Part 3

Update on ICT and Policy Outlook

Chapter 4

Current State of ICT

Section 1
Internet Usage Trends
1. Status of Internet utilization

The number of Internet users at the end of 2010
reached 94.62 million, an increase of 540,000 from the
end of 2009 (a year-on-year increase of 0.6 percent). The
Internet penetration rate was 78.2 percent (a 0.2 percent
increase from the previous year). When Internet use
was examined by device, 78.78 million people accessed
the Internet from mobile devices (a year-on-year de-
crease of 1.7 percent) and 87.06 million people accessed
the Internet from computers (a year-on-year increase of
2.3 percent) (Figure 3-4-1-1).

2. Challenges for safe and secure
Internet utilization

When households were asked about harmful experi-
ences associated with Internet use in the past year, the
most frequently cited response, at 34.0 percent, was “re-
ceived spam (but not including billing fraud)” at comput-
ers at home. The second most frequent response was
“detected a computer virus but was not infected” at 19.1
percent (Figure 3-4-1-2).

Section 2
ICT Industry Trends

1. Economic size of the ICT
industry

The ICT industry’s market size in 2009 was 87.7 tril-
lion yen (based on nominal domestic production), ac-
counting for 10.0 percent of all industry and making it
the largest industry in the country. The ICT industry
had been growing since 2004 but contracted in 2008
along with most other industries. The ICT industry con-
tinued to shrink in 2009 (Figure 3-4-2-1).

2. Contribution of the ICT industry
to economic growth

The ICT industry contributed -0.3 percent to Japan’s
-6.3 percent growth rate in real GDP in 2009. The ICT
industry had been a positive contributor continually
from 1996 and contributed negatively for the first time in
2009. Given that the real GDP growth rate was sharply
negative in 2009, the ICT industry’s minus growth re-
mained slight in comparison to many other industries
(Figure 3-4-2-2).

Figure 3-4-1-1 Transitions in Internet user numbers and penetration rate
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Figure 3-4-1-2  Harmful experiences associated with Internet use at households (multiple answers permitted)
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Figure 3-4-2-1 Nominal market sizes of major industries (based on domestic production) and transitions in the nominal market
size of the ICT industry (based on domestic production) (2009)
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Figure 3-4-2-2 ICT industry’s contribution to real GDP growth
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Section 3
Telecommunications Sector
1. Telecommunications market

Sales in the 2009 telecommunications sector totaled
14.2182 trillion yen (a year-on-year decrease of 1.3 per-
cent) (Figure 3-4-3-1).

Figure 3-4-3-1 Transitions in telecommunications sector
sales
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Prepared on the basis of MIC“2010 Basic Survey on the Communica-
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2. Telecommunications services

Subscriptions to fixed communications (subscription
telephones and ISDN) are on the decline, whereas sub-
scriptions to mobile communications (cellular phones
and PHS) and IP phones are seeing steady growth. Sub-
scriptions to mobile communications overtook those to
fixed communications in FY 2000 and, at the end of FY
2010, they outnumbered fixed communication subscrip-
tions by about 3.1 to one (Figure 3-4-3-2).

Section 4
Broadcasting Sector
1. Broadcasting market

Overall sales by all broadcasters, including revenue
from broadcasting and non-broadcasting business activi-
ties, shifted from a growth trend to a decline in 2008 and
this decline continued in 2009. Sales in 2009 totaled
3.8254 trillion yen (a year-on-year decrease of 3.8 per-
cent) (Figure 3-4-4-1).

2. Status of broadcasting
media uses

Subscriptions to all broadcasting services, except CS
digital broadcasts, increased in FY 2009 (Figure 3-4-4-
2).

Section 5
Content Market Trends

1. Japanese content market
trends

The Japanese content market reached 11.1595 trillion
yen in 2009 (Figure 3-4-5-1).

2. Market size of the mobile
content industry

The market size of Japan’s mobile content industry
reached 1.6550 trillion yen in 2010 (a year-on-year in-
crease of 8.8 percent). By segment, the mobile content

Figure 3-4-3-2 Transitions in subscriptions to fixed communications and mobile communications

(10,000 subscriptions)

12,500
12,329
10,500
8,500
Mobile communications
6,500 | 5223 6077 6022 5961 5808 5515
<~ 6,196 ¢ .

2,500

508 5

A " 5,123
’ . 4,732
4,500 5.685 v\—Fixed communications 4334 3957

IP phones

1 1 1 1 1 1 1 1 1 1 1
1999 2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010(Fiscal year)

Prepared on the basis of MIC “Status of Telecommunications Service Subscriptions” (March 31,2011)



Figure 3-4-4-1 Transitions in the broadcasting sector’s market size (total sales)
(in 100 millions of yen)
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Figure 3-4-4-2 Subscriptions to broadcasting services
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Figure 3-4-5-1 Breakdown of the Japanese content market (2009)

Original text-based Net content

Database articles ~ ¥351.0 billion
¥287.3 billion (2.6%)

Book content
¥722.2 billion (6.5%)

N

)\
AN
ARAARA

Magazine content

(3.1%) )
Movie content

¥648.9 billion (5.8%)
Video content
¥289.7 billion (2.6%)

¥1.3777 trillion (12.3%)

Text-based content
¥5.0106 trillion
(44.9%)

mal

Comics e
¥515.5 billion (4.6%) {00+«
3ol

Newspaper articles
¥1.7568 trillion (15.7%)

Audio-based content
¥869.2 billion (7.8%)

Mus
¥666.2 billion (6.0%)

Radio programming
¥203.0 billion (1.8%)

Total
content
rket

.1595 trillion

Video-related content
¥5,279.7 billion (47.3%)

Terrestrial TV programming
¥2.7939 trillion (25.0%)

Satellite / cable TV programming
¥765.3 billion (6.9%)

Game software

¥680.2 billion (6.1%)
ic
Original video-based Net content
¥101.7 billion (0.9%)

(Source) Institute for Information and Communications Policy “Survey on Production and Distribution of Media and Software Content”

Figure 3-4-5-2 Market size of the mobile content industry
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market segment was worth 646.5 billion yen (a year-on-
year increase of 17.0 percent) and the mobile commerce
market segment was worth 1.0085 trillion (a year-on-
year increase of 4.2 percent), continuing the sharp in-
crease from 2009 (Figure 3-4-5-2).

Section 6
Research and Development (R&D)
1. Research in the ICT industry

Corporate research spending, which accounts for
about 70 percent of all scientific and technological re-
search expenditures, was 11.9838 trillion yen in FY 2009.
The ICT industry spent 3.9428 trillion yen on research,

(Source) MIC“Survey on Market Trends in the Mobile Content Industry”

or 32.9 percent of all corporate research spending. By
sector, the ICT equipment and tool manufacturing indus-
try spends the most on research (Figure 3-4-6-1).

2. Technology trading

The value of Japan’s technology exports in FY 2009
was 2.0153 trillion yen, with 384.9 billion yen, or 19.1 per-
cent of the total, exported by the ICT industry. Japan’s
imports of technology were worth 534.9 billion yen, with
318.3 billion yen, or 59.5 percent of the total, imported
by the ICT industry. Thus, there was a surplus situation
in the total amount of technology exports as well as in
ICT industry technology exports.



Figure 3-4-6-1 Corporate research spending by industry (FY 2009)
(R&D spending by all industries: ¥11.9838 trillion)
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Prepared on the basis of MIC“2010 Research Investigation Report on Science and Technology”

3. Number of researchers

Ofthe 490,494 corporate researchers in Japan, 193,747
were employed by the ICT industry, accounting for 39.5
percent of all corporate researchers. The ICT equipment
and tool manufacturing industry employs the most re-
searchers of any ICT industry sector.

Section7

Postal Service and Correspondence
Delivery Business

1. Postal service

There were 24,529 post offices at the end of fiscal
2010. The breakdown by category shows that there were

20,233 directly managed post offices (including annexes
and non-operational post offices) and 4,296 postal agen-
cies (including those non-operational). By operational
status, there were 24,137 post offices currently in opera-
tion and 392 not in operation. Note that the non-opera-
tional post office figure includes post offices temporarily
closed due to the March 2011 Great East Japan Earth-
quake (Figure 3-4-7-1).

The postal service business in FY 2010 posted a net
loss of ¥35.4 billion.

2. Correspondence delivery
business

Since the Law Concerning Correspondence Delivery
by Private-Sector Operators (Law No. 99 of 2002) went
into force in April 2003, the number of entrants in the

Figure 3-4-7-1 Breakdown of the number of post offices (end of FY 2010)
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- Of the 255 non-operational postal agencies, 61 have been temporarily closed due to the Great East Japan Earthquake.

- Of the 255 non-operational postal agencies, 65 are providing outcall services by transfer employees or PR employees.

- Of the 36 annexes currently in operation, two have been set up temporarily as an emergency measure to replace temporarily closed postal agencies.
Prepared on the basis of MIC materials




Figure 3-4-7-2 Transitions in the number of special corre-
spondence delivery operators
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special correspondence delivery business has grown
steadily, but no entrants have come forth for the general
correspondence delivery business. At the end of FY
2010, there were 346 operators in the special correspon-
dence delivery business (Figure 3-4-7-2). Looking at the
breakdown of provided services, a comparatively large
number of operators have entered the No. 1 Service
market.

Section 8
Overseas Trends

1. Penetration of global
communications services

There were 1.20 billion subscriptions to fixed phones
in 2009, with an average annual growth rate of 1.0 per-
cent between 2004 and 2009. There were 4.68 billion cel-
lular phone subscriptions, with an average annual

growth rate of 22.1 percent between 2004 and 2009 (Fig-
ure 3-4-8-1).

2. Internet penetration rates by
region

The average Internet penetration rate worldwide was
7.1 percent (number of subscriptions divided by popula-
tion). By region, North America had the highest pene-
tration rate, at 29.3 percent, followed by Europe (22.6
percent), Oceania (17.0 percent), and Asia (13.4 per-
cent) (Figure 3-4-8-2).

Figure 3-4-8-2 Internet penetration rates by region (based
on number of subscriptions) (2009)
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Figure 3-4-8-1 Number of subscriptions to fixed phones, cellular phones, and the Internet
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