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AND THE PUBLIC DOMAIN 

Arthur Donner PhD

 
“There are now an estimated 50 million Internet users world-wide, a million Web Sites, and more
than 100 million Web pages. In the US, more than 36.3 million people are on line, along with
about one-half of the Fortune 500 companies and one-third of all small businesses. On line
research has become a common tool for students and researchers.”  (The Futurist,“Demography”,
August-September 1998, p. 11).
 
“Like the introduction of the printing press, the light bulb, the car and air travel in their time, a
virtual explosion of information technologies is transforming our world. The knowledge
revolution is breaking down the barriers of time and distance and taking the notion of a global
economy from dry economic theory to an everyday reality.” (Speaking notes by John Manley,
Canadian Minister Of Industry, The Law Tech+99 Conference, Ottawa, February 12, 1999.)

“The public domain dimension of the Internet is clear. The Internet represents a relatively new
economic and technological instrument which carries with it tremendous social and political
influence. The Internet has the capacity of eroding some government activities, it is
revolutionising commerce, it has the potential for creating a public bad, and it requires a whole
new thinking with respect to equity, efficiency and regulation. The Internet is already resulting in
significant wealth, income and economic opportunity changes.”

“What steps need to be taken by the authorities to more clearly enclose the Internet within the
public domain? 1. Declare that it is in the public interest to universalize affordable access to the
Internet; 2. The Government should recognize that the Internet is an important tool for commerce
and economic advancement.  Consequently, the Government should be prepared treat electronic
commerce in the same way as it governs traditional forms of commerce. This means that
governments should not feel inhibited from applying regulations to the Internet. Tax issues,
although complex, should be pursued with at least the same level of intensity as occurs in ordinary
commercial channels; and  3. The Government should recognize that global properties of the
Internet mean that this medium will ultimately have to be subject to regulations and standards set
through international organizations.”
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1. Introduction And Overview

The Internet, The Public Domain and The Washington Consensus

This paper discusses the role and importance of the Internet to public policy and to the public
domain.

A wide ranging examination of the Internet (which is really a proxy for the Information
Revolution) is, on its own,  a challenging exercise.  Linking the Internet into a discussion of the
changing role and scope of the public domain broadens that challenge. 

How do some of these issues come together? The Information Revolution and the Internet are
key elements supporting globalization. The Washington Concensus, which is one of the subjects
discussed at this Conference,  reflects the general acceptance by OECD countries of neoliberal
views on governance, fiscal policy, public ownership and the role of the state. The Information
Revolution and the Internet are bound up in all of the above. 

The common perception is that financial capital and talented individuals are more mobile today
than at any time in our history.  That the globalization phenomenon has tilted the power balance
away from the state in the direction of markets and the private sector is clearly part of the new
reality. Moreover, in support of global economic efficiency, the Washington Consensus has
reinforced the primacy of markets over the state.

Where does the public domain enter this picture? The public domain reflects the wider public
interest and consequently encompasses most of the components that are ordinarily thought of as
falling within the public sector; but also encompasses some parts of the private market system as
well. Thus the  public domain extends beyond the normal fiscal limits associated with
governments, since it encompasses regulatory issues, standards,  and the public policies which
affect economic and social well.

Finally, without being facetious, the Internet and the Information Revolution fit in everywhere.  

The Internet is clearly part of the globalization phenomenon, since it has increased the mobility of
goods, services, and ideas across geographic boundaries and across national borders. The Internet
is also widely used as a tool of commerce and an instrument of personal enjoyment and leisure
activity and of course has educational and upward mobility implications. In other words, the
Internet is clearly important to both the public and to the private sectors - and consequently seems
to fall within my broad description of the public domain.  
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Overview Of Issues Discussed In This Paper

The  information revolution has spawned a number of new technologies, products and services 
which are often associated with the so-called “new economy”. Indeed, the so-called information
industries in Canada  (telecommunications, print, media, etc.) have been growing faster than the
economy over the past decade  and this trend is expected to continue. Moreover, the rapid
expansion of the information industries seems to be a global phenomenon. 

The Internet is an important building block in the Information Revolution. The basic infrastructure
of the Internet includes computers, software, and communications systems (e.g. cable, telephone). 
The Internet’s key components include E-mail, the World Wide Web, and the browser.

The World-Wide Web, or simply the Web, organizes information on the Internet into a
virtual data base.   To the user, the Web appears to be a massive source of information, but of
course the data sources are actually separately created. The information is accessed  by employing
user-friendly web "servers" which exist throughout the world and "web browsers."  Adding to the
appeal of the Internet is the fact that information transfers in many different forms -- text,
graphics, images, animation, audio, and video.

Over the past two years the reach of the Internet has expanded exponentially, and it has been
affecting many different fields and activities. Consequently, the Internet performs two related
functions. One task is its transmission role, where the Internet provides global electronic
connections among a large array of existing networks. The other major role of the Internet is that
of providing a vast data base of information. Information is stored in Newsgroups, ListServs, and
the World Wide Web, while communication is facilitated through E-mail systems.

As part of the new economy, the Internet has significantly changed the way people and
institutions communicate. The Internet requires a different sort of skills, it offers a wide variety of
commercial and personal uses, and has spawned a whole new industry and has affected the
operations of many other industries. 

A key characteristic of the Internet is the ease with which its users cross international frontiers.
Another key characteristic is that the Internet conveys information both privately  and publicly. 
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In July 5, 1997, the Economist magazine published a lead article entitled “Hands off the Internet”.
The gist of the Economist article was that nations have a legitimate interest in regulating the use
of the Internet. “They include not just serious unpleasantness such as child pornography and
incitement of racial hatred, but consumer protection, the defence of intellectual -property rights
and taxation. These are all issues on which countries legislate already. ...The problem is not, then,
whether the Internet should be regulated, but how. (Economist, p.15)

Among concerns often expressed about the Internet is the issue of the responsibility of the
transmitters regarding the reliability of their information. For example, there is an important
difference between a report of a medical innovation conveyed via an Internet web site compared
to a report on that same innovation appearing in a peer reviewed publication. In other words, the
Internet operates on a kind of buyer/user beware basis, whereas a refereed publication allocates
some responsibility for accuracy to the author.

In the public finance literature, there is considerable discussion relating to the characteristics of a
public goods, and to whether a particular activity should be regarded as falling within the private
or public domain.  The Internet is a the type of activity which has many characteristics in common
with a public good. That the Internet is largely unregulated and untaxed is one of the reasons that
this subject is being discussed at this conference. 

Some observers believe that the Internet should remain largely unregulated. For example,
economist Ed Yardini observes that with respect to electronic commerce  “in cyberspace, the
microeconomic model of Perfect Competition works perfectly.  In the idealized model, there are
no barriers to entry, no potential for failure for unprofitable firms, and everyone (consumers and
producers) has easy and free access to all information. These just happen to be the three main
characteristics of Internet Commerce.”   (Ed Yardini, Deutsche Bank Research, The Perspective,
December 7, 1998, p. 3). 

If Yardini’s conclusions are correct, then the public domain is not obviously at risk as a result of
the largely unregulated Internet. Monopolizing the supply side of the Internet should not be a
concern, while user access is in theory ensured at competitive prices, to be consistent with this 
model. 

In fact, lawmakers in Canada and abroad are already developing rules of the road to deal with
copyright infringements in the new information age, but as one author observed “although many
other policy areas have distinct sides, issues concerning the Internet do not break down along
easily defined lines.” (Juliana Gruenwald, C. Q. Weekly, October 17, 1998, p. 2817)
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In Canada, the Internet has implications for a number of public policy priorities   - including the
promotion of Canadian cultural policy, a process made more difficult if the unregulated Internet
replaces television, radio and cable as a means of accessing electronic information. While
Canadian  cultural policy is not immune to challenges, the information revolution and the Internet
present clear challenge for the future.  

Yardini has his Canadian equivalent in Anne Jenkins, who has argued that Canadians are gradually
becoming masters of their own broadcasting universe through satellite technology and niche
television choices. She suggests that  it  is time to open the floodgates and allow the marketplace
to find its level of cultural expression based on consumer demand.( Anne Jenkins, "Regulating the
Information Highway", Policy Options, October 1994) 

If the big winner from the Internet is the consumer, then the case for non interference seems quite
strong. But it is also possible that either the consumer is not the big winner, or that there are  a
host of other reasons and effects of the Internet that justify intervention and attention - including
the affects of the Internet on commerce and on tax revenues.  Clearly, there is a rationale for the
Internet to be taxed if there is a shift of transactions from a taxable world to a non taxable
“Internet” one. 

2. Key Questions Addressed In This Study

The core questions addressed in this study are as follows -- does the Internet reside in the public
domain; if yes, will it remain the public domain; and what forces might threaten the public access
to the Internet?

A number of subsidiary concerns or questions arise from these core issues:

1. The Internet and Public Goods

Should the Internet be considered as a classic public good?  What characteristics does the Internet
have in common with so-called public goods? Does the Internet and information revolution
threaten the public good as commonly understood.?  Does the Internet have the capacity for a
public bad as well as a public good?

2. The Internet and Macroeconomic Policies

What are some of the economic ramifications of the Internet?  Specifically, at the government
policy level, does the information revolution and the Internet have implications for the operations
of  macroeconomic policies? Has the Internet affected financial capital flows?  Has the Internet
affected the job market, job creation and the quality of work? Has the Internet played a part in the
global dis-inflation/deflation trend that has emerged in recent years?
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3. The Internet and Canadian cultural policy objectives

What is the potential impact of the Internet on Canadian cultural policy objectives?  If cultural
objectives are challenged, should the Internet be regulated similarly to other communications
media in Canada, or should it remain largely unregulated?

4. The Internet And Budget Policy 

 Should the Internet be viewed as a new source for government tax revenues? Is there a strong
case for taxing Internet activities? Should such taxation be limited to commercial activities or to
all Internet activities? Would the taxation of Internet activities create problems with other
jurisdictions? 

Other taxation issues associated with the Internet include the potential for sales tax revenue
erosion, the potential for new taxes, and the role of taxation with respect to on line gambling,
stock market and equity trading etc.

5. The Internet And Globalization

The Internet is aiding and abetting the globalization phenomenon.  That is, as a result of the
Internet , the production and accessing of information can shift localities shift quite easily -- e.g.
India has become a major programing, software production centre. This has implications not only
for labour standards, health and safety standards as well as the taxation of income earned from
commercial activities. 

6. The Internet And The Conglomeration of Telecommunication Firms (telcos, cable companies,
radio, print, media, etc.)

To what degree is the Internet an alternative, competing medium for more traditional
communication services? What is the link between the Internet, telecommunications and
globalization? Will a whole new range of information age companies emerge?

The Internet involves much more than the World Wide Web, since the new technology has
spawned a number of information/communicaiton conglomerates which have been integrating
both horizontally and vertically. Does this strange mix of conglomerates with easy entry into some
parts of the industry affect the wider public interest? 

7. The Internet and electronic commerce?

Has the Internet really spawned a new form of electronic commerce? Is the Internet part of a new,
retail sales distribution revolution or simply making it easier to shop? Does electronic commerce
require new forms of regulation? 
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8. The Internet And Politics

With respect to the political interface, there are considerable worries about the proliferation of
hate and pornography over the Internet.  There are also concerns about the issue of equal political
access to the Internet, the possibilities of cultural imperialism (i.e. English/US domination), and
the political uses of the Internet (e.g. the Zapatistas in Mexico). Also on the political front there is
the question of whether the Internet is a democratizing medium (e.g. could the Internet be used to
promote voting and/or referendums?).  

9. The Internet And The Quality Of Information

There are few, if any, controls over what shows up on a Web site.  That is, there is no such thing
as peer review of editorial or research content.  Indeed, as a research vehicle, the Internet has
clear pluses (easy, economical access to information) and clear negatives (isolation, depression,
quality of information may be questionable, etc.)

10. The Internet And Government Regulations

Is the Internet the equivalent of a perfectly competitive market, requiring only a minimum of
government supervision or rules? 

3. What Kind Of Market Is The Internet?

 Economists have a rather straightforward view of how markets operate and what public policies
should be concerned with. The standard economist view is that where a competitive market exists,
the market should be allowed to develop and that the price mechanism should be relied upon to
allocate scarce resources. Nonetheless, classically competitive markets (the stock market, the
international grain trade, etc.) continue to require a set of rules. Indeed, functioning competition
requires a clear set of guidelines and transparent government policies. There is little doubt that a
competitive market place and government rules and standards can both work well. 

The Internet operates both as a source of communication (private messages between individuals)
and a public one. This public/private nature of the medium complicates setting a simple market
place classification of the Internet. This also complicates the issue of whether and/or how to
government’s should regulate the Internet.

Moreover, the Internet does beak down into consumer charges that are both fixed and variable.
But the charges hardly reflect the true value of services provided to the consumer. As Soete and
Bas ter Weel suggest, the so-called free information available  to the Internet user/consumer tends
to be provided at a fixed price regardless of the value of the information to the consumer.  There
can be a variable price attached to the delivery of some particular services. As to the “free” or
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variable cost side of the pricing question, pricing seems to be rather imprecise -- should movie
reviews be priced the same as travel information to the user?

For the consumer, the Internet reduces the search costs for information, and accordingly, the true
costs of purchasing is consequently lowered to the consumer. For the firm selling and /or
distributing the product or service, the Internet is simply another distribution outlet. It is unclear
at this time the degree to which distribution selling and marketing costs are lowered, but this is
likely the case. 

One can assume based on trends in place that a growing proportion of financial flow/investment
commerce will pass through the Internet.  One can also assume that an increasing proportion of
retail-type consumer spending will occur via Internet.

This writer’s conclusion is that while the Internet is quite competitive, nonetheless it requires
government supervision and regulation just as the grain trade and or the equity trading requires
regulations on quality control, payments mechanisms, and so on.  The complication in this case is
the global nature of the Internet.  There are a number of traditional economic arguments (based
on the existence of externalities, market failures and the provision of public goods) which provide
theoretical support for some degree of government regulation or intervention. Moreover, there is
the international strategic trade literature that further provided a rationale for regulation and
setting rules in even so called competitive markets. 

Are new rules of the game required concerning the broadcasting aspect of the Internet? The
Canadian Radio-Television and Telecommunications Commission ( the CRTC), which is Canada’s
regulatory authority for broadcasting, operates under a number of federal Acts of Parliament. IN
Canada, the CRTC and the Federal Government have chosen to take a hands-off approach to the
Internet consistent with the American practises.

For example, David Colville, vice-chairman of the CRTC observed in a May 1999 Globe and Mail
interview that the CRTC would not regulate the Internet. His justification for non-regulation was
that  the CRTC operated within the framework of the Broadcasting Act. The CRTC recognizes
that some elements of the Internet are captured under the Broadcasting Act. However, in the
interview Colville noted that most of the Internet operates via alphanumeric text operations, that
clearly are not broadcasting. He also observed that to date, the radio and TV component of the
Internet is not very large. 

The key point is that to date the CRTC does not see the Internet impacting on conventional
broadcasting, even though experts in the field suggest that the trend is coming. The CRTC also
argues that concerns relating to such issues as hate and pornography are best handled by the
Criminal Code. 

The competitive market always requires a set of rules. Consider the rules that exist in the stock
market, widely seen to be one of the most competitive and efficient markets. For example, there
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are rules relating to the qualifications of who trade stocks, who sells stocks, how commissions
will be disclosed and paid, and the allocation of trading commissions dollars to provide other
indirect services to customers like research. 

As a general comment, this writer feels the Internet requires regulation, but to be effective, the
regulations may require multilateral efforts. This suggests that at some future date governments
on a multilateral basis may  have to set the basic rules of the game just as the WTO functions with
respect to world trade or the IMF with respect to world finance.

As well, Canada’s cultural policies could be adversely affected by the Internet. Consequently this
writer worries about the current hands off approach by the Federal Government and the CRTC. 

Finally, since the public interest is so wound up with the Internet per se, it is important for
governments in general to ensure as easy and open access to the Internet as possible.

4. How Large Is The Internet Market?

The information market will continue to expand very quickly in the new millennium

In January of 1996, Informetrica published a summary set of projections relating to Canada’s
information industries. The projections focused on real output for the various sectors and was
quite aggregate. What is important for this paper are some of their key policy observations. 

Over the ten years 1996 to 2005, real GDP in the information industry sectors will expand at
twice the rate of growth of the rest of the economy. The relative speedier growth projection for
the Information sectors essentially repeats the experience of the previous decade. 

Informetrica divided the information highway up into content producers (broadcast content, print,
etc. ) and carriers (the telcos, the cable companies, etc.) Informetrica’s report  pointed out that
traditional content producers in Canada were performing relatively poorly over the ten years
ending 1996. The traditional information carriers (telecommunication services, postal and courier
services), however, fared much better. Once again, this same relative pattern was projected
forward in the new Millennium.

Accessing Information And Communications Systems And Media Substitutions

Statistics Canada recently published a study which reviewed data concerning the availability and
access to key information and communications technologies (ICTs) to Canadian households. The
survey information was taken from a 1997 Household Facilities and Equipment Survey,
conducted in May of 1997. The report was intended to not only trace the spread of
communication technologies to Canadian families, but also to provide insights with respect to the
digital have and have nots in Canada.
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ICTs encompass the following technologies-the telephone, cellular telephones, cable , computer,
modems, and the Internet. This paper includes 4 tables from the Statistics Canada report which
usefully provide insights into the extent and distribution of the usage of the Internet in Canada.

Table 1 traces the household access to various kinds of ICTs in Canada between 1986 and 1997. 
The survey data confirm that for some time now nearly 100% of Canadian  households have had
telephones. Indeed, the average annual growth of telephone use in Canada basically tracks
household growth. Cable penetration in Canada is also high, and is also keeping up with the
growth of population. 

According to Statistics Canada survey data, communications expenditures absorbs a relatively
small part of the average Canadian household budget. In 1996, the average annual expenditures
for basic telephone service was $278 and for enhanced telephone services was $94.  Long
distance services annually cost households $435, while $475 was spent on cellular services, $367
on cable, and $188 per year on the Internet. (Canadian Economic Observer, Page 3.3)

The survey results reported in table 2 confirm that Canadians are very similar to Americans with
respect to their usage of communication technologies. That is, telephone and cable usage is higher
in Canada than in the US, while cell phones usage is somewhat lower in Canada.
Although computer usage was quite similar between Canada and the US, in 1997 a relatively
greater number of American households had on line access and used e-mail compared to in
Canada. While the data are not right up to date, clearly the proportion of households using
computer technologies and Internet facilities in Canada and the US will continue to increase. 

Here are some other important findings from the Statistics Canada survey:

1. The most prominent location for Canadians to access ICTs is in the workplace, not the home. 
19.9% of Canadian households use ICT facilities at work, 16% at home, 9.4% at school and 3.7%
at libraries. 

2. Home usage of facilities clearly is linked to work interests. 

3. Home users primarily use computer communications for e-mail, Web browsing and searching
for specific information. (See accompanying table 3)

4. Access to computer communications systems is associated with a number of characteristics --
including cost, income levels, education, age, and family characteristics. 
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5. The figures in table 4 indicate that penetration (or usage) has increased broadly in recent years.
But because the penetration rate is higher for the more educated and younger Canadians, recent
growth in access was actually faster for the groups left behind. The recent, one-year growth rates
by income and education appar to slow because income and education are heavy determinants to
accessing ICTs, and these groups are already relatively heavy users of these technologies. 
“The underlying growth trends are unmistakingly much higher among the low penetration
population segments” (p. 3.5) This implies that the percentage point difference in penetration
rates will decline over time. 

The figures in table 5 relate to the hourly use of media in the US. It is interesting to observe that
even in the brief time span 1992 to 1997 there have been some clear substitutions occurring with
respect to hours of media use per week. That is, between 1992 and 1997 Canadians increased
their time allocation to watching cable TV and listening to recorded music. In addition, the time
spent reading newspapers fell slightly, while reading magazines and books required a marginal
increase in time allocation.  The time spent using the Internet increased from 1.8 hours per week
in 1992 to 9.1 hours per week in 1997.  Thus, between 1992 and 1997, the Internet rose from
eighth to fourth place among use of consumer media as reflected in hours of use per week.

How expensive are provider charges for accessing the Internet?  The International comparisons
shown in table 6 are expressed in US dollars. The comparison indicate that in 1995 Internet access
charges for a set amount of time varied quite considerably, with Europe being far more expensive
than North America in terms of access charges.  Canadian access charges were similar to those in
the US. The UK and Australia tended to impose the smallest charges in the OECD survey.  

A paper by Luc Socte and Bas Ter Weel provided some estimates of the diversion of telephony
revenues to the Internet in table 7. The figures in table 7 also provide a projection of the growth
of the Internet communications systems 1997 through 2001. That is, E-mail, Internet fax and
Internet telephony are substitutes for long distance telephone calls. The figures in the table also
approximate the large scale revenues lost by telephone companies as a result of the growth of the
Internet, which explains part of the reason why telephone companies and cable companies have
directly entered into the Internet business.

The Internet As A Commercial Distribution Vehicle 

As a starting point, it is important to recognize that from a commercial perspective, the Internet is
simply another distribution channel that facilitates communications. As broadband capabilities expand,
“dumb terminals” – PCs, TVs, appliances, etc. – will be continuously connected to the Internet or the
various services that can be distributed via the Internet, cable or wireless networks. 
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The Internet, and in the future other broadband distribution channels, will provide the following
services to consumers – the ability to communicate with others, either in groups or one-on-one; the
ability to buy a wide range of goods or services on-line (substitution for catalogue shopping or even
some mall shopping, replacement of agents); the ability to obtain information (newspapers, books,
magazines, journals, etc.); and the ability to receive hundreds, if not thousands, of different broadcast
programs/channels.

As the cable industry moves towards the digital world, cable companies and satellite distribution
companies will have the ability to offer subscribers the 500-channel universe of programming options.
Within two to three years, the 500+ channel universe will also be available via the Internet. But the
Internet and digital cable will have the capability to offer viewers true two-way interactivity. This will
make this type of programming more interesting for consumers, thus attracting audiences from more
traditional types of programming that do not have the interactive capability. 

These types of programming will become more attractive for advertisers. At the present time,
companies and advertising companies are groping about looking for a way to use the Internet for
advertising. Banner ads are not working, and this market could shrink over time.

The interactivity of the Internet not only opens up traditional advertising opportunities, but also
provides the means to integrate advertising and e-commerce. At the present time, it is difficult for an
advertiser to measure the value derived from its advertising investments. It is difficult to measure a
direct link between spending one dollar on advertising and the company’s revenues. However, the
Internet and digital cable (as well as new wireless technologies – LMCS in Canada, LMDS in the US;
MMDS; direct to home satellite distribution) will allow consumers who see an ad or a product
placement to contact the company directly and immediately to order the product. Therefore,
companies will be able to measure the sales generated by advertising on Internet-distributed,
interactive programs.
 
5. The Electronic Commerce Market Place 

Electronic commerce, that seems high on many corporate agendas, is a by-product of the growth of
the Internet. According to a recent OECD report (The Economic and Social Impacts of Electronic
Commerce: Preliminary Findings and Research Agenda: Full Report, accessed on the Internet in
March 1999 ), global electronic commerce grew from virtually no activity as recently as 1995 to
about $26 billion (US) in 1997, and is projected to reach about $330 billion in 2001-02  and $1
trillion as of 2003-05. 

As the figures in table 8 indicate,  electronic sales occurring in the US between 1995 and 1997 was
the equivalent of 37% spent on US mail orders, 3% of US credit /debit card purchases, and 0.5% of
retail sales of the seven OECD economies.  While these estimates are very rough, they suggest that
the electronic commercial distribution network (if it can be so described) has entered a phase of
explosive growth.  ( See OECD report, Chapter 3. p. 1)
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The figures in table 9 from that same report suggest that in 1997 the US accounted for about 80%
of global e-commerce. It also turned out that the US possessed 67-85% of the top WWW sites in
1997. (See table 10)

As the OECD report suggests, “If the optimistic future forecast (2003-05) is realised OECD-wide
electronic commerce will be the equivalent of 15 per cent of the total retail sales of seven OECD
countries. “ (Chapter 3, p. 1)

The OECD report also observes that business-to business electronic (or e) commerce is being driven
by three forces:

1. The reduction in transaction costs and the improvement in product quality/customer service;
2. a defensive reaction to engage in electronic commerce; and 
3. the insistence by many large firms that their suppliers link into their electronic networks.

The business-consumer e commerce expansion has been quite dramatic. For example, Amazon.com
is currently the fifth largest US bookseller, and electronic generated sales represent 20% of book sales
in the US. As well on-line stock trading represents about 17% of total retail stock trading activity in
1997. Independent travel agents share of US airline reservations fell from 80% in 1996 to 52% in
1998. (OECD report, chapter 3, p. 11,)

6. Regulating Electronic Commerce In The US And Canada

In a November 1997 interview, Ira C. Magaziner, Senior Advisor to the President for Policy
Development, described the basic framework the US was following with respect to regulating and
monitoring electronic commerce.

 “The approach we took was a pragmatic one. We did not start with any ideological position. We
accepted in the beginning that  nobody, including ourselves, was going to fully understand where this
medium was headed because it was too new, too complex and too fast changing. “(Ira C. Magaziner,
the Framework for Global Electronic Commerce: A Policy Perspective”, International Migration
Review, Vol XXXI, No. 2, Summer 1997, p. 527.) 

The US opted for a framework which assumes that the e commerce occurring over the Internet is
reasonably competitive, and therefor the role of government is to set a predicable, legal environment
for commerce. The US government chose not to opt for a model which requires heavy regulation or
public ownership.  

“With the Internet, there is almost unlimited bandwidth and massive competition. There is almost
unlimited consumer choice. There are companies from computer industries, software industries,
telecommunications industries, broadcast, satellite, publishing, consumer electronics and utilities all
competing to build the infrastructure, so we don’t need government regulation. For all of those
reasons, we went to a market -driven system.” (Magaziner, p. 527)
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Magaziner sees self regulation by the industry working  best because industry motives and the public
interest coincide. He offers the example of protection of privacy and the content questions, where
industry and the public should have the same motivation. This leads Magaziner in the direction of self-
regulation as a matter of practicality.  Under his ideal self regulation of e commerce would be
practical, flexible, and decentralized.

Other principals underlying the US position on e commerce regulations include the notion that:
1. there should be no customs duties on Internet commerce;
2. there should be no discriminatory taxes on the Internet that would stifle development; and  
3. that governments should adopt a uniform approach in applying taxation to the Internet. 

As in the US, Canada’s regulatory approach to the Internet is also evolving. Federal Minister of
Industry John Manley indicated in a recent speech that he is concerned about curbs on Internet
commerce because of individual concerns over how their personal information might be used. He
noted that the Canadian government introduced a bill in Parliament of October 1, 1998 to address the
two important problems, the protection of personal information in the private sector, and the
recognition, in law, of electronic signatures, electronic evidence and digitized statutes. 

7.The Information age - Cultural Policy Challenges For Canada

The information revolution and new technologies are making it increasingly difficult to place
regulatory boundaries around industries and sectors operating in the world of entertainment and
information. How can we ensure that the Internet does not evolve in a way that undermine Canadian
cultural policies?

This section of the report discusses three important developments--the spread of new information
technologies and services, the growing trend to use the Internet which is in effect taking market share
from other media, and the emergence of large, conglomerate firms in the information-entertainment
industry - particularly in the US. All of these factors have important implications for the Canadian
government pursuing Canadian content as a public policy priority.

New Information Technologies and Services 

New modes of distribution for information and entertainment products and services (voice, data,
video, audio) are continually evolving. 

Digitization and the increasing number of distribution channels are blurring the lines among text, data,
graphics, audio and visual media and making the distinctions less meaningful.  Important
complementarities (economies of scope) exist among the different media and between the media and
the provision/distribution of content. Vertical integration between the creation of content in any
media form and the distribution of the content and/or horizontal integration across media or
distribution technologies provide companies with the opportunity to capture the competitive
advantages associated with both economies of scope and scale.  
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Today we have:

I. Cellular telecommunications
II. Personal communications systems (PCS)
III. Digital cable networks
IV.Asymmetric digital subscriber lines (ADSL)
V. Multichannel multipoint distribution systems (MMDS)
VI. Local multipoint communications systems (LMCS)
VII. Direct-to-home satellite services (DTH)
VIII.Global communications and the Internet

Consequently, consumers and firms can interact with information, entertainment, shopping, financial
and other services through personal computers (PCS), telephones, wireless connections and cable-
TV. 

What seems to be happening is that broadcasting, computing, telecommunications, film production,
publishing, cable-TV, music production are fusing into a general information-entertainment industry,
as companies in these different fields try to position themselves to develop and exploit potential
synergies between new distribution technologies and capabilities in order to capitalize on the
increasingly global and expanding demands for creative products and services. 

The coming interactivity gains will not only open up traditional advertising opportunities, but also
provide the means to integrate advertising and e commerce. At the present time it is difficult for an
advertiser to estimate the value added from Internet advertising. However, the Internet and other
services will allow consumers who see an ad of a product placement to contact the company directly
and immediately to order the product. In this way, companies will be able to measure the sales
generated by advertising on Internet-distributed, interactive programs.   

The Internet And Media Substitutions

As part of the new wave of technology, the Internet is having profound implications of families, social
arrangements, work practises and time allocation. With respect to time allocation, the Internet can
be viewed as a kind of substitute for the time spent viewing television, listening to radio, going to
movies, etc.

For example, a Statistics Canada reports observed  that “42% of computer communications users
spend more than 20 hours a month on this new medium, while Canadians also spend 20 hours a week
viewing television and 21 hours listening to the radio. “”(Canadian Economic Observer, p. 3.18).  

Additional substitutions among these competing media and entertainment devices can be expected
to emerge.
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Mega Mergers And Industry Rationalization In the Communications Sector Complicates Cultural
Policy Regulations

Although I do not have data to back up this point, I expect that the income elasticity of demand for
entertainment services (among which I would include the Internet) is in excess of unity. 

Income elasticity of demand relates the growth of income to the demand for a particular type of good
or service. In this context it simply suggests that the demand for entertainment services-including
Internet-is growing faster than real income growth.

 As a result, it is not surprising that the past few years have been marked by a number of mega-
mergers among entertainment like firms, especially in the US, involving companies in the
telecommunications, broadcast distribution, broadcasting and entertainment industries.

In the US , Disney has acquired Capital Cities/ABC; Bell Atlantic acquired Nynex; Time Warner
acquired Turner Broadcasting; Comcast acquired Scripps Cable; Viacom acquired Paramount; Baton
acquired the CTV network; Videotron acquired CFCF; AT&T acquired Teleport Communications.

In Canada, the Canadian telcos and cable companies have been relatively protected by regulatory
barriers to foreign firms. In Canada there has been a number of prominent telecommunication firm
mergers recently announced. For example, BC TELECOM AND TELUS have announced their plans
to merge.  The new, larger firm will attempt to assemble its own fibre network across Canada, with
alternate routes through the United States with the help of GTE Corp.

On March 22, Canada’s four Atlantic telephone companies announced plant to merge and create a
company with a market value of about $3 billion. 

The BCE/Bell group is forming a more substantive relationship with a U.S. telecom operator to
counter any advantage that the new BCT.TELUS  would realize thought its GTE affiliation.

Bell Canada Enterprises, the parent owner of Bell Canada, reported on March 25, 1999 that it had
sold off 20% of the equity in Bell Canada for $5.1 billion to Ameritech, Corp., a Chicago-based
telephone company. The 20% limit is consistent with the foreign ownership restrictions. According
to the March 25th Globe and Mail, a foreign company can’t own more than a 20% of the operating
arm of a Canadian telephone company or 33 % of a holding company. 

It is generally expected that the federal government will at some time remove the foreign ownership
restriction on the telecom and cable industries,  though the broadcasting sector would presumably be
excluded from these changes. 

In light of the dramatic number of larger, more powerful firms emerging in the info-entertainment
industry, is the Canadian Government support for cultural industries threatened?
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The info-entertainment industry seems to be creating global characteristics, and with these larger
firms come the  threats of incursions into Canada from foreign firms. Thus it is clear that Canadian
companies will need the scale and financial strength to compete.  

The regulatory measures that protected and stimulated the development of the development of the
magazine, television, film and music production sectors in Canada are being continuously challenged
and constrained by the World Trade Organization, the US government  and the US entertainment
industry. As well, the further development of new distribution channels (in particular, the Internet and
broadcast distribution via the Internet) may make it increasingly more difficult for Canada to maintain
the historic regulatory framework for the broadcast distribution, telecommunications and
broadcasting sectors. 

Implications For Canadian Policy Development

In light of the dramatic number and pace of developments in the info-entertainment industry, can or
should the Canadian Government continue to support cultural industries and the creation of
multimedia content?

In the evolving, global info-entertainment industry, the only winning scenario for the development
of Canadian content is the creation in all media forms and the distribution through as many channels
as possible more diverse, high quality Canadian information and entertainment products and services.

Licensing of new Canadian broadcasting services with conditions of license that emphasize quality
rather than quantity of Canadian programming may still have an important role. The Canadian
creative community and the cultural industries will benefit from the licensing of new services.

8. The Public Goods Literature

The public finance literature has a long and rich literature available concerning public goods.  The
literature is less useful in terms of discussing how quasi-public goods can be made into pure market
goods or how pure market goods can be transferred into public goods. 

The definition of a pure public good is that it is neither feasible nor desirable to ration the use of the
good. Thus, a public good has two essential properties. It is costly to exclude an individual from its
benefits, and secondly, it is undesirable to exclude them from the benefits. Defence fits the bill quite
easily. 

An example of a pure public goods is national defence, which is collectively consumed and the private
market does not supply national defence. Publicly provided private goods include such services as
education and  medicare.  (See Jospeh E. Stiglitz et. al., The Economic Role of the State, Basil
Blackwell Ltd., Cambridge, MA, 1989.) 



21

The Internet shares a number of common characteristics with these descriptions of a public good.
That is, it is clearly desirable that the Internet should be available equally/widely to all individuals. But
unlike private goods that convey benefits directly to individuals, with no inter-dependent
consumption, the Internet is both individually and collectively supplied and accessed by the global
community.

However, unlike a pure public good, the Internet is essentially run through private institutions-the
telephone companies, private suppliers of Web sites, private search engines, etc. 

So the Internet meets some of the characteristics of a pure public good, and not some of the others.

With respect to government intervention and regulation, Richard Musgrave, in his influential book,
The Theory Of Public Finance, distinguishes the role of government into three areas economic
stabilization, allocation and redistribution.  These categories cannot be easily and completely
separated from each other. However, following Richard Musgrave’s direction, intervention is justified
if it improves resource allocation or encourages stabilization or achieves an equitable distribution of
income. Accordingly, government intervention or regulation in this case occurs due to market
failures. 

What might make markets fail? A lack of sufficient competition, the possibility that the good is a pure
public good that either will not be supplied privately or if supplied, will be supplied in insufficient
quantity. The possibility of external effects from consuming the good -- i.e. inadequate market
information, macroeconomic failures, or in the case of the redistribution goals of government. 

Government intervention and rule making is therefor justified in order to maintain accessibility to the
Internet and to ensure that the Internet does not have any unintended third party effects- i.e.
pornography, diversion of tax revenues, etc.  

9. Taxing Internet Transactions And Possible Tax Bases

Taxing The Internet Is Quite Legitimate

Security regulators have little choice but to regulate and to monitor Internet transactions. Regulators
recognize that the Internet is an efficient instrument for transmitting information. In many ways, the
Internet is simply a new distribution vehicle

In a recent National Bureau Of Economic Research Working Paper, Austan Goolsbee examined the
electronic on-line spending behaviour of about 25,000 on line users in more than 350 US cities and
metropolitan areas.  The objective of the study was to see how the introduction of sales taxes affected
Internet commerce. Not surprisingly, he found that people who live in high sales tax locations are
significantly more likely to make purchases over the Internet to avoid sales taxes.  Goolsbee’s report
also observed that:
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1. People who live in high sales tax areas have exactly the same Internet access characteristics as
those living in low sales tax areas (i.e. use of Internet, ownership of computers, etc.)

2. Applying the existing sales taxes to the Internet would reduce the number of on line purchases by
25% and on line spending by 30% or more. 

3. Since on line sales constituted only a small fraction of total retail sales, the revenue loss from not
applying the taxes was small.
.
4. In light of predictions of future growth of online commerce, however, the potential tax revenue
loss could become very large. 

Internet sales are highly sensitive to local sales taxation.

(Austan Goolsbee, A World Without Borders: The Impact of Taxes on Internet Commerce (NBER
Working Paper No. 6863), May 1999)

In a different study, Luc Soete and Bas ter Weel noted that , “Although Internet commerce is in its
earliest stages, its rapid growth is anticipated. Some estimate that in 30 years time, consumer activity
online could represent more than 30% of total consumer activity. This leads to the erosion of national
tax bases. .....As a measure of last resort, the bit tax can be implemented. “ ( See Luc Soete and Bas
ter Weel, “CYBERTAX”, Futures, Vol 30. NO 9. 9. 853)

The legitimacy of taxing electronic commerce seems self evident to this writer, especially if it can be
shown that the delivery of these new services erode the traditional sales or income tax bases.  

Identifying Taxable Transaction Points

Soete and Weel identify six money flows in a typical Internet commercial transaction.  The key
players in the Internet process are the Network Providers (NPs) , Internet Service Providers (ISPs),
Users, the  Web Site Internet Shop, Payment Providers (PPs) and Software Architects (Sas).

The authors identify six flows of money and/or  services in a typical Internet/cyber transaction. 

1. The user or Internet customer pays a fee to the Internet Service provider (ISP) who supplies the
Internet Connection. This gives the user access to various Internet services including WWW, e-mail,
etc.

2. The user visits a Web site or an Internet Shop to purchase goods and/or services. To pay for items,
the user obtains a payment system from a financial institution -- PP (bank). The PPs also provide
various services related to the system.
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3. The Web Site Internet Shop purchases a permanent Internet connection or space on the ISP's
computers from the ISP.

4.To provide the User with access to the Internet, the ISP purchases a set amount of bandwidth from
a NP.

5. The Software Architects (SAs) supply the Internet Shop with the software required to enable
connection to an ISP and to allow customers to browse the shop.

6. If customers buy their products with a credit card, for example, there is a revenue flow from the
 payment providers (PP) to the Internet Shop and a revenue flow from the Internet Shop to the PP
to deal with commission cost.”       (Soete and ter Weel, p. 865)

The authors point out that the either the Internet service Provider (ISP),  the financial community,
or the Web Site Internet Shops could play a role in facilitating the collection of a sales tax. 

OECD Tax Principles For The Internet

The OECD’s Committee on Fiscal Affairs (CFA) argues that  any taxes on electronic commerce must
abide by a set of five tax principles.

1. Neutrality-that the taxes impose should be neutral and equitable to between all forms of commerce
electronic , conventional and between different forms of electronic commerce.

2. Efficiency --compliance costs for the taxpayers and the administrative costs of the government be
minimized. 

3. Certainty and Simplicity. The tax should be clear and simple to understand.

4. Effectiveness and Fairness-The taxes should provide the correct amount of revues in the
appropriate time frame.

5. Flexibility-The tax system should be able to accommodate the evolution of changes in commercial
methods.

(See OECD, The Economic and Social Impacts of Electronic Commerce: Preliminary Findings and
Research Agenda, Part 2 , OECD Web Site, Jan. 29, 1999.)

Where Does the Bit Tax Fit In?

The bit tax is different than any of the tax bases considered above, the bit tax is basically a tax on the
volume of the transactions (the number of bits sent), rather than the value of the transaction. In other
words, the bit tax is akin to an excise duty or a long distance telephone tax . 
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10. Internet And Politics 

With respect to the political role of the Internet, it is interesting to note the observation made by
Harry M. Cleaver, Jr. concerning the number of computer networks that sprung up supporting the
Zapatista rebellion among grass roots organizations in dozens of countries. 

He argues that the Internet facilitated this international grass roots support for the rebellion. He
further claims that the Zapatista rebellion was a key catalyst for the growth NGO networks.    “No
catalyst for growth in electronic NGO networks has been more important that the 1994 indigenous
Zapatista rebellion in the southern state of Chiapas, Mexico.” p. 621 (See Harry M. Cleaver, Jr., “the
Zapatista Effect: the Internet and the Rise of an Alternative Political Fabric”, Journal of International
Affairs, Spring 1998. 51, no.2

It is also no secret that governments and firms world wide are going on line -- i.e accessing the
Internet and establishing Web sites at a very rapid rate. According to one expert, there are some
1,915 national level government agencies with Web sites. The US is the leading proponent of
government Web sites, with 205 agencies on line, followed by Canada with 153 and Australia with
151. As well there were more than 2500 state government agencies with established Web sites in
1997. (See Donald C. Mentzal ,The Public Administration Review, September/October 1998, vol.
58, No.5, p. 445)

11. Closing Comments-Tentative Conclusions 

Without getting to hung up on a specific definition of the public domain, it is clear that the Internet
is part of the public domain. 

The Internet represents a relatively new economic and technological instrument that carries with it
tremendous social and political influence. The Internet has the capacity of eroding some government
activities, it is revolutionising commerce, it has the potential for creating a public bad, and it requires
a re-evaluation of equity, efficiency and regulation as affected by this new technology. The Internet
is already resulting in significant wealth, income and economic opportunity changes.

There is broad consensus that because the Internet is associated with such easy and open access, that
the World Wide Web must operate within the constraints of decency, privacy, and copyright
protection. Financial security regulators will have little choice but to monitor and regulate Internet
transactions. Some government regulations are already in place, and more will surely follow. These
constraints all fall within the context of the public domain.

The Internet will continue to remain in an explosive growth phase for quite a while, and in the process
divert some additional commercial activity away from ordinary distribution channels. 
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Canada’s cultural policy direction,  with its emphasis on the production of Canadian content,  is
clearly being challenged by the Internet which does not easily accept any such domestic policy
objectives. 

As I have argued in this paper, there is no reason not to tax the Internet,  and there is every reason
to impose regulatory standards.

Ultimately, the global properties of the Internet mean that this medium will have to be regulated by
some international institutions, and will have to abide by acceptable international standards. 

Finally, what steps  need to be taken by the authorities to more clearly enclose the Internet within the
public domain? 

1. Declare that it is in the public interest to universalize affordable access to the Internet;

2. The Government should recognize that the Internet is an important tool for commerce and
economic advancement.  Consequently, the Government should be prepared treat electronic
commerce in the same way as it governs traditional forms of commerce. This means that governments
should not feel inhibited from applying regulations to the Internet. Tax issues, although complex,
should be pursued with at least the same level of intensity as occurs in ordinary commecial channels;
and 

3. The Government should recognize that global properties of the Internet mean that this medium will
ultimately have to be subject to regulations and standards set through international organizations.
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Table 1: Household Penetration Of Information Communications Technologies-Canada

1986 1986 1996 1996 1997 1997 1986-96 annual
% change

1996-97
% change

% 000’s % 000s % 000s % 000s
Telephone 98.1 9,270 98.7 11,269 98.6 11,423 2.0 1.4
Cell Telephone - - 14.1 1.611 18.6 2,152 - 33.6
Cable 65.4 6,177 74.0 8,451 73.7 8,539 3.2 1.0
Computer 10.3 974 31.6 3,602 36.0 4,165 14.0 15.6.
Modem - -. 15.5 1,771 21.5 2,494 - 40.8
Internet - - 7.4 844 13.0 1,500 - 77.7
All Households - 9,447 - 11,412 - 11,580 1.9 1.5
Source: Statistics Canada, Canadian Economic Observer, Cat. No. 11-010-XP3, p. 3.3, February 1999

Table 2: Canada-US Penetration Rates Of Information Communication Technologies, 1997

Telephone Cellular Cable Computer On -Line E-Mail 
% (per 000 inhabitants) % % % %

Canada 98.6 138 73.7 36.4 16.0 13.3
US 93.8 207 67.3 36.6 18.6 16.9
Source: Statistics Canada, Canadian Economic Observer, Cat. No. 11-010-XP3, p. 3.34 February 1999

Table 3: Canadian Use Of Computer Communications, By Type Of Use, 1997

All
Households

(%)

Regular
Home Users

(%)

Regular Use
<10%

Regular Use
<25%

Regular Use
<50%

E-Mail 13.3 83.1 39.8 64.0 78.1
Browsing 13.5 84.7 15.9 37.0 61.7
Specific
Information

13.5 84.4 21.2 47.7 73.1

Electronic Banking 3.1 19.6 66.0 84.7 89.5
Purchasing 1.5 9.2 88.1 95.3 98.3
Other Internet Use 2.2 13.7 66.1 82.8 90.5
Source: Statistics Canada, Canadian Economic Observer, Cat. No. 11-010-XP3, p. 3.8, February 1999
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Table 4: Comparative Analysis Of Internet Growth-Canada

1996  (%) 1997 (%) Change In Gaps* % Growth 
Income Quartile
Bottom 2.7 5.3 +6.8 100.2
Top 15.2 24.6 64.4

Education-
Instruction
< High School 1.0 2.7 +7.9 159.1
University 18.6 28.2 58.0

Area
Non -CMA 4.5 9.2 +1.4 110.6
CMA 9.7 15.8 66.2

Age
65+ 2.1 3.7 +5.5 80.4
35-64 9.8 16.9 77.8
* Difference in penetration rates between high and low penetration groups in 1997 minus their difference in 1996. 
Source: Statistics Canada, Canadian Economic Observer, Cat. No. 11-010-XP3, p. 3.5, February 1999

Table 5: Consumer Use of Traditional Media, 1992-1997 (US)
1992 1993 1994 1995 1996 1997

Consumer Media* Average Hours per Week Used
Watching Network TV 20.6 20.8 21.0 19.6 19.8 19.7
Watching Cable TV 8.4 8.7 9.0 10.7 10.9 11.3
Listening to the Radio 22.1 20.8 21.2 21.0 20.8 21.0
Listening to Recorded Music 4.5 4.8 5.6 5.7 5.7 5.7
Reading Newspapers 3.3 3.3 3.3 3.2 3.1 3.0
Reading Magazines 1.6 1.6 1.6 1.6 1.6 1.7
Reading books 1.9 1.9 2.0 2.0 2.0 2.0
Using the Internet** 1.8 3.1 4.3 6.6 7.8 9.1
*Average hours of media use per week by all U.S. adults
**Average hours of Internet use per week by total Internet users.

Between 1992 & 1997 the Internet rose from eighth to fourth place among
consumer media, measured in hours of use per week.

Source: The Futurist, Demography, August-September 1998, p.11
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Table 6: International Ranking Of Internet Access Provider Charges (Dial-up), 1995
Country 20 hrs/mo

(US$PPP)
30 hrs/mo
(US$PPP)

Average charge 
(US$PPP)

Average charge/GDP
per capita(US$PPP)

Australia 10.45 16.54 13.49 0.071
UK 14.67 14.65 14.67 0.075
New Zealand 15.26 15.26 15.26 0.093
Finland 18.85 18.85 18.85 0.106
USA 20.64 20.64 20.64 0.077
Netherlands 21.13 21.13 21.13 0.106
Canada 15.96 27.96 21.96 0.104
Iceland 24.35 24.35 24.35 0.119
Sweden 25.10 25.10 25.10 0.135
Spain 35.10 35.10 35.10 0.242
Norway 35.69 53.07 44.38 0.202
Switzerland 46.95 55.95 51.45 0.199
Portugal 42.25 67.25 54.75 0.432
Austria 59.32 59.32 59.32 0.279
Japan 53.04 86.19 69.61 0.315
France 61.37 91.39 76.38 0.363
Greece 77.39 77.39 77.39 0.661
Mexico 80.41 80.41 80.41 1.256
Denmark 67.48 99.64 83.56 0.394
Turkey 72.97 117.97 95.47 1.711
Italy 79.08 117.82 98.45 0.495
Belgium 108.36 108.36 108.36 0.500
Germany 118.06 162.09 135.08 0.673
Ireland 153.49 153.49 153.49 0.979
Luxembourg 154.65 154.65 154.65 0.414
OECD 67.35 83.94 75.65 0.400

Source: Worldbank (1997) as reported by Luc Socte and Bas Ter Weel in Cybertax,
Futures, Vol. 30, No. 9, 1998, p.857
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Table 7: The Internet's Impact on International Telephony Revenues (US$ Millions)

Carrier Country Estimated
Internet Revenue

Losses to Internet
Telephone

Losses to E-mail Loses to Internet
Fax

1997 2001 1997 2001 1997 2001 1997 2001
AT& T USA 9.422 9.272 5.18 231.75 37.02 72.87 1.36 44.82
Bezeq Israel 0.263 0.253 0.47 21.40 0.86 6.17 0.02 2.58
BT UK 1.366 1.455 1.21 69.99 8.22 24.79 0.18 8.35
Deutsche Telecom Germany 4.349 3.989 2.20 126.97 13.49 39.49 0.20 8.50
Embratel Brazil 0.481 0.764 0.47 59.40 4.27 28.37 0.10 11.07
Etisalat UAE 0.897 1.681 0.05 17.45 0.55 10.01 0.01 2.77
France Telecom France 1.725 1.249 1.20 64.05 9.27 24.54 0.15 5.73
Hongkong Tel. China 2.132 3.670 0.33 36.99 1.57 14.55 0.03 4.54
Kokusai Japan 1.936 2.644 2.82 194.17 22.40 86.20 0.41 26.17
Singapore Tel. Singapore 1.047 1.743 0.63 36.97 2.59 12.07 0.05 3.78
Stentor Canada 5.670 6.210 0.81 38.88 8.04 15.73 0.12 4.98
Telecom Italia Italy 2.037 1.938 1.22 105.15 6.65 43.55 0.14 12.69
Telkom S.A. South Africa 0.322 0.443 0.24 32.95 1.15 9.93 0.02 3.22
Telmex Mexico 1.629 1.389 0.64 25.95 4.27 10.74 0.17 6.98
Telstra Australia 1.109 1.694 1.77 114.76 10.84 38.17 0.25 14.77
VSNL India 0.585 1.665 0.07 27.04 0.86 25.77 0.02 8.97
Total 39.867 34.470 19.31 1203.90 132.05 462.95 3.23 169.92

Source: Telecom Daily, 8 September 1997, as reported by Luc Socte and Bas Ter Weel in  Cybertax, Futures, Vol. 30, 
No. 9, 1998, p.863

Table 8: OECD Estimates Of Electronic Commerce Sales Compared To Various Benchmarks 

E_Commerce
Estimates US

Billions

US
Catalogue
Sales (%)

US Credit
Card

Purchases (%)

Direct
Marketing

(%)

OECD-7 Country
Total Retail

Sales(%)
Current (1996-97) 26 37 3 2 0.5

Near Term
(2001/02)

330 309 24 18 5

Future (2003/05) 1000 780 54 42 15
Source: OECD estimates for from a variety of countries, table 3.3
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Table 9: OECD Review Of Geographic Distribution Of E- Commerce (%)

Booz-Allen & Hamilton (1997) IDC (1997) Active Media (1997)
US/North America 76 87 86/93

Western
Europe/Europe

24 8 5

Japan/Asia-Pacific 4 1

Rest Of World 1 1

Total 100 100 100

Source: OECD estimates for from a variety of countries, table 3.4

Table 10: Location Of Top 100 WWW Sites By Category, June 1997 

Live Audio Shopping Finance News Sport Adult

US 78 85 75 67 79 79
Canada 4 6 6 5 8 10
United Kingdom 3 2 5 5 8 2
Germany 4 1 1 3 3 1
France - - 2 1 4 -
Japan 2 - 1 - - 2
Other
Source: OECD estimates for 1997, table 3.6


