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Preface

In 1997, state competent departmentthorizedo let China Internet Network Information Center
(CNNIC) organize relevant Internet entities to jointly carry out the Internet development survey. Ever
since then, CNNIC has published 36 statistical reports on Internet development in China, and this repor
is the 37th. CNNICb6s reports witness the history of
prudent and objective data as key references for government departments and businesses to grasp the
latest development of Internet in the courdnd make related decisions, and thus receive extensive
attention and are widely quoted at home and abroad.
Since 1998, CNNIC has been issuing the Statistical Report on Internet Development in China
every January and July by convention. In 20&8h putting forward andmplemening the Internet+
action planthe impacts of Internatn the whole societgoesto a higher level. As a witness to Internet
devel opment , CNNI C correspondingly expanded and d
application of Iternet. The main body of the B7statistical report consists of three chapters:
Fundamental Resources, Enterprise Application and Personal Application. The chapter of Fundamental
Resources introduces the development of Fundamental resources for Inte@téha; Enterprise
Application | ooks at Chinese companies6 applicatic
Internet+ developmento keep the whole society updated with the latest Internet+ development;
Personal Application is dedicated to timesand structure of Internet users, the environment for Internet
access and the development of personal application of Internet. The report aims to accurately and
objectively reflect Internetoés role in social devel
Data collection in this Reportsd received great support from the government, enterprises and
all walks of life. All surveys went on smoothly and data collection was completed in time in close
cooperation with other Internet organizations, survey websites and media. We hereby express ou
heartfelt gratitude to all of them. Meanwhile, we would also like to extend our sincere thanks to Internet
users who have participated in ouf"3fatistical survey on Internet development.
China Internet Network Information Center (CNNIC)

January 2016
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Abstract

Basic Information

As of December 2015, China had 688 million Internet users, with a yearly increase of 39.51
million. The Internet penetration rate reached 50.3%2,.dpercentage points from the end of
2014.

As of December 2015, the number of mobile Internet users in China reached 620 million, an
increase of 63.03 million from the end of 2014. Mobile netizens accounted for 90.1% of the
total netizen population, whikhis percentage was 85.8% in 2014.

As of December 2015, Chinese rural netizens accounted for 28.4% of the national total,
reaching 195 million, up by 16.94 million from the end of 2014.

In December 2015, the proportion of Chinese netizens using deskiapsops to access the
Internet was 67.6% and 38.7% respectively. The utilization ratio of mobile phones as a means
to access the Internet was 4.3 percentage points more than the end of 2014, reaching 90.1%,
and this percentage was 31.5% for tablet coemguand 17.9% for TV.

As of December 201%China had a total of 31.02 million domain names, of which 52.8% or
16.36 mill idomangfveard i3 E0D d&dOMAiNsSWer e 0.

As of December 201%hina had a total of 4.23 million websites, of which 2.1an were
under f. CNO.

As of December 2015, 95.2% of Chinese companies used computers for their office work and
89.0% were Internet users; 86.3% of them accessed Internet via fixed broadband and 23.9%
via mobile broadband; 32.6% of them were engagednlme sales and 33%in online

purchase, and 33.8% launched online marketing and promotional activities.

The 37" Statistical Reporon Internet Development in China
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lI. Feaures of Enterprise Application

The basis for enterprisesd application of Al nt e
Internet usage rateup by 10.3 percentage points

In 2015, the computer usage rate, Internet usage rate and fixed broadband access rate of
Chinese companies went up by 4.8, 10.3 and 8.9 percentage points, respectively from 2014. Chinese
companies widely employed Internet tofilss communication, information acquisition & release,
internal management and commercial servidaie quite a number of them had applied systematic,
integrated Internet tools to the whole business process, from R&D, purchase & sales, financial
managemen customer relations to human resources management, turned Internet from a single
supportive instrument toassistanfor the managementransformatiorand supply chais reform

of thecompany, thusinitiated the irdepth integrated developmentiofernet+.

Enterprises possessethasic awareness of cyber security, with 91.4% of them equipped with
anti-virus and firewall software

Chinese companigmssessdbasic awareness of cyber security: 91.4% of them hadléusta
antivirus and firewall software, of which more than a quarter used paid security software; 8.9%
had deployed the hardware protection system for cyber security; 17.1% deployed hardware and
software integrated protection system. As business operéa@mosne more and mooyberized
companies are attaching increasing importance to cyber semeg#pwhilegrowing demand for
protecting cyber activitiesThese actionsvill accelerate the improvement of network safety
management system and of cyber ségueachnology in China, as well as the R&D and service
capacity of Chinabds cyber security industry, and

security.

Internet was being incorporated into the corporate strategy andups to 13.0% of the
companies demandexecutive leadghe internet planning work.

Specialists are indispensable for a company to develop Internet+. About 34.0% of companies
had set up fultime Internet related posts at the grassroots level; 24.4%mdlInternet related
teams responsible for the operation, maintenance, developmeotneerce or -enarketing etc.

I nternet had become an indispensable part of a c

u The 37" Statistical Reporon Internet Development in China
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Chinese companieilemand executive leads the internet planning wodinternet+ was becoming

an integral part of corporate strategic plan.

Mobile Internet marketing grew rapidly, with the WeChat utilization rate for marketing as
high as 75.3%
Among companies with the experience imarketing 35.5% did so via mobile Interpe
of whom 21.9% paidor it. Astheuser®behavior isshifting to the mobile endompleted mobile
marketing will become an important channel for business promotion. Among companies engaged
in mobile marketing, 75.3% promoted their business on WeCheahwias the most popular mobile
marketing channel for companies. In addition, 52.7% of mobile marketing companies had built
their own mobile websitdt 6 s one of the | ess costly but more ¢

to optimize and adjust their Peasd website to the mobile end.

Internet facilitate d the supply chain reform, with over 30% of companies engaged in online
sales/purchase

As of December 2015, 32.6% of Chinese companies had launched online sales, and 31.5% had
made online purchases. Drivey the boosting @etail market in China, the number of companies
engaged in online sales and the volume of their online sales are soaring. In addition, 40.7% of
companies with access to the Internet had deployed the IT system, improved the staridaetlized
and efficiencyof internal management via thmplementation ofOA system, installed ERP and
CRM systems to optimize the allocation of production & sale resources and provide efficient
customer services. But the effect of coordination and linkagellitosbe improved and efforts
should be shifted from the optimization of individual links to the elevation of the whole business

process.

[ll. Features of Personal Application

More than half of the population had access to Internet and the netizen populah growth
rate rised.
By December 2015, China had 688 million Internet users, with the increase of 39.51 million

new netizenshroughout the year, up by 6.1%growth ofl.1 percentage points frothe end of

The 37" Statistical Reporon Internet Development in China u 3
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2014. The Internet penetration rate was 50r83@hina, 3.9 percentage points higher than the world

average, and 10.1 percentage points higher than the Asian average

Netizens personal devices moreconcentrated on mobile phone, with 90.1% of netizens
surfing the Internet using mobile phones
As of December 2015, China has 620 million mobile netizens who accounted for 90.1% of the
netizen population, up from 85.8&bthe end 02014. More and more individuals used the mobile
phone to access the Internet, resulting in the decliniageo$ desktops, latops and tablets. Mobile
I nternet has given rise to a brand new form of
subtle way. Most of the new entrants to the Internet world, 71.5% of them, used the mobile phone
to surf the Internet. The mobilphone has become an important device driving up the netizen

population.

Wi-Fi coverage was remarkably expanded, with the Wi usage ratereaching91.8%

The network infrastructurénas being improved, and the mobile network speed had
significantly increasd, leading to the rising 3G/4G network usage rate. As of December 2015, 88.8%
of Chinese mobile netizens accessed the Internet via the 3G/4G network; the construction of smart
cities helped promote the coverage ofRVin public places as mobile phonéshlets and smart

TVs did to home WLANMeanwhile,91.8% of netizens used Wi to access the Internet.

Mobile payment scenarios were diversified, pushing up the growth ofgayment applications

As of December 2015, China had 416 million online payerd) tié increase of 36.8%.
Among them, 358 million paid via mobile Internet, up by 64.E%ayment companies vigorously
expanded Internet and mobile Internet channels, subsidized both businesses and consumers to

encourage the use of mobile payment senacesdiversify mobile payment scenarios.

Online education, online medical services, online cab services and online car rental services
reached commercial scale and Internet strongly improved public services

In 2015, China had 110 million users of online education, accounting for 16.0% of the total
netizens; 152 million users of online medical services, 22.1%; 96.64 million who booked a cab and

21.65 million who hired a private car via the Internet. Intenwaich is universally beneficiary,

linternet penetration rate for the world and for Asiguoted frorhttp:/Aww.internetworldstats.com/stats.htm

4 u The 37" Statistical Reporon Internet Development in China
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convenient and sharing, is penetrating to the public service sector, accelerating social application,
i nnovating on the mode of soci al governance, i mpg

and promoting social hany.
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Chapter | Basic Internet Resources

N. An
Resources

Overview of

Fundamental

Internet

China had 337 million IPv4 addresses and 20,594 blocks/32 of IPv6 addresses by December

2015.

Ther e

wer e

totally

31.02

million

domai

n

annually increased by 47.6% to 16.36 million and accounted for 52.89¢ tdtal domain names

in China.

names

There were altogether 4.23 million websites, an annual increase of 26.3%, among which 2.13

million were A.CNO websites.
International Internet bandwidth reached 5,392,116 Mbps, with an annual growth rate of
30.9%.
Table 1 Comparison- Basic Internet Resources in China
from December 2014 to December 2015
Dec14 Dec15 ' Annual Annual
increment growth rate
IPv4 331,988,224 336,519,680 4,531,456 1.4%
IPv6 (blocks/32) 18,797 20,594 1,797 9.6%
Domain name 20,600,526 31,020,514 10,419,988 50.6%
I ncluding fA.C
11,089,231 16,363,594 5,274,363 47.6%
names
Website 3,348,926 4,229,293 880,367 26.3%
lncluding f.C 1,582,870 2,130,791 547,921 34.6%
International Internet bandwidt
4,118,663 5,392,116 1,273,453 30.9%
(Mbps)
-4
n IP Address

By December 2015, the number of IPv6 addresses in China had reached 20,594

blocks/32 with a yearon-year increase of 9.6%.

The 37" Statistical Reporon Internet Development in China
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CHINA INTERNET NETWORK INFORMATION CENTER

Block/32 The Number of IPv6 Addresses in China

20594

16670 16694
14607
12499 12535

9398

63 395 401 429

2009.12 2010.6 2010.12 2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6 2015.12

Source: CNINJIC Statistical Survey on Internet DevelopméntChina 2015.12
Figure 1 The Number of IPv6 Addresses in China

All IPv4 addresses had been assignedrélyruary 201Eince then the total number of IPv4

addresses in China had been basically stable, being 336.52 million at the end of 2015.

Changes in IPv4 Address Resources in China
10,000

33163 33044 33047 33053 33062 33031 33041 33199 33554 33652

27764

25045
23245

2009.12 2010.6 2010.12 2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6 2015.12

Source: CINNIC statistical Survey on Internet DevelopmanChina 2015.12

Figure 2 Changes in IPv4 Address Resources in China

1. Domain Name

By the end of 2015, the total number of domamesn China had increased to 31.02 million,

up 50.6% annually.

==Y
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Table 2 Number of Domain Names in Each Category

Number Proportion in total domain

names
CN 16,363,594 52.8%
COM 10,997,941 35.5%
NET 1,415,001 4.6%
ORG 397,970 1.3%
T 352,785 1.1%
BlIZ 70,770 0.2%
INFO 26,107 0.1%
Others 1,396,346 4.5%
Total 31,020,514 100.0%

By December 2015, China had 16.36 million A.CI

accounting for 52.8% of total domain names in Chiisegquantitysurpassed .DE domairames of
Germany, and made .CN the biggest Country Codel&el Domain (ccTLD) in the world. The
number of i. COMO domain names reachedT 11 mill i or

reached 353,000.

Table 3 Number of @A.CNO0 Dymain Names in E,
Number Proportion in total .CN domain

names
.cn 11,729,750 71.7%
com.cn 2,405,969 14.7%
adm.cn 1,181,514 7.2%
net.cn 746,855 4.6%
ac.cn 124,821 0.8%
org.cn 110,779 0.7%
gov.cn 56,938 0.3%
edu.cn 6,894 0.0%
mil.cn 74 0.0%
Total 16,363,594 100.0%

2Generic toplevel domains (gTLD) are provided by domestic domain name riegisBrevious data is provided by
WebHosting.Info a domain name statistical agency.

The 37" Statistical Reporon Internet Development in China u 11
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N . Website

As of December2015 China had 4.23 million websitésepresenting a yearly increase of

26.3%.

The Number of Websites in China
10,000

500
423

400
335 357

300

204 %
250 -~268 273
230
191
200 183
i ‘ll I|I
0

2010.12 2011.6 2011.12 2012.6 2012.12 2013.6 2013.12 2014.6 2014.12 2015.6 2015.12

o

Source:CININJIC statistical Survey on Internet DevelopmémtChina 2015.12

Figure 3 The Number of Websites in China

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

n . Web Page

As of Decembe015, China had 212.3 billion web pategith an11.8%early increase.

3It refers to the websites whose domain name registrants are within the territory of the P.R.C.
“Data source: Baidu Online Network Technology (Beijing) Co., Ltd.

e
12 Q The 37" Statisti@l Reporton Internet Development in China

CNo



CNNIC 1 L LG

The Number of Web Pages and Its Growth in China

180%

161.0%
100 min
2400 5%
120%
A 89.5%
600 90%
60%
800
30%
85 161 .
2007 2008 2009 2010 2011 2012 2013 2014 2015
=== The Number of Web Pages+— Growth Rate
Source CN\"C Statistical Survey on Internet DevelopmenChina 2015.12

Figure 4 The Number of Web Pages in China

There were 131.4 billion static web pages and 80.8 billion dynamic web pages, accounting for

61.9% and 38.1% of total web pagespectively.

Table 4 Number of Web Pages in China

Unit 2014 2015 Growth rate
Total web pages Page 189,918,649,085 212,296,223,67( 11.8%
Page 112,744,752,741 131,447,834,39€ 16.6%
Static web pages Proportion in
total web pages 59.36% 61.9% 4.3%
Page 77,173,896,344 80,848,389,274 4.8%
Dynamic web pages Proportion in
total vt:/)eb pages 40.64% 38.1% -6.3%
Web page length (total KB 9,310,312,446,461 14,815,932,917,36
number of bytes 59.1%
Average number Page 56,710 50,197
of webpages per websit -11.5%
Averagesizeper page KB 49 70 42.9%

O. International Internet Gateway Bandwidth

By Decembe015, China has 5,392,116 Mbps of international Internet Gateway bandwidth,

up by 30.9% annually.

The 37" Statistical Reporon Internet Development in China
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International Internet Gateway Bandwidth in China and Its Growth Rate

Mbps
79.3% 9
6000000 0 5392116 80%
5000000
4,118,663 60%
4000000 3,406,824
3000000 26.4% 40%
o . (]
2000000 268 1,899,792
1,389,529
1,098,957 20%
o . .
0 1 1 1 1 O%
2010.12 2011.12 2012.12 2013.12 2014.12 2015.12
== |nternational Internet Gateway Bandwidth —»— Growth Rate
Source CN\"C Statistical Survey on Internet DevelopméntChina 2015.12

Figure 5 International Internet Gateway Bandwidth in China and Its Growth Rate

Table 5 International Internet Gateway Bandwidths of Backbone Networks

International Internet gateway
bandwidths (Mbps)

China Telecom 3,223,629
China Unicom 1,414,868
China Mobile 645,073
China Education and Research Network 61,440
China Science & Technology Network 47,104
China International Economy and Trade Ne 2
Total 5,392,116

The 37" Statisti@l Reporton Internet Development in China
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Enterprise Application
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Chapter Il Preparation for
Enterprise Application of Internet

N. Use of Computers

As of December 2015, computexere used by 95.2% of companiéis China.From 2011 to

2015, the proportion of companies using computers remaétegilzely high.
The Utilization Rate of Computers by Companies

100%

9
90% 01.3% 03.1% i 95.2%
88.8% 5 90.4%

80%
70%
60%

50%

2011 2012 2013 2014 2015

SourceCNNJIC Survey on Internet Application by Enterprises in China 2015.12

Figure 6 20122015 The Utilization Rate of Computers by Companies

As far as key industries and sectors were concerned, as of December 2015, the utilization rate
of computers by industrial companies was 94.5%. The figure was 94.7% inatihgacturing
industry, 95.9% in the service sector, and 94.2% in the wholesale, Iedgilag and catering

businesses, the lowest.

SAccor di ng KC®Cote mdex dofiputérs refer to desktop computerdaptop computers, excluding

those devices with certain embedded computing function, such as cellular mobile phones, Personal Digital Assistant
(PDA) or TV sets.

6The 20112012 survey covered smalhind mediurrsized enterprises which were categorized according to
Regulations on the Standard for the Classification of Sraall Mediurssized Enterprises issued by the Ministry

of Industry and Information Technology. Same as below.

The 37" Statistical Reporon Internet Development in China u 17
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The Utilization Rate of Computers by Some Key Industries
and Sectors in 2015

50% 60% 70% 80% 90% 100%

1
94.5%
1

Industry

Key !

. 1
Industries; Service Industry 95.9%
P il e B . o e — e T« N 1
[l e e il e el e B B Bl B e R R L]
Key : Manufacturing 94.7% :
1 1
Wholesale,
Sectors!  getail, Lodging 04.2% |

L -and CateringL_ e m e - - 1

Source:CININJICC survey on Internet Application by Enterprises in Ghin ~ 2015.12

Figure 7 The Utilization Rate of Computers by Some Key Industries and Sectors in 2015

N . Use of the Internet

As of December 2015, 89.0% of companies in China used the Internet for office Sinde
2011, the proportion of companies using the Internet was close to 90% for the first time, and that

of companies using computers but withaatess to the Internet was declining.

The Internet Utilization Rate of Companies

100%
90%
N%
Qo ~ - 83.2%
78.5% 78.7%
70%
60%
50% L 1 1 1 1 ]
2011 2012 2013 2014 2015

Source: CININJICC Survey on Internet Application by Enterprises in China  2015.12

Figure 8 20112015 The Internet Utilization Rate of Companies

Accor di n dCTCaelntek,it ansans that the Internet is directly used in all activities of the enterprises.
Some enterprises use the Internet for advertiserneptemotion, but do not directly use it for work, and therefore

are not included. All devices (more than just compuegsjpped with the Internet access function may be used as
the tools to access the Internet. These include mobile telephones, PDAs, game machines and digital
televisions, which may be used on fixed or mobile network.
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As of December 2015, the Internet utilization rate of companies was 87.9%; that figure was
88.1% in the manufacturing industry, 90.0% in the servicesand 87.2% in the wholesale, retall,

lodgingand catering businesses, still at a lower level.

The Internet Utilization Rate of Some Key Industries
and Sectors in 2015

50% 60% 70% 80% 90% 100%

I e I e L By e R

1 Industry 87.9% 1
Key, |
. I Service Indust 0 1
Industrieg _Serviee Industy EEREEEEEEEIEEEE 00%
Vi Y < N | O A N, P 7 A |

1 Manufacturing 88.1% !

1 1
Key 1 Wholesale, 1
1

1

I Retail, Lodging 87.2%
Sectors. _ _and Cateringl — - - _ - = P ——————————— _a0C

SourceCNINJIC Survey on Internet Application by Enterprises in China  2015.12

Figure 9 The Internet Utilization Rate of Some Key Industries and Sectors in 2015

Il . Broadband Access

As of December 2015, the proportion of companies that accessed the Internet via fixed
broadban®l was 86.3%, and that via mobile broadband, 23.9%.Bradband China Strategy
and Implementation Plaproposes work objectives foeplace copper cables with optidglero,
fincrease the speed and reduce thedfareand Ar emar kably i mprove the br
and infiltrate mobile Internet into extensive r
constructiorpersistentlyin China so that more @tese companies can accassl usdhe Internet

in an easier way.

8The utilization ratios of the Internatcess ways released in this survey refer to the proportion of enterprises which
access the Internet in various ways among all the interviewed enterprises.
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The Proportion of Companies with Fixed Broadband Access
and that with Mobile Broadband Access

100%

79.6%

- 77.4%
GO, 12T 71.0%
40%
25.3% 23.9%
18.3%
20%  10.9% 10.4%
0% L 1 1 1 1
2011 2012 2013 2014 2015
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Source:(CININJIC Survey on Internet Application by Enterprises in China  2015.12

Figure 10 The Proportion of Companies with Fixed Broadband Access and that with Mobile
Broadband Access 2012015

Compared with the broadband penetration rate among companies in mesdestthe
Organization for Economic Coperation and Development (OECD) in 2014, the broadband access
rate of Chinese companies still lagged behind: in Finla@8%of the companies had broadband

access and that figure was also as high as 99.0% in fhbleof Korea.

Table 6 Broadband Penetration Rate among Companies
in OECD Countries in 2010 and 2014 (%)

Country 2014 2010 Country 2014 2010
Finland 100.0 95.8 France 955 93.3
Holland 99.6 90.9 Ireland 95.5 86.7
Republic of Korea 99.0 98.4 Germany 95.2 89.3
Denmark 98.8 86.6 U.K. 95.2 88.0
Slovenia 98.2 87.8 Latvia 95.0 68.2
Switzerland 98.1 98.0 Italy 95.0 84.0
Canada 98.1 94.3 Hungary 94.7 84.7
Spain 97.7 95.4 Iceland 94.3 95.3
Luxembourg 97.0 87.4 Slovak Republic 93.5 78.2
Czech Republic 96.7 86.5 Norway 92.8 86.8
Colombia 96.7 - Poland 90.4 69.0
Sweden 96.6 91.3 Turkey 89.9 88.8
Australia 96.5 94.4 Hungary 87.9 79.4
Austria 96.0 81.7 Greece 86.8 80.6
New Zealand 95.9 93.5 Japan 86.2 79.7
Estonia 95.9 88.0 Mexico 79.9 51.6
Belgium 95.7 90.4

Data Source: OECD
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Notes:

Broadband access includes fixed broadband and mobile broadband, with the download speed of at least
256kbit/s.

The data for Australia, Canada, Japan, Republic of Korea and Colombia is for tbé2@Hh3.

For Japan, only enterprises with a staff number of 100 and above are included in the statistics.

For Mexico, the statistics is for the year of 2008 and 2014, and only enterprises with a staff number of 20 and
above are included in the statistics.

The data for Switzerland is for the year of 2008 and that of 2011.

For Colombia, only manufacturing enterprises with a staff number of 10 and above afidanoral

enterprises with at least 75 staff members are included in the statistics.
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Chapter Ill Basic Internet
Application of Enterprises

|. Basic Internet Activities

I. Internet Application for Basic Information Communication

Email is one of the first Internet services for information communication and also a widely
accepted, cheaprearketing channel. As of the end of 2015, among companies with Internet access,
89.0% had sent or receivedrails via the Internet in the yearfbee, and 62.1%mong the 89.0%

had their own enterprise email service.

The Proportion of Companies Using Email Services
and the Development of Enterprise Email

Those not using_____

emagl Without
11.0% Enterprise Email

== N 37.9%
\ 4 terprise
! ail
2.1%

Source CNINJIC Survey on Internet Application by Enterprises in China  2015.12

Figure 11 The Proportion of Companies Using Enail Services and
the Development of Enterprise Email

In addition,71.9%, 67.2% and 58.3% of companies with Internet access had conducted the
following three types of Internet activities, respectively: activities to obtain information on goods
or services, to release information or instant messages, and to obtain iicfofnoah government

agencies.

—
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Internet Activities Conducted by Companies for Basic
Information Communication

0% 20% 40% 60% 80% 100%

To obtain information

on goods or service 71.9%

To release information o

0,
instant message 67.2%

To obtain information from
government agencie

Source CNINJIC Survey on Internet Application by Enterprises in China  2015.12

Figure 12 Internet Activities Conducted by Companies for
Basic Information Communication

ii. Internet Application for Basic Internal Support

I nternet is a major suppor t83.00oof companmpwithi esd i nt
Internet access used online banking to support their finance work; 79.3% handled their affairs with
government agencies on the Internet, and the high Internet use rate reflected the remarkable
progress of governance; 57.4% launahenline recruitment on social networking platforms and
instant message apps in addition to releasing recruitment information-barjobg websites and
their official website; 28.1% provided InterAedsed staff training.

Internet Activities Conducted by Companies for
Basic Internal Support

0% 20% 40% 60% 80% 100%

Online banking 83.0%

Handling administrative affair

with government agencie 79.3%

Online recruitment 57.4%

Staff training

source: CNNIC Survey on Internet Application by Enterprises in China 2015.12

Figure 13 Internet Activities Conducted by Companies for Basic Internal Support
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lii. Basic Cyber Security Measures

As of the end of 2015, 91.4% of companies had installed/aing and firewall software, and
more than a quarter of them paid for it. The survey shows that Chinesariempad developed

basic awareness of cyber security.

Compani esd | n sVYiraslahd&irewall Boftwafe A n t
Only paid software
2.3%y
Not installed O_th free apd
8.6% software
8%
-:; _________ \
1 v
: s e Only free
_ software
74.1%

Source CNNIIC survey on Internet Application by Enterprises in China ~ 2015.12

Figure 14 Compani e-¥isandFgaewalllSoftwarei on of Ant i

.  The Setup of Grassrootdnternet-Related Full-
Time Posts

As of the end of 2015, 34.0% of companies had set up Interiaged fulltime posts at the

grassroots level; the figure was the lowest for micro enterprises (with a staff number of seven and

below), which stood at 30.2%nd the figure was close to 40% for enterprises with a staff number
of 300 and ab ov-eand mediurszedhreaterplises to set up ftitael posts for
Internet activities, but as the Internet hardware and software configuration improvieseanei
activities becoms increasingly extensive and-depth the demand for talents specialized in

operation & maintenance, R&D and business operation will soar.
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CHINA INTERNET NETWORK INFORMATION CENTER

Grassroots FulkTime Internet Post Setup in Companies
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and below above

Source CMNINJIC Survey on Internet Application by Enterprises in China  2015.12
Figure 15 Grassroots FuliTime Internet Post Setup in Companies

By sector, 28.5% of industrial companies and 38.0% of companies in the service sector had
full-time Internet posts, with a gap of nearly 10 percentage points. Specifically the percentage in
the manufacturing industry was lower than the overall indusénal land that in wholesale, retail,
lodgngand catering business | ower than the overall
manufacturingo and develop the modern service se
urgentneedtoarougent er pri ses6 more attention to grassr oot

Grassroots FulkTime Internet Post Setup in
Some Key Industries and Sectors

Key : Industry

38.0%

Sectors | Wholesale,
! Retail, Lodging 32.9%

L AN Al P e e e il __

Source CNINIIC survey on Internet Application by Enterprises in China 2015.12

Figure 16 Grassroots FuliTime Internet Post Setup in Some Key Industries and Sectors
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Chapter IV Extensive Application of
Enterprise N+l nt e

|. Reform of Business Operation Procedures
under A+l nterneto

I. InternetBased Reform of the Supply Chain

As of December 2015, 40.7% of companies with Internet access had deployed IT system.
Among them, 44.8%, 22.0% and 18.6% had installed the office auwbon@A) system, the
enterprise resource planning (ERP) system and the customer relationship management (CRM)
system, respectively.
The IT system is the necessary basis for supply chain management, but is not enough to reform
the supply chain. The biggedifference between the IT development path adopted by Chinese
companies and that adopted by companies in advan
mindset for IT construction lags behind their deployment and implementation of IT systems, and
they are driven by rather external pressure than internal motive to deploy and implement IT systems.
Take OEM companies for example. Though they are equipped with the ERP system, they only use
it to receive orders fr om uwnpodranslaesoperatooaidataini es and
the information system into something that can help optimize the process due to the lack of

professionals in this regard and the vision for change.
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IT System Construction in Companies

44 8%

No K
59.3%

Source CININJIC Survey on Internet Application by Enterprises in China  2015.12
Figure 17 IT SystemConstruction in Companies

By December 2015, 32.6% tife companies in China had launched online sales, an increase
over the previous four years. Driven by the boostirrgtail market in China, the number of

companies engaged in online sales and the volume of theie @alies had beém rapid growth

The Proportion of Companies Engaged in Online Sales

40%
30% 32.6%
26.0% 25.3% 24.7%

20% 23.5%

10%

O% L 1 1 1 1
2011 2012 2013 2014 2015

Source:CININJICC Survey on Internet Application by Enterprises in China  2015.12
Figure 18 20112015 Proportion of Companies Engaged in Online Sales

The enterprises that carried out online procurement had accounted for 31.5% of Chinese
enterprises by December 2015. Earlier OECD statistical data sthavsince companies in
advanced countries are driven mainly by their internal reform to develop IT, more companies are
engaged in online purchase than online sales, leading to an earlier and more mature B2B mode. To
accomplish the five tasks raised ag¢ 2015 Central Economic Working Conference, namely to
ifireduce produstbck,dshecapagetycutiecosts and make ufy
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commerce will play a growing role in driving economic development and facilitating the structural

trandormaton in China.

The Proportion of Companies Engaged in Online Purchase

40%

30%

R i N 31.5%
27.0% 26.5% 26.8%
20% 22.8%
10%
0% - - : -
2011 2012 2013 2014 2015

SourceCNINJIC Survey on Internet Application by Enterprises in China 2015.12

Figure 19 The Proportion of Companies Engaged in Online Purchase 262015

As of December 2015, 33.8% of companies had launched Inteasetl marketing activitigs

Internet is still the most favored promotional channel for companies.

Marketing & Promotional Channels Used by
Companies in 2015

40%
33.8%

30%

21.7%

20% 15.1%
. v 13.3%
11.4% 10.5%
10% 6.5%
I 0.8%
O% 1 1 1 1 1 1 1 — J

TV Newspaper Internet Outdoor Magazine Radio Mobile  Others
Ads Phone

Source CNINJIC Survey on Internet Application by Enterprises in China ~ 2015.12

Figure 20 Marketing& Promotional Channels Used by Companies in 2015

SAccor di ng IETcCore Ihdexinterhathased marketing refers to using the Internet toyaart marketing
and/or promotion activities such as advertisemeotpromotions carried out by enterprises themselves or via their
agents/ advertisement companies, including paid promotions and free promotions.
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Internetbased marketing andammmerce application are closely related to each other. The
year of 2015 was a golden year for Interbased marketing and the percentage of companies

engagd in it went up by 9.6 percentage points from 2014.

2011-2015 Proportion of Companies Engaged in
Internet-Based Marketing

40%

30%

20%

20.9%

10%

0%

2011 2012 2013 2014 2015

Source CNINJICC survey on Internet Application by Enterprises in China ~ 2015.12

Figure 21 The Proportion of Companies Engaged in InterneBased Marketing 20112015

The instant messaging service is companies' favorite marketing tool, used by 64.7% of them;
it's followed by ecommece platforms and search enginesth 48.4% and 47.4%isage rate

respectively.

The Usage Rate of InterneBased Marketing Channels
by Companies in 2015

0% 20% 40% 60% 80%

Instant messaging tool 64.7%
E-commerce platform

Search engine:

Email 37.4%
Advertorial [ 32.8%
Website
Weibo

Network alliance
Group buying website
Bumper ads

Others

SourceCNINJIC  Survey on Internet Application by Enterprises in China

Figure 22 The Usige Rate of Internet-Based Marketing Channels by Companies in 2015
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li. Cyber Security System Construction

By December 2015, 8.9% of companies had deployedahndware protection system for
cyber security and 17.1% the hardware and software integrated protection system.

Cyber security has become a major i ssue for
advanced technologies and creative applications, witiétdtéing the rapid development of the
Internet industry, can be used against cyber security. In addition to virus Trojan horse,
phishing websites, and system vulnerabilities, malicious program attacks, distributed denial of
service (DDoS) attacks, and arhhardware worms have become frequent, making the overall
cyber security situation grimmer day by day. On the other, China is comparatively weak in
technologicalcapabilitiesof cyber securityprotectionand the R&D and service capacity of the
cyber seciity industry is to be improved.

Though only a small number of companies have adopted hardware protection and Rardware
software integrated protection for cyber security, as more and more business activities moved to the
Internet, companies will pay growirggtention to cyber security and have greater demand for it.
This in turn will accelerate the improvement of cyber security management system and
technologicatapabilitiesof cyber securityprotectionin China,thusenhance the R&D and service
capacity ofthe cyber security industry and stimulate émterprisdevel market ofcyber security
service.

The Proportion of Companies Adopting Integrated Cyber
Security Protection

Hardware
_____ protection
None_——7 8.9%
7.6%
Hardware-Software
T Integrated Protection
17.1%

Software protection

66.5% T~

SourceCN\"C Survey on Internet Application by Enterprises in China 2015.12

Figure 23 The Proportion of Companies Adopting Integrated Cyber Security Protection
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ll. The Setup of Fulttime Internet Teams and IT
Training for Employees

By December 2015, 24.4% of companies had set upiriodl teams responsible for Internet
related operation & maintenance, developmesttpramerce and-marketing. The existence of

such teams shows that Internet has become an indispensable part of neimeaisbaperation.

The Setup of FullTime Internet Teams in Companies

Yes
24.4%

—

No
75.6%

SourceCININJICC  sSurvey on Internet Application by Enterprises in China 2015.12

Figure 24 The Setup of FUlTime Internet Teams in Companies

The survey shows that companies scored the IT training for thegradtdfB points, a medium
level score. Different from Internéiased staff training, IT training for stafs aimed to help the
company build up technologgentered competitiveneds training that advances with the time is
necessary in an era when Internet has become a management tool and means for the whole supply

chain.
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CHINA INTERNET NETWORK INFORMATION CENTER
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SourceCNINJIC  Survey on Internet Application by Enterprises in China  2015.12

Figure 25 Compani esd SelevelfoEStadfl ua't
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Chapter V In-Depth Integration of
Enterprises and nl

|. Cognitionand Adoption of Creative Technologies and
Modes

I. E-marketing in the Age of Mobile Internet

Among companies with the experience imarketing, 35.5% did so via mobile Internet,
of whom 21.9%had usegaid promaibn. As more and more users are moving to the mobile end,

mobile marketing will become an important channel for business promotion.

Marketing via Mobile Internet

Have used paid

Have no idea_—— services
10.5% 21.9%
Haveno used \_Haveusedfree
any J\ services
54.0% 13.6%

SourceCCNINJICC  Survey on Internet Application by Enterprises in China 2015.12

Figure 26 Marketing via Mobile Internet

Among all kinds of mobile marketing tools, WeChat is the favorite of companies, used by 75.3%
of them. So far, there are three mainstream ways to promote goods or services on the WeChat
platform: to npeuntt sudp, atdos porno nfioMoe vi a public accour
WeChat shops. The first option is mainly for Fortune 500 companies while the last two adapt better
to micro, small and mediurrsized enterprises. In addition, 52.7% of companies engagembifem

marketing had built their mobile official website.
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The Use of Mobile Marketing Channels by Companies
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Source CININNJIC  Survey on Internet Application by Enterprises in China 2015.12

Figure 27 The Use of Mobile Marketing Channels by Companies in 2015

ii. TheCognitionand Application of Cloud Computing, the Internet

of Things and Big Data

The year of 2015 saw the rapid riseabddud computing, the Internet of Things, big data
technology and related businesse®e flourishing ofrelatednew servicesindthe creation of new
applications and new business forimave promotedhe creative, integrated development of
traditional indugries. From the perspective of cognitioryes half of the companiegre aware of
these three types of technologies and over 10% of them had adopted, or planned to adopt related

technologies.

Companiesd Cognition and Adopti

0% 20% 40% 60% 80%
Cloud 58.0%
computing
0,
Big data 52.7%
Internet of 51.9%
Things

12.3%

= Recognition = Have adopted or plan to adopt

Source CNINJIC  Survey on Internet Application by Enterprises in China  2015.12

Figure 28 GCognitignand Ademidn of NewTechnologies

e
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Though poorlycognizedand adopted by businesses, the Internet of Things does play a key
role in transformation and upgradingf the commercial circulation industry. The State Council
issued Guiding Opinions on Promoting the Orderly, Healtaydlbpment of the Internet of Things
in 2013. Over years of development, China has scored progress in the technology for the Internet
of Things and made breakthroughs in radio frequency identificationnologiesand sensor
development; industrial applitan has produced initial fruits and successful application of related
technologies is repeated in areas of industry, agriculture, transport, energy & electricity, food safety,
medicine & healthcare, smart home, and smart city construction, etc.

By Decembe 2015, 68.8% of companies had heard of the cloud service but only 15.2% had
used it; 53.6% had heard of but never used it, among which only 25.8% would consider using it.

Compani esd Recognition, Usage

for Cloud Service
Have heard of

and used i\

15.2% Consider
using it
IR ~ ~ - - \ 25.9%
: Have heard of 1____#,
:but never used ii_ -}
0, i
Havenot '____59'_6_/"___,'
heard of it
31.2%

SourceCNINJIC  Survey on Internet Application by Enterprises in China 2015.12

Figure 29 dognitigndeagearsl &xpectation for Cloud Service

In fact, beforeshewordic | oud servicedo frequents newspapers,
Softwareasa-Service (SaaS), Platforasa-Service (PaaS) and Infrastructirea-Service (l1aaS),
has been widg applied to multiple kinds of enterpri¢evel Internet applications, such as Saas to
email and alisk services, PaaS to dadeperbaidu.com and open.weixin.qgq.com, and laaS to
aliyun.com and Microsoftoés Azur eckiglubliciCowl, etc. A
Service in China (First Half of 2014), from 2014
grow from USD 700 million to USD two billion, and the laaS market sharestviliv an upward

trend refl ecting Chi neamatyicldsygem osonstrigction andrpanagaemerd.
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lii. Cognitionand Developmemtf Creative Servicesand Smart
Mnufacturing
Onestop services, customized services and the social collaboration platform, all of which are
creative service modes, are knon69.2%, 51.4% and 41.1% of companies in the service sector,
respectively, and launched or to be launched by 22.0%, 14.9% and 10.1%, respectively.
During the 12 Five-Ye a r Pl an period, Chinabés service
value was taking aimmcreasing portion of GDP year by year. Along with theépth integration of
Internet and the traditional service sector, the service mode is evolving and changing in practice

based on the information network technology and Internet mindset, to deivadtiern service

sec

sector into prosperity in short time. As a result

in national economy.

The Service Sectords Cognitiol
Service Modes

0% 20% 40% 60% 80%

0,
One-stop service 69.2%

Customized service

Social collaboration 41.1%

platform 10.1%'

= Recognition = Have launched or plan to launch

SourceCNINJIC Survey on Internet Application by Enterprises in China  2015.12

Figure 30 Th e C8gaition and Reve®mmertobQreative Service Modes

For the manufacturingndustry, automatic manufacturing and industrial robots are the basis
for smart manufacturing. The survey shows that 19.9% of manufacturing enterprises had started
related work and 11.0% planned to do so; flexible and customized production is based on the
application of smart equipment, with the incorporation of advanced analysis and managerial
methods and creativity. So far 12.8% of manufacturing companies had taken actions in these two
aspects and 16.8% planned to do so.

In 2015, thefinternet® action phn listed priority actions to be made ffiinternet
coll aborative manufacturing. One of the key

advance the halepth integration of ICT and industry. Intertehntered IT ishekey to it. To make
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smart nanufacturing a reality, we should especially enhancedteitionfrom small and medium

sized manufacturing enterprises, and lower the threshold for the application of advanced
technologies and smart equipment, such as reducing the cost, making ddijnpstidaced smart
equipment more higtech, and optimizing the industrial support, so as to translate the strategic

planning of smart manufacturing into real actions.

The Manufacturing I ndustryods
iSmart Manufacturing
0% 20% 40% 60%
Automatic 51.7%
manufacturing
Industrial robots 43.7%
Flexible production 34.7%
51.6%

Customized productio

Internet-based
collaborative
manufacturing

! ! 29.7%
11.9%
= Recognition = Have launched or plan to launch

SourceCNINJIC  Survey on Internet Application by Enterprises in China  2015.12

Figure 31 The Ma n ucbgnitonh and Demetppremofi ustr y os
iSmart Mainnugdact ur

Il. The Integration of Internet Planning and
Corporate Strategy

The survey finds that 13.0% of companies have #adcutivedead Internet planning. The
in-depth integration ofiinternet#® and traditional enterprises is not only about the application of
technol ogy and equi pment, but more about the int
and Auniversally beneficiary servicesondadvocat ed
strategic level. Only after policy makers shift their attention to the role of Internet and elevate the
Internet from an instrument, channel to the strategic level can we fully give play to the pioneering

role of Internet.
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The Proportion of Companies Whosexecutives
Lead the Internet Planning

Lead
13.0%

Not lead
87.0%

SourceCININJIC  Survey on Internet Application by Enterprises in China  2015.12

Figure 32 The Proportion of Companies Whose Decision Makers
Lead the Internet Planning

lll.  The Role of Internet Expected by Companies

So far companies are positive and optimistic about théilhalernet©is to play in traditional
industries. Over 70% of companies believe thagrhmt will play a positive role in nine aspects
closely concerning their survival and prosperity. They particularly recognize the firéenhet6
in the following five aspects: market economy environment, industry prospects, sales, purchase and
human resources. In contrast, companies lower their expectation for the role of Internet in aspects
of production & manufacturing as well as product desigd R&D, for Internet needs the help of
automatic manufacturing and smart manufacturing equipment such as industrial robots, all of which

require huge investment, in order to play its tremendous role.
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CHINA INTERNET NETWORK INFORMATION CENTER
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Figure 33 Companiesbd
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Personal Application
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Chapter VI The Size and Structure
of Internet users

N . The Size of Internet Users

i. Overall Size of Internet Users

In December 2015 China had 688 million Internet user8upl million over the previous

year. The Internet penetration rate reached 50.3%, up 2.4 percentage points from the end of 2014.

The Size of Chinese Internet Users and Internet Penetration Rate
10,000 persons
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1o "B
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==== The Number of Internet Users —— Internet Penetration Rate

SourceCININJIC statistical Survey on Internet DevelopméntChina 2015.12

Figure 34 The Size of Chinese Internet Users and Internet Penetration Rate

In the course of Internet development in Chitiege growing number of Internet users is

consolidating the basis for Internet to integrate deeply with the economy and the society. The survey

result shows that in 2015, the mobile phone was the most popular device used for Internet access

by new Internet sers, by 71.5% of them, up by 7.4 percentage points from the end of 2014. Among

the new Internet users in 2015, 46.1% were under 19, and 46.4% were students, and entertainment

and communication were their two biggest reasons to access the Internet.[8mest portable

and easy to use, met their demands. Only 39.2% of new Internet users used desktops, lower than

the figure in 2014.
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Internet-access Devices Used by New Internet Users
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SourceC NINJIC Statistical Survey on Internet DevelopménChina 2015.12

Figure 35 Internet-access Devices Used by New Internet Users

The lack of network knowledge and application skills remaithedmain cause of the big
digital gap between netizens and atizens. The survey result shows that 60.0% ofrredizens
do not access the Internet because they dondt unc
are either too old or too youngnd 9.4% because they have no devices such as the computer to
access the Internet, lower than the figure at the end of 2014.
Reasons for No Internet Use
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Figure 36 Reasons for No Internet Use

As the easily converted population shrinks gradually, the conversion rate-biteoret users
is slowing in China. The survey finds that among-friernet users, 11.8% say they will definitely

or likely access the Internet in the future while 72.9%tséwey wondét or probably wo

e
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Internet at all, so to convert ndnternet users will be a tough challenge. The features of the group
of nontInternet users, their interest in accessing the Internet, their Internet literacy and skills and

regionallT development level are all key factors deciding whether they would be converted.

Non-Neti zensd6 I ntention to Use t
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. 77.3% ' . :
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Source CNINJIC statistical Survey on Internet DevelopméntChina 2015.12
Figure37NonNeti zensd® I ntention to Use the I nter:i

ii. The Size of Mobile Internet Users

As of December 2015, the number of mobile Internet users in @Gédcaed 620 million, an
increase of 63.03 million from the end of 2014. The percentage of Internet users using the mobile
phone to access the Internet climbed up from 85.8% in 2015 to 90.1%, and the mobile phone is still
the most important device boostitige growth of Internet users. There were 127 million mobile

Il nternet users, accounting for 18.5% of the coun
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The Size of Mobile Internet Users in China and

10,000 persons Ilts Proportion in Internet Users
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Figure 38 The Size of Mobile Internet Users in China and Its Proportion in Internet Users

As the network environment impres and mobile Internet technology advances, more and
more demands for all sorts of mobile Internet applications emerge. From basic demands for
entertainment, communication and information inquiry, to commercial trafifearece, to public
services such axlucation, medical services and transport, mobile Internet has shaped a brand new
form of social life and is changing the daily life of its users in a subtle way. In the future, mobile
Internet applications will be more relevant to life, attract more dsamsthird- and fourthtiered

cities and rural areas, and further increase the Internet penetration rate in China.

iil. The Size of Internet Users in Provinces

By December 2015, 26 out of 31 Chinese provinces, autonomous regions and municipalities
directly under the central government boasted more than 10 million Internet users each, and Gansu
province was new on the list; 14 had an Internet penetration rate above the national average, with
Hainan province and Inner Mongolia new on the list.

Because of thgap in local economic development and Internet infrastructure construction,
the Internet penetration rate varies from province to province and the digital divide still exists. In
the future as mobile Internet devices become more popular and the Bro&thaadtrategy is

further implemented, the regional gap in Internet development in China will be narrowed.

Table 7 TheNetizen Population and Internet Penetration Rate in Different Provinces
(Municipalities Directly under the Central Government and Autonomous Regions) of
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