Statistical Report on Internet
Development in China

(January 2013)

CNIC

China Internet Network Information Center



Preface

In 1997, state competent departments decided through discussion to let China Internet
Network Information CenteiGNNIC) organize relevant Internet entities to jointly carry out
Internet development survey. Ever since then, CNNIC has published 30 statistical reports on
Internet development in China, and this report is ti&r&ort. Internet has become a key sector
that affects the development of our society and economy and changes people's lifestyle. All the
reports of CNNIC have witnessed the whole develo
industry. With precise and objective data, the reports provide signifbasis for government
departments and companies to understand the development of Internet in China and make
relevant decisions. Therefore, they have attracted much attention from all circles and have been
cited widely both at home and abroad.

Since 198, CNNIC has been issuing the Statistical Report on Internet Development in
China every January and July by convention. The continuous survey and study on the scale of
Internet users, structural features, access modes and network applications werd proale
31 report, which follows regular contents and style.

Data collection in this Report also received great support from the government, enterprises
and all walks of life. All surveys went smoothly under the guidance of the Ministry of Industry
andInformation Technology, and data collection of basic resources was completed in time with
the close cooperation of Internet organizations, survey websites and media. We hereby express
our sincere gratitude to all of them. Meanwhile, we would like to exbem sincere thanks to

Internet users who have participated in outf Stistical survey on Internet development.

China Internet Network Information Center

January 2013
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Abstract

1. Basic Information

N By the end of December 2012, Chirasthad 564 million Internet users, with a total of 50.9
million new ones. The Internet penetration ratelafl%, a growth of 3.8% compared with
the end of 2011.

N By the end of December 2012, China has haimlion mobile Internet users, 64.4 million
more than that at the end of 2011. Among all the Internet users, those using mobile phones to
access Internet increased from 69.3% at the end of 2011 to 74.5%.

N The rural Internet users accounted for 27.6% of the total in China, reaching 156 million,
which rose slightly compared with the figure in 2011, with an increase of 19.6 million over
the end of 2011.

N The ratio of Internet users using desktops dropped to 70.6% by nearly 3% over the end of last
year. The ratio of Internet users using laptops droppghtisiito 45.9% compared with the
figure at the end of last year. The ratio of Internet users using mobile phones rose quickly
from 69.3% to 74.5%.

N China had a total of 13.41 million domain nar
names, a proportion & 6 . 0 %, ance »80,0mMxald0 nfi.names. The tota
websites, namely the number of websites registered by the registrants of website domain
names (including accessions both from home and abroad) continued growing, reaching 2.68
million.

N By the endof December 2012, the ratio of the interviewed smaftid mediurrsized
enterprises (SMEs) depending on compbtesed offices reached 91.3%, and that having
access to Internet 78.5%. The penetration rate of fixed broadband hit 71.0%, the proportions

of online sale and online purchase 25.3% and 26.5% respectively, and the ratio employing



internet to carry out marketing and promotion 23.0%.

2. Trends and Features

The growth of Internet users continued the slowdown tendency, and mobile phone
Internet users kept growing vigorously

In 2012, the Internet penetration rate reached 42.1% in China, rising 3.8% over the previous
year. The growth extent further contracted compared with the last year. Mobile phone Internet
users hit 420 million, growing at the anhuate of 18.1%. Of all Internet users, the proportion of
those using mobile phone to access the Internet kept rising, further strengthening its position as the
top Internet access terminal. However, compared with PC Internet users (including both desktops

and laptops), the scale of mobile phone Internet users still had a big gap to fill.

The growth rate of .CN domain names attained 112.8%, accounting for more than half
of the total number of domain names across China.
By the end of December 2012, Chinashhad a total of 7.51 million .CN domain names, a
big increase of 112.8% compared with the same period of last year, accounting for 56.0% of the
total number of domain names in the country. The number of .COM domain names hit 4.83

million, accounting fola proportion of 36.0%.

Users of microblog kept growing, and mobile users saw a gradually dominating trend

By the end of December 2012, China has had a total of 309 million microblog) ase
increase of 58.73 million. Of the internet users, microblagsuaccounted for 54.7%, up by 6%
over the end of last year. A considerable number of users accessed microblogs and published
microposts via mobile phones. By the end of 2012, the mobile phone microblog users has hit 202

million, namely 65.6% of microblogsers used their mobile phones to access microblogs.

Online shopping and group shopping kept growing at a high rate
By the end of December 2012, China has had a total of 242 million online shoppers, and the
utilization ratio of online shopping rose t0.4%. Compared with 2011, online shoppers grew by

48.07 million at a rate of 24.8%. Against the background that the growth of Internet users slowed
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down gradually, the application of online shopping still kept a momentum of rapid growth. The
absolute growtlof Internet users outperformed that in 2011, 4% higher than the growth rate in the
same period of last year. China had a total of 83.27 million group shopping users, and the
utilization ratio rose to 14.8% by 2.2% over the end of the 2011. The numbegupf shopping

users increased by 28.8% across the year, keeping a relatively high growth rate.

E-commerce applications on mobile phones witnesses an-adlnd significant growth in
utilization ratio

E-commerce applications witnessed fast developmenteirfighd of mobile phone terminal,
growing in an alsided manner. Compared with 2011, the proportion of mobile phone Internet
users shopping online via mobile phones grew by 6.6%, and the total number was 2.36 times as
great as that at the end of last ydaraddition, the proportion of mobile phone group shopping
users in the total number of mobile phone Internet users went up 1.7% over the end of last year,
that of mobile phone online payment up 4.6%, and that of mobile phone online banking up 4.7%.

Theusers of the three mobile applications all grew by more than 80%.

The construction of Internet infrastructure for SMEs required further improvement
and the application level of Internet needed further enhancement
At present, the Internet penetration rateong SMEs in China still remained at a low level,
and the broadband construction needed to be pushed forward further. Meanwhile, compared with
the penetration rates of online purchase and online sale of some member countries at the end of
2011 publishedy OECD, the portion of online sale among SMEs in China was 25.3%, and that
of online sale was 26.5%, both remaining at a low level. Apart from lacking the inforrhated
driving force, Chinads SMEs had a elenvimhmessd under s
of laws and regulations and systems of logistics and payment could only provide restricted
supports, so we still lagged far behind the world advanced level in terms of the penetration rate of

online purchase.



Chapter | Introduction

|. Survey Methodology

(I) Survey on Individual Internet Users

1.1 Survey Population

Permanent residents at the age of 6 or above who have fixed-line telephones

(including home phones, PHS and dormitory telephones) or mobile phones.

N Sample size
Totally 60,000 survey samples in which 30,000 for fixed-line telephones and the other
30,000 for mobile phones, covering 31 provinces, autonomous regions and municipalities

directly under the Central Government in Mainland China.

N  Division of survey population



The survey population can be divided into three categories:

Subpopulation A: Survey subpopulation using fixed-line telephones (including
residents with home phones, PHS users, students with dormitory telephones, and other
users with dormitory telephones);

Subpopulation B: Survey subpopulation with mobile phones;

Subpopulation C: Survey subpopulation with both fikad telephones and mobile phones
(there is overlap between subpopulation A and subpopulation B, the overlapped part is

subpopulation C), C=AB.

1.2 Sampling method

CNNIC surveys subpopulation A, B and C. Double sampling is adopted for the survey
SO as to cover more Internet users. The first sampling frame is subpopulation A, the
people with fixed-line telephones. The second sampling frame is subpopulation B, the
people with mobile phones.

For the survey population with fixed-line telephones, stratified two-stage sampling is
adopted. To ensure the sufficient representativeness of samples, the whole country is
divided into 31 tiers according to the province, autonomous region and municipality
directly under the central government and the sampling is made independently at each
tier.

The self-weighted sampling method is adopted for each province. The sample sizes
are allocated for each district, city and prefecture (including the governed districts and
counties) in accordance with the proportion of the people at the age of 6 or above in the
city covered by fixed-line telephones in the total population covered in the whole province.

Sampling in subpopulation B is similar to that in subpopulation A. The whole country
is divided into 31 tiers according to the provinces, autonomous regions and municipalities
directly under the central government, and sampling is made independently in each tier.
Samples are allocated in accordance with the proportion of the residents in each district or
city to make the sample allocation in each province conform to the self-weighting method.

To ensure the residence fixed-line telephones are taken in almost identical

opportunities in each district, city or prefecture, that is, the local humber with more
8



residence fixed-line telephones will more likely be taken, and for easier operability in the
visit and implementation work, the residence fixed-line telephone numbers in each district,
city and prefecture are taken according to the following procedures:

The survey of the subpopulation with mobile phones is to take all mobile phone local
numbers in each district, city and prefecture; then certain 4-digit numbers are generated
randomly in combination with the valid sample size in each district, city or prefecture, and
then combined with the mobile phone numbers in each district, city or prefecture to form a
number library (local number + the random 4-digit number); randomly order the number
library; dial and visit the randomly ordered number library. Survey of the subpopulation
with fixed-line telephones is similar to that of the subpopulation with mobile phones: a
random number is generated to form a telephone number with the local number, then
these numbers are dialed and visited. To avoid repeated sampling, only the people with

fixed-line telephones are visited.

1.3 Survey method

The computer-assisted telephone interviewing (CATI) system is adopted for the

survey.

1.4 Differences between survey population and targeted population

A study for the population who are not covered by telephones in 2005 by CNNIC
shows that Internet users are very few in this subpopulation. Currently, the subpopulation
is downsizing gradually with the development of our telecom industry. In this survey, there is
an assumption, i.e.

Internet users who are not covered by fixed-line telephones and mobile phones are

negligible.

(II) Enterprise Survey



2.1 Survey target
The target population of telephone survey is small and medium-sized enterprises with

legal personality in Mainland China, excluding privately-owned businesses.

2.2 Sampling method

Stratified random sampling is adopted in the survey. The sampling size in each
province is based on the economic census data and random sampling is carried out in
accordance with the enterprise yellow page data of each province. The number of final

valid samples is 4,500.

2.3 Implementation method of the survey

The method of telephone survey (CATI) is adopted in this project. The methods for
controlling the randomness and accuracy are as follows:

1) Calls are made from 9 am to 6 pm on working days.

2) The SME libraries are visited by random dialing by province, city and industry. After
the survey is accomplished, the telephone investigation company is asked to provide the
detailed dialing information of all the phones for random checks.

3) To avoid the randomness being influenced by the put-through rate, numbers that

cannot be connected will be dialed for at least three times.

4) To avoid the influence of investigator s

is stated that items that are not needed to be read out cannot be given any prompt and the
guestions should be asked properly.

5) After telephone survey, the data are pre-processed to check the logical relation
between the value of a variable and the variable itself. Unqualified samplings shall be all

deleted.

(111') Online Survey

Online survey focuses on the use of typical Internet applications. CNNIC conducted

10
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online survey from November 1 to December 31, 2012. The questionnaire is on the
CNNIC website, and the links are available on government websites and major websites
of China. Internet users voluntarily participated in and filled out the questionnaire. After the
guestionnaires wer e ret ur nwad,verifigdu and tinvalichnai r e s 6
guestionnaires were sieved out by special techniques. Totally 157,172 valid

guestionnaires were received.

(IV) Automatic Online Search and Data Report

Automatic online search is used to conduct technical statistics about quantity of
domain names and websites, and their geographical distribution. Statistical data for
reporting mainly includes the number of IP addresses and international Internet

bandwidth.

4.1. Total number of IP addresses

The data of IP addresses counted by provinces come from the IP address databases
of Asia-Pacific Network Information Center (APNIC) and CNNIC. Registered data that can
clearly distinguish the provinces of the addresses in each database can be added
respectively by provinces to generate data of each province. As address allocation is a
dynamic process, the statistical data are only for reference. The Ministry of Industry and
Information Technology, as the national competent department of IP addresses, will
require our IP address allocation organizations (such as China Telecom) to report the IP
addresses they own biannually. To ensure accuracy of IP data, CNNIC will compare and
verify APNIC statistical data and the reported data to confirm the final quantity of IP

addresses.

4.2. Total number of domain names and websites in China
Total number of domain hames and websites in China can be attained by adding the

following two portions of data:
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The first portion is the number of domai n name
obtained by CNNIC through automatic online search on computers; the second portion is
the number of China gTLD and websites provided by domestic registries of top level
domains. The data include: number of all gTLD and the relevant websites; number of
gTLD classified by A.COMo, A.NETO and iA. ORGO and

of gTLD classified by the province where the registrar is and corresponding websites.

4.3. International Internet bandwidth

The Ministry of Industry and Information Technology can obtain regularly the number
of total bandwidth of Internet connecting Chinese carriers with other countries and regions
through the report system of telecom enterprises. The reported data are included in the

Statistical Report on Internet Development in China.

ll. Definitions of Terms in the Report

N INTERNET USERS: Chinese residents at the age of six or above who have used
Internet in the past 6 months.

N Mobile INTERNET USERS: Internet users who have used mobile phones to
access and surf Internet in the past 6 months, but not limited to those surfing Internet via
mobile phones only.

N Computer INTERNET USERS: Internet users who have used computer to
access and surf Internet in the past 6 months, but not limited to those surfing Internet via
computers only.

N Rural INTERNET USERS: Internet users who have been living in rural areas
of China in the past 6 months.

N Urban INTERNET USERS: Internet users who have been living in urban
areas of China in the past 6 months.

N IP ADDRESS: as the basic resource in Internet, the IP address functions to

indentify online computers, servers and other devices on Internet. Connection with the

12



Internet can be realized only when an IP address (in any form) is acquired.
N DOMAIN NAME: Domain name in the Report only refers to the English domain
name, which is a string comprised of numbers, letters, and hyphens (-) and separated by
dots (.). It is a hierarchical structural Internet address identifier corresponding to the IP
address. The common domain names are divided into two categories: country code
top-l ev el domain (ccTLD), such as the domain names
China; and generic top-level domain (gTLD), such as the domain names ended with
i. COMo, fA.NETO and fA. ORGO.
N WEBSITE:I't refers to the web sites with domain
nameod as the web address, i ncl-ewlidonggin hame web sit

i.CNO and gTLD. The r enghinghe teratory of RORIC. Rohegamplee bsi t e i s

for the domain name of Acnnic.cno, it has only
address is fAcnnic.cnod or Awww.cnnic.cho. Ot her v
Amail .cnnic.cno wi bthe seffixarb reghroed as differemtactmenelsaof

the website.

N Enterprises/ SMEs: The enterprises mentioned in this report all refer to
small- and medium-sized enterprises (SMEs), and privately-owned businesses are
excluded in accordance with the definition stated in the Regulations on the
Standard for the Classification of Small- and Medium-sized Enterprises jointly
issued by the Ministry of Industry and Information Technology, the National Bureau
of Statistics of China, the National Development and Reform Commission and the
Ministry of Finance. In the Regulations on the Standard for the Classification of
Small- and Medium-sized Enterprises, SMEs are classified into three types:
medium-sized, small-sized and mini-sized. The specific standards are stipulated in
accordance with such indicators as enterprisesod

and total assets and in combination with the industry characteristics.

N Scope of survey: Unless otherwise expressly indicated, data in this Report only
refer to mainland China, excluding Hong Kong, Macao and Taiwan.

N Deadline of survey data: The deadline of the statistical survey data is
13



December 31, 2012.
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Chapter Il Size and Sructural
Featuresof Internet Users

|. Size of Internet Users

(I) Overall Size of Internet &krs

By the end of December 2012, China has had 564 million Internet users, with a total of
50.9 million new ones. The Internet penetration rate reached 42.1% in China, rising 3.8% over

the previous year. The growth extent further contracted comparetheilist year.

Size of Chinese Internet users and Internet penetration rate

100000

10,000 persons 42.1%

75000
50000
8.5%
25000 21000
11100 13700
o L 1 1 1 1 1 1 1 J

2005 2006 2007 2008 2009 2010 2011 2012
=== Number of Internet users
—%— Internet penetration rate

Source: CNNIC Statistical Survey on Internet Development in (

Figure 1 Size of Chinese Internet users and Internet penetration rate
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After analyzing the willingness of nenternet users to use Internet, it can be concluded that
Internet development in China will keep ttrend of slowingdown growth in the future. In the
mid-year research conducted in 2011, 65.0% ofinternet users said that it was sure or it was
highly possible that they would not use Internet in the next six months; however, by the end of
2012, the peeentage had raised to 77.3%. In comparison, potential Internet users who do not use
Internet currently but will consider it in the next six months only occupy 13.4%, keeping a
gradually declining trend. The result indicates that potential Internet ukerfiave intention to
use Internet are gradually becoming Internet users while for those who have no intention to use

Internet, there is not a remarkable increase in Interoedssing intention.

Intention to use Internet in the future for non-Internetusers

—4— positive ~ —=— uncertain +— negative
90% -
77,3%
68% - 0 ’
69.5% 72,9%
65,0%
45% -
_ 17,5% 0 0
23% i 16,3% & 13,4%
17,5% — =
14,3% 10,2% 9,3%
0% T T T 1
Junl3 Decl1 Junl?2 Decl2

Source: CNNIC Statistical Survey on Internet Development in China

Figure 2 Intention to use Integt in the future for neinternet users

Among nonlinternet users with different intentions to use Internet in the future, they have
different reasons for not using Internet. For those with strong intention to use Internet (i.e.
potential Internet usergkestrictions from life style (lack of time) and hardware condition (without
device to access Internet, Internet is not available at the local area) are comparatively more
apparent (see Figure 3). As the infrastructure construction for Internet is intprokigrges for
Internet access and Internet terminals gradually declines, restrictions can be removed in the

external environment, thus the momentum for the growth of Internet users in the future lies mainly
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in those potential users with the joint effofitsm the government and Internet industry and the

development of technology.

Intention to use Internet and reasons for not using Internet for non-
Internet users

%

80
66
60
42
40
20
0
Ignorance of Having no Internetaccess lack of time Too young/ too
computer/ Internetaccess notavailable old
Internet deviceslike
computer
® definite ® possible ® uncertain
possibly not certainly no

Source: CNNIC Statistical Survey on Internet Developmentin (

Figure 3 Intention to use Internet and reasons for not using Internet fémteamet users

For nonlinternet users who have no intention to ugerhret in the future, their main reasons
lie in that they are ignorant of computer and Internet, or they are too old. It is a complicated
situation: for some, applications on Internet are distant from their daily life, therefore, they do not
have enough ipetus to learn and accept new things and their demand for Internet is not strong;
there is a technological threshold for using Internet, with requirements for certain knowledge and
skills. No matter it is because the lack of demand, or because thehgastaotd, the solutions for
those problems not only lie in the measures of infrastructure construction and downturn of charges,

but also innovation for the application of Internet, targeted service modes for different groups of
17



people, closer connection theen online and offline worlds, and intelligent and easy Internet
hardware.

The development of next generation Internet and mobile Internet brings opportunities for the
fulfillment of those changes. In 2012, the Chinese Government formulated a seradisiof for
the research, development and application of these technologies: in February, the path and
timetable for the development of IPv6 were finalized; in March, the Ministry of Industry and
Information Technology held a meeting on the popularizatimhspeed acceleration of broadband
and proposed the strategy ofl12"fiBerYeanDebelopment Chi na o ;
Plan for Communications Industiyas issued, which set development targets and plans for new
services such as popularization bfoadband, Internet of things, and cloud computing.
Accelerating the application of new technologies, these policies will boost consecutive innovation

of Internet.

(I1) Size of Mobile phone Internet users

By the end of December 2012, China has had 48®mmobile phone Internet users, 64.4
million more than that of the end of 2011. Among all the Internet users, those using mobile phones

to access Internet increased from 69.3% at the end of 2011 to 74.5%.
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Size of Chinese mobile phone Internet users and the
percentage in all Internet users

60000 74.5% 80%

10,000 persons 69.3%
66.2%

45000 41997 60%
35558
. 30274
30000 40%
23344
24.0%
15000 11760 20%
5040 I
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I size of mobile phone Internet users

[+ percentage of mobile phone Internet &

Source: CNNIC Statistical Survey on Internet Developmentin China

Figure 4 Size of mwbile phone Internet users

The size of mobile phone Internet users increased sharply in 2012, surpassing the number of
users who use desktops in the middle of the year. Meanwhile, as the majority of mobile phone
Internet users use feature phones rathem #mart phones, they are left behind by users with PC
terminals in terms of time spent on Internet, depth of application, and abundance in functions.

The meanings of fast penetration of mobile Internet lie in that, on the one hand, it brings a
great upstge of mobile Internet innovation. Smart mobile terminals where smart phones play the
main role provide large innovation space for practitioners in Internet with its novel terminal
interactive mode and usage environment and habit. A large amount of popblé applications
appeared in 2012 and attracted more and more Internet users to access into mobile Internet. On the
other hand, the development of mobile Internet makes it possible to use Internet for people and
areas where Internet access and termavalilability are limited, including residents living in
distant rural areas, migrant workers, and groups with low income and poor education background.
Terminals that are inexpensive and easy to operate meet their primary demands to use Internet,
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and boosfurther popularization of Internet. With the prices for smart terminals decreasing, a huge
amount of lowend smart phones were introduced to the market. And as the rate for traffic flow
decreases, these groups of people would turn to smart phone asierallgr Great potentials wait
ahead for the mobile Internet market, especially with people who werabt®to access to

Internet in the age of traditional Internet.

(111) Size of Internet Users in Provinces

The sizes of Internet users in 31 provindesunicipalities directly under the central
government and autonomous regions) in the Mainland China experienced growth at different
levels in 2012 where Guizhou, Anhui, Guangxi and Jiangxi, provinces with lower penetration rate
of Internet, withessed thkighest growth. While the growth rates in Beijing, Shanghai, and
Guangdong, where the penetration rate were comparatively high, slowed down.

By the end of 2012, 8 provinces and municipalities had Internet users accounting for at least
half of their residets. Among which, the penetration rate of Internet in Beijing and Shanghai
attained to about 70%, reaching the level of countries with high penetration rate such as North
American countries, most Western European counties, Japan and South Korea. Aradigrenetr
rate in Guangdong, Fujian, Zhejiang and Tianjin reached about 60%. In Liaoning and Jiangsu, it
attained 50% in 2012, sharing a similar level with Russia and Brazil, two emerging market
economies. In terms of the growth rate of Internet users, ektdpanjin, the growth rates in
other 7 provinces were below the national average level.

The penetration rates in Shanxi, Hainan, Xinjiang, Qinghai, Hebei, Shaanxi, Chongqing,
Ningxia, Shandong and Hubei were between 40% and 50%. Specifically, the timmeatzs in
Hebei and Ningxia grew by over 4%, making them top two with the highest growth rate.

However, Internet penetration rates in Inner Mongolia, Jilin, Heilongjiang, Guangxi, Hunan,
Tibet, Sichuan, Anhui, Gansu, Henan, Guizhou, Yunnan, and Jiavepe all below 40%,

indicating that penetration rate in different regions and areas differs a lot from each other.

Table 1 Size of Internet users and penetration rate of Internet in provinces (municipalities directly
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under the central government andacmomous regions) of the Mainland China between 2011 and 2012

1606 68.4% 5.3%

2280 61.3% 8.5%

58.5% 10.3%

3952 50.0% 7.2%

43.7% 13.6%

41.9% 14.7%

1551 41.5% 8.6%

40.3% 24.5%

2309 40.1% 8.5%

1062 38.6% 10.0%

1586 34.2% 17.2%

33.3% 12.7%

1869 31.3% 17.9%

2856 30.4% 10.6%

1321 28.5% 15.9%
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(IV) Size of Rural Internet Users

By the end of December 2012, the rural Internet users accounted for 8716%total in
China, reaching 156 million, which rose slightly compared with the figure in 2011, with an

increase of 19.6 million over the end of 2011.

Urban-rural structure of Internet Users

80% 73.5% 72.4%
40%
20%
0% ' '
Urban Rural
"2011 "2012

Source: CNNIC Statistical Survey on Internet Developmétiiima

Figure 5 Urbarrural structure of Internet users

In recent years, @mnges of urbanural structure among Internet users have remained stable.
It connects to the rapid urbanization advanced by our country. Permanent population in urban
areas surpassed that in rural areas in 2011, making the urbanization rate breakitbkl tbfes
50%. Rural population have declined to 657 million from 728 million in 2008, therefore, the
percentage of rural Internet users did not increase remarkably. Currently, gaps remain in Internet
penetration rate in rural and urban areas: by the e201#, the rate among urban residents has
reached about 60% while it was 23.7% in rural area. However, the growth rate in rural area has
become slightly higher than that in urban areas starting from 2011. The trend of enlarging gaps of

Internet penetratiowas over, reflecting achievement of the popularization work in rural area.
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Urban-rural Internet penetration rate and urbanization progress
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Figure 6 Urbarrural Internet penetration rate and urbanization progress

Il. Attributes of Internet Users

(I) Gender Structure

As of the end of Decenalp 2012, the sex ratio of Internet users was 55.8:44.2, similar to that

of 2011. Gaps remain in use rate of Internet for male and female residents.

Gender structure of Internet users

60% 55.9% 55.8%
- 44.1% 44.2%
40%
20%
0% L ;

male female
#2011 2012

Source: CNNIC Statistical Survey on Internet Development in China

Figure 7 Gender structure of Internet users
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(1) Age Structure

Percentage dhternet users between the age of 10 and 19 has declined from 26.7 % in 2011
to 24.0%, relating to the population decline of that age. Besides, percentage of Internet users
above the age of 40 increased at different levels for different age sectionseetchppon speed

of Internet among these groups accelerated.

Age structure of Internet users
40%

29,8% 30,4%
30% 26,7% 25,7% 25,3%

20%
11,4% 12,4%

10%
4,1%4,4%

1,7%1,7% 0796 1,8%

0%

below10 10 19 20-29 30-39 40-49 50-59 60 4 Jud
=2011 2012

Source: CNNIC Statistical Survey on Intemet Developmentin China

Figure 8 Age structure of Internet users

(111) Education Structure

Internet penetration rate among people with high school and junior college degree and above
educdion background has attained a comparatively high level, and among people with junior
college degree and above in particular, was saturated. The growth momentum of Internet users is
from people with low education background. By the end of 2012, percesftagernet users with

the education background of elementary school and below has grown up to 10.9%.
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Education structure of Intemet users
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Figure 9 Education structure of Internet users

(IV) Occupational Structure

As Internet penetration ratamong students stays at a high level and high school and
elementary school students decline each year, students, as the largest group of Internet users, has
dropped to 25.1% in 2012. Percentage of people of individoallyed business/ freelancers
rankedthe second, reaching 18.1%. In companies and enterprises, managers account for 3.1% and
general employees account for 10.1% in all Internet users. And among party and government
organs and institutions, the leading cadres and common clerks account forald5% 2%

respectively. And professional technicians take up 8.1%.
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Occupational structure of Internet users
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Figure 10 Occupational structure of Internet users

(V) Income Structure

Internet users with monthly incont# above RMB 3,000 increase steadily, accountirrg fo

28.8%, which is 6.5% higher than the end of 2011.

1 Among which, sudents' income includes living expenses provided by theilitamsalary from worlstudy
program, scholarship amiherincome. Farmefincome includes living expenses from their offspring, income
from agriculturalproduction, and government subsidizeTjoblessunemployedand laidoff peoplés income
includes lving expenses from their offspring, relief fund, subsidy, pension and basic living allowance from
government. Te retired peopl® income constitutes of living expenses from their offspring, and retirement
pension.
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Personal income structure of Internet users
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Figure 11 Structure of monthly income of Internet users

lIl. Access Modes

(1) Internet Access Devices

The ratio of Internet users using desktops dropped to 70.6% in 201&ably 8% over the
end of last year. The ratio of Internet users using laptops dropped slightly to 45.9% compared to
the figure of the end of last year. The ratio of Internet users using mobile phones rose quickly from

69.3% to 74.5%.
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Internet access devices
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Figure 12 Internet access devices

(I1) Locations to Use Internet

As more and more homes become Internet accessible, 91.7% of Internet users went online at

home at the end of 2012, a 2.9 percent growth compared to that of the end of last yeaedt sh

that household Internet access rate was on the rise. Percentage of Internet users who access to

Internet at Internet bar or computer room at school dropped considerably, among which using

Internet bar dropped 5.5% and using public computer room abkdtopped 3%. Decline of use

rate of public places with Internet access devices is the inevitable result of higher possession of

personal Internet access devices and improvement on the condition of Internet access.

Locations forInternet users to use Internet with computers
100% 88,89 91.7%
80%

60%

40% 27 9% 33,2% 32,4%
y 22,4%

20% 13,6% 13,3%
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Athome Internet bar Atwork At school Public places
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Source: CNNIC Statistical Survey on Intemnet Developmentin China

Figure 13 Locations for Internet users to surf Internet with computers
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(111) Online Duration

Weekly average of time spend online in 2012 was 20.5 hours, 1.8 hours more than that of

2011.

Weekly average online duration per Chinese Internet

user
& 20.5
hours 187 :
16
8
O L
2011 2012

Source: CNNIC Statistical Survey on Internet Development in China  2012.12

Figure 14  Average weekly online dueat of Internet users

Chapter |11 Basic I nternet Resources

|. Overview of Basic Resources

China had 331 million IPv4 addresses and 12,535/32s of IPv6 addresses at the end of

December 2012.
Tot al domain names were 13.40 mestltedched@5l among
million, a 112.8% growth and took up 56.0% of al

€ 0 domain names reached 280, 000.
There were altogether 2.68 million websites, a 16.8% growth compared to that of the same

time last year.

Intermational Internet bandwidtheachd 1,899,792 Mbps, with a growth rate of 36.7% to

that of the same time last year.
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Table 2

Comparison of China Internet basic resources from2012

December December Annual

2011 2012 Annual growth growth rate
IPv4 330,439,936 330,534,912 94,976 0.0%
IPV6 (/32s) 9,398 12,535 3,137 33.4%
Domain name 7,748,459 13,412,079 5,663,620 73.1%
Wherein, .CN Domain nam 3,628,511 7,507,759 3,979,248 112.8%

Wherein,&  Domain name] o} 283,484 o} o}
Website 2,295,562 2,680,702 385,140 16.8%
Wherein, .CN websitd 951,609 1,036,864 85,255 9.0%

Wherein, & website o} 4,095 o} o}
International Internet bandwidth (Mbps) 1,389,529 1,899,792 510,263 36.7%

Il. IP Addresses

China has had 12,535/32s IPv6 addresses by the end efmbec2012, a remarkable 33.4%

growth compared to that of the same time last year and ranking the third worldwide. According to

Notice on the Development Proposal of the Next Generation Internet in"tévi2year Period,

small scale commercial pilot$ B°v6 will be gradually carried out before the end of 2013. It is to

form the commercial modes and technology evolution path and make preparation for the overall

deployment of IPv6. Plentiful address resource is the foundation for the smooth implemaitatio

that process.

Number of IPv6 addresses
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Source: CNNIC Statistical Survey on Internet Development in China 2012.12

Figure 15 Number of IPv6 addresses in China
Total number of our IPv4 addresses remained, which was 331 million at the end of December
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2012.

Number and growth rate of IPv4 addresses in China
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Figure 16 Changes of IPv4 addresses resources in China

l1l. Domain Names

The total number of domain names increased to 13.41 million as led by the great growth
of .CN domain name. The growth rate reached 73.1% compared to that of the end of last year.

Table 3 Number of domain names in each category

Number Proportionin total domain names
CN 7,507,759 56.0%
COM 4,834,690 36.0%
NET 629,154 4.7%
é 283,484 2.1%
ORG 145,414 1.1%
Others 11,578 0.1%
Total 13,412,079 100.0%

China has 7.51 million .CN domain names as of the end of, 28t&asing by 112.8%
compared to that of the same time last year and accounting for 56.0% of all China domain names.
And .COM domain names were 4.83 million, taking up 36.0%. Beside, numizer of domain

names reached 280,000.
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Table4 Numberofdomai names in each fA.CNO category

Number Proportion in total CN domain name

cn 6,158,126 82.0%
com.cn 1,059,202 14.1%
net.cn 126,059 1.7%
org.cn 58,117 0.8%
gov.cn 52,889 0.7%
adm.cn 45,588 0.6%
edu.cn 4,026 0.1%
ac.cn 3,711 0.0%
mil.cn 41 0.0%

Total 7,507,759 100.0%

V. Websites

China has had 2.68 million websiteg the end of June 2012. The number has increased 0.38

million in the year with the growth rate of 16.8 %.

Numbers of websites in China
400
10,000 323
300 288 268
230
200 191
150
5 : l I
0 L3 ' 1 3 'l . A L A A (1L |
20086 2007 2008 2009 2010 201 2012
7Sourcé?CNNIC Stziﬁs;ﬁcal Survey 01; intemet Develoénient in China 7 T 201;’.712

Figure 17 Number of Websites in China

Not e: Websites with the domain name of i. EDU. CNO

2 Websites whose domain names registrants are within the territory of the P.R.C.
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V. Webpages

By the end of 2012, China has 122.7 billion webpages, growing by 41.7% compared with
that of 2011.

Number and growth rate of webpages in China

1600 200%
100 million 161.0%
1227
1200 150%
800 100%
71.9%
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s Number of webpages —»— Growth rate
Source: CNNIC Statistical Survey on Internet Dévelopmenti;éhma - ;0{: ?2

Figure 18 Number of Webpages in China

Average number of webpages of a single website and average number of bytes of a single
webpage in 2012 remained the growth momentum in 2012, indicating that the content on the
Internetwas more abundantaverage number of webpages of a single website reached 45,800, a

21.4% growth to the same period last year; and average number of bytes of a single webpage was

42KB, a 10.2% growth.

Table 5 Number of Webpages in China

) Growth
Unit 2011 2012
rate
Total number of 86,582,298,393 122,746,817,252 41.77%
webpages
59,364,979,522 60,379,347,181 1.71%
Static webpages Proportion in total o}
webpages 68.56% 49.19%
) 27,217,318,871 62,367,470,077 129.15%
Dynamic webpages —
Proportion in total 31.44% 50.81% o]

% Data source: Baidu.com, Inc. (Beijing)
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webpags

Size of the webpage KB 3,313,529,625,004 5,140,463,284,441 55.14%
(total byte)

Average webpages of 37,717 45,789 | 21.40%
each website

Average bytes of each KB 38 42 10.21%
webpage

VI. International Internet Bandwidth

By the end of December 2012, China has had 1,899,792 Mbps of international Internet

Gateway bandwidth, up 36.7 % in the whole year.

International Internet gateway bandwidth and its growth rate in China

2000000 1,899,792
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Source: CNNIC Statistical Survey on Intemet Development in China

Figure 19 Changes of Chinabts i
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Table 6 International Internet gateway bandtiof major backbone networks

International Internet bandwidth (Mbps

China Telecom 1,048,848
China Unicom 586,279
China Mobile 206,563
China Education and Research Network 35,500
China Science and Technology Network 22600

China International Economy and Trade Net 2

Total 1,899,792
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Chapter IV Internet Applications
of INTERNET USERS

|. Overall Condition of Internet Applications

The use of internet applications in 2012 had a similar tendency to thadlih ZThe
utilization ratio of instant messaging, NAQ. internet application, kept rising,-cemmerce
applications were rapidly developing and the utilization ratios of traditional internet applications
such as enail and forum/BBS were on a decline.

Users of microblog kept growing, and mobile users saw a gradually dominating
trend

The number of microblog users reached 309 million in 2012, a 58.73 million increase over
the end of 2011. The rapid expansion of microblogs had come to an end, but the amwilnal gr
was still as high as 23.5%A considerable number of users accessed microblogs and
published microposts via mobile phones. By the end of 2012, the mobile phone microblog
users has hit 202 million, namely 65.6% of microblog users used their mobile phones to
access microblogs.

Online shopping and group shopping kept growing at a high rate

Online shopping users reached 242 million, and the utilization ratio increased to 42.9%.
Online shopping users increased by 48.07 million, or 24.8%, compared withAfHinst the
background that the growth of Internet users slowed down gradually, the application of
online shopping still kept a momentum of rapid growth. The absolute growth of Internet
users outperformed that in 2011, 4% higher than the growth rate in the same period of last
year. The number of group shopping users was 83.27 million, increasing the utilization ratio to
14.8%, a 3.3% growth over the end of 2011. The increase in the number in a year was as high as
28.8%.

E-commerce applications on mobile phones witnessed an all-round significant
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growth in utilization ratio

E-commerce applications witnessed fast development in the field of mobile phone
terminal, growing in an all-sided manner. Compared with 2011, the proportion of mobile
phone Internet users shopping online via mobile phones grew by 6.6%, and the total
number was 2.36 times as great as that at the end of last year. In addition, the proportion
of mobile phone group shopping users in the total number of mobile phone Internet users
went up 1.7% over the end of last year, that of mobile phone online payment up 4.6%, and
that of mobile phone online banking up 4.7%. The users of the three mobile applications

all grew by more than 80%.
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Table 7 Usage of Network Applications in China from 20120at2

Internet Internet
Number of users us er s Numberof users user s Annual
(in 10,000) utilization (in 10,000) utilization growth rate
ratio ratio

_ 46775 82.9% 41510 80.9% 12.7%
_ 45110 80.0% 40740 79.4% 10.7%
_ 43586 77.3% 38585 75.2% 13.0%
- 37299 66.1% 31864 62.1% 17.1%
_ 37183 65.9% 32531 63.4% 14.3%
_ 33569 59.5% 32428 63.2% 3.5%
_ 30861 54.7% 24988 48.7% 23.5%
- 27505 48.8% 24424 47.6% 12.6%
_ 25080 44.5% 24578 47.9% 2.0%
_ 24202 42.9% 19395 37.8% 24.8%
_ 23344 41.4% 20268 39.5% 15.2%
_ 22148 39.3% 16624 32.4% 33.2%
_ 22065 39.1% 16676 32.5% 32.3%
_ 14925 26.5% 14469 28.2% 3.2%
_ 8327 14.8% 6465 12.6% 28.8%
- 3423 6.1% 4002 7.8% -14.5%

(I) Acquisition of Information

1. Search engine
The number of users of searemgine was 451 million in China by the end of 2012,

representing an increase of 43.7 million over the end of 2011 and an annual growth rate of 10.7%,

4 In the report, definition of travel booking covers booking air tickets, hotel, train tickets, and travel routes via
Internet, which is different from that theprevious reort. Booking train tickets is added in treport
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and 80.0% of the internet users used search engine. As a basic application on the internet, search
engineis an important tool for internet users to obtain information. Its utilization ratio had kept
around 80% since 2010, making it the Ra@pplication on the internet.

The use of search engine entered the stage of stable development on the whole, and this
market gradually shifted its emphasis from the sole increase of number of users to the
improvement of user experience. The new competition in 2012 drove the existing search engine
companies to develop, promoting the development of the whole search engket. i@a one
hand, the search engine industry strengtheneediseipline and sorted out the search results
which reduced false information and dangerous links and increased the access security; on the
other hand, the search engine companies increasetiinpechnology, improved search quality
and incorporated the personalized and social networking elements in an effort to display the search

results in an intelligent manner.

Number of Users and Utilization Ratio of Search Engme from 2011 to 2012

79.4% 80.0%
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wewsn Number of users .. Utilization ratio
of search engine of search engime

Source: CNNIC Statistical Survey on Internet Development m China

Figure20 Number of Users and Utilization Ratio of Search Engine in Chiora 2011 to 2012

(1) Business Transactions

1. Online shopping

The number of online shopping users reached 242 million and utilization ratio of online
shopping rose to 42.9% by the end of December 2012. There was a growth of 48.07 million, or
24.8%, in tle number of online shopping users compared with 2011.

While the growth of number of internet users gradually stbdown there was a sharp
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growth in online shopping. The growth in number of online shopping users in 2012 was 14.63
million more than that 2011 and the growth rate was 4% higher than the same period of 2011.
The growth and growth rate in 2011 were 33.44 million and 20.8% respectively. Now, the
residentsd consumption played a more important
economyand online retailing gave an impetus to the increase of consumption. The mobile online
shopping became an important driving force in the increase of number of online shopping users.
The number of mobile online shopping users increased by 136.5% annu0ly4 to 55.5
million. The increase of usersd purchase power
and the forms of mobile and social online shopping promoted the growth of online retail market.
The frequent promotion of@ommerce companies efing low prices also stirred up the interest
of users, leading to the surge in number of online shopping users.

The market structure was in a rapid optimization stage while the online shopping users
rapidly increased in number. The main B2€oenmerce cmpanies implemented the strategy of
establishing an open platform, and there was competition as well as cooperation between the
companies. The traditional companies became an important part of the market and strengthened
their position in the market. Hower; the problems of online shopping fraud, user information

leakage, and disordered competition of companies were more prominent in 2012 due to the

i ndustryds regulation measures that | agged behi

in a stage Were many conflicts existed.

Number of Users and Utilization Ratio of Online Shopping from 2011 to 2012

40000 Eabe 50%
(10,000 persons) 42 9%
30000 38%
24202
19385
20000 25%
10000 . 13%
0 : - 0%
2011 2012
V Utilization rati
O onhne hopping > of ol shopping
Source: CNNIC Statistical Survey on Internet Development in China 201212
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Figure 21Number of Users and Utilization Ratio of Online Shopping in China from 2011 to 2012

2 Group shopping

The number of users of group shopping was 83.27 million by December 2012, and the
utilization ratio increased by 3.3% to 14.8% compared with the end of 2011. The users of group
shopping increased by 28.8% in a year and the growth raterd was still high.

2012 was a year when the group shopping industry changed its strategy from expansion to
the maintenance of status quo, and the main service providers sought to make progress while
maintaining stability. The closing of quite a numbé&gmup shopping websites put a stop to the
craze for overnight success in group buying business, but this consumption model was already
well known by the users and performed well ioocenmerce and travel booking market. Old brand
e-commerce companies amanerging service providers of group shopping already had a stable
customer base locally in the fields cEemmerce, group shopping of goods and travel booking.
Very notably, the performance of namependent group shopping websites backed by old brand
e-commerce companies or other internet service companies was quitatedyeg, and these
websites continuously generated value for the sellers and had better marketing capability in
addition to the isolated group shopping activities by taking advantage pfatform.

The group shopping industry will have diversified development in the future while it gets
more concentrated and the group shopping service will further integrate with the other internet
services. The mobile group shoppirgstill an importat growing sector. The users of mobile

group shopping increased by 88.8% to 19.47 million in 2012.

Number of Users and Utilization Ratio of Group Shopping from 2011 to 2012
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Figure 22Number of Users and Utilization Ratio of Group shopping in China from 2011 to 2012

3 Online Payment

The number of users and utilization ratio of online payment were 221 million and 39.1%
respectively by December 2012. There was a growth of 53.89 million, or 32.3%, in the number of
users of online payment compared with 2011.

Number of Users and Utilization Ratio of Online Payment from 2011 to 2012
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Figure 23Number of Users and Utilization Ratio of Online Payment in China from 2011 to 2012

The rapid growth of number of online payment users was attributable to the prosperity of
online consumpti on. With the rapid typesofdfe op ment
services for which payment could be made online kept expanding and the transaction scale kept
increasing, leading to the popularity of online payment. The convenient forms of payment such as
express payment ari¢htong (cardthrough)paymentmade payment more operable which led to
popularity of online payment among more people. The establishment of technical standards of
mobile payment and the efforts made by companies in payment business in mobile payment
resulted in the rapid growth of numbef mobile online payment users. The number of mobile
online payment users reached 55.31 million by December 2012, and the annual growth rate of
users was 80.9% and utilization ratio of mobile online payment was 13.2%.

Il n 2012, t he P eaqmtieuddsto iSsaentlke PaymentBlusiness License,

promulgated the administrative measures of business segments and permitjeartyipgyment
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companies to engage in the payment and settlement business of traditional financial field. While
the market spervision was improved and the market was segmented, an industrial pattern was
formed that included payment companies, traditional bankspnenerce giants and
telecommunication operators. The service providers and modes of payment will be more
diversifiedin the future and the risks of online payment will be greater; therefore, efforts should
be made to improve government supervision policies, strengthen cooperation among companies

and i mprove consumersd® sense of tsaitur i ty so as

4 Travel Booking

The number of internet users that had booked air tickets, hotels, train tickets and travel
itinerary on the internet by the end of December 2012 was 112 million, accounting for 19.8% of
the total number of internet users. The proportiolCbinese internet users who had booked air
tickets, hotels, travel itinerary and train tickets online were 9.0%, 7.2%, 5.4% and 14.0%

respectively.

Number of Users and Utilization Ratio of Travel Booking from 2011 to 2012
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Figure24 Number of Users and Utilization Ratio of Online Travel Booking in China from 2011 to

2012

As online booking of train ticket gained instant popularity, the number of users who booked

5 Inthe report, definition of travel booking covers booking air tickets, hotel, train tickets, and travel routes via
Internet, which is different from that theprevious report. Booking train tickets added in theeport
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train tickets online increased substantially to 78.97 million. The users who booked air tickets,
hotels and travel itinerary online were relatively limited groups oplgecompared with other
applications, and the penetration rate was still low and there was plenty of room for the users of
these applications to grow in number. The rapi
expansion of higispeed rail netark and availability of more choices of tourist routes will lead to

more online travel booking and drive the growth of travel booking market.

Utilization Ratios of Travel Services Booking of Chiménternet Users in 2012
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Figure25 Utilization Ratios of Travel Booking Services of China's InegtrUsers in 2012

The travel booking industry went through a profound transformation due to the use of mobile
internet, and the companies were improving their services in mobile travel services to improve the
customer experience of wireless travel ses/ides travel booking service and mobile internet had
inherent connection, wireless travel services closely connected with such applications as LBS,
group shopping and mobile payment, and there will be more application settings and the online

travel servicendustry will mature.

(I11) Communication

1. Instant Messaging

The number of instant messaging users in China was 468 million by the end of December
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2012, representing a growth of 52.65 million, or 12.7%, compared with the end of 2011. The
utilization ratio of instant messaging was 82.9%, up by 2% over the end of 2011.

The utilization ratio of instant messaging declined from 2007 and picked up in 2010, and
since the end of 2011, instant messaging had become No. 1 application on China's internet. The
utilization ratio of instant messaging products continuously increased as the products met the
demands of users, and the continuously innovated mobile instant messaging products attracted
increasingly more users.

The instant messaging industry had develdjeed/ears. With the constant improvement of
product functions by the manufacturers, the instant messaging products met increasingly more
demands of people arltecame more appealing tsers, and the products therefore became an
important communication todlor people in daily life. The instant messaging products on
smartphone brought more vitality to the instant messaging market. The mobile instant messaging
industry rapidly developed with the popularity of smartphones, especially the sale of the
smartphoes of RMB 1000 or so. The mobile instant
socializing, and the integration of OTT service and O20 model made them more than just a
chatting tool. The research and development of new technologies of mobile instsaging
products led to the growth in the number of mobile instant messaging users which then led to the
growth in the number of instant messaging users.

Number of Users and Utilization Ratio of Instant Messaging from 2011 to 20
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FigureZé Number of Users and Utiiizaiion Raliio of insianisdaging in China from 2011 to 2012

2. Blog/Personal Space

The number of users of blog and personal space was 372 million by the end of December
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2012, representing an increase of 5435 compared with the end of 2011. 66.1% of the internet users
used blog angersonal space, up by 4% compared with the end of 2011.

The space websites such as Qzone had similar basic functions to those of blog websites at the
early stage of development, and they were the same type of internet application. In recent years,
the s@ce websites were transformed to social networking websites through redesign and therefore
met the demands of internet users for socializing; therefore, the number of users was on the rise.
Meanwhile, the number of blog users was on a-gearear declineand the development model
was transformed from grasstbhbogpgetedoebntiespBtogsi
were viewed by many and were influential, while microblogs and social networking websites
which were more interactive were chosen bynmal users as a way to communicate and reflect on
life. Only 24.8% of the internet users were still using blogs which were 140 million by the end of

December 2012.

3 Microblog
The number of microblog users was 309 million by the end of December 2012, representing a
growth of 58.73 million, or 23.5%, over the end of 2011. 54.7% of the internet users microblogged,

up by 6% compared with the end of 2011.

Number ofUsers and Utilization Ratio of Microblog from 2011 to 201.
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Figure27 Number of Users and Utilization Ratio of Microblog in China from 2011 to 2012

Microblog became a mainstream application used by China's internet users after the
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