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This article explores the economic and social implications of Internet 
diffusion in China. With the penetration rate and application of 
e-commerce technologies expected to surge in the next three years, 
IT professionals will have ample opportunities to engage customers.

I
nternet technologies were almost nonexis-
tent in China 20 years ago. In 1994, there 
were approximately 1,600 Internet users.1 In 
contrast, in 2011, there were approximately 

513 million users (38.4 percent of the Chinese 
population),2–3 and 356 million of those were 
mobile Internet users. This represents an expo-
nential growth rate in Internet users over the past 
decade—from 1.78 percent of the Chinese popu-
lation in 2001, to 10.52 percent in 2006, to 38.4 
percent in 2011. Chinese Internet users currently 
represent 23 percent of the world’s population of 
Internet users.2

Here, we view this rapid adoption of Internet 
technologies in China from an innovation dif-
fusion perspective, using the diffusion model 
to characterize the growth of Internet users, IP 
addresses, and webpages in China. We also con-
sider the use of Internet applications in China, 
discussing the economic and social implica-
tions and highlighting business opportunities 

for IT professionals, security experts, and 
mobile marketers.

Innovation Diffusion
Researchers have been studying the diffusion of 
innovations for decades.4–5 In particular, Everett 
Rogers has meticulously collected relevant infor-
mation as part of his rural sociological, medical, 
communications, and marketing research.4 He 
showed that the adoption of innovations exhibits 
a logistic curve. When an innovation—defined by 
Rogers as “an idea, practice, or object perceived 
as new”—is communicated among members of a 
social group, and nonusers start adopting it, then 
the diffusion process takes place spontaneously. 
Internet adoption in China has followed a similar 
logistic curve and is experiencing such spontane-
ous diffusion.

In the past, such spontaneous diffusion typi-
cally involved interpersonal communication 
channels or mass media, such as television, radio, 
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newspapers, and magazines. Now, 
information technologies such as the 
Internet and mobile phones are formi-
dable tools of diffusion.6–8 Yet the tools 
themselves—the Internet and mobile 
phone technologies—are innovations.

Paul DiMaggio and his colleagues, 
in their work on the growth of Inter-
net users in the US, argued in 2001 
that the adoption of the Internet is 
innovation diffusion.8 However, they 
didn’t provide any empirical evidence 
of such growth in Internet adoption, 
probably due to the lack of data at that 
time for the US and other countries.8

Diffusion of Internet  
Technologies in China
To provide open information to the 
public, the China Internet Informa-
tion Center (CNNIC) publishes a 
report on the use of Internet tech-
nologies in China twice a year.9 The 
biannual reports present the demo-
graphical details of Internet users. 
Figure 1 shows the number of Inter-
net users in China from 1998 to 2010 
and also in the US between 1990 and 
2010. The growth of Internet users 
in the US indeed follows a logistic 
curve, nearly reaching the saturation 
level in the last two years. The fitted 
logistic function for the US is
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where IUYear
US  is the number of Internet users (in 

millions) in the US in a specific year. The cor-
relation between the regenerated data using this 
equation and the actual data recorded is 0.991.

The number of Internet users in China also 
closely follows a path of logistic growth. How-
ever, the rate of increase reached its maximum 
in June 2008, so we project that the total num-
ber of Internet users in China will be close to  
616 million in 2013—approximately 46 percent 
of China’s population. The fitted logistic func-
tion for China (in millions) is
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The correlation between the regenerated data 
using this equation and the actual data is 0.995. 
While working on this article, the CNNIC re-
leased the 29th China Internet Development  
Statistics Report, saying that the number of In-
ternet users in China was 513 million in 2011, 
representing merely 1.5 percent less than the 
value predicted (521 million) using our equation.

Figure 2 shows the number of IP addresses 
in China for 2002 to 2010. At the end of 2010, 
the number of IPv4 addresses in China reached 
278 million, so researchers have predicted that 
all available IPv4 spaces will be exhausted in ap-
proximately two years.9

By fitting a logistic function to the number 
of IP addresses over the years, we expect the  

Figure 1. The number of Internet users in China and the US. Both 
growth paths follow a logistic curve. (Data sources: China Internet 
Information Center9 and www.internetworldstats.com/am/us.htm.)
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Figure 2. The number of IP addresses in China. Researchers predict 
that all available IPv4 spaces will be exhausted in approximately two 
years.9
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number of IP addresses in China to increase 
from 278 million in 2010 to 389 million in 2013. 
The large-scale commercial deployment of IPv6 
will begin at the end of 2013.

Figure 3 shows the number of webpages in 
China for 2003 to 2010. By fitting a logistic func-
tion to the number of webpages, we project that 
the number of webpages in China will increase 
from 60 billion in 2010 to 148 billion in 2013.

The number of websites in China, however, has 
changed quite drastically in the past 12 years. As 
Figure 4 shows, the number of websites surged 
rapidly in 2000, 2007, and 2008. However, the 
number of websites dropped from 3.23 million in 
2009 to 1.91 million in 2010, representing a yearly 
negative change of 41 percent. This decrease was 

caused by control measures carried 
out by the government to achieve 
better network security and to re-
structure the network operators in 
2010 (we further discuss government 
censorship later in the article).

Uses of Internet  
Technologies in China
According to the 27th China Internet 
Development Statistics Report, the 
top three most popular uses of the 
Internet were “search engine,” “Web 
music,” and “Web news.”9 The report 
highlighted that Internet users are 
increasingly relying on the Internet 
to search for information, news, and 
items of interest. An estimated 374 
million users actively searched the 
Internet for information in 2010.

The report also ranked popular 
applications for 2010, with “instant 
messaging,” “microblogs,” and “so-
cial networking” ranked 4th, 6th, 
and 9th, respectively. In fact, these 
applications had growth rates of 29.5, 
33, and 33.7 percent, respectively (see 
Table 1). On average, over 300 million 
Internet users regularly used these 
applications in 2010 to establish, 
maintain, and develop interpersonal 
relationships with their peers and 
friends. China’s Internet users obvi-
ously used the Internet as a channel 
to protect their rights, and “instant 

messaging” and “microblogs” have become 
the dominant channels for spreading events  
and news.

Economic Perspectives
With rapid growth in IT applications—in par-
ticular, those related to e-commerce and inter-
personal communications—China has become 
fertile ground for IT development. Many domes-
tic companies, including Alibaba, Baidu, Sohu, 
Taobao, and Tuduo, now rank in the top 75 of 
Alexa-ranked websites worldwide; Baidu, China’s 
leading search engine, is ranked 5th globally.10

However, the rapid growth of these sites is 
likely to decrease due to market saturation when 
China’s Internet users hit 50 percent of the  

Figure 3. The number of webpages in China.9 By fitting a logistic 
function to the number of webpages, we project that the number  
of webpages in China will increase to 148 billion in 2013.
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Figure 4. The number of websites in China.9 The number of websites 
dropped from 3.23 million in 2009 to 1.91 million in 2010, owing to 
control measures carried out by the government.
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population, a point currently projected to occur 
sometime in 2013 (see Figures 1–3). After this 
point, Chinese Internet companies will need to 
reach outside the country’s borders in search of 
further business, while at the same time Western 
companies will be reaching into China.2 What 
challenges will appear during this period of  
Internet interaction for both Chinese and West-
ern companies?

One factor that both Chinese and Western 
companies must consider is the difference in ac-
cess modes by consumers. As noted earlier, over 
65 percent of Chinese Internet users access the 
Internet through mobile devices, such as smart-
phones or other small-screen, low-power de-
vices.2,11 This is in contrast to Western users, 
who commonly use desktop or laptop comput-
ers for the majority of their browsing.2,11 This 
means that Chinese users can find some West-
ern services unsatisfying because of the overly 
complex style and the requirement to use fixed 
devices.11 Chinese companies are well aware that 
approximately two-thirds of their market con-
sists of mobile users, so they have factored this 

into their site designs.11 To deal with the surge 
of demand in e-banking, online shopping, and  
e-payments (see Table 1), both Chinese and West-
ern firms must develop specific secure, mobile 
cloud technologies to cater to these customers’  
needs.

In particular, firms will have to overcome the 
problem of Internet piracy,12 which is common-
place in China and driven by a combination of 
social factors (including the resistance to and 
rejection of control) and pragmatic economic 
factors (including cost issues and the availabil-
ity of materials).12 Nevertheless, the situation has 
improved, with Chinese computer manufactur-
ers pre-installing authorized operating systems 
on their computers, and Internet companies in 
China purchasing the copyright to broadcast  
videos online.

Social Perspectives
In addition to the commercial aspects of compe-
tition between Chinese and Western firms, let’s 
look at some of the social issues related to Inter-
net diffusion in China. Such issues include heavy 

Table 1. Internet use—the number of users and growth rates.

Users (in millions)

 2009 2010
Growth  
rate (%)

Rank using the number 
of users in 2010

E-commerce

online shopping 108.0 160.5 48.6 11

E-banking 94.1 139.5 48.2 13

online payment 94.0 137.2 45.9 14

online stock trading 56.8 70.9 24.7 15

travel booking 30.2 36.1 19.5 17

group buying — 18.8 — 18

Social applications

instant messaging 272.3 352.6 29.5 4

Blogs 221.4 294.5 33.0 6

Email 218.0 249.7 14.6 8

Social networking 175.9 235.1 33.7 9

Forum/bulletin board system 117.0 148.1 26.5 12

microblogs — 63.1 — 16

Information seeking

Search engine 281.3 374.5 33.1 1

Web news 307.7 353.0 14.7 3

Entertainment

Web music 320.7 362.2 12.9 2

online games 264.5 304.1 15.0 5

Web videos 240.0 284.0 18.1 7

cyberliterature 162.6 194.8 19.8 10
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Internet use by Chinese youth, content sharing 
and copyright infringement, and censorship. As 
Table 1 shows, among the top 10 Internet appli-
cations in 2010 were instant messaging, blog-
ging, email, online games, Web music, and Web 
videos.

One of the largest groups of Internet users in 
China comprises young users, although this user 
group has already peaked with the recent entry 
of other groups.13 In 2010, nearly 65 percent of 
Internet users were under age 30.9 The appeal of 
the Internet for youth users includes the ability to 
engage in a collective fashion, follow a particular 
trend, exchange information relatively freely, and 
access information and resources that otherwise 
might be difficult to obtain.13 Youth users also 
comprise a major portion of bloggers in China, 
despite limitations on blogging and freedom of 
expression.14 Such users commonly see the In-
ternet as a means of self-expression and self- 
organization, which are some of the reasons  
behind its continued use.13 However, the youth-
ful Internet user group also represents a major 
factor in the development of Internet entre-
preneurship, offering the best opportunity for 
growth in this market.13

Another challenge for both Chinese and West-
ern companies, as well as for Chinese Internet 
users in general, is the ever-present prospect 
of censorship. The drastic drop in the number 
of websites in China from 2009 to 2010 (see  
Figure 4) can largely be attributed to the Chinese 
government’s intervention. Its policy of block-
ing negative information (including information 
the state considers both morally and politically 
undesirable) has, so far, been largely successful 
in reducing the flow of such information into 
China.15

However, the rapid growth of blogging among 
Chinese students and other Internet users 
has challenged this blockage, and the entry of 
Western companies into the Chinese market is 
expected to further challenge the prevailing cen-
sorship structure.15 Yet according to Rebecca 
MacKinnon, the simple use of the Internet in 
China, including entry by Western companies 
(who have been complacent or even colluded 
in this censorship), won’t eliminate censor-
ship.15 Still, the gradual erosion of censorship 
could be a significant side effect of increased  
Internet use.

G iven the sheer si ze of the Chinese  
Internet-using population, it would be 
impossible for the country to not influ-

ence the Internet environment. At the same time, 
the Internet will influence China as broader eco-
nomic and social horizons open.

Because the majority of Chinese Internet users 
access services via mobile devices, organizations 
must explore secure mobile cloud technolo-
gies to enable e-banking, online shopping, and 
e-payment developments. Also, marketers and 
public policy makers must listen carefully to 
Chinese youth—who actively engage in instant 
messaging, blogging, email, online games, Web 
music and Web video—to follow the voice of 
their customers in delivering their products  
and services. 
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