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Introduction

The Minister of Industry has invited over one hundred and fifty CEO-level leaders from business, academic and
consumer organizations to a Forum on the Digital Economy in Ottawa on June 22, 2009. The goal of the Forum is
to help develop a broad Agenda for the Digital Economy that would include the following themes:

*  Promoting business innovation using information and communication technologies (ICTs)
*  Building a digital infrastructure for the future

*  Ensuring a safer, stronger online marketplace

At an October 2007 National Roundtable on the Future of the Internet Economy, participants expressed great
concern about Canada’s declining performance in these three areas. They urged the federal government to re-
establish Canada’s position as a global leader.'

In developing a forward-looking agenda, it is important to recognize that the digital economy game has changed
significantly in the year and a half since the National Roundtable.

*  Technology has continued to evolve rapidly, particularly in the areas of Web 2.0 services, user generated
content, and mobile Internet access.

*  ‘Green ICT’ has emerged as a major business challenge and opportunity.

*  Under the leadership of the OECD, a comprehensive international plan for transitioning to the digital
economy has been established.

*  There is a new realization of the changing nature of ICT-enabled innovation and its role in competitiveness
and economic growth.

*  The global financial crisis and economic downturn have prompted other countries to raise the economic
stakes in the digital economy of the future.

In response to these events — and against the background of ongoing global security and environmental threats

— the world’s leading economies have adopted strategies to stimulate short-term recovery and restore long-term
growth. Actions to strengthen their digital economies are at the centre of many national strategies. To regain digital
leadership, Canada needs a similar strategic focus and commitment to action.



Since the Roundtable, the government has introduced measures to promote the application of ICTs in business,
extend broadband access to unserved communities, advance the roll-out of electronic medical and health care
records, and protect electronic commerce. While these are important steps, more is needed to keep pace with
other countries and fully restore Canadian leadership in the digital economy.

The purpose of this paper is to provide background information about Canada’s place in the digital economy
and the three themes on the Forum program. It will also pose questions about how Canada can move forward in
developing and implementing a National Agenda for the Digital Economy.



Over the past half century, the adoption and application of ICTs have transformed the global economy by creating
new sources of wealth and employment, increasing productivity, enabling innovation, enhancing competition,
and changing the structure and location of economic activity. ICTs have become a pervasive, general purpose
technology that is an enabler across the entire economy. As part of this process new industries have been born,

old sectors have declined, skill requirements have changed, and economic power has been redistributed among
demographic groups, regions and countries.

The smart devices, high speed networks, services, and applications that make up ICTs have together created a
massive online economy typified by companies such as eBay, which is a primary or secondary source of income
for more than 1 million people worldwide; Google, which is transforming online business models and the overall
structure of the digital economy; and Facebook, which has more than 200 million active users, including more
than 7 million in Canada.

The importance of managing these changes in a way that facilitates transition to a more fully digital economy has
been recognized for some time in Canada and other advanced economies. In June 2008, the OECD Ministerial
Meeting on the Future of the Internet Economy agreed on a comprehensive plan for addressing the major policy
and regulatory challenges involved in this transition.?

The worldwide economic downturn triggered by the global financial crisis that erupted in the second half of
2008 has added to the urgency of moving the digital economy agenda forward — in the short term with ‘shovel
ready’ projects — and in the longer term with initiatives to create ‘smart’ energy, transportation and building
infrastructures, and to use ICTs to improve productivity, competitiveness and environmental sustainability
throughout the economy.®

CANADA’S CURRENT STANDING

Different measures developed to compare the digital economy performance of countries present a similar picture
of where Canada stands — not at the front of the pack, but not too far behind to overtake the leaders.

*  The World Economic Forum 2008-09 Networked Readiness Index ranks Canada 10" out of 134 economies,
up from 13" in 2007-08. Canada’s rank has remained in this range since the NRI was first published in 2001-
02. The NRI uses 68 indicators grouped in 9 ‘pillars’ of the digital economy to measure a country’s ICT
environment, readiness and usage.*

*  The Economist 2007 e-Readiness Index ranks Canada 13% out of 69 economies, down from 6% in 2006. The
eRI uses a weighted collection of around 100 indicators to measure a country’s ICT infrastructure, its citizens’
ability to use technology, the transparency of its business and legal systems, and the extent to which its
government encourages the use of technology.®



Many of the countries that rank ahead of Canada or at around the same level have comprehensive digital economy
strategies in place that they regularly update as circumstances change.

* Inthe European Union, Union-wide ‘Information Society’ policies are often complemented by national
strategies. This is the case in the Nordic countries, which consistently rank above Canada on digital economy
indexes. It is also the case, for example, in the UK, which unveiled a ‘Digital Britain’ strategy earlier this year
and ranks either slightly ahead of Canada or slightly behind, depending on the index.®

*  The advanced economies of Asia have long had national ICT strategies geared to their economic strengths.
More recently, China and India have made the digital economy a centerpiece of their forward planning,
aiming to capitalize on their emerging strengths in ICT manufacturing, software and services.

* Inaddition to its recently announced high speed broadband expansion, Australia has established a federal
government Department of Broadband, Communications and the Digital Economy.”

In the US, the Obama administration’s response to the economic downturn shows the transition to a digital
economy is seen by at least some American policy makers as one of the strategic keys to restoring long-term,
environmentally sustainable growth. The responses of leaders in other G8 and OECD countries have sent similar
signals regarding the importance of ICTs for ‘Green Growth’®

REGAINING LEADERSHIP IN THE DIGITAL ECONOMY

In the 1990s, Canada was one of the first countries to develop a national strategy for the information economy.
However, major components of the strategy now require replacement or reinforcement in the face of technological
and market change, and mounting pressures on the competitiveness of the Canadian economy. Accordingly,

both the 2006 report of the Telecommunications Policy Review Panel and the 2007 National Roundtable
recommended that Canada refresh its policies and programs and develop a new national strategy for the digital
economy.’

Canada faces two major challenges in regaining leadership in the digital economy.

*  The 5% Challenge — One challenge is to re-establish and reinforce the leadership position Canada has long
held in the ICT sector of the economy - i.e. the sector that produces ICT goods and services. The ICT sector
is one of Canada’s technological strengths, performs 40% of Canada’s private R&D, employs more than half
amillion Canadians, and generates 5% of GDP."” Over the past decade, the performance of Canada’s ICT
sector has slipped in the face of rising global competition and as a result of management problems in some
companies. OECD data suggest that Canada’s ICT sector is currently punching at, or below, the weight of our
economy. However, as the OECD has noted, the ICT sector in Canada and other countries has weathered the
current economic downturn much better than most other sectors."!



*  The 95% Challenge — Another challenge is to use ICTs produced in Canada and elsewhere to increase
innovation, improve productivity, enhance competitiveness, create jobs, and generate wealth in firms of every
size, in every economic sector, in every region of the country. This challenge is larger and more complex than
the challenge of reinforcing Canada’s ICT sector, and it is also more urgent. OECD data indicate that our
performance in applying and using ICTs throughout the economy is weak in comparison to countries that
are digital economy leaders. Turning around Canada’s performance in the application and use of ICTs is the
challenge the Forum has been designed to address.

With the worst of the financial crisis and recession at least temporarily behind us, there appears to be consensus
that advanced economies have reached a tipping point, and the way forward is to embrace the full potential of

the digital economy. To reinforce our existing strengths in ICTs and other economic sectors, be they resources,
manufacturing or services, Canada cannot afford to continue to fall behind as a digital economy. We must become
leaders again.

The purpose of the Forum is to advise the Minister of Industry on what should be done in his areas of direct
responsibility to help Canada achieve leadership in the digital economy. These actions will form the first items
on the national Agenda for the Digital Economy. To move the agenda forward, other federal and provincial
departments and agencies will need to be engaged and contribute in their areas of responsibility, as will other
stakeholders from the private sector, the academic and research community, and civil society. The Forum will also
lay the foundations for engaging these other stakeholders in a broader policy dialogue by focusing on its three
basic themes and recommending practical actions for moving forward.



