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Ambassador Stephenson
Director General Lamy, Mr. Jens, CEO,  Philips Consumer Electronics Europe,   

Ladies and Gentlemen,  

I would like to extend my welcome to Symposium participants and thank the Chair of the Information Technology Symposium for inviting me to speak at this opening session to help set the tone for these discussions.
------------------------
I think it is appropriate that Canada should be invited to make opening remarks because although I am not certain Canada can claim to be the poster child for ITA trade, I think very clearly Canada is an ITA success story, and to that extent, we can help set the tone for this discussion. 

Some of you here today may have enjoyed Canada’s trade policy review last week, but for the others, let me indicate that it was a very favourable assessment indeed of Canada's performance both in terms of economic performance and trade performance.
It was noted among other things that Canada has enjoyed 15 years of uninterrupted economic growth, 10 years of uninterrupted government surpluses, and that 10 years ago we were the second worst in the G7 in terms of debt to GDP ratio, today we are the best having reduced our accumulated debt by 10 points against our GDP.  

But that performance does not come from nowhere.  It comes from the policy choices that we make, and among those policy choices are choices in trade. This is obviously important to Canada, and just to tell you how important, exports represent 38% of Canada’s GDP, perhaps making us the most reliant on trade in the G8.  So it is against that background that I speak, and in respect of our policy choices in trade, they are based on our experience.
And our experience generally is that the expansion of trade, both imports and exports, creates jobs, achieves a higher standard of living, and offers greater choices for consumers.

Ten years ago, at the time of the ITA’s implementation, most products subject to the Agreement entered Canada duty free.  We did not have many import sensitivities, but neither did we have any important export interests.
However, having just finished nine years of implementation of the Canada-U.S. Free Trade Agreement and three years of the NAFTA, Canada viewed the Information Technology Agreement as means for promoting a significantly more open and stable international trading environment for technology and investment. We saw it as the next logical step in our policy progression.
The benefits we saw in the ITA were twofold.  First, other trading partners would be lowering their tariffs to our level. Second, and more importantly, we expected that improved conditions of trade worldwide would stimulate competition in this sector, resulting in the introduction of ever more efficient information technology products. The availability of these products would, in turn, stimulate productivity gains in both industrial and business processes in Canada. 

Thus, we expected the ITA to enable earlier and less-costly adoption of information technology products by businesses, to provide spill-over effects to other domestic industries, and to spur productivity growth in our economy. We also believed that the benefits of the ITA would extend beyond the core businesses in the information technology sector to cover such areas as basic and applied research, health care and agriculture, just to name just a few, thereby improving our world wide competitiveness and improvements in our standard of living. 
So, did joining the ITA pay off for Canada?

To answer that question, one needs to first realize that Canada is only one small part of the global information and communication technology sector community. What happens in Canada is part of a bigger picture of the global supply chain, established with the help of the ITA when it eliminated all tariffs on most information technology products.

In the last 10 years, we have seen a change in how firms organize their production into global supply chains, and the information technology sector has not escaped this trend. For example, firms are increasingly outsourcing activities to third-parties, locating parts of their supply chains outside their home country, and partnering with other firms through strategic alliances and joint ventures. As such, both a firm’s own ‘internal’ activities and those of suppliers or partners can exhibit significant geographic dispersion.
While Canada’s role in this supply chain remains small, it would be difficult to overstate the importance of the information technology sector to the productivity and the overall health of the Canadian economy.  While we cannot say that the growth of Canada’s information technology sector owes everything to the ITA, we can say that with the help of the open and stable trading environment created by the ITA, Canadian information technology entrepreneurs are helping us create wealth and jobs, and are accelerating productivity through improved technology.  In fact, the information technology industry now accounts for almost 6 percent of Canada's Gross Domestic Product. It is one of Canada's most research and development intensive sectors, and accounts for a remarkable 39 percent of total Canadian private sector R&D expenditures.

In 2005, Canadian information technology sector revenues (services and manufacturing) were US$ 110.1 billion, compared to US$70.3 billion in 1997.  This represents an average growth of 5.8% per year. Nationally, revenues in software and computer services industries have grown every year since 1997, and revenues were up by 11.0% in 2005 to reach a value of US$25.3 billion.  

The Canadian information technology manufacturing sub-sector relies heavily on the export market. In fact, more than 80% of information technology products manufactured in Canada are exported. Yet, Canada still incurs a sizeable trade deficit totalling US$ 15.0 billion. This deficit is 25% higher than the 1997 level of US$12.0 billion. 

However, it is the importation of information technology products that is helping us keep Canada on the cutting edge of the IT global community.   Canadian information technology industries have a knowledge-intensive workforce and above average wages. The entrepreneurs are using their access to today’s technologies to create the technologies of the future, in areas such as health care, environmental technologies, IT security, nanotechnology and photonics. The importance of the information technology industry will continue- and indeed increase - as far down the road as we can see.
In answer to my earlier question “Did Canada benefit from the ITA, did it pay off?”, the answer is an unqualified yes. 
So, let me conclude by telling what you already know:   The IT industry is among the most globalized industries in the world. Manufacturers source to and from the most geographically diverse regions of the world.  As I have just mentioned, Canada did not join this agreement because we had a large domestic information technology industry, nor did we develop one as a result of the agreement. Rather, Canada recognized the benefit of facilitating efficient global value chains, and our industry has succeeded by specializing into areas where it can compete globally. 

Canada places great importance on the health of this Agreement and will continue to support the work of the ITA Committee here in Geneva to ensure that this agreement remains relevant to its Participants, and to those who work in the IT industry, so that the broader benefits that this sector creates continue for decades to come. 
May I wish you a very productive symposium and I thank you for the opportunity to speak.
