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[bookmark: _Toc377560489]Executive summary 
SMEs as key drivers of the digital economy
Small and medium enterprises (SMEs) are categorised as businesses with less than 200 employees—with small businesses employing less than 20 staff, and medium-sized businesses employing 20–199 staff. Collectively, SMEs are big players in the Australian economy, estimated to account for 69 per cent of the total Australian workforce and 57 per cent of total business income earned during 2011–12. 

This research report shows how, given their significant impact on the economy, SMEs stand to play a pivotal role as both consumers of communications services and facilitators of the digital economy through online service delivery and the application of digital communications to business processes. SMEs, like household consumers, are using multiple communications services, with many already-active players in the emerging digital economy. 

[bookmark: _Toc372302615]Communications choices
SMEs are more likely to diversify their communications choices than physically substitute one service for another. At May 2013:
· The vast majority of SMEs (94 per cent) used a fixed-line telephone.
· Internet-based communications such as email (87 per cent), mobile telephony (70 per cent), and voice over internet protocol (VoIP) (29 per cent) all featured prominently in the communications choices of SMEs.
· Levels of adoption of IP-based communications such as VoIP were influenced by the size of the business with 39 per cent of medium businesses (employing 20–199 people) using VoIP compared to 28 per cent of small businesses (less than 20 employees).
· A fixed-line telephone together with mobile phone calls, email and a facsimile was the most prevalent communications service combination for SMEs with 47 per cent of all SMEs with this service combination (45 per cent for small businesses and 54 per cent for medium-sized businesses). 
· 17 per cent of SMEs reported having some form of outsourcing arrangement to manage their day-to-day communications needs.
Internet access
The majority of SMEs were connected to the internet and satisfied with their internet service.  At May 2013:
· 94 per cent of SMEs had an internet connection
· 87 per cent of connected SMEs used broadband with ADSL by far the most common broadband technology (75 per cent) 
· 71 per cent of connected SMEs were satisfied in general with their internet service 
· satisfaction with internet service components ranged from 73 per cent for service reliability to 48 per cent for service costs although there was a significant number of SMEs reporting ‘don’t know’ for the latter.
[bookmark: _Toc372302617]

Active online
Australians SMEs are active online, using the internet for a range of every-day business purposes. Communications, business research and transaction-based activities were the most common activities undertaken online by connected SMEs. At May 2012:
· 94 per cent of connected SMEs used the internet for communications purposes
· 77 per cent banked online 
· 76 per cent paid bills online 
· 71 per cent received payments online
· 66 per cent undertook business-related research online.
Intensity of use
Like household consumers, connected SMEs are also more likely to undertake multiple activities online—a reflection of growing confidence in using the internet as a business and customer engagement channel. At May 2013: 
· 50 per cent of connected SMEs performed seven or more different types of online activities including multiple types of communications, financial transactions, search and information, and marketing
· 25 per cent performed 5–6 separate online activities 
· 24 per cent performed four or fewer separate online activities.
[bookmark: _Toc372302618]
Changing the way business is done
Some SMEs are exploring new ways of doing business. At May 2013, of connected SMEs:
18 per cent had developed mobile-optimised websites and four per cent have developed mobile applications to enable the delivery of services online to mobile internet users
26 per cent used social-networking channels, such as Facebook and Twitter, to market their goods and services to online consumers
39 per cent allowed staff to telework—working away from the office for one day or more a week 
47 per cent used some type of cloud computing service such as web-based email and data storage services. 



	[bookmark: _Toc237918492][bookmark: _Toc372302619]Figure 1 Key indicators—SMEs in the digital economy


	

	



[bookmark: _Toc377560490]Introduction
[bookmark: _Toc377560491]Background
The Australian Communications and Media Authority (ACMA) has continued with its practice of releasing a series of targeted reports that complement the statutory communications report. These complementary reports focus
in more detail on key aspects of the digital economy. The two reports to be released as part of the 2012–13 complementary series are:
> Report 1—Australian SMEs in the digital economy
> Report 2—Cloud computing in Australia.

These reports complement the ACMA Communications report 2012–13, which is produced to fulfil reporting obligations under section 105 of the Telecommunications Act 1997. The ACMA Communications report 2012–13 is available at www.acma.gov.au/commsreport  

SME attitudes towards and use of communications services and online participation play a critical role in the development of any digital economy. SMEs are both consumers of communications services and facilitators of participation in the digital economy through the provision of services online.

This report seeks to build on the ACMA’s 2009 report Take-up and use of communications by small and medium enterprises. It examines SME use of traditional and emerging communications and explores SMEs’ participation in the digital economy in the context of connectivity, capability and confidence and how the internet is changing traditional business processes such as customer service.

[bookmark: _Toc377560492]Source of information
Unless otherwise stated, data presented in this report is from an ACMA-commissioned survey of SMEs conducted in May 2013. Information about the survey methodology can be located in the Appendix to this publication.

[bookmark: _Toc372302623][bookmark: _Toc377560493]ACMA research snapshot series
In addition to its annual communications report series, the ACMA also developed, in 2013, the ACMA research snapshots series—short, fit-for-purpose research on key issues of relevance to the ACMA and its stakeholders. 

Snapshots released to date are:
> Australians cut the cord: becoming mobile only, 5 July 2013
> The connected business, 15 October 2013
> Home is where the work is: the digital worker, 16 October 2013
> Mobile apps: putting the ‘smart’ in smartphones, 26 November 2013.

These and other reports can be accessed from the ACMA website www.acma.gov.au/theACMA/Library/researchacma 
[bookmark: _Toc377560494]The connected SME
[bookmark: _Toc372302625][bookmark: _Toc377560495]SMEs—significant players in the digital economy

The digital economy in Australia continues to grow strongly with latest available data from the Australian Bureau of Statistics (ABS) showing that during 2011–12, Australian businesses earned $237 billion dollars in income from the sale of goods and service online—an increase of 25 per cent from 2010–11.[endnoteRef:1] [1:  Australian Bureau of Statistics, 8129.0-Business Use of Information Technology, 22 August 2013.] 

The ABS also reports that at June 2012, there were 2.05 million small businesses (including non-employing businesses) and 82,326 medium-sized businesses operating in Australia. SMEs make a significant contribution to the Australian economy, accounting for 69 per cent of the Australian workforce (7.40 million workers) and 57 per cent of total income.[endnoteRef:2] [endnoteRef:3]  [2:  Australian Bureau of Statistics, 8155.0-Australian Industry, 2011-12, 28 May 2013.]  [3:  An additional 1,306,093 businesses are non-employing (sole proprietors).] 


In this context, the application by SMEs of digital communications to business processes and customer service delivery is likely to be an ongoing driver of further development of the digital economy. 

[bookmark: _Toc377560496]Connectivity
Connectivity, in this context, refers to access to communications services and use of the internet. The connected SME uses a combination of communications services in its daily business, and engages in the digital economy via a broadband internet connection. 

Internet connectivity has facilitated growth in customer demand for the products and services of SMEs outside the normal geographically confined marketplace. The digital economy is enabling SMEs to engage with both national and global markets. 

According to an international study of SMEs from 21 countries, including Australia, technologies such as the internet are providing opportunities to expand market reach and respond to increased global competition, with 66 per cent of respondents anticipating that over 40 per cent of their revenue will be generated from international markets within the next three years.[endnoteRef:4] [4:  Oxford Economics, SMEs: equipped to compete, survey conducted 2nd quarter 2013 and results available at http://www.oxfordeconomics.com/recent-releases/smes-equipped-to-compete ] 


[bookmark: _Toc372302627][bookmark: _Toc377560497]Communications services—diversification not replacement
SMEs are diversifying their communications channels without physically substituting traditional channels. While a fixed-line telephone is still used by nearly all SMEs (94 per cent), other communications services are featuring in the communications preferences of SMEs (Figure 2).

Take-up of communications channels differed with the size of the business, with the disparity in use greater for local area networks (LAN) and internet telephony. The networking of computers within an organisation via a LAN allows for the sharing of information and information technology resources. Medium-sized businesses were more likely to use each type of communications services than small businesses (Figure 2), which is expected given their greater communication requirements and access to resources. In particular, medium-sized businesses were more likely to:
·  have a LAN (74 per cent of medium-sized businesses compared to 56 per cent of small businesses)
· use internet telephony (39 per cent of medium-sized businesses compared to 28 per cent of small businesses). 

	
Figure 2 Type of communications services by SMEs

	

	




[bookmark: _Toc372302629][bookmark: _Toc377560498]Typical communications services combinations
Like consumers, businesses typically use combinations of communications services with each service meeting a specific need (Figure 3). The most common combination used by SMEs was at least a fixed-line phone together with mobile phone calls, email and facsimile, accounting for 47 per cent of all SMEs (45 per cent of small businesses and 54 per cent of medium-sized businesses).


	Figure 3 Top 10 communications services combinations used by SMEs 

	

	Base=SMEs with a fixed-line telephone.
Note: Of the 73 combinations, only the top ten are represented in this chart, accounting for 66 per cent of SMEs.


[bookmark: _Toc372302630]
[bookmark: _Toc377560499]Internet connectivity
Most SMEs in Australia are connected to the internet (94 per cent) with a majority of these connected to a broadband internet service (87 per cent) (Figure 4). 

	Figure 4 Type of fixed-line internet connection used by SMEs 

	

	Note: Per cent of SMEs connected to the internet. 



SMEs have moved beyond the traditional use of the internet for information-based activities to transaction-based activities. A broadband connection has become critical for businesses to ensure a relatively seamless interaction with online services and participation in the digital economy (Figure 5). 


ACMA research shows that the most common broadband connection used by SMEs was ADSL (75 per cent of connected businesses) followed by cable/fibre (9 per cent) and datacards (4 per cent). Two per cent of SMEs indicated that they were connected to the National Broadband Network (NBN) (Figure 5) at May 2013. 

Location is a factor in adopting broadband, as regional areas in general do not have the same options as metropolitan areas. Of the three per cent of SMEs who reported having a dial-up connection, most were located in regional areas.

By industry, SMEs connected to broadband ranged from 93 per cent for retail trade to 85 per cent for property and business services. 

	Figure 5 Types of broadband used by SMEs

	

	* includes 3G/4G data cards, dongles, USB modems and tablet sim cards. † includes fibre, wireless and satellite.



[bookmark: _Toc372302631][bookmark: _Toc377560500]SME management of communications
Approximately 17 per cent of SMEs used some form of outsourcing arrangement to manage their day-to-day communications needs. 

The most prevalent communication service to be outsourced was ongoing service/help (42 per cent of SMEs outsourcing) followed by website design/maintenance (20 per cent) (Figure 6).



	Figure 6 Outsourcing of communications services by SMEs

	

	Note: Multiple responses allowed.



[bookmark: _Toc372302632][bookmark: _Toc377560501]SME satisfaction with the internet
In examining SME engagement with the digital economy, levels of satisfaction with internet connectivity can be one measure of SME trust in the internet as a reliable business channel. 
	
ACMA research shows that in general SMEs are satisfied with their internet service, with medium-sized businesses indicating a higher level of satisfaction (81 per cent) than small businesses (71 per cent) (Figure 7). Ten per cent of connected SMEs reported being either dissatisfied or very dissatisfied with their internet service—factors contributing to this dissatisfaction are discussed in the next section of this report. 

	Figure 7 Overall SME satisfaction with internet services

	

	





[bookmark: _Toc298924672][bookmark: _Toc300909555][bookmark: _Toc348105636]The top four internet service components recording the highest levels of satisfaction (covering satisfied and very satisfied) among connected SMEs at May 2013 were:
1. service reliability, 73 per cent
2. data speed, 60 per cent
3. billing information, 55 per cent
4. customer service, 55 per cent (Figure 8).

Dissatisfaction levels (covering dissatisfied and very dissatisfied) were relatively consistent across internet service components ranging from a low of six per cent for billing information to 15 per cent for internet data speeds. The relatively low level of dissatisfaction indicates that internet connectivity does not appear to be an obstacle to participation in the digital economy.

Service reliability and data speed recorded the lowest levels of ‘don’t knows’ in relation to satisfaction levels (three per cent respectively) compared to 22 per cent for billing information and 21 per cent for cost. This is likely due to the level of experience the respondent had with each service component. While the survey targeted individuals responsible for making communications decisions within the business, some respondents indicated that they made decisions about only certain aspects of communications services. This is reflected in the data, with sole operators and micro businesses (less than 4 staff) less likely to respond ‘don’t know’ than larger small and medium-sized businesses. For example, 10 per cent of sole proprietorship businesses responded ‘don’t know’ to billing information, compared to 29 per cent of businesses with 5-19 staff, and 41 per cent of businesses with 20–199 staff. 

	Figure 8 SME satisfaction with internet service components

	

	





[bookmark: _Toc372302633][bookmark: _Toc377560502]The digitally-capable SME
Capability is defined here as an SME’s ability to engage with the digital economy. Digitally capable SMEs are diversifying their access to the internet by using combinations of devices to access the internet and are performing a wide range of activities online.
[bookmark: _Toc377560503]Devices used to access the internet
SMEs now make a diverse range of technologies available to their staff. The combinations of technologies used by all SMEs reflect an increasing sophistication in their work practices, regardless of the size of the business.
SMEs use a variety of devices in their businesses, with desktop computers remaining the most popular internet access device (87 per cent of all) followed by laptop computers (55 per cent). However, other devices such as smartphones (41 per cent) and tablets (24 percent) are also used by a significant proportion of SMEs.
Medium-sized businesses provided a wider variety of devices to their staff, as shown in Figures 9 and 10. 
	Figure 9 Types of devices used by SMEs

	

	


[bookmark: _Toc372302635]

Device combinations
SMEs used a number of devices to conduct their online business, with the number of devices used increasing with size of business (Figure 10). In particular:
small businesses (0-19 staff) use an average of two devices to access the internet, while medium-sized businesses use an average of three devices
the percentage of businesses using two devices decreased with business size, ranging from 21 per cent of micro businesses (maximum of four staff) down to 17 per cent of medium-sized businesses
the percentage of businesses using four devices increased with business size, ranging from five per cent of non-employing businesses to 26 per cent of medium-sized businesses.

	Figure 10 Number of devices used by SMEs to access the internet by employment size

	

	



The types of devices used are also linked to size of business. Forty-seven per cent of small businesses use a single desktop computer and/or a laptop compared to 31 per cent of medium-sized businesses (Figure 11). 
Small businesses were more likely than medium-sized businesses to only use desktop devices (29 per cent of small and 17 per cent of medium-sized businesses). Desktop and laptop computers were the second most popular combination of devices provided to staff, with small and medium-sized businesses equally providing this combination (14 per cent each). 
Medium-sized businesses were more likely to use a wide range of devices. For example, 18 per cent provide desktops, laptops, smartphones and tablets to their staff, in comparison with 10 per cent of small enterprises. 


	Figure 11 Top 10 combinations of devices used by SMEs

	 

	




[bookmark: _Toc377560504]Active online
The four main types of online activities performed by all SMEs were communications (such as email at 94 per cent), banking (77 per cent), paying bills (76 per cent) and receiving payments (71 per cent) (Figure 12).  Analysis shows that 61 per cent of SMEs performed all four of these types of activities, along with at least one other type of activity. 



	Figure 12 Activities performed online by SMEs

	 

	



The shift from communications/information activities to transactional activities is evident, with three out of the four most common types of online activities performed by SMEs involving financial transactions.
The types of activities performed online are relatively consistent between small and medium-sized businesses, with the exception of activities costing money to implement. (Figure 13). For example, medium-sized businesses were more likely to: 
advertise their business online (74 per cent) than small businesses (54 per cent)
sell products/services online (44 per cent) than small businesses (30 per cent)
use video-conferencing (34 per cent) than small businesses (12 per cent).
Small businesses were more likely to use the internet for activities attracting no additional cost such as:
 banking (78 per cent of small and 68 per cent of medium-sized businesses)
paying bills 76 per cent of small and 68 per cent of medium-sized businesses.

	Figure 13 Types of activities performed online by SMEs by employment size

	

	



[bookmark: _Toc372302638][bookmark: _Toc377560505]Web presence
Websites play a pivotal role in delivering online services—typically the first point of contact between a business and the online consumer. 
According to current research, 64 per cent of business had a website, with medium-sized businesses much more likely to have a website (90 per cent) than small businesses (64 per cent) (Figure 14). 
Eighteen per cent of SMEs advertise their business on other websites, again with medium-sized businesses more likely to engage in this activity over small businesses (27 per cent and 18 per cent, respectively).[endnoteRef:5]  [5:  Sensis, 2013 Sensis e-Business Report—the online experience of small and medium enterprises, September 2013.] 

The proportion of SMEs with a web presence appears to have reached saturation, with only a slight increase over the five years to 2013. 
	Figure 14 SMEs with a web presence

	

	Source: Sensis, 2013 Sensis e-Business Report—the online experience of small and medium enterprises, (Sept 13).



[bookmark: _Toc377560506]Consumer use of business websites
Continued growth in the number of internet users has facilitated increased use of websites for customer service delivery by SMEs. During June 2013:
5.27 million people aged 18 years and over went online to research a product or service to buy 
2.78 million purchased a good or service online 
1.95 million read product catalogues online  
1.64 million used price comparison websites (Figure 15).

	Figure 15 Select product research and purchasing activities undertaken online by consumers

	

	Base=Persons aged 18 years and over.
Source: Roy Morgan Single Source.





[bookmark: _Toc377560507]The digitally-confident SME
Confidence in this context is defined to be an SME’s level of intensity of engagement with the digital economy. A useful metric is considered to be the number of separate activities performed online and the level of online service delivery. A confident SME is using communications services intensively and is changing business practices to:
realise increased productivity through such practises as offering staff the opportunity to telework
gain efficiencies through the use of new services such as cloud computing
respond to the demand for mobile services through developing mobile applications and mobile-optimised websites
use online marketing tools and social networks to access an increasingly global market place. 
SMEs are undertaking multiple types of activities online. Community use of the internet has changed substantially in the past decade—shifting from communications/information activities to transactional activities. How SMEs use the internet has also evolved, with a majority of SMEs now using the internet for banking, purchasing and receiving payments for goods and services.  
[bookmark: _Toc377560508]Online intensity
Analysis of the types of activities performed online found that SMEs are heavily engaged in the digital economy, indicating a high level of confidence in performing multiple types of activities online.
Fifty per cent of SMEs are performing seven or more types of online activities including multiple types of communications, financial transactions, search and information and marketing activities (Figure 16). 
	Figure 16 Number of types of online activities performed by SMEs by employment size


	

	



No significant differences were apparent between the number of activities undertaken and location of business. Regional businesses performed slightly more activities online than metropolitan businesses, with 53 per cent of regional businesses performing seven or more tasks, compared with 47 per cent of metropolitan businesses (Figure 17). 
	Figure 17 Number of types of online activities performed by SMEs by location

	

	



[bookmark: _Toc377560509]Changing the way business is done
SME engagement with the digital economy is typically characterised by:
increased online service provision
exploration of new ways to reach out to online consumers
the use of digital communications to facilitate increased productivity.
This section examines how, and the degree to which, SMEs are using the internet to change the way they reach out to customers and undertake everyday business activities. 
[bookmark: _Toc372302642][bookmark: _Toc377560510]Social networking as a marketing tool
Confidence has increased in digital advertising/marketing, with SMEs realising the potential of online advertising to expand their reach to the global marketplace. 
Social media in particular is a growth area as a low-cost option for businesses to advertise their products/services and engage in marketing activities.
During 2012–13, over five million people (65 per cent of the population ) aged 18 and over researched a product or service to buy over the internet, and an estimated 253,000 (three per cent) of Australians aged 18 years and over reported that they purchased a product or service as a result of advice from a social network.[endnoteRef:6]  [6:  Roy Morgan Single Source, June 2013.] 

Twenty-six per cent of connected SMEs were estimated to be using social networking for marketing/advertising purposes (Figure 18). Of these businesses:
88 per cent used Facebook 
24 per cent Twitter
21 per cent LinkedIn 
10 per cent YouTube.
	Figure 18 Social network sites used by SMEs for marketing purposes

	

	


[bookmark: _Toc372302643][bookmark: _Toc377560511]Mobile-optimised websites and applications
Wireless technologies have provided new ways for businesses to engage with consumers, enabling a greater range of activities to be performed over a mobile phone handset. 
Consumers are increasingly going online via their mobile phones to perform a range of activities. During June 2013, over 2.11 million people (27 per cent) aged 18 years and over conducted one or more buying, selling or shopping activity online via their mobile phone.[endnoteRef:7]  Specifically using a mobile phone: [7:  ACMA, AMCA research snapshot no: 1 Australians cut the cord, 5 July 2013 www.acma.gov.au/theACMA/engage-blogs/engage-blogs/Research .] 

1.31 million people researched a product or service online
627,000 purchased a good or service 
305,000 read online product catalogues 
163,000 used price comparison websites (Figure 19).


	Figure 19 Purchasing activities performed online via mobile phones by consumers

	

	Base=Persons aged 18 years and over. 
Source: Roy Morgan Single Source.



[bookmark: _Toc377560512]SME’s development of apps and mobile-optimised websites
Despite the growth in take-up of smartphones and activities performed online via mobile phones by Australian consumers, only 18 per cent of online SMEs actually had a mobile-optimised website at May 2013 (Figure 20). However, recent research has shown that the number of SMEs with a mobile-optimised website has doubled in the past year (up from 9% in 2012).[endnoteRef:8] Medium-sized businesses are more likely to have produced a mobile-optimised website than small businesses (27 per cent of medium-sized businesses compared to 18 per cent of small businesses). [8:  Sensis, 2013 Sensis e-Business Report—the online experience of small and medium enterprises, September 2013.] 

[bookmark: _Toc372302645]
[bookmark: _Toc377560513]Cloud computing
Hotmail and social-networking sites are cloud services which have been available for a while. However, new cloud services are coming onto the market, including online file and application services, and these are targeted towards consumers and businesses alike. 

Cloud services can enable a range of opportunities for increasing flexibility in business practices.  Typical opportunities include being able to access business applications and services across a range of devices and networks regardless of location, and lower IT costs through using online back-up and storage services. 

Cloud services have been widely recognised by analysts and government as fostering innovation and boosting economic growth. For example, on 29 May 2013, the Australian Government released the National Strategy for Cloud Computing, which included promoting the benefits of cloud computing to small businesses and not-for-profit organisations.[endnoteRef:9] [9:  Department of Broadband, Communications and the Digital Economy, The National Cloud Computing Strategy, May 2013. ] 




Forty-seven per cent of SMEs connected to the internet used some type of cloud computing service— 51 per cent of medium-sized businesses and 47 per cent of small businesses—Figure 20.

The second report in the Communications report series; Report 2—Cloud computing in Australia; will provide an in-depth look at cloud computing services.
	Figure 20 New and emerging areas in SMEs online activities

	

	



 
[bookmark: _Toc372302646][bookmark: _Toc377560514]Digital communications and flexible work arrangements
At May 2013, 39 per cent of SMEs were estimated to allow their staff to telework, substituting at least one day a week to work away from the main place of work. Medium-sized businesses were more likely to allow teleworking arrangements than small businesses.
Digital communications plays a crucial role in facilitating teleworking. Seventy three per cent of SMEs report that providing staff with access to the internet is critical to enabling staff to telework. 
Teleworking is not confined to any particular industry. However, some industries such as wholesale trade, property and business services, and personal/other services reported the highest levels of teleworking (Figure 21). 


	Figure 21 SMEs allowing staff to telework at least one day a week by industry

	

	* indicates a sample size of less than 20 and should be used with caution.



More detailed information about the use of the internet to work away from the office can be found in the ACMA’s research snapshot: Home is where the work is www.acma.gov.au/theACMA/engage-blogs  
[bookmark: _Toc372302647][bookmark: _Toc377560515]Barriers to participation in the digital economy
While this report has presented a positive picture of SME use of the internet to communicate, promote to and transact with their customers, some evidence suggests that SMEs are not realising the full benefits of participation in the digital economy.  
The issue of barriers to SME engagement with the digital economy is not unique to Australia. The OECD reports that while SMEs in OECD countries have generally high levels of internet connectivity (94 per cent) on average, only 35 per cent reported being involved in online purchasing and 18 per cent reported using the internet to sell goods and services.[endnoteRef:10] In 2013, the European Commission stated that, while significant progress is evident in SME participation in the digital economy, businesses and consumers continued to face significant barriers that prevent them from realising the full potential of a ‘Digital Single Market’.[endnoteRef:11] [10:  Organisation for Economic Co-operation and Development, OECD Internet Economy Outlook 2012.]  [11:  European Commission, Building tomorrow’s E-commerce: A call to action for SMEs and E-tailers; http://ec.europa.eu/digital-agenda/en/news/building-tomorrow%E2%80%99s-e-commerce-call-action-smes-and-e-tailers ] 

In Australia, while 65 per cent of SMEs agree that conducting business online is important to future business growth, only 14 per cent feel that they are taking full advantage of this. In particular, small businesses have indicated they would like to increase their capacity to sell goods and services online, with 30 per cent wanting to sell goods and services online, and 26 per cent indicating they would like to be able to accept online payments.[endnoteRef:12] [12:  PayPal, Digital Literacy Among Small Business in Australia, October 2013.] 

Sixty per cent of SMEs indicated that their self-perceived lack of knowledge about the digital environment is preventing them from being more efficient. However, only half (51 per cent) have actively tried to improve this, mainly through independent learning tools such as online search (65 per cent of those who have tried to improve) and online tutorials (49 per cent of those who have tried to improve).The three main areas where SMEs were reported to wish to improve their knowledge are:
developing a web presence (30 per cent)
utilising cloud-based solutions (25 per cent)
accepting payments through websites (19 per cent).[endnoteRef:13] [13:  ibid.] 



[bookmark: _Toc372302648][bookmark: _Toc377560516]Appendix—Research methodology
[bookmark: _Toc377560517]ACMA-commissioned survey of SMEs

The ACMA-commissioned research on SMEs was conducted by Woolcott Research between 21 May and 5 June 2013. 

SMEs are defined as either sole proprietorships or businesses employing up to 199 staff. This is consistent with the definition used by the ABS.

The ACMA conducted computer assisted telephone interviewing (CATI) to both mobile phone and fixed-line numbers sourced randomly from the Electronic Yellow and White Pages business listings with 1,500 small and medium-sized enterprises. The sample of businesses for CATI was drawn from all metropolitan and regional areas of each state and territory and results were weighted by selected Australian and New Zealand Standard Industry Classification.[endnoteRef:14] [14:  The Australian and New Zealand Standard Industry Classification—the ANZSIC — is an industry classification produced by the Australian Bureau of Statistics and Statistics New Zealand.
] 


The survey captured SMEs across a range of industries (see Figure 21 for overview of industries covered), with the largest proportion of businesses falling within the property and business sector (26 per cent), followed by construction (13 per cent) and retail trade (10 per cent). 


	Table 1 SME survey sample composition

		State/
Territory
	Small*
	%
	Medium
	%
	Total
	%

	NSW
	459
	33
	31
	30
	490
	32

	VIC
	351
	26
	24
	24
	375
	25

	QLD
	293
	20
	22
	22
	315
	21

	SA
	98
	7
	7
	7
	105
	7

	WA
	153
	10
	12
	12
	165
	11

	ACT
	28
	2
	2
	2
	30
	2

	TAS
	9
	1
	1
	1
	10
	1

	NT
	9
	1
	1
	1
	10
	1

	Total
	1,400
	100
	100
	100
	1,500
	100




	* including non-employing, micro and small





[bookmark: _Toc377560518]Endnotes
Have an outsourcing arrangement
(all SMEs)	Allow teleworking
(all SMEs)	Used cloud services
(SMEs with internet)	Tablet	Smartphones	Laptop computers	Desktop computers	Paying bills	Banking	Communications (e.g., email)	Mobile phones	Broadband
(SMEs with internet)	Internet connection	Fixed-line telephone	Other	Devices provided to staff to access the internet	Activities performed by SMEs with internet access	Communications services used by all SMEs	17	39	47	24	41	55	87	76	77	94	70	87	94	94	Per cent of SMES within each category

Small	Fixed-line telephone	Email	Mobile phone calls	Facsimile	LAN	VoIP	Instant messaging	94.047762741861703	86.740293215839529	69.975695096666072	65.537675457047342	56.426372141424224	28.031417105138033	15.304018415445949	Medium	Fixed-line telephone	Email	Mobile phone calls	Facsimile	LAN	VoIP	Instant messaging	99.058303144326743	87.762944578988439	76.664731901607183	74.671256729980172	74.426075295718817	39.240037627844586	17.627044012569289	Total	
94.381539343557449	86.808417024709087	70.421284552899778	66.14610797604098	57.625420401252008	28.778078137134816	15.458766511894503	
Per cent of businesses in each category

Small	Mobile, LAN, email, fax	Mobile, email, fax	Mobile, VoIP, LAN, email, fax	LAN, email, fax	Email, fax	Mobile, LAN, email	Mobile, LAN, messaging, email, fax	Mobile, email	Mobile, VoIP, LAN, messaging, email, fax	Mobile, VoIP, LAN, email	14.121863799283148	10.896057347670252	7.6702508960573468	7.3835125448028673	6.8100358422938845	4.946236559139785	3.7275985663082452	3.655913978494624	3.2974910394265242	2.7240143369175778	Medium	Mobile, LAN, email, fax	Mobile, email, fax	Mobile, VoIP, LAN, email, fax	LAN, email, fax	Email, fax	Mobile, LAN, email	Mobile, LAN, messaging, email, fax	Mobile, email	Mobile, VoIP, LAN, messaging, email, fax	Mobile, VoIP, LAN, email	15.238095238095237	7.6190476190476186	12.380952380952381	7.6190476190476186	6.666666666666667	3.8095238095238027	6.666666666666667	1.9047619047619109	4.7619047619047619	4.7619047619047619	Total	
14.2	10.666666666666716	8	7.4000000000000012	6.8000000000000007	4.8666666666666663	3.9333333333333331	3.5333333333333341	3.4000000000000004	2.8666666666666667	Per cent of businesses in each category



Dial-up	ISDN	Broadband	Don't know	3.3	2.8	86.6	7.2	

Total	74.900000000000006	9.3000000000000007	3.6	2.2000000000000002	1.6	1.4	7.1	Small	ADSL	Cable/ Fibre	Datacards*	NBN †	Satellite	Other 	Don't know	75.099999999999994	9.4	3.8	2.2999999999999998	1.7	1	6.6	Medium	ADSL	Cable/ Fibre	Datacards*	NBN †	Satellite	Other 	Don't know	70.7	6.6	1.3	0	0	6.7	14.7	 Per cent of  SMEs in each category

Internet	1800 number	Telephones	Other	Marketing/advertising	Don't know	Purchasing/set up	Full management	Website design/maintenance/NFI	Ongoing service/help/support	2.5	3.1	3.4	3.5	3.9	9.6	16.100000000000001	19.3	19.5	42.4	Per cent of businesses outsourcing (17% of SMEs)

Very Satisfied	Medium	Small	Total	32	25.987841945288753	26.412429378530724	Satisfied	
Medium	Small	Total	49	45.136778115501563	45.409604519773794	Neither satisfied nor dissatisfied	Medium	Small	Total	11	18.313069908814775	17.79661016949153	Dissatisfied	Medium	Small	Total	4	7.2188449848024323	6.9915254237288131	Very dissatisfied	
Medium	Small	Total	3	2.8875379939209802	2.8954802259886967	Per cent of SMEs connected to the internet

Very Satisfied	
Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	14.773110691037235	13.976319315132125	18.09178065366822	18.841490186223862	18.190179588644448	20.848150820014638	24.663544818102952	Satisfied	Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	33.720835021550513	34.215935545168442	35.268747679436856	35.807259497896723	37.284796446909112	38.919884631836382	47.79230624798015	Neither satisfied nor dissatisfied	Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	19.469224568392889	19.822585449663372	18.004534539155582	17.874159479685641	16.539985684860831	22.872105384271126	16.222624413947489	Dissatisfied	
Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	7.7140812122974358	8.2109464226975479	6.8285613849826934	6.6075520123782265	3.52005601821722	10.055114697582178	5.3315422938951924	Very dissatisfied	Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	5.6997265441362375	2.8990274458205905	5.0040870145876095	6.3812485794271527	2.2786341606655602	4.6883492555139483	2.9068626551335934	Don’t know	
Speed of repairing faults	Cost	Technical support	Customer service	Billing information	Data speed	Service reliability	18.623021962585806	20.875185821518151	16.802288728169056	14.488290244387954	22.18634810070288	2.6163952107812531	3.0831195709411348	Per cent of SMEs connected to the internet

Small	Desktop computer	Laptop computer	Smartphone	Tablet	Other mobile	None	Other	86.564860915765706	53.5	39.84754958397717	22.819565659848909	11.438413798759937	2.7093857935714651	0.2552485046584172	Medium	Desktop computer	Laptop computer	Smartphone	Tablet	Other mobile	None	Other	96.003042251265938	72.465624562176444	49.499629725997245	40.624061805736019	22.031303164341605	0.91867982306907736	0.99673758581350158	Total	
Desktop computer	Laptop computer	Smartphone	Tablet	Other mobile	None	Other	87.230585268959445	54.817171390615307	40.528361340089212	24.075410007326724	12.185585756012976	2.5830779243330437	0.30754961240419393	Per cent of businesses in each category

None	0	1-4	5-19	20-199	23.1	9.4	4.0999999999999996	2	One	0	1-4	5-19	20-199	22.5	33.300000000000004	32.800000000000004	18.399999999999999	Two	0	1-4	5-19	20-199	25.4	21.4	27.1	17.3	Three	0	1-4	5-19	20-199	21.3	20.8	21.2	29.6	Four	0	1-4	5-19	20-199	5.3	13.9	12.5	25.5	Five	0	1-4	5-19	20-199	2.4	1.2	2.2999999999999998	7.1	Business employment size
No. of devices
Small	Desktop only	Desktop, laptop	Desktop, laptop, smart phone	Desktop, laptop, smart phone, tablet	Desktop, smart phone	Desktop, laptop, tablet	Laptop	None of these	Desktop, smart phone, tablet	Desktop, laptop, smart phone, other mobile, tablet	28.538812785388128	13.622526636225318	11.339421613394222	10.426179604261796	5.4033485540334913	3.5768645357686344	3.7290715372907202	2.7397260273972601	2.5114155251141423	1.9025875190258814	Medium	Desktop only	Desktop, laptop	Desktop, laptop, smart phone	Desktop, laptop, smart phone, tablet	Desktop, smart phone	Desktop, laptop, tablet	Laptop	None of these	Desktop, smart phone, tablet	Desktop, laptop, smart phone, other mobile, tablet	16.831683168316911	13.86138613861387	14.851485148514854	17.821782178217823	0.99009900990099009	6.9306930693069324	0	0.99009900990099009	1.9801980198019844	6.9306930693069324	Per cent of businesses in each category

social network sites for marketing	marketing\advertising online	government websites	business research	selling products\services online	buying goods\services online	receiving payments online	paying bills online	banking online	video conferencing	electronic communications	Marketing	Search/ submission of information	Financial transactions	Communications	25.7	55.7	56.1	65.7	31	54.1	71.099999999999994	75.900000000000006	77.400000000000006	13.5	94.2	Per cent of businesses connected to the internet

Medium	Video conferencing	Using social network sites	Selling products\services	Marketing\advertising	Buying goods\services	Government websites	Business-related research	Receiving payments	Paying bills 	Banking 	Communications	34.0441927026	31.222104357224289	44.256749994996305	74.417068630786773	49.787843003822744	53.910894061604878	64.890018613774188	68.304545363569019	68.263515001100927	68.297540179733005	97.151892400376283	Small	Video conferencing	Using social network sites	Selling products\services	Marketing\advertising	Buying goods\services	Government websites	Business-related research	Receiving payments	Paying bills 	Banking 	Communications	11.938375809974456	25.249547417428992	29.984298310814218	54.32792058258881	54.439793218025613	56.233935408753062	65.725553321142897	71.341985222476083	76.478322396870198	78.050163324927667	93.974305774056759	Per cent of businesses connected to the internet in each category 

Small	2009	2010	2011	2012	2013	Intend to have	54	60	66	60	64	10	Medium	2009	2010	2011	2012	2013	Intend to have	85	89	88	94	90	4	Total	
2009	2010	2011	2012	2013	Intend to have	56	61	67	62	66	9	Per cent of businesses in each category

Researched a product or service to buy	Jul-12	Aug-12	Sep-12	Oct-12	Nov-12	Dec-12	Jan-13	Feb-13	Mar-13	Apr-13	May-13	Jun-13	4820	4692	5273	4682	5057	5274	4836	5152	5420	5431	5170	5267	Used price comparison websites	Jul-12	Aug-12	Sep-12	Oct-12	Nov-12	Dec-12	Jan-13	Feb-13	Mar-13	Apr-13	May-13	Jun-13	1560	1714	1702	1481	2059	1708	1642	1979	1821	1927	1848	1641	Read online catalogues	Jul-12	Aug-12	Sep-12	Oct-12	Nov-12	Dec-12	Jan-13	Feb-13	Mar-13	Apr-13	May-13	Jun-13	1885	1800	1978	1575	1774	1717	1666	1814	1848	1923	1871	1945	Purchased a good/service online	Jul-12	Aug-12	Sep-12	Oct-12	Nov-12	Dec-12	Jan-13	Feb-13	Mar-13	Apr-13	May-13	Jun-13	2445	2590	3047	2552	2591	3418	2421	2801	2854	2629	3088	2775	
Number of people ('000)

1-2	
Small	Medium	Total	10.368663594470046	10.101010101010042	10.357142857142938	3-4	Small	Medium	Total	14.439324116743471	13.131313131313046	14.357142857142938	5-6	Small	Medium	Total	25.192012288786479	22.222222222222072	25	7-8	
Small	Medium	Total	29.109062980030721	29.292929292929092	29.142857142857231	9+	Small	Medium	Total	20.890937019969279	24.242424242424079	21.142857142857231	Business size
Per cent of businesses  using the internet

1-2	
Metropolitan	Regional	10.228802153431998	10.134128166914968	3-4	Metropolitan	Regional	14.804845222072679	13.561847988077496	5-6	Metropolitan	Regional	26.379542395693129	22.950819672130983	7-8	
Metropolitan	Regional	28.263795423956932	29.508196721311478	9+	Metropolitan	Regional	19.246298788694531	22.801788375558864	Per cent of businesses using the internet in each location

Instagram	Gumtree	Googleplus	Website \ our own website	Blogging sites	Pinterest	Don't know	Other (Please specify)	Youtube	LinkedIn	Twitter	Facebook	0.80180943680729588	0.95672320239498099	1.3246090009575531	1.3595540244560249	1.9128960894592659	2.4224880856730864	2.5463090350771074	4.3012646246299324	10.437280561761922	21.391307219036591	23.697128454604702	87.752182000285785	Per cent of businesses using social networking for marketing purposes

Researched a product or service to buy	Jul-12	Aug-12	Sep-12	Oct-12	Nov-12	Dec-12	Jan-13	Feb-13	Mar-13	Apr-13	May-13	Jun-13	1111	1017	1151	1103	1291	1431	982	1252	1175	1317	1230	1311	Read online catalogues	271	343	277	265	345	336	243	380	309	399	298	305	Used price comparison websites	276	180	201	156	371	213	222	252	373	167	219	163	Purchased a good/service online by mobile	303	274	318	401	482	535	245	357	490	464	387	627	Number of people ('000)

Small	Cloud computing	Mobile-optimised website	Developed a mobile app	46.5	17.600000000000001	2.9	Medium	Cloud computing	Mobile-optimised website	Developed a mobile app	51	27	13.9	Total	Cloud computing	Mobile-optimised website	Developed a mobile app	46.8	18.3	3.7	Per cent of businesses using the internet

Health and community services	Accommodation, cafes and restaurants	Electricity, gas and water supply*	Retail trade	Transport and storage	Education*	Manufacturing	Agriculture, forestry, fishing and hunting	Finance and insurance	Cultural and recreational services	Mining*	Construction	Personal and other services	Property and business services	Wholesale trade	Communication services*	20.634920634920636	26.666666666666668	28.571428571428577	32.5	32.8125	33.333333333333336	33.75	37.5	39.130434782608695	40	44.444444444443903	44.720496894410012	45.614035087719294	47.197640117994098	50.793650793650812	66.666666666666671	Per cent of businesses in each industry 
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