to 2.79 million. The number of websites
under .CN is 2.05 million, 73.7% of the overall websites.

The international bandwidth has reached 998,217Mbps, with an increase of 15.2% in a
half year.

Table 1 Comparison on Basic Resources of China Internet from December 2009 to June 2010

December Growth in the Growth in the
June 2010

2009 half year half year

IPv4 232,446,464 | 250,452,480 18,006,016 7.7%
Domain name 16,818,401 | 11,205,585 -5,612,816 -33.4%
CN domain name included | 13,459,133 7,246,686 -6,212,447 -46.2%
Website 3,231,838 2,787,480 -444,358 -13.7%
Website under CN 2,501,308 2,054,735 -446,573 -17.9%
International bandwidth (Mbps) 866,367.20 998,217.45 131,850 15.2%

n . IP Address

Until June 2010, the number of IPv4 addresses has reached 250 million, which is lower
than the requirements of 420 million net citizens. At present, the number of IPv6

addresses has arrived at 395/32° and increased to 332/32 compared to the end of last
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year, ranking the 13" place in the globe.

® /32 in IPv6 address is an address expression method of IPv6 and the corresponding address quantity is

2 12832 :296.

It is estimated that the IPv4 addresses in the globe will be exhausted in August, 2010 with

the fastest speed. It will be an irresistible general trend for transition towards IPv6

addresses and it will be inevitable and necessary for China to perform a large scale of

IPv6 network deployment.
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Fig.11 Change of IPv4 address resources in China from December 2006 to June 2010

h . Domain name

The total number of domain names in China has decreased to 11.21 million, including 7.25

million .CN domain names. The proportion of .CN in all domain names has been reduced

from 80% to 64.7%. Meanwhile, the number of .COM has increased to 535,000, with the

ratio increase from 16.6% to 29.6%.

Table 2 Number of Classified Domain Names in China

Number

Proportion among All Domain Names

CN

COM

NET

ORG

7,246,686

3,318,655

477,117

147,220

64.7%

29.6%

4.3%

1.3%
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Others

15,907

0.1%

Total

11,205,585

100%

At present, among CN domain names, the second-level domain names ending with .CN

still have the largest proportion, 63.2% of total CN domain names and the next

is .COM.CN domain names (29%).

Table 3 Number of Classified CN Domain Names in China

Number Proportion among all CN Domain Names
cn 4,581,082 63.2%
com.cn 2,103,626 29.0%
net.cn 283,228 3.9%
adm.cn 108,222 1.5%
org.cn 107,486 1.5%
gov.cn 51,997 0.7%
ac.cn 7,347 0.1%
edu.cn 3,685 0.1%
mil.cn 13 0.0%
Total 7,246,686 100%
N . Website

Until June 2010, the number of websites in China, or website number owned by registrars

within the territory of China (including domestic access and foreign access), has been

deduced to 2.79 million, with a drop of 13.7%.
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Fig.12 Change of website scale in China from December 12 to June 2010
Note: The above data exclude the websites under .EDU.CN.
In the first half year of 2010, the number of internet sites in the globe has fallen and that in
China has declined synchronously. According to the statistics of Netcraft, in the first half
year of 2010, the number of internet sites in the world has been decreased by 27 million’,
with a drop of 11.5%. An important reason for the drop of total sites is the expiration of
web hosting services.

n . International Network Bandwidth

" The statistical method of Netcraft site differs from that of CNNIC website. Please refer to

http://news.netcraft.com/hostirgroviderservercount/

The international network bandwidth in China continues to develop, which has reached

998,217Mbpas in the middle of 2010, with an increase rate of 15.2% in the first half year.
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Fig. 13 Change of international bandwidth in China from December 2006 to June 2010

Table 4 Number of international bandwidth for main backbone networks

Number of international bandwidth(Mbps)
China Telecom 616703.45
China Unicom 330599
CSTNet 10422
CERNET 9932
China Mobile Internet 30559
China International Economy and Trade Net 2
Total 998217.45

Chapter D Network Access
N . Device

In the first half year of 2010, the diversification of devices used for surfing the internet has

been strengthened. The desktop computer remained to rank the top (73.6%) among

devices for surfing the internet; the proportion of mobile phones to surf the internet

increased to 65.9% and the ratio of laptop computers to surf the internet arrived at 36.8%.

And the ratio of net citizens who use other devices to surf the internet also increased by

0.3%.
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Fig. 14 Internet access devices of net citizens
i . Location
With the constant improvement of the family to access the internet using computer, the
proportion of net citizens who surf the internet using computer at home has continued to
increase, to 88.4%, with an increase of 5.2% compared to the end of 2009. The proportion
of surfing the internet in the unit increased to 33.2% and the ratio in the net bar decreased

to 33.6%.

100% o,
83.20p 584%
80%
60%
40% H 35.1% 33.6% 30.205 33.2%
0% 1 1
At home Net bar Unit

December 200¢ ® June 2010

Fig. 15 Internet access location of net citizens
Note: Such investigation focuses on the location of net citizens to surf the internet using computer.
n . Duration
In the first half year of 2010, the average online hours of net citizens in China has
continued to increase and the average weekly online hours reached 19.8h, with an

increase of 1.1h. The extension of online time shows an increased network application
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depth of net citizens in our country.
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Fig. 16 Average Weekly Online Hours of Net Citizens

Seen from internet access terminals, mobile appears more casual than computer. Among

mobile net citizens, there is only 77.3% who have spent their spare time in surfing the

internet using mobile. The relevant proportion of computer net citizens is 68.9%.

Both at

work
and in

leisure

time
23.7%

Fig.

Both at Only at
Only at work work
and in %
leisure
time
15.29

Note: The samples here are only personnel on duty.

17 Net Citizensoésurfing the internet at work/in leisure time
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Chapter n Network Application Behavior

N . Network Application Behavior of Net Citizens

The application of internet among net citizens in our country is characterized in that the
commercial content rapidly increases; the entertainment tendency remains to the same;
the value of communication and information devices is deepened. In the first half year of
2010, the application of most networks tended to become more popular and the scale of
users in the application of varieties of networks continued to be expanded. The
commercial application appeaed more distinguished. The growth rate of users for online
payment, web shopping and e-banking was about 30% on average, far beyond other
network applications. The users of social exchange website, network literature and search
engine also increased rapidly.

The rapid development of e-commerce application and faster growth of entertainment and
social exchange applications have something to do with the development characters of
China Internet. In China, the popularity of broadband for computer net citizens near 100%
and youth net citizens amount to nearly a half of overall net citizens. The e-commerce
application of small and medium enterprises takes on a trend of popularization. Internet,
as an overall platform, has become a regular source for information acquisition of people,
important means of leisure and entertainment and convenient channel for commercial

exchange.
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Fig. 18 Utilization and growth rate of all types of networks from December 2009 to June 2010
Seen from four types of network applications including web entertainment, exchange
and communication, information acquisition as well as commercial exchange,
commercial application obtains the most distinguished development. Until June 2010,
the utilization rate of web shopping, online payment and e-banking is 33.8%, 30.5% and
29.1% respectively and the increase of their users in the first half is 31.4%, 36.2% and
29.5% individually. Their growth in all types of applications ranks Top 3. Web shopping
ranks the top in main network applications and its utilization rate exceeds that of
forum/BBS.

There is no change as for the utilization rate of exchange and communication
application. The utilization rate of social exchange websites and instant messaging
increase much quicker and users in the first half year increase by 19.6% and 11.7%
respectively. Although the absolute scale of users for e-mail and blog applications
increases, the utilization rate slightly decreases.

The web entertainment application continues to develop, in which the utilization rate of
web music still ranks the top among all applications. With the falling of utilization rate
nearly one year after the end of web video, it is the first time for the rate to increase, to

63.2%. The number of network literature and web game users continues to increase,
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with an increase of 15.7% and 11.9% respectively.

Table 5 Change of utilization rate and ranking of all types of web applications from December

2009 to June 2010

Utilizati
Ranking
on of Change
Utilization of in Ranking in
Type Application | Decem of
June 2010 December | June 2010
ber Ranking
2009
2009
Web Web music
83.5% 82.5% Y
entertainment 1 1
Information Web news
80.1% 78.5% 2 2 Y
acquisition
Information Search
73.3% 76.3% 3 3 Y
acquisition engine
Instant
70.9% 72.4% 4 Y
messaging 4
Web Web game
68.9% 70.5% 5 5 Y
entertainment
Web Web video
62.6% 63.2% 6 6 Y
entertainment
E-mail
56.8% 56.5% 8 V%
7
Blog
57.7% 55.1% 7 8 z
application

The 26" Statistical Report on Internet Development in China



China Internet Network Information Center (CNNIC)

CNIC

Social
exchange 45.8% 50.1% 9 9 Y
website
Web Network
42.3% 44.8% 10 Y
entertainment literature 10
Commercial Web
28.1% 33.8% 12 1 %
exchange shopping
Forum/BBS
30.5% 31.5% 11 12 z
Commercial Online
24.5% 30.5% 13 Y
exchange payment 13
Commercial E-banking
24.5% 29.1% 14 14 Y
exchange
Commercial Online stock
14.8% 15.0% 15 15 Y
exchange operation
Commercial Travel
7.9% 8.6% 16 Y
exchange ordering 16

(N ) Information acquisition

1. Search engine

In the first half year of 2010, the utilization rate of search engine among all net citizens has
increased by 3%, to 76.3%; the number of users for search engine has reached 320
million and increased by 39.12 million in the half year, with an increase of 13.9%.

Since 2009, search engine had entered into a period of rapid development of new cycle.
In the first half year of 2010, on the one hand, the number and penetration rate of search
engine users have continued to increase; on the other hand, users have applied search
engine more frequently and turned to internet and search engine as to the acquisition of
all information in life more.

To meet the diversified demands of users and promote the search engine® position as an
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inlet of internet, all search engine manufacturers at home promote more pluralistic
services and give more input of various areas such as browser, input methods, web club,
web video, e-commerce, etc; meanwhile, the rapid development of newly rising web
applications like micro-blog assists in the research, development and application of
domestic real-time search technology.

Based on the rapid growth of search engine users and constant promotion of search
engine capabilities, the development of search engine in the accuracy of web marketing

and marketing effect evaluation has greatly promoted the marketing value of web media.
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Fig.19 Comparison on search engine users from December 2009 to June 2010
2. Web news
Until June 2010, the utilization rate of web news is 78.5%; the number of users has
reached 330 million and increased by 22.01 million, with an increase of 7.2%.
The rapid popularization and penetration of internet make the scope of groups covered by
web media more extensive. With the constant increase of net citizenséduration to surf the
internet, the cohesiveness of internet continuously increases. Web has become one of the
main media for people to acquire news information and the impact of web media has
rapidly increased. The existence and development of traditional media such as news,
magazine and TV, etc. are confronted with challenges and the pace of digital media
transition is speeded due to the rapid development of web media.
Meanwhile, with the gradual maturity and optimization of age structure of net citizens in
China, the main groups of net citizens have become the main production and

consumption subject of politics, economy and culture and the function of internet in public
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opinion, economic development and cultural creation has become obvious. The value of

web media has been experiencing a process from quantity increase to quality promotion.
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Fig. 20 Comparison on web news users from December 2009 to June 2010
~ i~ Commercial exchange
1. Web shopping
Until June 2010, the number of web shopping users has reached 142 million; the
utilization rate has been raised to 33.8%, by 5.7%, and the increase rate of users in the
half year has reached 31.4%.
The quicker growth of web shopping users has shown a strong development trend of
e-commerce market in China. As the application of e-commerce of small and medium
enterprises tends to be normal, the retail sales business of network become routine and
the subject of web shopping market increasingly gets stronger. Meanwhile, in the first half
year of 2010, some new styles and opportunities have emerged in the web shopping
market. Firstly, the rise of bulk purchase model takes on a development trend of regional
e-commerce services; secondly, shopping websites shift towards mobile platform and
mobile e-commerce is closely arranged; thirdly, B2C develops towards mainstream and
web shopping pays more attention to user experience and safety guarantee, etc.; fourthly,
web shopping sites speed up their pace of self-constructing logistics or providing of
logistics through cooperation and actively enhance the service foundation under the line.
In addition, as the fight for free transportation expenses is started again, web shopping is
increasing its speed to penetrate towards the social public through media publicity and

promotion activities.
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Fig. 21 Comparison on web shopping users from December 2009 to June 2010
2. Online payment
At present, the utilization rate of online payment in China is 30.5% and the number of
users is 128.1 million, with an increase of 36.2% in the half year. It remains the web
application with the fastest growth of users.
The reasons for rapid growth of online payment mainly include: firstly, web shopping
rapidly increase and promotes the fast growth of online payment. Secondly, the support
scope of online payment becomes extensive. In variety, more and more enterprises
opened the services of online payment of water, electricity and gas fees, etc. In area, not
only first tier cities but a large number of second/third tier cities expand their online
payment methods. Thirdly, the online applications between enterprises become more
extensive. The much deeper extent of enterprise informization and upgrading of hardware
and software facilities all speeds up the upgrading of enterprise information flow; the
capital flowing between more and more enterprises tend to be conducted by way of online
payment.
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Fig. 22 Comparison on
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online payment users from December 2009 to June 2010

3. Travel ordering

The travel ordering in China occupies a relatively small proportion, but takes on a trend of
faster growth. Until June, 2010, the utilization rate of travel ordering has reached 8.6%
and the number of users has reached 36.12 million, with an increase of 19.4% in the half
year.

The user group to make travel ordering through the internet constantly increases;
meanwhile, mobile e-commerce in China speeds up its step towards online travel ordering
industry. In the first half year of 2010, travel ordering websites in China have started, one
by one, to establish mobile terminal and promoted mobile ordering function, opened
mobile websites to realize hotel and air ticket ordering services. Seen from the user end of
travel ordering, potential user group enjoys a huge user group. The coverage rate of travel
ordering users among mobile net citizens is high and the standardization of travel ordering
mobile products is suitable for mobile platform exhibition, therefore, the future travel

ordering will also embrace a quicker growth.
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Fig. 23 Comparison on travel ordering users from December 2009 to June 2010
(n ) Exchange and Communication
1. Instant messaging
Until June 2010, the number of instant messaging users in China has reached 304 million,
with an increase of 72.4%. Compared to the end of 2009, the utilization rate of instant
messaging obtains a slight recovery, which has a close relationship with the promotion of

mobile instant messaging. At preset, the users of instant messaging only using mobile
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