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Section Il Summary

In order to reach the tipping point for IBS adoption, the Federal Government, in cooperation
with trade organizations, should ensure that an SME engagement strategy is put in place.
This strategy should build a strong focus on the development of IBS within industry-wide
supply chains. Further, the strategy should focus on drawing the SME segment into
international supply chain relationships normally dominated by larger firms. Once again,
communication strategies need to be tightly linked to the information available on any
central portal for SMEs.

The adoption and use of IBS by SMEs in Canada appears to be stalling. SMEs that have
adopted IBS have realized substantial returns in terms of financial, operational and strategic
benefits. However, 50% of SMEs have failed to adopt IBS, and a substantial proportion of
these firms do not understand the business case for adoption. Furthermore, there is room
for SMEs to further adopt IBS as well as expand the type and scope of business
relationships that they impact. Because of this situation, the Canadian economy is forgoing
a major source of economic growth. The gaps related to IBS adoption and use can be
remedied through a coordinated effort by Government and industry as outlined above, and
in the Calls to Action.
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Appendix 1

Internet Business Solutions Definitions

Online Marketing

Internet Business Solutions (IBS) combine the Internet with networking, hardware, and
software technologies to enhance or improve existing business processes or to create new
business opportunities. For the purpose of the Net Impact studies, five categories of IBS
have been identified.

Promotes products and/or services through a company Website, Web advertising, or e-mail
direct marketing.

Online Customer Service

Online Selling

Provides customer service such as online databases with manuals product updates, fixes
and recalls, and/or help functions such as online troubleshooting or repair and servicing
information.

Facilitates online sales orders, online inquiries about product availability, payment
processing mechanisms, and tracking of customer orders.

Online Internal Operations

Supports internal business processes such as company banking, government reporting,
accounting, coordination of sales people, production scheduling and inventory control,
scheduling of operations. May help coordinate multiple sites or offices of the same company.

Online Purchasing and Supply Management

Supports purchasing and delivery of products/services from suppliers such as links to
supplier product databases and electronic marketplaces, online purchase orders, and online
supplier payment mechanisms. May provide scheduling and tracking of orders and
shipments between purchaser and supplier.
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Appendix 2

Methods Used in Net Impact Canada Studies

Net Impact Canada I and /I

Net Impact Ill

The first Net Impact Canada study was conducted in the summer of 2002. The study was
a replication of the original Net Impact study conducted in the United States in 2001. Net
Impact studies were also conducted in the U.K., France, Germany, and Italy. While the
international Net Impact studies looked at firms of all sizes, the Canadian Net Impact study
focused exclusively on the SME population.

The Canadian study concentrated on firms having between 50 and 500 full-time employees.
A stratified random sample was taken from five broad industry sectors:

¢ Manufacturing

* Financial Services

* Retail, Wholesale and Distribution

e Communications & Internet Service Provider (ISP)
* Public Service

A total of 1968 Canadian firms were contacted by telephone. After filtering for firm size and
industry sector, 398 firms were randomly selected to participate in the interview.

Two reports were produced based on this data. Net Impact I: The SME Experience was
written in November 2002, and reported on the adoption and use of IBS by Canadian SMEs.
A second report, Net Impact II: The International SME Experience was released in May
2003, and compared the experience of Canadian SMEs to similarly sized firms across the
the U.S. and Europe. The final dataset for this report consisted of 1666 organizations—398
from Canada, 1,011 from the U.S. and 257 from the E.U.

The goal of Net Impact Part Ill: Overcoming the Barriers was to build upon the quantitative
insights from Net Impact I, and /I, by conducting qualitative analysis to better understand
how SMEs can engage in successful e-business practices.

The study contained three main objectives. First, to speak with successful IBS adopters to
understand how they were able to overcome barriers to IBS adoption, as identified in Net
Impact I and /I, and to understand how they accessed enablers. Second, to speak with
SMEs who have not yet decided to adopt IBS, or who have not yet been successful in doing
so, in order to understand what enablers they require to ensure their success. Third, to
understand the most effective delivery mechanisms for the identified enablers. In order to
aid the development of the study, three specific concepts were developed for evaluation; a
portal website, a practicum program model, and a resource centre.

In order to achieve these objectives, focus group research was conducted in Toronto in
September, 2003. Seven focus groups met for two hour sessions, each with 6-9 participants.
The respondents were segmented into distinct cells based on their success or non-success
in adopting IBS, and their specific industry sector.
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2004 Net Impact Survey

A large scale telephone survey of Canadian SMEs was conducted in March 2004. The
survey was based on the original Net Impact Canada survey but was augmented with
additional items arising from Net Impact Ill. SME owners or managers were contacted by
telephone and completed a 25 minute interview following a survey script. Responses were
received from 952 firms—A450 IBS adopters and 502 non-adopters. SMEs were divided
into three industry sectors: retail, wholesale, and manufacturing, as well as three size
categories: small (20-49 employees), medium-sized (50-99 employees), and large
(100-500 employees). Responses were received from across Canada.
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