

mailto:entr-innov-ict-ebiz@cec.eu.int
mailto:info@ebusiness-watch.org

e-business

WitSich

Overview of International e-Business Developments

The e-Business W@tch

The European Commission, Enterprise & Industry Directorate General, launched the e-Business W@tch to
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Introduction to the e-Business W@tch

e-Business W@tch - observatory and intermediary since late 2001

The European Commission’s e-Business W@tch monitors the adoption, development and impact of
electronic business practices in different sectors of the economy in the enlarged European Union. The
background of this initiative was the eEurope 2002 Action Plan, which provided the basis for targeted
actions to stimulate the use of the Internet for accelerating e-commerce, acknowledging that
"electronic commerce is already developing dynamically in inter-business trading” and that "it is
important for SMEs not to be left behind in this process." The eEurope 2005 Action Plan confirmed
and built further upon these objectives with Action 3.1.2 "A dynamic e-business environment", which
defined the goal "to promote take-up of e-business with the aim of increasing the competitiveness of
European enterprises and raising productivity and growth through investment in information and
communication technologies, human resources (notably e-skills) and new business models".

It is against this background that the European Commission, Enterprise Directorate General, launched
the e-Business W@tch in late 2001. The objective of this initiative is to provide sectoral analysis based
on empirical research, including representative enterprise surveys in countries of the European Union,
the EEA and Accession States, with special emphasis on the implications for small and medium-sized
enterprises (SMEs).

Since its launch, the e-Business W@tch has published more than 60 e-Business Sector Studies on 17
different sectors of the European economy, three comprehensive synthesis reports about the status of
electronic business in the European Union, three statistical pocketbooks and various other resources
(newsletters, special issue reports, etc). These are all available on the website at www.ebusiness-
watch.org (‘resources’).

The quantitative analysis about the diffusion of ICT and e-business is based to a large extent on
regular representative surveys among decision-makers in European enterprises. The e-Business
Survey 2005 covers more than 5000 enterprises from 10 different sectors across 7 EU member states.
In addition, more than 70 case studies on e-business activity in enterprises from all EU, EEA and
Accession countries are carried out, to complement the statistical picture by a more detailed analysis
of current e-business practices.

Survey results of the previous years have confirmed the initial assumption and rationale of the e-
Business W@tch that the sector in which a firm operates and the size of a company, rather than its
location, are the main determinants of its e-business activity. The large demand for the various
publications and statistics provided by the e-Business W@tch, and their exploitation by other research
institutions (for example, in the EITO Yearbook 2003 and in the OECD Information Technology
Outlook 2004), document the demand for sectoral e-business analysis. Facilitated by positive
responses and the growing interest in its analysis, the e-Business W@tch is increasingly developing
from an observatory into a think-tank and intermediary, stimulating the debate about the economic and
policy implications of e-business among stakeholders at an international level.

The wide-angle perspective: e-Business W@tch provides the "big picture” as a
basis for further research

The mission of the e-Business W@tch is to present a "wide-angle" perspective on e-business
developments and practices in the sectors covered. This has important implications regarding the level
of detail in which various issues can be explored, both in terms of the quantitative picture (survey) and
in terms of the qualitative assessment and background research.

Over the past 10 years, "electronic business" has increased from a very specific to a very broad topic
to be studied. The OECD proposes a definition of e-business as "automated business processes (both
intra-and inter-firm) over computer mediated networks". This definition is useful as it makes clear that
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e-business is more than e-commerce (which focuses on commercial transactions between companies
and their customers, be it consumers or other companies) and that e-business includes internal
processes within the company as well as processes between companies. Furthermore, the OECD
definition implicitly indicates that the focus and main objective of electronic business is to be found in
business process automation and integration, and the impacts thereof.

This implies that the potential scope for e-business analyses has also broadened. The measurement
of e-commerce transactions (the volume of goods and services traded online) can and should be
complemented by studies analysing the degree to which business processes, including intra-firm
processes, are electronically linked to each other and have become digitally integrated. Hence, it
becomes practically impossible to cover in depth all areas and facets of e-business in one study. Thus,
study scope needs to be carefully defined.

The e-Business W@tch Sector Studies apply a wide-angle perspective and zoom into selected
aspects of electronic business only. In general, studies with a wide-angle approach allow for a wider
range of issues to be covered and investigated at the same time. This, however, necessarily limits the
level of detail in which each single issue is explored. This must be considered when using the Sector
Studies prepared by the e-Business W@tch.

The role of economic analysis in the Sector Reports

In addition to the analysis of e-business developments, the e-Business W@tch Sector Studies also
provide some background information on the respective sector. Following the configuration of the
sector (on the basis of NACE Rev. 1.1 classification) at the introduction of each study, this overview
includes some basic industry statistics, as well as information about the latest trends and challenges
concerning the specific sector. Readers should not mistake this background information, however, as
the main topic of analysis. An e-Business W@tch "sector report” is not a piece of economic research
on the sector itself, but a study focusing on the use of ICT and e-business in that particular sector.
The introduction to the sector is neither intended to be, nor could it be a substitute for more detailed
and specific industrial analysis.

The data presented in each sector’'s overview are mainly derived from official statistics prepared by
Eurostat, but are processed and refined by DIW Berlin. The purpose is to close the many gaps that
occur in the official statistics, with missing data being imputed on the basis of extrapolations and own
calculations.

The mission of the e-Business W@tch is to monitor, analyse and compare the
development of e-business in different sectors of the European economy — not the
sectors themselves.

Its objective is to provide reliable results, based on commonly accepted methodologies,
which are not readily available from other sources and would trigger the interest of policy-
makers, researchers, and other e-business stakeholders for more in depth analyses (or
statistical surveys).

The e-Business W@tch has adopted a “wide-angle” perspective in its approach and the
necessary trade-offs are transparently depicted in all its deliverables.

The definition of sectors and the adequate level of aggregation

Economic sectors constitute the main level of analysis for e-Business W@tch. In 2005, the sample
consists of ten sectors. Their configuration and definition are based on the NACE Rev. 1.1
classification of business activities.

The rather broad aggregation of different business activities into sectors in 2002-2004 made it possible
to cover a broad spectrum of the economy, but also caused some challenges for the analysis of e-
business developments. For instance, it was hardly possible to focus on individual sub-sectors in
much detail within a single sector report. The selection and definition of sectors proposed for 2005
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reflect these concerns. Six out of the ten sectors proposed are sub-sectors that were part of
(aggregated) sectors analysed in 2002-2004. The rationale for "zooming in" on former sub-sectors is
that the broad picture for the whole sector is now available from previous sector studies, and that this
seems to be the right time within the prospective life-cycle of the e-Business W@tch to focus the
analysis on more specific business activities.

Overview of International e-Business Developments

The 10 sectors covered in 2005 were selected on the basis of the following considerations:

The current dynamics of electronic business in the sector and the impact of ICT and electronic
business, as derived from earlier e-Business W@tch sector studies.

Interest articulated by the industry in previous years on studies of this type.
Policy relevance of the sector from the perspective of DG Enterprise & Industry.

Roll-out strategy of 2003: New sectors (not covered in 2002/03 and/or 2003/04) have been
added, as well as specific industries which have only been covered as part of a larger sector in
the past

In 2005, the e-Business W@tch will also deliver four cross-sector studies. These Special Reports will
focus on a particular e-business topic of interest across different sectors rather than on a single sector.

The 10 sectors and 4 topics analysed in 2005

The 10 sectors which are being monitored and studied in 2004/05 include seven manufacturing,
construction and two service sectors. Four of these sectors (namely food and beverages, textile,
machinery and equipment and tourism) were also covered in the previous years of implementation,
while the other six were covered as part of (aggregated) sectors analysed during 2002-2004.

Exhibit: Sectors and topics covered by e-Business W@tch in 2005

Sector Studies NACE Rev. 1 Publication date(s) *
1 i Food and beverages 15 July 2005 Sep. 2005
2 | Textile industry 17,18 July 2005
3 Publishing and printing 22 July 2005 Sep. 2005
4  Pharmaceutical industry 24.4 July 2005 Sep. 2005
5 | Machinery and equipment 29 July 2005 Sep. 2005
6  Automotive industry 34 July 2005
7 : Aerospace 35.3 Sep. 2005
8  Construction 45 July 2005 Sep. 2005
9 Tourism 55, 62.1+3, 92.3+5 Sep. 2005
10 | IT services 72 July 2005 Sep. 2005
Special Topic Reports
A ?oﬁizgfdggi%ntgctlig; Indicators: Definitions, July 2005
B gzngci)epvr\;emsof International e-Business July 2005
C ie-Business Standards and Interoperability Sep. 2005
Issues
D  ICT Security and Electronic Payments Sep. 2005

* There will be 1 report (in 2005) on 4 of the 10 sectors, and 2 reports on the other six.
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Executive Summary

Objectives of this study

This report is one of four special studies published by e-Business W@tch in 2005, in addition
to its sector studies. While sector studies present electronic business (e-business)
developments from a specific industry's perspective, special studies focus on a particular
information and communication technologies (ICT) related topic, across sectors.

The objective of this special study is to present a comparative analysis of current e-business
monitoring activities in major economies of the world, to summarise the main findings, and
compare these initiatives with equivalent activities in the European Union (EU). Five
countries outside Europe have been selected for this purpose: Australia, Canada, Japan,
Korea and the USA. The selection considers the economic importance of these countries in
the global economy, access to sources on e-business development, and the objective to
include economies from different continents. The study identifies the major national
monitoring initiatives and their institutional set-up, and features the main results as far as
they have been accessible. The study concludes with some policy recommendations for
international e-business monitoring in the future.

National e-business monitoring activities: similarities and differences

P In all countries and in the EU, a form of regular monitoring of electronic business
activity by enterprises has been established. In all cases, the national statistical
offices are involved. Some of the enterprise surveys that are conducted in this context
are mandated by national law. The surveys in all countries follow the purpose of
collecting data on business adoption and use of ICT, and e-business.

B Although the OECD definition of e-commerce — either broad or narrow" — is reflected in
the set-up of all national monitoring activities, the approaches used differ widely in
terms of focus, methodology, and metrics applied. Any comparison of results must
therefore be taken very cautiously.

P An important specification to be considered in this context is whether networks other
than the internet (e.g. EDI) are included or excluded in the definition of e-business
transactions and its measurement. Some surveys are rather internet-focused (for
example in Australia), while others differentiate between protocols used, for example
the Eurostat survey. In the case of Japan, settlement and commercial trade among
establishments within the same incorporated enterprise is specifically excluded.

P National specifications differ regarding size and type of enterprises surveyed. In partic-
ular, company size thresholds in terms of minimum number of full-time employees (to
be included in a survey) differ between countries and hamper direct comparability.

P Regarding the method of data collection, postal questionnaires is the prevailing data
collection method in Australia, Canada, Japan and the USA. Korea applies direct
interview methods and self-enumeration techniques® through e-mail and internet.
Australia used computer-assisted telephone interviews (CATI). User participation to
surveys is mandatory in most countries.

! Seechapter 1.2.1

Survey methods in which the electronic survey form is available online and a respondent can access and key
in the form electronically. CASI (computer-assisted self interviewing) is such a method.
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Main monitoring results: e-business adoption

The findings of these monitoring activities confirm the high level of e-business activities in all
five countries under study and in Europe. Main results for the international benchmarking
countries are summarised in the following table.

Exhibit: Overview of e-business monitoring initiatives in 5 countries and snapshots of key results

Australia Canada Japan Korea USA
= a |
L i+l * . —
Business Use of Survey of Elec- At least 41 official | Cyber Shopping Data are collected
Information tronic Commerce statistical surveys Mall Survey in five separate
Technology survey | and Technology with questions E-commerce Census Bureau
(BUIT) (SECT) related to ICT use. Survey on surveys, focusing

Most relevant for e-
business: CUTS
(Communications

Enterprise (B2B)

on different
segments of the
economy: for

Main Usage Trend manufactures
survey(s) Survey), EEC (ASM), wholesale
(Establishment and trade (ATS), serv-
Enterprise ices (SAS), retail
Census), and trade (ARTS), and
Surveys by ECOM the Economic
(Electronic Comm- Census.
erce Promotion
Council of Japan)
Sampling
frame ANZSIC NAICS JICS KSIC NAICS
85% of firms use a | The volume of e- In 2003, 80% of B2B transactions E-commerce
computer, 74% use | B2B transactions is | corporations had a | account for about accounts for 16.3%
the internet and CAD 19.8 (€ 12.3) | website. 30% 88% of total e- of total B2B and
25% have a web billion, representing | engaged in B2B e- | commerce. In 2.0% of total retail
presence. 75% of total e- commerce, 12% in | 2003, the B2B sales.
31% of firms place commerce by B2C e-commerce. | transaction volume 92.7% of total e-
orders on the private firms. While B2B increased by more | commerce is B2B,
internet (+3%- The volume of e- | Increased, B2C than 30% 7.3% B2C.
Shapshots — | points compared to | B2C transactions is wasj stggnatmg. compared to ?OOZ. In manufacturing,
main 2002/03). CAD 6.6 (€ 4.1) Projections for B2C transactions | a_.commerce
findings 12% have received | Pillion (25% of total | 2005 estimate that | account for about | 5-counts for more
orders via internet | &-COmmerce). e-commerce will 3%, B2G than 20% of the
or web. Out of 7% of firms, account for 14% of | (business-to- total value of
those, 44% representing 27% | total B2B and 4.5% | government) for shipments.
generated 5% or | of gross business | Of total B2C trade | about 9% of E-commerce
more of their total | income, engage in | Volume. elef:tronlc trans- outperforms total
income in this way. | e-commerce. actions. economic activity in
B2C increased by | 5 sectors studied.
20% in 2003.
Dynamic overall B2B sales drive e- | The major e- Enormous growth B2B is dominating,
development, but commerce growth; | commerce adopter | rates in but B2C retail
stagnation in the E-commerce has in the Asia-Pacific | e-commerce: e-commerce is
_ percentage of firms high growth rates, region. B2B drives | e-transaction growing fast,
Main trends | that sell on the but still accounts the development, | volume grew by particularly in
identified | internet for less than 1% of | @ccounting for 32% from 2002 to | specific sectors
total operating close to 90% of 2003, and by 31% | (e.g. books,
revenues for total e-commerce | from 2003 to 2004 | textiles).
private companies. | Sales. B2C has (1* quarter
recently stagnated. | comparison).
Reference 2003/4 2004 2005 (projected) 2003 2004

year

July 2005

Source: Developed by e-Business W@tch (2005) from various international sources.
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e-Business performance of EU enterprises in comparison

>

On average, EU enterprises are head-to-head with their counterparts in other
advanced economies in terms of electronic business activity. However, gaps in e-
business adoption within the EU (i.e. between Member States) are clearly more
pronounced than on aggregate level in international benchmarks, i.e. between firms
from the EU-25 and the USA, Australia, Japan or other countries.

Firms from those EU Member States which are most advanced in their information
society development (the Nordic countries in particular) are not only 'e-leaders' within
the EU, but constitute international benchmarks of ICT infrastructure adoption and e-
business activity. Many of the other EU countries are well aligned with the international
state-of-play in e-business. This holds true for some of the major economies in the EU,
for example the UK, Germany and the Netherlands.

ICT and e-business adoption is comparatively low among firms from EU Member
States which constitute the least advanced group in information society development
('third tier). This group includes some of the new EU Member States, Greece and
Portugal.

Suggestions for policy

>

Information society statistics is one of the most challenging areas for the statistical
community, especially at the enterprise level of analysis. Research carried out for this
report shows that e-business monitoring activities in Australia, Canada, Japan, Korea
and the USA differ considerably in their structure and focus. Therefore, the
international comparability of results is limited and problematic.

Considering the importance of ICT as a driver and enabler of globalisation processes,
further initiatives to facilitate the international comparison of e-business
developments and their impacts should be encouraged. There are several possibilities
how this goal can be addressed. Three approaches are briefly presented and
discussed in this report in terms of their requirements, strengths and weaknesses:

P Approach 1: Coordination of methodology development
P Approach 2: Coordination of decentralised data collection
P Approach 3: The "International e-Business W@tch"

As electronic business has a growing impact on international (cross-border) trade, and
considering implications for SMEs, impacts on growth, productivity and employment,
some form of international coordination and cooperation in monitoring related
developments is certainly relevant. Models how to go about this task are available on a
national or European level. The task is to raise them to the international level.
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Overview of International e-Business Developments

1 Introduction

This is one of the four special studies published by e-Business W@tch in 2005, in addition to
its sector studies. While sector studies present e-business developments from a specific
industry's perspective, special studies focus on a particular ICT related topic, across sectors.’

This study features a comparative analysis of the adoption of ICT and e-business (in
manufacturing and services) in Europe and some of its major competitors among the
industrialised economies, focusing on Australia, Canada, Japan, Korea and the USA. The
study is organised in four main chapters and has three annexes:

Exhibit 1-1: Study structure of present report

Chapter 1

Objectives and scope of the study

Major international frameworks that are important for e-business measurement,
including classification systems

Chapter 2

Measurement frameworks for e-business adoption (e.g. sources of national
official statistics, e-business definition)

Country-specific measurement programmes (i.e. survey designs and methods
applied) of ICT adoption and e-business practice in official business statistics

Chapter 3

Main results of e-business surveys in Europe and the five selected countries on
a country-by-country basis

Chapter 4

Synthesis of findings regarding e-business measurement methods in the
countries studied.

Synthesis of main results on ICT adoption and e-business activity.

Chapter 5

Conclusions from chapters 3 and 4 regarding the performance of European
enterprises in e-business compared to their international counterparts

Implications and recommendations for policy to improve the availability of
internationally comparable data on ICT adoption and e-business

Annex |

Glossary of abbreviations and technical terms referred to in this report

Annex Il

Currency exchange rates for AUD, CAD, JPY, KRW and USD to the Euro

Annex Il

Available survey questionnaires of the respective countries under study

3

The other three special studies of 2005 are: "A User's Guide to ICT Indicators: Definitions, sources, data

collection”; "ICT Security and E-Invoicing"; and "e-Business Standards and Interoperability Issues”. Reports
are available at www.ebusiness-watch.org (‘resources’)

July 2005
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Background to this report

Since 2002, the European Commission’s e-Business W@tch has been monitoring the
development and implications of e-business across different sectors and countries in the EU.
The statistical basis for this analysis are annual e-Business Surveys (2002, 2003 and 2005).
International comparisons of the results, however, were restricted to special chapters in the
E-Business Reports 2003 and 2004. Starting from this basis, it was decided in 2004 to pilot a
special report, complementary to the regular e-Business W@tch sector studies, which should
feature a more detailed comparison of:

the activities carried out in other countries to monitor e-business developments and

the statistical results of these activities, with an effort to compare findings as far as
possible in light of the differences in methodology and definitions.

The research method is a secondary analysis of existing, publicly available empirical data
with the objective to establish a comparative perspective. Resources were mainly taken from
national statistical offices (NSOs). Other secondary material includes research papers from
renowned experts.

The study should be regarded as a pilot. It explores to what extent it is possible to compare
statistics about ICT use by enterprises ex-post, i.e. data that have been collected through
different mechanisms and from different sources. It is evident that this task poses many
challenges, which are summarised in the conclusions to this report. However, even the
comparison of the different methods used to monitor e-business developments, and the
different types of results that are gained from this exercise, offers interesting insights and a
broad perspective on the dynamic development of e-business even after the burst of the new
economy. Comparing measurement methods, metrics and results across different countries
and continents offers a holistic view on e-business developments, on possible implications
for global business and the resulting policy requirements that are widely debated these days
at international fora.

1.1 Objectives and scope

The main objective of this study is to present comparatively the methodologies used for
monitoring developments of ICT and e-business adoption in major economies of the world, to
analyse their main features and summarise the main findings, and to compare these
initiatives with their counterparts in the European Union. This main objective encompasses
the following secondary objectives:

to foster discussion on existing and developing measures, methods and instruments
for monitoring ICT usage and e-business activity in the EU against other
benchmarked countries;

to illustrate critical methodological issues on measuring ICT and e-business adoption
and usage in the EU and abroad;

to enhance the understanding of differences in the monitoring methodologies applied
in the EU and abroad,;

to assist knowledge production and transfer for developing further standards for
measurement of e-business in Europe.

Ultimately, this study could be considered as contributing, as much as allowed by the e-
Business W@tch scope and size, to addressing the need for international harmonisation
work of ICT statistics and analysis.

11 July 2005
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1.2 International frameworks for monitoring e-business

It is quite safe to assume that governments in all developed economies have engaged in e-
business monitoring activities, mostly with support of the national statistical offices. This is
evidenced by the countries studied for this report and by work of the United Nations (see
chapter 1.2.2). However, as the definitions and methods used to collect data vary
considerably across countries (see chapter 2), it is extremely difficult to compare the results
of these activities on an international basis.

In essence, the findings are not comparable, unless a substantial research effort would be
made (which widely exceeds the potentialities of this report) to make them somewhat
comparable. This could involve re-computing raw data, for example to adjust them to a
different base, or estimating the impact of differences in definitions and survey questions.

Against this background, international organisations have an important role in coordinating
initiatives to develop international frameworks for ICT and e-business related surveys and
research. In fact, they have already taken up this task since the late 1990s, for example by
proposing definitions and model questionnaires. Some of the relevant activities by the OECD
and the UN are introduced in this chapter. Although it cannot be expected that this work will
lead to the use of fully harmonised instruments in all countries, it is already evident that this
work has had an impact on many national and international monitoring activities.

1.2.1 Work by the OECD

The OECD has acted as a coordinator and forum for the development of internationally
comparable information society statistics for more than 20 years. Methodological work covers
issues such as the definition and classification of the ICT sector, definitions of e-commerce
and e-business, the development of model questionnaires on ICT usage, and general
guidance for the measurement of indicators of ICT. Within the OECD, the Working Party on
Indicators for the Information Society (WPIIS) is one of the main units to carry out work in this
area.

Recent work of the OECD has been very influential in defining and measuring the information
economy, particularly regarding efforts to harmonise international statistics. The OECD has
been active in all areas of ICT statistics, including the measurement of ICT investment and of
e-business activity. In the area of ICT investments, harmonisation of statistics from different
countries involves considerable challenges: "Data availability and measurement of ICT
investment based on national accounts (SNA93) vary considerably across OECD countries,
especially as regards measurement of investment in software, deflators applied, breakdown
by institutional sector and temporal coverage." (OECD 2002)

A model questionnaire on the use of ICT

In the field of measuring e-business activity, the challenge is to harmonise statistical efforts
ex-ante, mainly by promoting the agreement on common definitions and survey instruments
(e.g. by developing model questionnaires).

WPIIS has worked since 1999 with the Voorburg Group* and individual OECD member
countries to develop a model questionnaire on the use of ICT by enterprises. The underlying

The Voorburg Group on Services Statistics was created in 1986, in response to a request from the United
Nations Statistical Office (UNSO), for assistance in developing services statistics. It was set up at the initiative
of Statistics Canada. It works as an informal forum for the exchange of views on service statistics. The Bureau
consists of a core group of members elected each year, the chairperson of the last meeting and the
chairperson of the next meeting (see: http://www.stat.fi/voorburg2005/voorburg_group presentation.html).
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idea behind the elaboration of a model questionnaire is to guide the collection of
internationally comparable statistics of ICT usage and electronic commerce in enterprises
across OECD member countries. A first proposal for a model questionnaire on ICT usage in
enterprises was adopted by WPIIS at its meeting in 2001 (OECD, 2001c). In 2004, WPIIS
commenced a revision of the model questionnaire which is planned to be completed by the
end of 2005.

Definitions of e-business and e-commerce transactions

In 1999, WPIIS established an Expert Group on Defining and Measuring Electronic
Commerce to compile definitions of electronic commerce which are policy relevant and
statistically feasible. By 2000, work of the Group had resulted in definitions for electronic
commerce transactions. At that time, the research and policy community still focused mainly
on e-commerce in the sense of conducting transactions online. Accordingly WPIIS had
proposed a "broad" and a "narrow" definition of electronic commerce for statistical activities
(OECD, 2001b) which were then endorsed by the OECD member countries:

e-Commerce

transaction OECD definition

Guidelines for Interpretation

An electronic transaction is the sale or
purchase of goods or services, whether
between businesses, house-holds, indiv-
iduals, governments, and other public or
private organisations, conducted over

Include: orders received or placed on any
online application used in automated

Br . . ) S
d e?i?\(ijti on computer-mediated networks. transactions, such as internet applications,
The goods and services are ordered over EDI, Minitel or interactive telephone syst-
ems.
those networks, but the payment and the
ultimate delivery of the good or service
may be conducted on- or offline.
An internet transaction is the sale or Include: orders received or placed on any
purchase of goods or services, whether internet application used in automated
between businesses, households, indiv- | tr@nsactions such as Web pages, extra-
iduals, governments, and other public or nets and other applications that run over
Narrow private organisations, conducted over the = 1€ Internet, such as EDI over the internet,
definition internet. Minitel over the internet, or over any other

The goods and services are ordered over
the internet, but the payment and the
ultimate delivery of the good or ser-vice
may be conducted on- or offline.

Web enabled application regardless of
how the Web is accessed (e.g. through a
mobile or a TV set, etc).

Exclude: orders received or placed by
telephone, fax or conventional e-mail.

Source: Roberts, Sheridan: OECD work on measuring the Information Society (OECD 2004a, p.9)

Since 2002/03, it has been increasingly acknowledged among the policy and research
communities that this focus on e-commerce transactions may be too narrow to capture the
full implications of e-business. A wider, business process oriented focus (including internal
processes) has been adopted in many studies and surveys. This development has been
reflected by work of the OECD Expert Group, which proposed a (broader) definition of e-
business processes based on functionality rather than technology in 2003: Electronic
business is here defined as

"(automated) business processes (both intra- and inter-firm)
over computer mediated networks" (OECD, 2004a, p. 6).
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In addition, the Group proposed that e-business processes should integrate tasks and extend
beyond a stand-alone or individual application. Nine broad business functions were identified
and described in terms of e-business processes, e.g. customer acquisition and retention; e-
commerce; finance, budget and account management; logistics (inbound & outbound); and
inventory control (OECD, 20044, p. 6).

A new module on e-business for the model questionnaire was drafted in 2004. As it is
assumed that the benefits of e-business will increase along with the degree of (digital)
business process integration, the draft module focuses on integration. It has two types of
guestions: The first asks about links associated with e-commerce, e.g. whether systems
used to receive or place orders are linked with customers’ or suppliers’ systems. The second
is a general integration question where respondents report those business functions which
are linked (with any others) via computer networks.

1.2.2 Activities of the United Nations

Work on classifications

United Nations statistical classifications are used in some way by virtually every country. An
integral part of the work of international cooperation in classifications is to ensure
harmonisation and standardisation, so that changes in statistical classifications at the
international level, consistently reverberate through multi-national / regional levels to the
national level.

For the classification of economic activities, ISIC (International Standard Industrial
Classification of All Economic Activities)® is the major international reference system. The
groups and divisions, the successively broader levels of classification, combine the statistical
units according to the character, technology, organization and financing of production. Wide
use has been made of ISIC, both nationally and internationally, in classifying data according
to kind of economic activity in the fields of population, production, employment, gross
domestic product and other economic activities.

In order to link their national industry classification schemes to ISIC, most countries
provide correspondence tables between ISIC and their national system. Exhibit 1-2
introduces the industrial classifications used in the countries whose e-business monitoring
activities are presented in this report.

5 See http://unstats.un.org/unsd/cr/registry/regcst.asp?Cl=17&Lg=1 for the detailed structure of ISIC Rev. 3.1

and explanatory notes.
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Exhibit 1-2: Major industrial classifications in Europe and other parts of the world

Country

National

classifications

Background and correspondences®

EU

NACE

The "General Industrial Classification of Economic Activities within
the European Communities" is a 4-digit activity classification which
was originally published by Eurostat in 1970. The current version is
NACE Rev. 1.1.

While NACE is used at the European level, most European
countries use their own national systems for national statistics.
France, for example, uses the "Nomenclature d'activités Francaise"
(NAF); in ltaly, the "Classificazione delle attivita economiche"
(ATECO 2002) is used; and in the UK, the UK Standard Industrial
Classification of Economic Activities 2003 (UK SIC) is in use.
However, most of these systems have close links to NACE.

Australia

ANZSIC

The "Australian and New Zealand Standard Industrial Classification
1993" is structured in divisions, subdivisions, groups and classes,
comparable with, or convertible to, the sections, divisions, groups
and classes of ISIC.

ANZSIC was developed by the Australian Bureau of Statistics (ABS)
and Statistics New Zealand (StatsNZ) and implemented in 1993.

Canada, USA

NAICS

The "North American Industry Classification System", developed
jointly by the U.S., Mexico and Canada, was adopted in 1997.

It links to ISIC (Rev 3) at 2-digit level in many cases, but there are
some differences — cf. correspondence tables between NAICS 2002
(US) and ISIC Rev.3.1.

Japan

JSIC

The Standard Industrial Classification for Japan is not directly linked
to ISIC. Thus, detailed correspondence tables are needed for most
classes to 'translate' categories from JSIC into ISIC nomenclature.

JSIC was first adopted in 1949 and was revised 11 times since, the
latest revision dating from 2002 (current version).

Korea

KSIC

The Korean Standard Industrial Classification is basically in line with
ISIC Rev 3. It has 5 levels for meeting national needs. It was revised
to reflect new emerging high-tech and science industries.

KSIC Rev.6, which was based on ISIC Rev.3, was implemented in
1991. The latest version, KSIC Rev.8, was revised and introduced in
2000.

Source: UN Department of Economic and Social Affairs

6

See http://unstats.un.org/unsd/cr/registry/regot.asp?Lg=1 for correspondence tables between the different

classification systems.
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Measuring the information society

The UN Information and Communication Technologies Task Force is the main body for
the formulation of a comprehensive UN strategy in the field of ICT. Through its activities,
working groups and regional nodes, the task force aims at stimulating a multi-stakeholder
discussion on implications of ICT for economic development. This includes an objective to
achieve progress in measuring, monitoring and analysing the impact of ICT on the
achievement of the internationally agreed development goals. The latest meetings of the task
force took place in April 2005 in Dublin and in November 2004 in Berlin.”

The UN Conference on Trade and Development (UNCTAD) has established an Electronic
Commerce Branch (ECB) which carries out policy-oriented analytical work on the
implications for developing countries of the adoption of e-commerce and internet
technologies. ECB organises international conferences and workshops with the objective to
raise awareness and promote the exchange of experience among e-commerce practitioners
and policy makers in developing countries.®

An important initiative in this context is the "Partnership on Measuring ICT for
Development". Recognising the need for improved data and indicators on information
society developments, UNCTAD launched in 2004° a global initiative that brings together key
stakeholders involved in the statistical measurement of ICT use (by citizens, businesses and
government). The objective is to create a partnership that will contribute to closing the data
gap at the international level and, in particular, in developing countries. Committed partners
include the ITU', OECD, UNCTAD, the UNESCO Institute for Statistics, the UN Regional
Commissions, the UN ICT Task Force and the World Bank™. This partnership will work
towards defining and collecting a set of common ICT indicators and assisting developing
countries in their efforts to produce information society statistics. This is regarded as crucial
to assess the socio-economic impacts of ICT.

A concrete output of the UN activities in this field, in connection with the Partnership, is the
publication of an annual "E-Commerce and Development Report". The report synthesises
available results on ICT adoption in developed and developing countries, but is confronted
with the same "comparability challenge" as this study.™

" More information is available at the website of the task force at http://www.unicttaskforce.org.

® A notable example was the UNCTAD Expert Meeting "Measuring Electronic Commerce as an Instrument for

the Development of the Digital Economy" from 8-10 September 2003 in Geneva.

The Partnership was officially launched during UNCTAD XI, held in S&o Paulo, Brazil, from 13 to 18 June
2004.

ITU: International Telecommunications Union (http://www.itu.int/home).
' See UNCTAD 2004, p. 14
2 ibid

10
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2 E-Business Monitoring: Overview of Worldwide
Activities

This chapter presents the main e-business monitoring activities in major economies of the
world. Starting with the EU, the following sections present the institutional context and the
main surveys which are conducted in Australia, Canada, Japan, Korea and the USA to
measure ICT usage and e-business activities by enterprises. The selection of these five
countries considers their economic importance in the global economy, access to sources on
e-business development (in English language), and the objective to include economies from
different continents.™

2.1 E-business monitoring in Europe

In brief

The main vehicle in European statistics to collect EU wide indicators on ICT
use and e-business activity in European companies is the Eurostat Survey on
ICT Use in Enterprises, which was piloted in 2001 and has been carried out
annually since. Eurostat coordinates this survey which is then carried out by
the national statistical offices in the Member States. The survey has a large
scope, including close to 100,000 enterprises in the participating Member
States.

In addition, since 2002, the e-Business W@tch of the European Commission,
DG Enterprise and Industry, conducts an e-Business Survey every 1-2 years.
This survey has a scope of about 5,000 — 10,000 enterprises and focuses on
sectoral e-business activity. It explores new trends in e-business and pilots
related questions. As such, it can be considered as a forward-looking activity,
which complements and delivers input to the regular surveys of Eurostat.

2.1.1 Institutional framework

The main vehicle in European statistics to collect EU wide indicators on ICT use and e-
business activity in European companies is the Eurostat Survey on ICT Use in Enterprises,
which was piloted in 2001 and has been carried out annually since. Eurostat coordinates this
survey which is carried out by the national statistical offices in the Member States. In
addition, since 2002, the e-Business W@tch of the European Commission, DG Enterprise
and Industry, conducts an e-Business Survey every 1-2 years.

Eurostat

Eurostat is the main official statistical body of the European Union, with the mission to
provide the European Union with a high-quality statistical information service. The European
Statistical System (ESS) was built up gradually with the objective of providing comparable
statistics at EU level. The ESS comprises Eurostat and the statistical offices, ministries,

1 |t is acknowledged that other country selections would have been possible; however, the resources of

available for the study did not allow to extend the coverage in terms of the number of countries covered.
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agencies and central banks that collect official statistics in EU Member States, Iceland,
Norway and Liechtenstein.

Member States collect data and compile statistics for national and EU purposes. The ESS
functions as a network in which Eurostat’s role is to lead the way in the harmonisation of
statistics in close cooperation with the national statistical authorities. ESS work concentrates
mainly on EU policy areas. However, with the extension of EU policies, harmonisation has
been extended to nearly all statistical fields. The ESS also coordinates its work with
international organisations such as OECD, the UN, the International Monetary Fund and the
World Bank. At the heart of the ESS is the Statistical Programme Committee (SPC), which is
chaired by Eurostat and brings together the heads of Member States’ national statistical
offices.

The Statistical Programme 2003-2007, which specifies the priorities and main aims of the
European Statistical System for the given period, includes as one of four main aims the
improvement in the collection of "structural indicators" for EU Member States. This target is
directly related to further consolidation of work as requested by the Lisbon summit. In this
context, ICT and e-business indicators are relevant.

e-Business W@tch

The European Commission, Enterprise Directorate General, launched e-Business W@tch as
an observatory for monitoring the growing maturity of electronic business across different
sectors in the European Union. Since January 2002, e-Business W@tch has analysed e-
business developments and impacts in about 20 industries including manufacturing sectors,
financial services, construction, retail and other service sectors. As a result, more than 60 e-
Business Sector Studies have been published since, three comprehensive synthesis reports
about the status of electronic business in the European Union, statistical pocketbooks and
various other resources (newsletters, special issue reports).

The quantitative analysis about the diffusion of ICT and e-business is based to a large extent
on regular representative surveys among decision-makers in European enterprises. In
addition, about 40 case studies on e-business activity in enterprises from all EU, EEA and
Accession countries were carried out in 2004 and more than 70 in 2005, to complement the
statistical picture by a more detailed analysis of current e-business practices.™

The mission of e-Business W@tch is to present a 'wide-angle' perspective on e-business
developments and practices in the sectors covered. Survey results and their analysis have
confirmed the initial assumption and rationale of the e-Business W@tch that the sector in
which a firm operates and the size of a company, rather than its location, are the main
determinants of its e-business activity.

2.1.2 Main surveys

Eurostat Survey on ICT Use in Enterprises

The Eurostat "Survey on ICT Use in Enterprises” was launched as a pilot in 2001. Since then
it has been carried out annually. The survey is — together with the survey on ICT Use in
Households — one of the main vehicles in European statistics to collect information society
indicators on a European scale.

14 All the data, reports, case studies and other publications produced by the e-Business W@tch since its start

are available at www.ebusiness-watch.org (‘resources’).

July 2005 18


http://www.ebusiness-watch.org

e-business

WitSich

Overview of International e-Business Developments

In 2001, a pilot survey was carried out, jointly coordinated by Eurostat and Statistics
Denmark. 13 EU Member States participated in the pilot which focused mainly on e-business
readiness (e.g. questions relating to factors and barriers for ICT adoption and e-commerce)
and usage (e.g. questions about making sales and purchases via the internet or EDI). Based
on this pilot exercise, with the support of the Enterprise Directorate General, Eurostat started
the preparation of a regular (annual) survey on ICT usage in enterprises. The objective was
to improve coverage of this issue within the European Statistical System.*®

Both, the 2002 ICT usage survey and the 2001 pilot survey were carried out on the basis of
voluntary agreements between the European Commission and the National Statistical
Institutes (NSIs). The European Commission contributed financial support in the form of
grants to the Member States to partly cover the survey costs. Member States oblige
themselves to provide harmonised data and meta-data, while retaining some flexibility in
adapting their national surveys, e.g. by adding questions. Some countries have not
implemented optional questions, others have widened enterprise size class coverage.

The Eurostat surveys have a large scope. In the latest survey for which results are available
(2004)™°, close to 100,000 enterprises were surveyed in the participating EU Member States
(cf. Exhibit 2-1), up from about 66,200 enterprises in 2003 (prior to the EU enlargement).

Exhibit 2-1: Eurostat — Survey on ICT Usage in Enterprises (2004)

Name EUROSTAT — Survey on ICT usage in enterprises
Purpose Measuring ICT usage by enterprise; Monitoring Community activities and developments.
Coverage NACE Rev. 1.1 divisions covered:"’
D - manufacturing,
F - construction,
G - distributive trades,
H - (groups 55.1 and 55.2 only) hotels and camping sites and other provision of short-
stay accommodation
I - transport and communication,
K - real estate, renting and business activities.
O - groups 92.1-2 only: motion picture and video activities, radio and television activities.
Measures Internet usage by enterprises, sales and purchases, purchasing/ordering goods and
services; selling goods and services
Sample size 99 332 enterprises were surveyed in all respondent countries (2004)
Unit Enterprises with 10 persons employed or more
Size class Small enterprises (10-49 persons employed), medium-size enterprises (50-249 persons
breakdown employed), large enterprises (250 and more persons employed).
Periodicity Annually
Reference period January 2004 and/or the year 2003. E-commerce questions relate to 2003
Method of data Paper-based mail questionnaire
collection
More information http://eurostat.cec.eu.int
(> Themes > Industry, trade and services > Information society statistics)

15

For more information about the background, see e-Business W@tch Special Report "A User's Guide to ICT

Indicators: Definitions, sources, data collection® (July 2005), available at www.ebusiness-watch.org

(‘'resources’)

8 http://epp.eurostat.cec.eu.int/portal/page? pageid=0,1136195,0 45572097& dad=portal& schema=PORTAL

(accessed in June 2005)

17

see chapter 1.2.2 for information about NACE
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e-Business Surveys by e-Business W@tch

e-Business W@tch collects data on ICT and e-business by means of a representative survey
among decision-makers from European enterprises in different sectors. The e-Business
Survey 2005, which was the third survey after those of 2002 and 2003, had a scope of 5,218
telephone interviews with decision-makers in enterprises from seven EU countries (the EU-7,
including the Czech Republic, France, Germany, Italy, Poland, Spain and the UK). Interviews
were carried out in January and February 2005 using computer-aided telephone interview
(CATI) technology.™®

The highest level of the population for the e-Business Survey was the set of all computer-
using enterprises which are active within the national territory of one of the respective
countries, and which have their primary business activity in one of the ten sectors specified
by NACE Rev. 1.1 categories.

In contrast to many other ICT surveys, no cut-off was made in terms of minimum size of
firms. A random sample of companies was drawn from the respective sector in each country.
The respective sectors were to be represented according to company size class strata per
country. Strata were to include a share of at least 10% of large companies (250+ employees)
per country-sector cell (i.e. any combination of a country and a sector covered), 30% of
medium sized enterprises (50-249 employees) and 25% of small enterprises (10-49
employees). Micro enterprises with less than 10 employees were also included in the survey.
Samples were drawn locally by fieldwork organisations based on acknowledged business
directories and databases.

The most important viewpoints used for breakdown of the population in the survey were: (i)
the economic activity, (ii) the national territory of the enterprise and (iii) the size in terms of
employees. The survey was carried out as an enterprise survey, i.e. with a data collection
and reporting focus on the enterprise, defined as a business organisation (of one or more
establishments) comprised of one legal unit.

Exhibit 2-2: e-Business Survey 2005 by e-Business W@tch

Name e-Business Survey 2005

Purpose Measuring ICT adoption and e-business activity among enterprises, mainly from a
sectoral perspective

Coverage 10 sectors, specified on the basis of NACE Rev. 1.1 divisions and groups. An overview is
included in the "Introduction to e-Business W@tch" in this report.

Measures The survey consists of the following modules: A: Background information about the
company; B: Innovation activity of the company; C: Adoption of basic ICT infrastructure;
D: Investing in ICT and security; E: Internal and external collaboration; F: Supplier-facing
e-business activity and cooperation with business partners; G: Customer-facing e-
business: marketing and sales activities; H: Standards and interoperability issues; I
Implications, drivers and inhibitors

Sample size 5218 enterprises surveyed in 7 EU countries (2005)

Unit Enterprises using computers (no cut-off in terms of enterprise size)

Size class Micro enterprises (up to 9 persons employed), small enterprises (10-49), medium-size

breakdown enterprises (50-249), large enterprises (250 and more).

Periodicity 2002, 2003, 2005; possibly another survey in 2006

Reference period January 2005 and/or the year 2004, depending on the question

Method of data CATI (Computer-assisted telephone interviews)

collection

More information www.ebusiness-watch.org (‘About’ & 'Methodology")

18

More detailed information on the methodology and the results of the survey is available on the website of e-

Business W@tch (www.ebusiness-watch.orqg)
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2.2 E-business monitoring in Australia

f’r = In brief
The Australian Bureau of Statistics (ABS) collects e-commerce related data by
one dedicated survey measuring the business use of information technology
(BUIT). The survey uses the narrow OECD definition of an internet commerce
transaction and focuses on income (revenues) resulting from internet orders for
goods and services. Further information is collected on barriers to internet
sales.

Measuring units are enterprises of any size covered by the Australian and New
Zealand Standard Industrial Classification. Australia applies synchronised
sampling®® since 1983 to control sample rotation within surveys and overlap
between surveys.

2.2.1 Institutional framework

The Australian Bureau of Statistics (ABS) is Australia’s official statistical organisation. The
ABS collects a range of information technology data as part of its innovation and technology
statistics program of work (www.abs.gov.au). The topical website Information Technology
offers information on latest IT statistics and other electronic publications on ICT issues such
as the discussion paper Measuring a Knowledge-Based Economy and Society — An
Australian Framework to present indicators for core dimensions of the knowledge-based
economy and society. Importantly, the ABS also provides information and data on the
business use of information technology.

Important other data sources: The National Office for the Information Economy (NOIE)®
commissioned the international consulting company Ernst & Young to undertake a series of
case studies on the adoption of electronic commerce by small and medium enterprises
(SMEs) in Australia. The study, titled Advancing with E-commerce, involved interviews with
34 SMEs from different industry groups. The participants were chosen from all areas of
Australia including rural and regional areas. NOIE also commissioned the study B2B E-
Commerce: Capturing Value Online to offer an independent assessment of developments in
business-to-business e-commerce and a description of the Australian government’s role and
achievements in its development.

E-business definition: The ABS uses the narrow OECD definition of an internet commerce
transaction and therefore measures the income resulting from internet orders for goods and
services. Some definition refinements have been initiated to only include orders where the
commitment to purchase is made via the internet or web, thus obviously excluding EDI
transactions (ABS, doc. 8129.0). The ABS defines internet commerce as placing or receiving
orders for goods and services via the internet or web, with or without associated on-line
payments.

9t glossary in Annex | or ABS "Statistical Clearing House" (http://www.sch.abs.gov.au/).

% NOIE (http://www.noie.gov.au/) was the Executive Agency advising Australian government on information

economy issues, acting therefore as the prime agency for high level government policy, projects and research
on major e-commerce, online or ICT issues with national or strategic significance. On 8 April 2004, the
Australian Government Information Management Office (AGIMO - http://www.agimo.gov.au/) was established
in the Department of Finance and Administration, replacing the NOIE.
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2.2.2 Main survey

The Business Use of Information Technology survey (BUIT) measures the use of ICT and
of associated functions, such as the conduct of e-business, by Australian enterprises. BUIT
has been conducted annually since 1999-2000, while before 1999 it was conducted
biennially. It collects data on use of computers, the internet and the web by Australian
businesses.

The central data requirements of the BUIT Survey are for statistics detailing the extent and
nature of business use of the internet including the range of business activities being
conducted via the internet and a measure of the value of internet commerce in Australia. A
range of other data requirements related to contemporary business usage of ICT is also
included, for example, modes of internet access and web presence. Data relating to benefits
and barriers of web/internet commerce are also collected.

Data on type of internet connection, functionality of business websites, placing and receiving
of orders (by businesses) via the internet for goods or services, as well as on supporting IT
systems are also collected. Statistics are classified by state/territory, business size (based
upon both employment and income), and by Australian and New Zealand Standard Industry
Classification (ANZSIC)** at the division level.

The scope for the BUIT survey includes all business units in the Australian economy from a
vast majority of economic activities (see Exhibit 2-3 for exceptions). The frame for the BUIT
survey, like most ABS economic collections, is taken from the ABS Business Register.

Survey methodology: The 2003-04 BUIT survey was conducted by mail. It was based on a
random sample of approximately 9,000 businesses which was stratified by industry, state or
territory and number of employees. All manufacturing businesses with 500 or more employ-
ees and all other businesses with 200 or more employees were included in the sample.
The main topics covered by the 2003/4 BUIT survey include:

Use of IT specialists;

Internet access and connection type;

Barriers to not having broadband;

Web presence;

Business systems linkages and internet commerce;

Receiving and placing orders via the internet or web;

Internet commerce activity and values (in AUD), and

Barriers to receiving orders via the internet or web.

More specifically, ICT-related data items include:
Source of IT support,
Method of internet access and broadband type,
Extent, nature and benefits of internet commerce,
How customers are able to place or receive internet or web orders,
Value (in AUD) of orders received via the internet or web,

Whether systems for receiving internet or web orders are linked automatically with
other systems and, if so, what types of systems, and,

Barriers to receiving internet or web orders.

* See chapter 1.2.2
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Exhibit 2-3: BUIT survey overview

Name BUIT - Business Use of Information Technology survey
Purpose To collect data on use of computers, the internet and the web by Australian
businesses. Data on type of internet connection, functionality of business websites,
placing and receiving orders (by businesses) via the internet for goods or services
and supporting IT systems are also collected.
Coverage The scope for the BUIT survey includes all business units in the Australian economy
except the following activities: Agriculture, Forestry and Fishing; Government
Administration and Defence; Education; Private Households Employing Staff; the
Central Bank and the Reserve Bank of Australia; and Religious organisations.
Measures The survey includes questions on different aspects of e-commerce:
Online procurement activity and volumes traded online
Online selling activity and volumes traded online
Perceived benefits of conducing e-commerce
Barriers
The questionnaire is available in Annex IlI of this report.
Unit Enterprises according to ABS Business Register
Data The broad data requirements are the penetration of various technologies, internet use
and web presence and the range of activities being conducted online, as well as the
size of e-commerce in Australia.
Frequency Frequency: 5 surveys between 1993 and 2000; annually since 2000
Methoql of data Mail out (back questionnaires)
collection

More information

http://www.abs.gov.au/

Source: empirica, 2005 (based on information by ABS)
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2.3 E-business monitoring in Canada

I *I In brief

: The main survey dedicated to the collection of e-commerce related data in
Canada is SECT (Survey of Electronic Commerce and Technology). SECT
measures the use of ICT by businesses by means of total gross sales over the
internet with or without online payment. Businesses are stratified by type of
activity.

Statistics Canada uses the narrow OECD definition of internet commerce
transactions and measures the income resulting from internet orders for goods
and services, with or without online payment. Included is the value of orders
received over the internet. Sales using electronic data interchange over
proprietary networks and transactions conducted on automatic teller machines
are excluded.

2.3.1 Institutional framework

National Statistical Office (NSO): Statistics Canada (www.statcan.ca) has been active in
monitoring developments in ICT-induced transformations and e-business adoption and
usage by Canadian enterprises. Its research in several aspects of ICT-related phenomena
include the size, growth and significance of the ICT sector, the penetration and use of ICT by
households and individuals, business and government connectivity and engagement in e-
commerce. In this context, Statistics Canada produced Networked Canada: Beyond the
Information Highway in 2001. Much of Statistics Canada's work in this area is shared
internationally, in a quest for common knowledge and learning.

Additionally, the Canadian e-Business Initiative (CeBl), a private sector-led partnership
located within the Electronic Commerce Branch of Industry Canada, aims to foster Canada's
e-business success by focusing on productivity, leadership and innovation issues
(www.cebi.ca).

Important other data sources: In 2003, Statistics Canada published the volume Canada’s
Journey to the Information Society. This work represents a comprehensive compilation of
measurements and analyses from diverse areas across the agency. Efforts in measuring
transformations in the Information Society are prominently made evident with the technical
paper Measuring the Networked Economy, published by Statistics Canada in March 2002.

The need to understand the ICT-induced transformations underpinned the case for reliable
measurements. Early efforts in this area by statistical offices were guided by the framework
implied by the S-curve® (see, OECD 2000). Statistics Canada proposed the now widely
acknowledged "readiness-intensity-impact”" scheme:

The primary focus was on e-readiness, which includes penetration of ICT, employee
access and perceived barriers.

Interest subsequently shifted to intensity-of-use. Issues here relate to the type,
purpose and volume of usage, including the nature, volume and value of transactions.
Indicators include the extent of computer use, the uses of websites, the proportion or

2 Diffusion of innovation among enterprises or among consumers, measured as a percentage of the total

population that has adopted the innovation, normally occurs in the form of an 'S-curve'. First, only the 'early
adopters' chose to adopt; then the majority follows and growth accelerates; finally, a technology or innovation
is common, with only little or no growth in diffusion anymore.
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value of sales and purchases made online, types of goods sold or purchased over
these networks.

Once basic measures exist, benchmarking by sector of activity, firm size and other
characteristics becomes possible. That permits the identification of business leaders
or laggards, and the emphasis then shifts to impacts. These are diverse and relate to
productivity, profitability, competitiveness and the creation of wealth. They are best
examined analytically, as opposed to being directly measurable — although the latter
cannot be precluded.

To respond to policy needs in the area, Statistics Canada conducted the first economy-wide
survey on the use of ICT and e-commerce, in collaboration with Industry Canada under the
Connectedness project (Statistics Canada, 2000). The large-scale survey (21,000
enterprises) continues annually as the Survey of Electronic Commerce and Technology
(SECT). Findings reported in the subsequent chapter of this report come from that source,
and they feed into work on international comparisons, such as that undertaken by the OECD
(2002) and studies of impacts (OECD, 2004). Moreover, measurement and analytical work
on the business side is coordinated with an e-commerce module in the Household Internet
Use Survey (HIUS), which is also conducted by Statistics Canada annually as a subsample
of the Labour Force Survey.

E-business definition: Statistics Canada uses the narrow OECD definition of an internet
commerce transaction and therefore measures the income resulting from internet orders for
goods and services, with or without online payment. Included is the value of orders received
over the internet. Sales using electronic data interchange (EDI) over proprietary networks
and transactions conducted on automatic teller machines are excluded. The value of
financial instruments transacted on the internet such as loans and stocks are not considered
e-commerce sales, but the service charges received for conducting these transactions over
the internet are included.

2.3.2 Main survey

The main e-business related survey in Canada is SECT, the "Survey of Electronic
Commerce and Technology".?®> SECT includes more than 20,000 enterprises and continues
annually. The survey questionnaire is comparable to the one used by Eurostat for its "Survey
on ICT Use by Enterprises"; however, results are not directly comparable, since SECT also
includes very small firms: “Depending on the industry, the threshold may be CAD 150.000 or
CAD 250.000. This is the main reason why these data are not directly comparable to
Eurostat's survey which generally includes firms employing 10 or more people (Eurostat
2003).7*

Statistics Canada has conducted annual surveys to measure ICT use by business since
1999. At the inception of the first survey (not yet named SECT) in 1999, a very detailed
guestionnaire covering the uses of various ICT and electronic commerce (sales and
purchases) was designed. Until that time, no comprehensive estimates existed on the use of
ICT by Canadian businesses and closing this gap was a prerequisite to measuring e-
commerce (cf. Davis, 2003).

The 1999 survey was administered at the establishment level, with the intent to use
appropriate methodology and produce estimates at the enterprise level. This survey provided
important baseline measures of the use of computers, e-mail and the internet by Canadian
business and public enterprises. It captured the extent to which public and private sectors

% SECT is catalogued as the survey no. 4225 within Statistics Canada.

# gciadas, 2004, p. 205, footnote 89
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had developed websites and engaged in electronic commerce, including measures of the
value of sales. Certain barriers to the introduction of electronic commerce were also
identified.

The survey was then redesigned, simplified and renamed the "Survey of Electronic
Commerce and Technology" (SECT) for the year 2000. It has been administered annually
since at the enterprise level. Content was reduced and topics were limited to those that
could be answered by a single individual for the enterprise. For example, while tracking sales
over the internet, it excludes the value of purchases, which are generally decentralised
throughout an enterprise. Nevertheless, SECT 2000 yielded a richer dataset on electronic
commerce. Sales made to households (B2C) were distinguished from sales to business
(B2B) and export sales were also measured. Results were released in The Daily on April 3,
2001.

Form then on, annual surveys were undertaken to measure electronic commerce from a
variety of perspectives such as private and public sector sales over the internet, overall e-
commerce sales, market concentration for e-commerce sales, general trends of the e-
commerce market (e.g. market volatility), and e-commerce sales per industry sector.

Exhibit 2-4: SECT survey overview

Name SECT - Survey of Electronic Commerce and Technology

Purpose To measure the use of various ICT and the extent to which the internet is used to buy
and sell goods and services by Canadian businesses. The survey also measures the
barriers to buying and selling over the internet.

Coverage Most industrial sectors with the exception of local governments. The collection entity
for the survey is the enterprise, i.e. the organisational unit of a business that directs
and controls the resources relating to its domestic organisation and for which
consolidated financial and balance sheet accounts are maintained. The implication is
that the survey collects data on transactions that occur between enterprises, while it
specifically excludes intra-firm transactions, i.e. internet transactions that may
occur between two establishments or companies within the same enterprise.

2004 coverage: 17,000 enterprises

Measures The survey consists of 4 modules:
General information

Internet use

Barriers to internet commerce
Use of management practices

Unit Enterprise, no size limit

Data Total gross sales conducted over the internet with or without online payment. This
includes all orders that were placed over the internet and paid for using the internet,
telephone, fax or other technology.

Frequency Annually, since 1999

Method of data

. Postal survey
collection

More information : http://e-com.ic.gc.ca/epic/internet/inecic-ceac.nsf/en/qv00314e.html

Source: empirica, 2005 (based on information by Statistics Canada)
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2.4 E-business monitoring in Japan

. ' In brief

In Japan, several surveys are conducted by the Japanese Statistics Bureau
that address issues related to electronic business development. Topics include
the engagement of companies in e-commerce, the ratio of e-commerce by
industry, by networks used, by partners for trade, and by size of enterprise.
Surveys cover business units under the Japan Standard Industrial Classif-
ication Systems (JSIC). The Statistics Bureau uses a broad definition of e-
commerce, similar to the one proposed by the OECD. However, commercial
trade among firms of the same incorporated enterprise is not included.

2.4.1 Institutional framework

Legal framework: The Basic Law on the Formation of an Advanced Information and
Telecommunications Network Society was enforced on January 6, 2001, obliging the
government to work out a basic strategy to promote the formation of advanced IT network
society. This ‘E-Japan-Strategy’ was established by the Japanese Government in January
2001 and adopted in 2003 (‘E-Japan-Strategy II'). Article 14 of the law also obliges the
government to compile statistics and other documents concerning an advanced IT network
society and to publish them on the internet and by using other appropriate means. In Japan,
a decentralised statistical system is adopted. Basic and common statistical surveys, for
instance the Population Census are conducted by the Statistical Survey Department of the
Statistics Bureau, Ministry of Public Management, Home Affairs, Posts and Tele-
communications (MPHPT), while other statistical surveys necessary for the policy making of
the ministries and agencies are conducted within their respective jurisdiction.

The Japanese Statistics Bureau (www.stat.go.jp/) plays a key role in the Japanese
statistical system. The Bureau is responsible for coordinating the statistical activities of
different ministries, and for producing basic statistics on the state of the nation by carrying
out major censuses and sample surveys, such as the Population Census and the
Establishment and Enterprise Census. The Bureau is part of the Ministry of Internal Affairs
and Communications (MIC).

Important other data sources: ECOM (Electronic Commerce Promotion Council of Japan),
the Ministry of Economy, Trade and Industry (METI), and NTT Data Institute of Management
Consulting conducted a joint-survey to collect data on e-commerce in order to create a
reliable database (ECOM, 2002). The objective was to measure the market size of Japan’s
B2B and B2C e-commerce (trading value). The market size for the year 2001 was to be
estimated, and a projection for 2002 to 2006 to be made. Further, CRITO (Center for
Research on Information Technology and Organization, University of California, Irvine) has
published a seminal work on Diffusion and Impacts of the Internet and E-commerce in Japan
in 2004.

E-commerce definition: Statistics Japan chose to adopt a broad definition of electronic
commerce, similar to the one proposed by the OECD, encompassing “commercial
transactions through computer networks like the internet”. It excludes settlement and
commercial trade among establishments within the same incorporated enterprise.

However, Japan has introduced a different definition within the framework of its ECOM /
METI / NTT survey. There, e-commerce represents the “conduct of commerce through
computer network systems using the internet technology, the transactional values of which
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can be identified” (ECOM, 2002, p. 6). In this context, internet technology “represents those
suing TCP/IP protocol. Network lines include the internet, extranet, internet VPN, and
dedicated IP lines. “Conduct of commerce’ represents the exchange of goods, services,
information and money between suppliers and buyers, associated with the commercial
transfer of assets between economic units” (ibid.). Identification of transactional values
means that “giving quotations, providing information and other pre-order conducts are
included as ‘conduct of commerce’, as long as it is clearly identified that the conduct has led
to purchase/sales orders” (ibid.).

According to Kitada (2002), between 1998 and 2002, at least 41 kinds of official statistical
surveys containing questions related to ICT have been conducted in Japan. The main
purpose, survey items, coverage, survey unit and other survey methods of these 41
statistical surveys vary from each other.

Of these, 26 surveys were targeted at enterprises and/or establishments, 13 targeted at
households and/or individual and nine were targeted at government, university, school, and
other public institutions. The following types of enterprise or establishment surveys can be
differentiated (MPHPT, 2002):

Statistical surveys on the state of specific ICT-related industries such as electronic
communications businesses or information service businesses.

Statistical surveys on production of ICT facilities/equipment such as the
Manufacturing Census.

Statistical surveys on investment in plant and equipment related to ICT or
possession of ICT, facilities / equipments by various enterprises / establishments.

Statistical surveys on the use of ICT facilities/equipment in various enterprises /
establishments.

Statistical surveys on the introduction of e-commerce in various enterprises /
establishments.

Statistical surveys on the situation of information processing in various business
processes and effects of introduction of ICT/e-commerce in various enterprises /
establishments.

2.4.2 Main surveys

The following surveys refer to enterprises and contain ICT-related questions (cf. Kitada 2002;
Ito, 2001):

Communications Usage Trend Survey (CUTS Offices-Establishments): The Inform-
ation and Communications Policy Bureau of MPHPT carries out this survey annually
as a nation wide sample survey to 5,600 establishments, with more than 5 regular
employees, belonging to the industries ‘Agriculture’, ‘Forestry’, ‘Fisheries’, ‘Mining’,
‘Construction’, ‘Manufacturing’, ‘Electricity, Gas, Heat Supply and Water’, ‘Transport’,
‘Wholesales and Retail Trade’, ‘Eating and Drinking Places’, ‘Finance and Insurance’,
‘Real Estate’, ‘Services’ and ‘Public Services’ of JSIC (Japan Standard Industrial
Classification). The establishments belonging to ‘Communications’ of JSIC are
excluded. Main survey items are the state of possession of ICT facilities/equipments,
the use of the internet and charges paid for use of communications services (questi-
onnaire and survey results released at http://www.johotsusintokei.soumu.go.jp).

Communications Usage Trend Survey (CUTS Enterprises): The Information and
Communications Policy Bureau of MPHPT carries out this survey annually as a nation
wide sample survey to 3,000 enterprises, with more than 100 regular employees,
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belonging to the industries ‘Construction’, ‘Manufacturing’, ‘Electricity, Gas, Heat
Supply and Water’, ‘“Transport and Communications’, ‘Wholesale and Retail Trade,
Eating and Drinking places’, ‘Finance and Insurance’, ‘Real Estate’, ‘Services’ of the
Standard Industrial Classification of Japan (JSIC). Main survey items are the state of
establishment of telecommunication network, the use of the internet, security,
measures, and cost for communication network (questionnaire and survey results
released on the web at www.johotsusintokei.soumu.go.jp).

Survey on ICT Workplaces (ICT WP): The Ministry of Economy, Trade and Industry
(METI) annually carried out this survey of 9,500 enterprises using computers. Main
survey items are cost for ICT work and its prospect, ICT operators, possession of
computer, PC and ICT network, operation of LAN and its application for business,
self-development of software, and state of outsourcing.

Questionnaire concerning Corporate Activities: The Economic and Social Research
Institute (ESRI) of the Cabinet Office (http://www.esri.cao.go.jp/index-e.html) carries
out this survey annually to 2,270 enterprises listed in the three big stock exchanges in
Japan (i.e. Tokyo, Osaka and Nagoya) excluding banking and insurance business.
Main survey items in the survey are questions on business environment and on
fundamental management policies, including the results of investment in plant and
equipment in the past three years and prospect in the coming three years, prospect of
exchange rate, overseas production etc. Other questions related to enterprise's action
are selected every year in accordance with a selected supplementary theme. In the
survey conducted in January 2001, also the corporate activities related to ICT were
included. Survey results were published in May 2001 in Japanese. Main survey items
in January 2001 were as follows:

o ICT investment (investments made, plans, areas and business processes,
purpose, contents, effects, barriers and measures to them).

0 The new management techniques brought into enterprise’s management by
ICT (results and plans of the introduction of information clearing house system
using ICT for the inside use and for the joint use with the outside, results and
plans for introducing e-commerce (B2B/B2C), effects of its introduction).

o Effects on enterprise organisation by introducing ICT (necessity of
organisation reform, establishment of specified sections for ICT strategy,
practical use of e-mail, results and plans of organisation reform, results and
plans on the change of employment).

Other surveys including ICT related questions conducted from financial year 2001 onward
are as follows:

EEC — Establishment and Enterprise Census: The Census is conducted by the
Statistical Survey Department of the Statistics Bureau, MPHPT with the aim to clarify
the industrial structure of the country as well as to provide the basic statistical
framework for sample surveys on establishments and enterprises. It has been
conducted since 1947 and has been conducted every three years since 1951 until
1981 and every five years since 1981 until 1996 and every three years since. It
covers all establishments with the exception of on-incorporated establishments
belonging to agriculture, forestry and fisheries, etc. (of JSIC). The Census held in
October 2001 asked enterprises about use of e-commerce, its type (B2B/B2C), its
five contents (sending orders, receiving orders, delivery of goods and service). The
Census provides data that users can analyse by region, industry and size of
establishment. Its provisional results about use of e-commerce were released in April
2002. More information on the 2001 census is available at
http://www.stat.go.jp/english/data/jigyou/15d2.htm. Contents of the 2004 census have
not been available, yet.

29 July 2005


http://www.johotsusintokei.soumu.go.jp
http://www.esri.cao.go.jp/index-e.html
http://www.stat.go.jp/english/data/jigyou/15d2.htm

