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Overview

SARS-CoV-2 (COVID-19) ushered in a new decade fraught with social and
economic upheaval and uncertainty.

As the pandemic spread across the globe, it triggered shocks and shifts to social
institutions, norms, and to the global economy.' Health and safety measures,
restrictions, and lockdowns have uprooted almost all aspects of life. Despite the
promise of vaccines, many unknowns remain and there is no “silver bullet” solution in
sight.?

The timing of these global shifts is especially challenging as it coincides with the
commitment of countries around the world, including Canada, to achieve the

goals set out in the Agenda for Sustainable Development by 2030.3 The seventeen
Sustainable Development Goals (SDGs) and their targets, announced in 2015, were
meant to provide a blueprint for countries to “...stimulate action over the next 15 years
in areas of critical importance for humanity and the planet.” Prior to the pandemic,
countries had been making progress—albeit uneven—towards

the global SDGs. However, the pandemic has threatened to reverse progress

on the goals.®

The timing of these global shifts is especially challenging
as it coincides with the commitment of countries around

the world, including Canada, to achieve the goals set out
in the Agenda for Sustainable Development by 2030.

As Canadian policymakers and business leaders prepare for the future, decision-
making tools are needed that can help them to consider how emerging risks and
opportunities associated with environmental, economic, political, and technological
forces may impact their organizations, sectors, and communities. Strategic foresight
methods can enable this application, especially in times of high uncertainty.®

These methods can be used to identify and shape an understanding of the future,
helping leaders to consider “...a variety of plausible future developments in order to
identify implications for policies today.”” They therefore provide an opportunity for
organizations to be able to anticipate future implications, risks, and opportunities.®

Recognizing the shifting and uncertain landscape, and the need to understand the
potential positive and negative impacts of emerging trends, the Horizontal Policy Unit
(HPU) of the Social Innovation and Community Development Directorate? (SICDD)
of Employment and Social Development Canada engaged KPMG LLP to identify ten
societal megatrends and forces that may affect Canadian businesses and industries,

Megatrends: A View Beyond the Horizon 5



and impact communities between now and 2030. Identifying megatrends is an
important exercise because megatrends are drivers that can influence all aspects of
society, the economy, and environment. As stated in the Report of the UN Economist
Network for the UN 75th Anniversary: Shaping the Trends of Our Time,® megatrends “...
all result from human activity. As such they can be influenced by human decision and
policies, their impacts attenuated or accentuated, their energy redirected.”" Therefore
understanding the interlinkages between these trends and how organizations and
industry sectors both contribute to and are impacted by them is a beneficial exercise,
especially as organizations and sectors seek to understand their environmental and
social footprint through an Environmental, Social and Governance (ESG) lens.

“Megatrends can be influenced by human
decision and policies, their impacts attenuated
or accentuated, their energy redirected.””

The ten megatrends identified in this report were selected from a broader list of
thirty-five trends,”?based on the views of twenty-five leaders from Canadian industries,
government, academic, and non-governmental organizations. Some of these trends
can be perceived as facilitators or enablers, enhancing opportunities across industries
and sectors, while others are perceived as disruptive: trends that can, over time,
fundamentally change the trajectory of society, entire industries, and the economy.
The ten megatrends are described in Part 2 — Megatrends and provide context
about the impacts, risks and opportunities that Canadian businesses and society could
anticipate between now and 2030. The trends are also viewed through an ESG lens
to establish linkages to the SDGs.

In the third part of this report, the ten megatrends are incorporated into “alternative
futures” or “generic” scenarios, in order to develop hypothetical narratives of four
completely different trajectories. These four scenarios may be used by policymakers
and organizations to think about vastly different futures, helping them take the many
outcomes and components of an uncertain future into consideration. These scenarios
are outlined in Part 3 — Scenarios.

Megatrends: A View Beyond the Horizon 6
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How we recomiiigtidl using this repor

Policymakers and business leaders can use the ten megatrends
presented in this report (as well as the remaining twenty-five trends
listed in Appendix A) to better understand how these trends interact
with and affect their businesses, sectors, and their communities.

Megatrends can be used as inputs to gauge broad
societal changes in foresight initiatives.

Organizations can use this report to:
+  Consider how the megatrends may impact their operations from now until 2030,
« Assess the various risks and opportunities associated with the megatrends,

+ Include the megatrends and scenarios as general inputs in risk management
initiatives,

+ Understand the organization’s governance and roles in relation and response to
the megatrends, and

+ |dentify opportunities for collaboration on the longer-term impacts of trends.

Equally, industry and trade associations can use this report to consider how the
megatrends may impact their sector’s (i.e. members’) operations from now until 2030.

Megatrends can be used as inputs to gauge broad societal changes in foresight
initiatives such as scenario planning, which is described in Part 3. As it is impossible

to predict the future, these trends should only be used as considerations throughout
risk assessments or strategic planning processes. The insights shared in this report

can be used to gain a better understanding of how different future pathways affect
the UN SDGs, depending on the context of the organization and industry. Some
megatrends and SDGs may be more relevant than others, and therefore organizations
or associations may prioritize them to to help inform strategic action and approaches
to support meeting these goals.

Megatrends: A View Beyond the Horizon 7
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As of 2020, Canada’s global rank was 21 out of 166 countries, trending
towards being “on track or maintaining SDG achievement” in only four
of the SDG categories, 1,3, 4, and 8.1
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The only SDG achieved at this time was 4 — Quality Education.” Three SDGs
including 12 - Responsible Consumption and Production, 13 - Climate Action, and
17 - Partnerships for the Goals were identified as “major challenges” with the
remainder of the goals categorized as either “significant” or remaining challenges.’®

In 2021, Canada published “Canada’s 2030 Agenda National Strategy: Moving
Forward Together” which outlined a “whole of society” vision in working toward

the UN SDGs."? Within this “whole of society” approach, the report highlighted an
opportunity for businesses, and the private sector more generally, to contribute to the
SDGs through, “sustainable growth, quality jobs, and the well-being of employees and
the communities in which they operate.”?° The report suggests that their contributions
can be measured through commitments to ESG and initiatives such as B-Corporation
certification and Carbon Disclosure Projects.”!

As will be discussed in Part 2, the megatrends present both opportunities and risks to
organizations and society, which can either support or hinder efforts toward achieving
the SDGs. For example, the digital and data economy stands to impact numerous
industries and transform businesses, potentially supporting the achievement of some
SDG targets. However, at the same time, digital transformation may involve

potential risks which can impact employment and further exacerbate inequalities.
Similarly, climate change, if left unchanged will continue to negatively impact
ecosystems, which has downstream effects on sustainability, nature/species loss, and
water scarcity.

Megatrends: A View Beyond the Horizon 8
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On March 11, 2020 the World Health Organization declared that the
spread of COVID-19 had reached the pandemic threshold.22

Leading up to that moment, there was mounting speculation and concern about
the spread of the virus, and what that meant for health, safety, travel, the work
environment, and its potential impact on society and the economy.?

Fast forward a year, and indeed, COVID-19 has disrupted many norms
and social practices, and as a result, large parts of the economy.
Strengths and weaknesses of Canadian institutions, government,
and Canada’s social fabric and economy have been highlighted,
providing opportunities for Canada to change, re-position and
re-build.?

' The pandemic’s role can be likened to a catalyst, accelerating
some trends, while at the same time slowing others down, without
necessarily changing the underlying nature of the trends. As a result,
rather than treat the pandemic as a stand-alone trend in this report, we
have chosen to consider its impact on each of the underlying trends. For
example, automation and the workforce was already a trend prior to the
pandemic, however, the pandemic may have the effect of accelerating it.

Megatrends: A View Beyond the Horizon 9
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Megatrends

Megatrends can generally be defined as “..large-scale social, economic,
political, environmental or technological changes that are slow to form but
which, once they have taken root, exercise a profound and lasting influence
on many if not most human activities, processes and perceptions.”

The ten megatrends highlighted in this report represent a mixture of technological,

social, environmental, and global trends. However, all the trends have societal
implications.

Figure 1 provides an overview of the ten megatrends and the extent to which these
are perceived as representing risks or opportunities in relation to five impact areas:
business and profitability, employment, health and wellbeing, social cohesion
and the maintenance of resilient ecosystems within Canada over the next decade.?

Figure 1. Megatrends - Addressing the risks while realizing the opportunities, KPMG (2021).”

Megatrends

01 Digital and Impacts of Shifting social Future skills De-
data economy climate change norms and and work carbonization
values

Globalization Automation False Technology,
in a state and the information sustainability
of flux workforce & urbanization

Impact on RISKS OPPORTUNITIES
Business and . . P
@ profitability Technology, sustainability and urbanization |
Digital and data economy I
@ Employment De-carbonization I
Future skills I
Health & Shifting social norms and values I —
Wellbeing Automation and the workforce [ |
Globalization in a state of flux I
COVID-19: social inequalities I
The impacts of climate change I R
@ Resilient False information |
ecosystems

Scenarios

01 Continued growth 02 Collapse 03 Discipline 04 Transform

How organizations and associations should address the megatrends and scenarios
P> Identify the risks and opportunities related to your organization, value chain and sector

> Consider how your organization or sector can seize the opportunities and mitigate
the risks associated with the scenarios and trends

> Understand the role your organization or sector plays within the social, economic,
technology and environmental context of the scenarios and trends

> Determine the role of your organization or sector in promoting or preventing
the outcomes associated with these scenarios and trends

Megatrends: A View Beyond the Horizon 13



When risks and opportunities are tracked exclusively against the three impact areas
that are predominately “social” in nature, (i.e. employment, health and wellbeing, and
social cohesion), the top five trends remain the same as shown in Figure 1. However,
it is evident that risks become more predominant than opportunities.

Figure 2. Megatrends and “social” impact areas - employment, health and wellbeing, and
social cohesion, KPMG (2021).

RISKS OPPORTUNITIES
Technology, sustainability and urbanization ]
De-carbonization I
| m paCt On Shifting social norms and values ]
Digital and data economy I ——
@ Employment
Future skills I
Health & COVID-19: social inequalities I N
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Social The impacts of climate change | N
cohesion

False information I
Globalization in a state of flux I

m Critical risk m Significant risk m Significant opportunity

It is important to consider that while the trends themselves may be thematically
different, megatrends are strongly interconnected. There is overlap between some
aspects of trends or themes, and there can be a direct impact or correlation
between them.?8

Megatrends are strongly interconnected.

Figure 3 shows the level of interconnectivity between the ten megatrends identified,
with those trends related to the digital and data economy and the impact of
climate change being the most connected megatrends. The expansion of the digital
and data economy and the associated adoption of new technologies along with the
response to climate change are seen as primary drivers of both risk and opportunity
over the next decade for Canadian businesses.

Megatrends: A View Beyond the Horizon



Figure 3. Connection between megatrends, KPMG (2021).
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Note: The thickness of the lines indicate the volume of connections between the megatrends. The
thickness of the rings illustrate the volume of total connections.

At a point when questions are being raised about the underlying purpose of ‘the
corporation’, businesses face significant pressures to expand beyond traditional
measures of success to more effectively capture environmental and social

performance through enhanced ESG models. The nature of the megatrends identified
in this report suggests that the strength of these ESG models will be a key determinant

in whether the risks or the opportunities identified in this report will ultimately
materialize over the next decade.

Megatrends: A View Beyond the Horizon
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Methodology

The ten megatrends described in this report were selected based on
survey responses. A literature review was initially conducted on a
range of reports, articles and research from academic, private sector,
government, civil society and other sources.

Through this review, thirty-five trends?” that could have a potentially significant and
lasting societal impact on individuals, communities, societies, organizations, and
industries were identified. They ranged from automation in the workforce, to species
loss, and shifting social norms. Next, a five-part survey and accompanying survey
guide consisting of these thirty-five trends, described in short, high-level paragraphs
were developed and provided to an advisory group comprising of leaders of
Canadian industries, government, and NGOs. In total, twenty-five completed surveys
were received.

Through this review, thirty-five trends were identified
that could have a potentially significant and lasting
societal impact on individuals, communities, societies,
organizations, and industries.

In the survey, respondents were first asked to select five trends in each of a number of
“impact areas” comprising (i) business and profitability,*° (i) employment,? (iii) health
and wellbeing,* (iv) social cohesion,** and (v) resilient ecosystems,** in order to pre-
create a universe of options for the subsequent questions. They were then asked to
identify whether the trends they had selected for each impact area was a significant
opportunity or risk, or critical risk.>

The respondents were next asked to select the top five trends that they were “most
concerned about and/or present the greatest opportunities for Canadian businesses
and society through to 2030 from this pre-populated universe of options, and to
provide feedback on opportunities and risks. The ten megatrends were determined
based on the highest number of responses. The remaining identified trends are all
listed in Appendix A.

Megatrends: A View Beyond the Horizon 16



The megatrends listed below were further developed to describe their impact on
businesses, key themes for organizational responses to them, linkages with other

trends and with the key SDGs. They can be categorized into four thematic areas:

environment, technology, society and globalization and include:

01
02
03
04
05
06
07
08
09
10

Digital and data economy

The impacts of climate change
Shifting social values and norms
Future skills and work
De-carbonization

COVID-19: social inequalities
Globalization in a state of flux
Automation and the workforce
False information

Technology, sustainability and urbanization

As mentioned above, megatrends are interconnected, and this is highly visible in
some of the responses that have been highlighted below where participants were
asked about opportunities and solutions.

Megatrends: A View Beyond the Horizon
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01 Digital and data‘economy

The collection and use of data have enabled digital transformation in
ways that were unimaginable just a decade ago.

Data have become the single most important driver in the digital economy, allowing
individuals and companies to glean insights into their products, consumer behaviour,
health, and the environment to create data-driven solutions. Digital and data
economy is the megatrend that is most connected or correlated with the remaining
thirty-four megatrends. This megatrend has transformational properties and has both
enabled and facilitated the development of technology and transformation across the
economy and society.

It was estimated that in 2017 “[t]he nominal gross domestic product (GDP) associated
with digital economic activities was $109.7 billion, or 5.5%.." of Canada'’s total
economic activity.3¢ Data have enabled new industries and technologies and have
enhanced existing business models. Artificial intelligence, the Internet of Things (loT),
5G networks, and quantum computing will further transform the digital landscape.
COVID-19 has accelerated digital transformation for many industries and will continue
to do so for the foreseeable future.’”

This megatrend has transformational properties.

Figure 4. Statistics Canada “Digital Economy Gross Domestic Product as a Proportion of the
Total Economy, by Province and Territory, 2017” 3

o
-
N
w
IN
ol
o
~
[«

Canada

Newfoundland and Labrador
Prince Edward Island
Nova Scotia

New Brunswick

Quebec

Ontario

Manitoba

Saskatchewan
Alberta

British Columbia
Yukon

Northwest Territories

Nunavut

Megatrends: A View Beyond the Horizon 19



Organizations that aim to harness data and analytics can benefit from various
opportunities including gaining a competitive advantage and developing insights to
make informed and strategic decisions. As a facilitator of technological enablement
across all industries, the digital and data economy clearly has an impact on business,
profitability and employment (see Figure 5).

Figure 5. Impact of digital and data economy on Canadian businesses and society, KPMG (2021).

Business and Emplovment Health and Social Cohesion Resilient
Profitability ploy Wellbeing and Equality Ecosystems
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I Opportunity Bl Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

However, it is also important for organizations to consider the risks and impacts
(legal, social, and ethical) associated with the digital and data economy, including
concerns about the pervasiveness of data-collection and use, relating to data
governance, privacy and security.? This megatrend was negatively connected with
the cyberattacks megatrend (Appendix A), as the acceleration of the digital and
data economy increases the risk of such attacks from happening.

This megatrend is strongly connected with the future skills and automation and the
workforce megatrends. This relationship highlights the digital and data economy’s
impact on the future of work and the importance of ensuring that the risks and
opportunities related to the ability of the workforce to adapt to transformed industries
are considered (see Figure 6, employment impact area).

Finally, organizations can seize opportunities in ways that can benefit people, society
and the environment. While the digital and data economy was perceived to have, at
most a weak perceived connection with social cohesion and equality, health and
wellbeing, and resilient ecosystems, there are opportunities for organizations to use
data and analytics to drive positive social and environmental outcomes.
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Figure 6. The Impacts of digital and data economy: risk and/or opportunity? KPMG (2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

Overall, the digital and data economy megatrend stands to benefit businesses and
is seen as more of an opportunity than as a risk (Figures 5, 6). This megatrend has a
broad reach across all industries and is connected to all of the other megatrends.
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Data are both an input and output for many technologies and are 5 facilitator for
transformation across all industries and sectors - it therefore plays an important role
in achieving the SDGs.*° For example, the use of data and artificial intelligence for
the development of digital health can help achieve many of the targets in SDG 3.4
Similarly, the use of data can benefit innovation in agri-tech, linked to vertical and
sustainable farming, that can impact SDGs 2, 11, and 15.

Key themes for organizational responses

+ Ensure that the legal, ethical and social aspects of data collection and
use, and the impacts of technology are considered.*? Risks can be
identified and assessed through tools like privacy impact assessments,
standards and risks assessments related to technology.**

+ Enable continuous learning initiatives, including reskilling and
upskilling in order to ensure that as organizations and industries are
being transformed in various ways (e.g. through digitization, artificial
intelligence, automation), employees can adapt to the new landscape.
Promote technical skills, digital literacy efforts and soft skills.*

+ Integrate a purpose-driven tech-for-good agenda that is inclusive
in its application to communities and promotes sustainable growth
for society.*> This could take numerous forms such as ensuring
accessibility,* supporting innovation for the environment,*” or
collaborating with partners to help the community.*®
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02 The impacts of‘climate change

At the current level of global policy implementation, the average global
temperature will Likely increase over 3°C above pre-industrial levels by
2100, passing 1.5°C between 2030 and 2052.

An increase of 2°C is considered the limit or tipping-point, beyond which changes

to climate systems and corresponding impacts are irreversible. Seemingly, small
temperature changes can create a multiplier effect on various (climate) metrics
including, sea level rise, temperature (average, extremes), rainfall, drought, storms and
flooding, ice coverage and permafrost, as illustrated in the figure below.

Figure 7. What half-degree change means: impacts of 1.5°C vs 2°C (at the global level).*’

1.5°C 2°C 2°C Impact
EXTREME HEAT
Global population exposed to o 0 2.6x
severe heat at least once every 14% 37% worse
five years
SEA LEVEL RISE
Amount of sea leavel rise 0.4 0.46 0.06m
by 2100 meters meters more
SPECIES LOSS: PLANTS 5
Plants that lose at least half 8% 16% ?(
of their range worse
Insects that lose at least half 6% 18% Wzi(se
of their range
PERMAFROST 0
Amount of Arctic permafrost .”.4'8k 5 .”.6°6k 5 38%
that will thaw million km million km worse
FISHERIES 1.5 3 2x
Decline in marine fisheries million tonnes  million tonnes worse
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The early consequences of exponential climate volatility and disruption are already
being observed. Although direct cause and effect is often approached with some
hesitation, the scientific field of extreme weather attribution has shown that climate
change may be a contributing factor to extreme weather events. For example,
research suggests that “the 2017 record-breaking B.C. wildfires were made 2 to 4
times more likely” due to climate change;*® “the 2018 northern hemisphere heatwave,
which killed 74 people in Quebec, would have been “impossible” without climate
change”;*' and, “1-in-100-year flood events in Toronto and Montreal are expected to
become 1-in-15 year events by the end of the century as a consequence of climate
change”*? This comes at a cost. The Insurance Bureau of Canada (IBC) notes that
2019 was the seventh most costly year on record, with $1.3 billion in insured damages
because of rain, snow, floods, and windstorms. More generally, IBC notes an increase
in the financial losses from extreme weather (events) experienced by insurance
providers, homeowners, governments, and taxpayers.>* Already, governments and
businesses are looking for measures to enhance climate resilience.

Research suggests that climate adaptation is estimated
to cost Canadian municipalities $5.3 billion annually.

Research suggests that climate adaptation is estimated to cost Canadian
municipalities $5.3 billion annually.** Although the impacts of climate change are
primarily adverse in nature (e.g. sea level rise, extreme weather events, wildfires,
health impacts) and the megatrend is seen as more of a risk than an opportunity
(Figure 8), there can also be positive impacts. For example, canola and cereal

yield could increase 10-20% in Western Canada by 2100, from extension of the
growing season by 50 days and frost free season by 40 days by 2050, benefiting
the agriculture sector (offset by factors including increase in precipitation extremes,
annual moisture deficits and reduced nutritional content given higher CO2 levels).>

Figure 8. The Impacts of Climate Change: risk and/or opportunity? KPMG (2021).

Business and Emplovment Health and Social Cohesion Resilient
Profitability ploy Wellbeing and Equality Ecosystems
N=15 N=2 N=14 N=7 N=26
I Opportunity Il Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.
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It is important to note that climate change should not be looked at in isolation, as the
effects trickle down in a variety of ways. As found in this study, the impact of climate
change is the second most connected megatrend, meaning that it is perceived as an
accelerator of many other, mostly environment-related, megatrends including
de-carbonization, nature/species loss and technology, sustainability and
urbanization, water security and the circular economy. For example, as
businesses and society are more adversely impacted by the physical impacts of
climate change, it increases the urge to avoid the rapid warming of the planet

(e.g. through de-carbonization) and rethink the way we use our resources

(e.g. through circularity). Similarly, as climate change persists, it will accelerate nature/
species loss and compromise water security.

Climate change is seen as having an adverse effect on ecosystem resiliency, while
also impacting business and profitability and health and wellbeing, and to a lesser
extent social cohesion and equality and employment (see Figure 9).

Figure 9. Impact of Climate Change on Canadian businesses and society, KPMG (2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.
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The climate change megatrend can have a significant impact on most of the
SDGs.** While the connection between SDGs 6, 7, 12, 13, 14, and 15 are clear and
direct, issues like poverty, hunger, and health are also impacted and linked to the
impact of climate change. For example, as for poverty (in the Canadian context
understood as financial hardship), extreme weather events and changing weather
patterns could destroy homes, affect yields and compromise the livelihood of
vulnerable populations.
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Climate change is perceived as an accelerator
of many other megatrends.

Key themes for organizational responses

Create an understanding of organizational exposure to physical climate
risks (acute and incremental) across operations, value chain and asset
classes, recognizing different warming pathways (e.g. scenario analysis).
Consider all relevant impact areas, such as damage to or accelerated
depreciation of infrastructure/assets, impacts on yield /output, ability
to deploy workforce safely (e.g. during heatwaves), year-round
accessibility of operations. Use this understanding to detect vulnerable
areas and inform adaptation measures. The recommendations of the
Task Force on Climate-related Financial Disclosures provide a starting
point for developing organizational responses.

Consider exploring both organizational adaption measures |(i.e. prevent)
and emergency preparedness plans (i.e. respond) for areas subject

to greatest risk. In terms of adaptation, consider physical/hardening
measures (e.g. maintain clearance from tree lines, installation of water
blockades for flood protection) and/or administrative measures (e.g.
business interruption insurance) as see fit.
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03 Shifting social'fiorms and valies™ "

Prior to COVID-19, the future economic and social landscape was
thought to be widely shaped by Gen Z values and greater organizational
purpose and accountability.s”

While this may still be the case, COVID-19 is now the central focus as governments,
organizations and individuals have collectively experienced the pandemic’s social,
emotional, and economic impacts.

As COVID-19 has settled in, it has become apparent that, af least in the short term,
the pandemic has caused shifts in the way individuals socialize with one another
(distantly), consumer expectations [ecommerce), medical and public services (digital
health),*® and how they spend their money.*? There has also been a heightened
awareness of societal inequities and interconnectedness.®® The extent of the long
term impacts, (i.e. whether these values and norms take root or evolve), will not be
known until the trajectory of COVID-19 becomes more clear.

The shifting social values and norms megatrend is highly connected to the other
thirty-four megatrends, as it creates a new order for how people perceive the world
and inform their actions. Norms are shaped over time and through interactions — they
are informal rules that help govern society.®' As a result, the three trends that correlate
or connect with this megatrend most closely include COVID-19: social inequalities,
and the two most connected trends, digital and data economy and the impacts of
climate change.

Figure 10. Impact of shifting social values and norms on Canadian businesses and society, KPMG (2021).

Business and Health and Social Cohesion Resilient
Profitability Sl TS Wellbeing and Equality Ecosystems
N=12 N=5 N=3 N=15 =5
I Opportunity Il Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity fo the impact category.
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This megatrend was perceived as having the most likelihood of impacts (leading to
both risks and opportunities) on social cohesion and equality and business and
profitability (Figure 10). Organizations may continue to be impacted in various ways
including having to shift to adhere to expectations of new service delivery models,
spending, and consuming habits.

In addition to meeting evolving product and service demands, there is also an
enhanced focus on the way that organizations are navigating new social values and
norms. Organizations have an opportunity to be deliberate about how they engage
with and address societal issues (e.g. gender inequality, racism, and climate change).t?

This megatrend also had a strong connection with accountability and social justice
themed trends (Appendix A), indicating that social norms and values can create
expectations and have the potential to impact corporate accountability, responsibility
and purpose. The failure of organizations to align with these values can result in

harm (e.g. reputational, and eventually, financial harms|) but also impact society
including vulnerable communities. This perceived risk is highlighted for business and
profitability in Figure 10, demonstrating an opportunity for organizations to get in
front by making this area a priority.

Figure 11. The Impacts of shifting social values and norms: risk and/or opportunity?, KPMG
(2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

This megatrend was overall perceived as both an opportunity and a risk for Canadian
businesses. Shifts in social values and norms can impact various SDGs.
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Shifts in social norms and values can create new expectations for organizations
and therefore have a broader impact on society. For example, prolonged social
distancing requirements due to COVID-19, may create a shift in norms related to
how we interact, consume or work, even when the restrictions are eventually fully
removed. This can increase online activity, accelerate innovation, and the adoption
of technology, and remove or create barriers for vulnerable populations. This might
also impact climate change in a positive way, as there may be millions less people
commuting to the workplace.
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Social norms and values can create expectations
and have the potential to impact corporate
accountability, responsibility, and purpose.

Key themes for organizational responses

» Engage with stakeholders to understand and adapt to new expectations
in service delivery. Adopt new models and pivot where possible to
align with shifting consumer expectations, recognizing that different
segments of society may have differing needs and expectations.

« Demonstrate a clear corporate purpose or corporate social purpose
and ensure that the values that are being articulated are integrated
within the organization’s business model, strategy and throughout their
operations® as well as more broadly through transparent reporting on
progress.

+ Ensure that that the organization’s social commitments are aligned with
internal operations. For example, when diversity and inclusion goals
are developed, they should be integrated across people, processes,
governance, and technology. This would encompass a review of hiring
and retention practices, training and advancement opportunities for
systemic biases.
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Transitioning to eventual disruptive “future of work” scenarios due to
artificial intelligence, automation of work, and digital platforms was
already anticipated and underway.e

However, over the last year, Canadians have experienced a seismic shift in the way
they work and conduct business due to COVID-19.9° Social distancing requirements
and the adoption of technology due to the pandemic has significantly transformed
some industries (e.g. hospitality, travel), while others have gone through different
types of transformation due to changes in the sector (e.g. non-digital, such as the
energy industry).%¢ The impact on employment due to all of these technological and
non-technological transitions is likely why future skills and work was selected as one
of the ten megatrends.

Given the changes in work and organizational needs, there is a push for reskilling

or upskilling in order to succeed in this rapidly-evolving environment.” COVID-19
has further underscored the need for digital literacy skills and technological
competencies, however, core adaptable diverse skillsets and traits have also emerged
as critical.%®

Given the changes in work and organizational needs,
there is a push for reskilling or upskilling in order to
succeed in this rapidly-evolving environment.

A further component of the future skills and work is the way they are being delivered.
An often cited aspect of the “future of work” is the rise of the “gig economy” which

is comprised of individuals who do not engage in traditional employment (i.e. with
one employer), but who may take on alternative models of flexible work with a

few organizations, (i.e. “unincorporated self-employed workers”).¢” While this term
was typically associated with direct-to-consumer sharing economy platforms and
delivery services, there has been a rise of companies relying on gig-workers to fill

the gap in urgently needed high-skills areas where they do not exist in-house.”® The
importance of filling these high-skill needs is illustrated by the increased use of digital
talent platforms by organizations.” There are clear risk and opportunity linkages with
employment, and with business and profitability impact areas (Figure 12).
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Figure 12. Impact of future sRills and work on Canadian businesses and society, KPMG (2021).

Business and
Profitability
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Wellbeing

Bl Risk (critical)

Social Cohesion
and Equality

Resilient
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Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

The World Economic Foru m’s Future of Jobs Report 2020, stated that the top five of
fifteen skills highlighted by employers as important for 2025 included “(1) analytical
thinking and innovation, (2) active learning and learning strategies, (3) complex
problem-solving, (4] critical thinking and analysis, and (5) creativity, originality and
initiative.””? However, the report also indicated that skills “...in self-management

such as active learning, resilience, stress tolerance and flexibility” had newly emerged

this year.”?

Figure 13. World Economic Forum, “Perceived SRills and Skills Groups with Growing Demand by 2025, by Share of
Companies Surveyed” (2020).”*

A. Relative importance of different skill groups
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Problem-solving
Self-management

Working with people

Management and communication of activities

Technology use and development
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Physical abilities

B. Top 15 skills for 2025
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I 1 Analytical thinking and innovation
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I 3 Complex problem-solving

4 Critical thinking and analysis
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Source Future of Jobs Survey 2020, World Economic Forum

Megatrends: A View Beyond the Horizon

10
11
12
13
14
15

®
=]
o
]

Resilience, stress tolerance and flexibility

Reasoning, problem-solving and ideation

Emotional intelligence
Troubleshooting and user experience
Service orientation

Systems analysis and evaluation

Persuasion and negotiation

33



Figure 14. The Conference Board of Canada “Responding to Automation: Technology
Adoption in Canadian Industries” (2021).”
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As organizations continue to adopt technologies there may also be new expectations
that employees will have to learn technical skills that were previously not required.
These include programming and coding skills as well digital literacy skills.”

Overall, the future skills trend is seen as more of an opportunity than as a risk. With
the right structures in place, individuals can benefit from training that can help them
transition.

Figure 15. The Impacts of Future Skills and Work: risk and/or opportunity?, KPMG (2021).

risk opportunity

Note: the bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

Trends related to this megatrend included social inequalities, technology,
urbanization sustainability, and responsible innovation, signaling that future
skills are a part of a broader ecosystem, and that there is a need to contemplate the
broader societal impacts of technological transformation. Notably, there is also a
link between future skills and the impacts of climate change which can indicate the
reskilling opportunities for industries that are experiencing a growth in demand (e.g.
renewable power generation).
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Future skills are especially linked with SDGs related to education and innovation.
Future skills training and education could enhance opportunities to participate in
technologically transformed industries.”” It is also important for digital literacy and
other skills to be made available to youth as they prepare for the workforce.”®

Key themes for organizational responses

+ Continually examine evolving skill requisites to determine whether
micro-credentialing, training, reskilling and upskilling programs are
appropriate.”” Ensure that programs encompass a broader scope
of options that include adaptable soft skills, interpersonal skills, and
entrepreneurial skills aimed at navigating the future of work, alongside
technical and digital skills.®

» Develop partnerships or engage with industry associations, educational
institutions, and government to understand developing industry or
sectoral needs, and create a strategy to enable new programs.®'
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05 De-carbonization

The term de-carbonization refers to the notion of reducing or
eliminating the release of greenhouse gases (GHG) into the atmosphere
with the (long-term) goal of creating a low carbon global economy.

In this context, various pledges and commitments have been made - most notably
the Paris Agreement,®? which means to limit global warming to well below 2°C by
the end of the century. More recently, the federal government tabled Bill C-12, the
Canadian Net-Zero Emissions Accountability Act.®%> Although still subject to debate,
this Act sets a target for Canada to emit net-zero carbon by 2050.

In fact, the transition to a low carbon (Canadian) economy is already underway.
During the period 2000 - 2008 Canada experienced a 20% reduction in the per
capita indexed GHG emissions, while the indexed GHG emissions per dollar of GDP
saw a 31% decline. In addition, total electricity emissions decreased by 46% during
the same period “due to increased generation from natural gas and renewables,
reduced generation using coal and demand management initiatives”.?* Today,
renewable energy sources make up approximately two-thirds of Canada'’s electricity
mix.8 These figures indicate that a transition to a low carbon economy is already
taking place. The question isn't if Canada will embark on the transition to a low carbon
economy, the question is at what speed the continuing transition will take place.
COVID-19 did not appear to impact the continuing trend of companies, including
those in the oil and gas sector, announcing net zero commitments (with 2050 being a
common target date) In recognition of the need to transition.

Figure 16. Indexed trend in GHG emissions per person, per unit of GDP and per unit of energy
consumed, 2000 - 2017 (NRCAN)®
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De-carbonization has far reaching consequences, and touches on many aspects of
the Canadian economy (e.g. the rise of alternative proteins in agriculture, transition to
renewables within the energy sector, uptick of Electric Vehicles (EVs) in the automotive
sector) - presenting both risks and opportunities (see Figure 17).

Figure 17. De-carbonization: risk and/or opportunity?, KPMG (2021).

risk opportunity

Note: the bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

In terms of opportunities, estimates show that reducing emissions well below two
degrees may require between $78 trillion and $130 frillion of new investment between
now and 2050, globally - allowing new technologies to scale (e.g. direct air capture,
conversion of waste streams, green hydrogen). Currently, clean energy accounts for
1.7% of Canada’s GDP, with 81 cleantech companies featuring on the TSX and TSX-
Venture exchanges with a combined market capitalization of $50.5 billion.#¢ On the
other hand, de-carbonization presents challenges and risks particularly for those
sectors with substantial investments in carbon-intensive assets. Risks can be diverse
in nature, including legislative risks (e.g. exposure to rising carbon costs or a hard cap
on carbon), reputational risks (e.g. stigmatization of carbon-intensive sectors), market
risks (e.g. devaluation of carbon-intensive assets) and technology risks (e.g. excessive
capital expenditures to allow for successful transition).8”

The fact that de-carbonization was identified as a significant
opportunity for business and profitability is reflective of

the fact that anticipating and preparing for a transition has
become an essential element of business strategic planning.

The effects of de-carbonization are multifaceted; however, it appears to have the
greatest potential risks and opportunities on business and profitability as well as
ecosystem resiliency (see Figure 18). De-carbonization leads to opportunities to
enhance ecosystem resiliency (as it is associated with slowing down global warming
and corresponding side effects). The fact that de-carbonization was identified as a
significant opportunity for business and profitability is reflective of the fact that
anticipating and preparing for a transition has become an essential element of
business strategic planning.
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Figure 18. Impact of de-carbonization on Canadian businesses and society, KPMG (2021).

Business and
Profitability

Health and Social Cohesion Resilient

Employment Wellbeing and Equality Ecosystems

I Opportunity Bl Risk (significant) Bl Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

In addition, de-carbonization touches on many other megatrends. It does not just
affect the energy sources we use; de-carbonization is a catalyst for change as it
challenges the way we produce, transport and consume. De-carbonization is most
strongly correlated with the impact of climate change, circular economy as well
as technology, sustainability and urbanization. It plays a critical role in keeping
the physical impacts of climate change in control (by slowing down global warming)
and will provide a new framework for the way we plan and build our cities and our
infrastructure. In addition, in defining corporate purpose, (see Appendix A), more
businesses are seeking ways to contribute to the transition to a low carbon economy.
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De-carbonization through the effect of limiting global warming is strongly
connected to other environment-related SDGs including life on land and life
below water. However, as a resource intensive country, the impacts go much further.
For example, what are the effects of de-carbonization on existing resource jobs that
contribute to decent work and economic growth? Similarly, de-carbonization could
be a catalyst for enhanced energy access (e.g. solar in the North vs trucked diesel),
and reduce inequalities and contribute toward the responsible production and
consumption SDG.

Megatrends: A View Beyond the Horizon 39



De-carbonization is a catalyst for change as it challenges
the way we produce, transport and consume.

Key themes for organizational responses

Create an understanding of the exposure to the risks and opportunities
associated with de-carbonization (i.e. transition risks/opportunities),
possibly through scenario analysis. Use this information to stress test
the existing business model and inform the organization’s strategic
response and corresponding mitigation measures (if any).

Consider how a net zero trajectory would impact the business — would
it require incremental changes to how the business is run or would

it imply a seismic shift in the business model¢ Depending on the
organization’s tolerance for change, the anticipated impacts and the
level of commitment to the transition towards a low carbon economy,
decide on a suitable emission reduction pathway and corresponding
(science-based) targets.

Continued investment requires that investors understand a

Company’s risks and opportunities through the process of de-
carbonization. To facilitate this understanding, consider expanding the
company’s disclosure on the risks and opportunities associated with
decarbonization (and climate change more broadly), consistent with
established reporting standards and frameworks, such as the Task Force
on Climate-related Financial Disclosures (TCFD).
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06 COVID-19: social’ mequalltles

One of the most striking features of the pandemic, is that it has had

a disproportionate impact on different communities and spheres,
exacerbating many existing inequalities. Businesses that were either
able to pivot to remote working models or considered essential services
were able to continue to operate, while others had to modify or shut
down.se

As reported by the Industry Strategy Council, “[w]jomen and youth are
overrepresented in sectors such as retail and tourism that were disproportionally
impacted, partially driven by the lack of telework capacity in these sectors.”®?
Individuals who did not have access to high-speed Internet were at a disadvantage
because they were unable to participate in the employment opportunities or in
online classes.?® Families with children (commonly women) struggled to balance
health, safety, and employment with caregiving responsibilities during the lockdown.”
Indigenous Peoples have experienced a disproportionate financial impact.”
Individuals, either because of identity, demographic or socio-economic factors were
susceptible to intensified inequalities or negative outcomes.”

Figure 19. Statistics Canada, “COVID-19 in Canada: A Six Month Update on Social and
Economic Impacts” (2020).°*

Self-reported employment and financial impact of COVID-19,

May 26 toJune 8, 2020

percent
Women Women
Indigenous participants Non-Indigenous participants

" Experienced job loss or reduced work hours among participants employed before COVID-19

®Reported a strong or moderate impact of COVID-19 on ability to meet financial obligations or
essential needs

\ Source: Statistics Canada, Impacts of COVID-19 on Canadians - Trust in Others /
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Public Health Ontario reported that “[t]he most ethno-culturally diverse
neighbourhoods in Ontario, primarily those concentrated in large urban aress,

are experiencing disproportionately higher rates of COVID-19 and related deaths
compared to neighbourhoods that are the less diverse.”?> The top three trends
connected to COVID-19: social inequalities are shifting social norms and values,
the impacts of climate change and corporate purpose. The direct connection to
shifting social values and norms is clear, as the pandemic has put a spotlight on
social inequalities. The linkage to the corporate purpose megatrend (see Appendix
A) demonstrates the increasing need for organizations to align their purpose and
social governance with these issues. This megatrend had the highest impact on social
cohesion and equality followed by health and wellbeing.

Figure 20. Impact of COVID-19 social inequalities on Canadian businesses and society, KPMG (2021).

Business and Emplovment Health and Social Cohesion Resilient
Profitability ploy Wellbeing and Equality Ecosystems
N=6 N=3 N=12 N=17 =1
I Opportunity Il Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

COVID-19 has highlighted existing weaknesses and inequalities and has emphasized
the need to re-evaluate the social support structures that exist for individuals and
communities. While many of these impacts have been realized in the short duration
of the pandemic to date, the long-term impacts can further exacerbate inequalities if
appropriate forward-thinking solutions are not implemented. This is reflected in the
perception that this frend, was more of a risk than an opportunity.

Figure 21. COVID-19: social inequalities: risk and/or opportunity? KPMG (2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.
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COVID-19: social inequalities are connected to all of the SDGs. The relationship

between this megatrend and the SDGs is that SDGs aim to reduce and eliminate
existing societal and economic inequalities. Around the world, progress against the
SDGs was uneven before the pandemic; the impact of COVID-19 has renewed calls
to “...put people at the centre of the response to achieve more equitable and resilient
outcomes for all.”?¢ This remains a key megatrend not just in developing countries but
also within a Canadian confext.

Key themes for organizational responses

«  While many of the social inequalities pre-dated COVID-19, there is an
opportunity for organizations to develop a social agenda to address the
current challenges being faced within their communities and look at
collaboration opportunities for the purpose of developing solutions for
communities and vulnerable populations.?”

» Provide access to the proper support structures for employees to be
able to participate in the workforce. This would include ensuring (1)
access to the Internet where temporary or permanent work-from-
home policies are adopted due to COVID-19, and (2) the availability
of flexible working hours (especially for individuals with caregiving
responsibilities)”.”®

+  Ensure that hiring practices, including employment algorithms, are
vetted for biases to ensure inclusive hiring.”” For larger organizations,
this could include having a diverse hiring committee across the firm to
contribute to the hiring process. In addition to oversight in hiring, equal
pay, opportunities for advancement and representation should be
monitored.
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There are various facets of globalization, including “trade”, “capital”,
“Information”, and “people." > While aspects of globahzann had been
in a state of flux or weakening prior to COVID-19,o' the pandemic has
caused a shift, at least in the short term, due to health and safety
restrictions (e.g. social distancing requirements).o2

Global Value Chains (GVCs) were disrupted due to lockdown measures around the
world. These measures also impacted the trade of Canadian goods. The Office of the
Chief Economist reported that reported that the trade of Canadian goods decreased
by 3.5% in the first quarter of 2020 due to a 1.2% decrease in imports and a 5.7%
decrease in exports.'® Some sectors such as automobile, electronics and energy were
highly affected.

Figure 22. Office of the Chief Economist “Canada’s State of Trade: The Early Impacts of
COVID-19 on Trade” (2020)."°*
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with particularly negative impacts
for the aviation industry and related sectors. Air transportation plays a key role in
globalization, for the movement of people, goods and knowledge.'® Despite these
impacts, some suggest that globalization will go through a period of transition rather
than continue to decline.”®?

Globalization in a state of flux has a mostly negative connection with the impacts
of climate change megatrend. This is likely because of the perceived environmental
impact and costs of globalization, as a result of increased manufacturing and
transportation GHG emissions." There is also an important connection between
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this trend and the digital and data economy - both positive and negative — which
may suggest that technology is being adopted in the manufacturing sector, which
can enable companies to re-shore because of the reduction in labour costs. These
connections were also aligned with the perception that this trend was mostly a risk to
business and profitability, and to social cohesion and equality (Figure 23).

Figure 23. Impact of globalization in a state of flux on Canadian businesses and society, KPMG (2021).

Business and Emplovment Health and
Profitability ploy Wellbeing
N=13 N=3 N=0

I Opportunity Il Risk (significant) Il Risk (critical)

Social Cohesion Resilient
and Equality Ecosystems

~ ©

=6 N=1

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

Figure 24. Globalization in a state of flux: risk and/or opportunity?, KPMG (2021).

opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

This trend was perceived as more of a risk than as an opportunity by the respondents

who selected it.
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Globalization can impact SDGs in several ways (e.g. innovation and economic
growth associated with advances in manufacturing). There are also potential

impacts, for instance, related to the travel industry and GVCs, underscoring the need
for sustainable production and consumption and sustainable tourism.

Key themes for organizational responses

+ Identify gaps and risks in existing value chains and explore strategies to
become resilient by engaging in supplier and customer diversification
(both national and regional), increasing critical inventory and
nearshoring.™

» Develop strong relationships and engage with international trade
partners. In 2019, it was reported that the United States, European
Union and China were Canada’s top three trading relationships."
Despite the strength of these relationships, there are opportunities to
grow and to expand to new emerging markets."
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08 Automation 3t the workfort

Companies have had to consider ways to reduce risk of exposure and
increase resilience due to COVID-19. In doing so, many organizations
may consider adopting automation in their operations in order to
reduce disruptions due to health and safety measures.

The World Economic Forum's Future of Jobs Report 2020 reported that of the

business leaders they surveyed, roughly 80% were “...accelerating the automation of
their work processes and expanding their use of remote work. A significant 50% also
indicated that they are set to accelerate the automation of jobs in their companies.

Perceived as a disruptor, automation in the workforce is facilitated by and
connected to the data and digital economy and artificial intelligence (Appendix
A). In the same way that the digital and data economy and artificial intelligence can
apply to a broad range of industries, so can automation. Automation will provide
opportunities for organizations to gain a competitive advantage.™ It can also help
companies relieve people from mundane repetitive tasks, which can help to reallocate
resources to more impactful areas. This trend was perceived as an overall opportunity
for the business and profitability impact area (Figure 25).

Figure 25. Impact of automation in the workforce on Canadian businesses and society, KPMG (2021).

Business and Emplovment Health and Social Cohesion Resilient
Profitability ploy Wellbeing and Equality Ecosystems
N=9 N=24 N=3 N=2 =0
I Opportunity I Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

However, this advantage comes with possible risks. This trend was perceived to

be predominantly a critical risk for the employment impact area (Figure 26).

The OECD published a report outlining jobs at risk due to automation in Canada,
estimating that, relative to total employment in 2018, 15% of jobs were at “high risk,”
whereas roughly 30% of jobs were anticipated to experience “significant change.”™”
Notably, the rate of automation can differ based on economic region," and the risk
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of job transformation depends on the type of work, sector, demographic, skills and
education.” This is aligned with the third most connected trend, future skills, which
was considered to be both an opportunity and a risk.

Figure 26. Automation in the work force: risk and/or opportunity?, KPMG (2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

As mentioned in the earlier megatrends, there will likely be an impact on the labour
market in some sectors, and therefore there is an opportunity for reskilling and
training people to be able to adapt and transition within key impacted industries. If job
displacement is not mitigated, automation has the potential to contribute to increased
inequalities across various industries and regions.

If job displacement is not mitigated, automation
has the potential to contribute to increased
inequalities across various industries and regions.

Figure 27. The Conference Board of Canada “Responding to Automation: Technology
Adoption in Canadian Industries (2021). '*°

[ Frontline workers Management
. 49
Yes, already using 64
No, but planning
to adopt/use 30
21 Canadian organizations plan to use

No automation-enabling technologies

[percentage of respondents; frontline workers,

Unsure n = 225; management, n = 223)

Many Canadian companies are already using or planning to use automation enabling
technologies.?' It has been suggested that automation does not automatically equate
to jobs loss, rather, jobs will be transformed,'?? highlighting the importance of reskilling
and upskilling opportunities for existing workers to take on changing roles.
Automation will also likely create new jobs and emphasize the need for technical, soft
and transferable skills.?* Furthermore, some industries may have tasks that will be
more susceptible than others to automation.'*
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Automation is a disruptor and will have both a positive and negative impact

across industries (e.g. healthcare, agriculture). As mentioned above, automation
can help companies drive efficiencies and relieve people of repetitive tasks. On the
other hand, it can displace roles and impact communities, which if not mitigated
properly through training and new job creation, can result in risks for individuals and
communities. If automation is planned with the transition of workers in mind, many
industries will stand to benefit without significant displacement, (e.g. healthcare and
agriculture, directly impacting SDGs 2 and 3, while also contributing to SDG 8, 9
and 11).

Key themes for organizational responses

» Adopt technology in a strategic and planned manner rather than in a
“reactive” manner in order to fully realize the benefits of automation,
and to not fall behind competitors.”> As Canadians are said to be
slower adopters of technology (both firms and consumers), automation
should be adopted with the long view in mind."?¢

+ Understand the trends and identify the specific jobs, task or skills
that may be affected by automation and provide proper training
opportunities before transformation takes place within the organization
or throughout the industry.””” Where jobs are displaced, rather than
transformed, employers could enable opportunities for employees

to upskill so that they could remain available for alternative kinds of
work.2¢
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09 False informatioh-

The proliferation of false information - both intentional (i.e.
disinformation, “[iJnformation that is false and deliberately created
to harm a person, social group, organization or country”) and
non-intentional, (i.e. misinformation, “[ilnformation that is false but
not created with the intention of causing harm”)= - has gained
momentum and can pose risks to individual and societal security.

The effects of false information have been documented in @ number of contexts
including “political security”™' (e.g. elections, resulting in attacks on democratic
institutions), and in the context of physical security (e.g. COVID-19 related
information), which can create challenges for health authorities trying to battle the
spread of the pandemic.*?

Businesses can also face direct harm due to false information. Corporations around
the world have been affected by hoax attacks or rumours resulting in drops in share
prices or reputational impactand are increasingly becoming wary of having their
products or services targeted. 33

The spread of false information is expected to continue to become more
widespread,* especially as technologies such as artificial intelligence may be used to
engineer and automate its production.’® While there is a direct connection with the
digital and data economy, this connection is perceived as negative, likely because
of the role of the digital and data economy in the dissemination of false information
through social and other media outlets. While the spreading of false information has
occurred for centuries, the sheer reach and speed of social media has increased its
potential for negative impacts.

Figure 28. Impact of false information on Canadian businesses and society, KPMG (2021).

Business and Health and Social Cohesion Resilient
Profitability ST EEITS Wellbeing and Equality Ecosystems
N=0 N=0 N=7 N=9 =0
I Opportunity B Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.
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This trend was primarily perceived as a risk to social cohesion and health and
wellbeing impact areas (Figure 29) as a result of its negative impact on society,
the economy, and people. The second most connected trend to false information
is shifting social norms and values, which is also negatively correlated. This
connection suggests that false information can negatively contribute to diverging
values and norms of different groups, and that diverging values and norms are also
contributing to false information.

False information can be spread about digital health
technology or life saving medications which could
ultimately reduce adoption by patients.

Figure 29. Automation in the work force: risk and/or opportunity?, KPMG (2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.

Overall, this megatrend was perceived as only a risk by the respondents who selected
it as a top five trend.
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The primary impact of false information on the SDGs is that it can undermine

support for efforts to improve social, economic, and environmental outcomes.
For example, false information can be spread about digital health technology or life
saving medications which could ultimately reduce adoption by patients. Democratic
institutions and communities can also be at risk if trust is eroded online.
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Businesses can also face direct harm due to false information.

Key themes for organizational responses

e Create clear and direct channels of communication with consumers and
the public through official accounts for the public to be able to access
an accurate source of information.

+ Prepare a plan to respond to false information in a timely and adequate
manner.3¢ Preparation in advance of an incident will enable a coherent
approach and help mitigate reputational loss due to lost time.

+ Train employees and communities about false information and create
clear guidelines for reporting inaccuracies that might appear online.
Enabling employees and the public to detect false information will also
help them identify the issues and prevent them from buying into it.””
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and urbanization

Intelligent (or smart) cities, infrastructure and mobility all rely on the
interconnectivity of devices, sensors, and data.=¢

Intelligent cities can create opportunities to enhance access to public services,
promote inclusive growth and sustainability, and create efficiencies in the way cities
operate.*? It has been reported that “...cities account for 70 percent of the world’s
greenhouse gas (GHG) emissions.” Cities can work toward sustainability by using
data and technologies to mitigate traffic flows, integrate intelligent mobility solutions,
“smart grids,” green roofs and vertical farms.*! These can in turn help reduce pollution
and emissions.

This megatrend was perceived as an opportunity across all five of the impact areas.
This megatrend was also perceived as both a risk and an opportunity for resilient
ecosystems (Figure 30) reflecting the role of cities as primary drivers of emissions
and waste and the opportunities for “significant improvements in environmental
protection, restoring ecosystems and improving the quality of life in many areas.”*?

Figure 30. Impact of technology, sustainability and urbanization on Canadian businesses and society, KPMG (2021).

Business and Emplovment Health and Social Cohesion Resilient
Profitability ploy Wellbeing and Equality Ecosystems
N=3 N=2 N=3 =1 N=10

B Opportunity I Risk (significant) Il Risk (critical)

Note: The size of the bubble is meant to be an indicator for the ‘likelihood of impact’ - a relative larger bubble indicates that more
survey respondents believe that the megatrend presents a risk and/or opportunity to the impact category.

This megatrend has the highest connection with the impacts of climate change
and the digital and data economy. As mentioned above, there are opportunities for
sustainable cities to greatly reduce the impact of GHG emissions through innovative
solutions, and therefore this megatrend can either positively (i.e. reduce GHG
emissions and pollution) if successful, or negatively (i.e. increase GHG emissions

and pollution), contribute to climate change if not. Technology is required to
develop these intelligent solutions, (e.g. loT and sensors all of which generate and
require data) — and therefore, the digital and data economy plays a critical role.
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De-carbonization and the circular economy also play an important role in enabling
the benefits of this megatrend to be realized.

Cities can also enhance public service delivery and promote civic participation.™?
They can provide an opportunity to develop circular economy™“ and quality of life
initiatives such as the 15-minute city initiative."*® loT, sensors and cameras can read,
monitor and measure outputs across operations to help dispatch and deploy services
based on real-time information, reducing waste and promoting efficiency.*

In Canada, initiatives exploring smart cities at the
municipal and federal levels have already been launched.

Cities around the world such as Amsterdam, Barcelona, and Singapore provide
examples of how technology has been used to help serve communities. In Canada,
initiatives exploring smart cities at the municipal and federal levels have already been
launched.” Toronto is also @ member of the G20 Global Smart Cities Alliance.*®
Given that Canada’s population is concentrated in urban regions,'’ the intersection of
technology, sustainability and urbanization will continue to grow.

Technology and digitalization will also provide opportunities for cities to reset
following COVID-19, and help communities and businesses reconnect and rebuild
in an inclusive and sustainable way.”° In order to effectively build smart cities and
achieve stakeholder buy-in, concerns about smart city governance on key issues
including data, privacy, surveillance, responsible innovation as well as vendor lock-in
will have to be addressed.”

Despite the perception that this megatrend is a perceived risk for resilient
ecosystems, for the share of respondents who finally selected this as a top five
megatrend, it was exclusively considered to be an opportunity (Figure 31).

Figure 31. Technology, sustainability and urbanization: risk and/or opportunity?, KPMG
(2021).

risk opportunity

Note: The bar chart indicates the relative amount of survey respondents that believe that the megatrend
presents a risk and/or opportunity to Canadian businesses.
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This megatrend has a strong connection with all of the SDGs. As mentioned

above, sustainable cities can help improve the environmental-related SDGs such
as 6,11,12,13, 14 and 15. Smart cities can also enable greater civic discourse and
participation in municipal initiatives, and can impact health, welfare, poverty and
hunger.

Key themes for organizational responses

« Consider the main policy issues related to private-public partnerships,
including those that are related to data governance.””? There are
multiple challenges that can hinder cities and private sector actors
from benefiting from opportunities for innovative and sustainable
solutions.’*?

» Engage with all stakeholders - especially citizens - in order to
understand their concerns and challenges.” Citizen-centric
engagement will allow organizations to understand the problems
and challenges before integrating technology to solution them. Use
technology as a means to an end - to solve relevant problems.’

+ Integrate concepts from the 15-minute city model™ as a sustainable,
community-building measure. Organizations can develop innovative
solutions to promote access to everyday needs such as groceries,
pharmacies, and doctors, “a variety of housing types” including
affordable housing, enabling alternative mobility (i.e. walking and
biking) opportunities, and public spaces.”
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Scenarios overview
Continued Growth
Collapse

Discipline

Transform
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Scenarios overvié

Megatrends are slow moving forces that evolve over time.

Megatrends can provide leaders with a general scope of how they may be able

to seize opportunities or mitigate risks connected to their organizations and
communities. However, because megatrends are broad and multifaceted in nature,
they may provide a limited view of how they may directionally play out as events,
policies, and circumstances change over time.

Given the uncertainty about the future, methods such as alternative futures or
scenarios can be used to further glean insights about future implications through
narratives or hypotheses.”® These narratives or hypotheses can further benefit

from illustrative drivers, forces or megatrends to provide leaders with a directional
approach because it allows them to stretch their imagination and think outside of
the current boundaries they face. Scenarios are not predictive and are not meant to
be a forecasting tool, but are useful in providing a high-level view of possible future
narratives.”?

In this report, the scenarios are based on the alternative futures model developed

by Jim Dator,'® which considers the four generic narratives of (1) Continued Growth,
(2) Collapse, (3) Discipline, and (4] Transform. This model was selected because it
provides organizations with a useful framework to describe the ten megatrends
directionally, thereby providing a more robust vision of how the megatrends can
directionally play out, i.e. four very different narratives of the megatrends of what the
world could look like in the future).’ These scenarios are purely illustrative and may
provide different outcomes by different organizations, and therefore should not be
read as absolute.

Scenarios are not predictive and are not meant to
be a forecasting tool, but are useful in providing a
high-level view of possible future narratives.

Where organizations are seeking more granular and predictive outcomes of future
trends, risk assessment tools such as Dynamic Risk Assessment (DRA| can be used to
provide “results through a scientifically structured process to construct a technically
defensible quantitative cognitive risk network of the organisation’s future risks and
opportunities.”®? DRA is quantitative in nature and provides a holistic framework to
understand what the likelihood of risks and opportunities are for organizations.

By contrast, the scenarios provided below are meant to be an iterative, qualitative and
an imaginative exercise.
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How organizations can use the scenarios

Organizations and associations should use these scenarios to test the robustness of
existing strategic planning and identify both risks and opportunities that may not yet
have materialized but which need to be considered now to effectively mitigate or
capture in future years. Using widely varying hypothetical scenarios for this purpose
helps to identify the boundaries within which existing strategies remain effective,
and identify critical trends that need to be more closely monitored as a result of their
potential impacts on business objectives or the opportunities they create.

When considering these scenarios, organizations and associations should consider:
+  Which scenarios present the greatest risks and opportunities and why?

«  What are the risks and opportunities related to your organization, sectors and
community¢

« Isyour organization contributing to the risks or the opportunities in this scenario?

«  How could your organization or sector seize the opportunities and mitigate the
risks associated with scenarios and the megatrends¢

«  What roles do your organization and sector play within the social, economic,
technology and environmental contexts of these scenarios¢

«  Which megatrends would directly or indirectly impact your organization and
community¢

«  What is your organization and sector’s role in promoting or preventing certain
outcomes within these scenarios¢

+  Which megatrends and related data would be useful indicators of the emergence
of key risks or opportunities to your organization?

This exercise should be undertaken with a diverse group of stakeholders from
across the company in order to promote cross-disciplinary and holistic views and
approaches and to avoid groupthink.

Assessing the robustness of an organization’s strategy against widely differing

future scenarios serves to identify those conditions which present increased risks or
opportunities to an organization. Additionally, industry and trade associations can
ask the same questions above of its members, with a view to understanding how
these scenarios play out within industries and sectors and will impact their members’
success.

This section below is broken down into four parts, one for each scenario. The
section begins with a high-level description for each future scenario and provides an
illustrative direction for each of the ten megatrends. The four scenarios have taken
COVID-19 into account.
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Continued growth'
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Description of a continued growth scenario

In the continued growth scenario, the directional trajectory is upward economic
and technological growth.'* In the context of how it applies to Canada from now
until 2030, despite the negative impact of the pandemic, the recovery is swift -
there is rapid and continued growth in all sectors.

Ten megatrends directionally described in a continued growth scenario

Digital and data
economy

Accelerating at a rapid pace; businesses and industries are
transforming.

The impacts of
climate change

Global temperatures continue to increase and will continue
on a 3°C trajectory by 2100.

Shifting social
norms and values

Renewed focus on societal inequalities as people and
communities are being left behind.

Future skills

Future skills are critical for individuals adapting to a digital and
data economy and the automated workplace.

De-carbonization

Continued momentum creating a patchwork of
decarbonization strategies and responses in public and
private sectors.

COVID-19: social
inequalities

Society is in a better economic position, but the disparity
becomes more pronounced between various groups within
society.

Globalization
in a state of flux

Global Value Chains are restored — however, many
organizations adopt resiliency strategies.

Automation and
the workforce

High job displacement and inequalities are exacerbated in
regions across Canada.

False information

False information continues to impact social, business and
political spheres. Businesses are increasingly targeted.

Technology,
sustainability
and urbanization

Megatrends: A View Beyond the Horizon

Technology is leveraged to help cities expand and become
more efficient and sustainable.
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Collapse
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Description of a collapse scenario

In the collapse scenario, growth at the prior pace has not only stalled, but proven

to be unsustainable.'®* In the context of Canada over the next decade, the way of
life prior to COVID-19 and throughout it, has highlighted the weaknesses of strictly
focusing on economic and technological growth. In this scenario, the impact of
COVID-19 is prolonged, and the economy, and growth in general has stalled and is

on a decline.

Ten megatrends directionally described in a collapse scenario

Digital and data
economy

Reliance on technology has declined due to a backlash in the
growth.

The impacts of
climate change

Unprecedented disruption of the global climactic system
causes harm.

Shifting social
norms and values

Norms and values continue to shift due to the prolonged
impact of COVID-19 resulting in extreme changes to the
social and corporate landscape.

Future skills

Education and training structures were unfit for purpose and
were unable to fulfill demand.

De-carbonization

Creation of economic divide due to the advantages of some
businesses and industries.

COVID-19: social
inequalities

Social inequalities have fragmented society causing a divide.

Globalization
in a state of flux

"Globalization is dead.”

Automation and
the workforce

Automation caused considerable job loss and has been
abandoned.

False information

Continued political and commercial disruption and
polarization.

Technology,
sustainability
and urbanization

A View Beyond the Horizon

Cities are unsustainable and continue to contribute to
pollution, congestion and poverty.
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Description of a discipline scenario

The discipline scenario is one where everything is measured (e.g. consumption,

energy use, resources) in order to achieve common goals of sustainability.®> In

the context of Canada over the next decade, this scenario is based on values and
principles of ESG and the SDGs, which have become the lens which society is using
to address social, economic, governance and technology — and to deal with the
impacts of COVID-19.

Ten megatrends directionally described in a discipline scenario

Digital and data
economy

Businesses are using data and technology to measure and
promote a secure, sustainable and balanced society.

The impacts of
climate change

Global warming has slowed to 2°C, allowing populations and
industries to thrive without disruption.

Shifting social
norms and values

Organizations are focused on helping vulnerable groups
and communities develop a sustainable life — and are held
accountable by shareholders and investors.

Future skills

Skills and training focus on sustainability and social wellbeing.

De-carbonization

Net zero is the new norm — embraced by all organizations.

COVID-19: social
inequalities

Social wellbeing is the focus of organizations. Organizations
are transparent and held accountable.

Globalization
in a state of flux

Less focus on consumption, more focus on green and clean
technology, and reshoring have created sustainable Global
Value Chains.

Automation and
the workforce

The value proposition for organizations is to enhance social
good and sustainability. Automation eliminates mundane
tasks.

False information

There is no social value in false information and it no longer
serves society.

Technology,
sustainability
and urbanization

Megatrends: A View Beyond the Horizon

Technology is used to promote sustainability and help
eliminate social inequalities.
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Description of a transform scenario

In the transform scenario humans enjoy the benefits of unbounded exponential
technological growth.®® Automation, biotechnology and artificial intelligence
underpin society. In Canada, from now to the next decade, there is an abundance
of all resources and everyone has equal access to them - there is no need to work
— leisure is the central focus as technology does the heavy lifting in society. In this
scenario, biotechnology was leveraged to eliminate the mutation and spread of the

pandemic.

Ten megatrends directionally described in a transform scenario

Digital and data
economy

The convergence of technologies such as quantum
computing, artificial intelligence and 5G have transformed all
aspects of life.

The impacts of
climate change

The world is fully adaptive to climate change, having the
ability to absorb any climatic effects (e.g. floating cities),
while harnessing weather events (e.g. power generation from
storms).

Shifting social
norms and values

Societal values and norms are set on the collective benefits of
society.

Future skills

Future skills continue to focus on digital and soft skills — but
for leisure, as work is technology driven and handled by a few
public and private sector partnerships.

De-carbonization

The economic system is designed to systematically use

and repurpose any GHG emissions that would normally be
released into the atmosphere — completely changing the way
businesses are operated.

COVID-19: social
inequalities

Social inequalities no longer exist because all needs are taken
care of at a very basic level. Literacy rates are at their highest,
and individuals who are able to work, can.

Globalization
in a state of flux

All manufacturing is green, automated and re-shored. Travel
is simulated and virtual.

AMegatrends: View Beyond the Horizon
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Automation and
the workforce

All tasks are automated, including tasks typically not
associated with automation (e.g. social, cognitive and
caregiving tasks). People can work for leisure.

False information

Avrtificial intelligence has been leveraged to filter and combat
false information.

Technology,
sustainability
and urbanization

Megatrends: A View Beyond the Horizon

Intelligent (smart] cities, infrastructure and mobility are the
norm, even in rural areas. Cities are sustainable and self-
powered.
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Appendix A - The rémainfiig megatrends el

This section lists the remaining twenty-five megatrends.

The trends listed here (twenty-five] and the ten listed above were all selected based
on a preliminary literature review. All thirty-five trends were initially provided to the
twenty-five respondents in the survey guide who were then asked to select their top
trends based on the methodology, qualifiers and definitions that were described in
Part 2. These twenty-five trends are equally useful for organizations and associations
to consider, as they might have a greater impact and priority on some sectors and
organizations than the ten megatrends identified above. Organizations, including
associations, are encouraged to review this list of megatrends to identify which are
likeliest to also create risks or opportunities, and factor these into strategic planning.
The ten megatrends listed above have been removed from this list as they have been
expanded on in Part 2 — Megatrends.

Artificial Intelligence

In November 2020 it was announced that DeepMind, an Alphabet company, had
solved a 50 year-old challenge in biology, demonstrating artificial intelligence’s (Al ...
potential to dramatically accelerate progress in some of the most fundamental fields
that explain and shape our world."¢” Earlier in 2020, a beta generative pre-trained
transformer (GPT-3) was released - a natural language processing tool - capable of
producing language-based content.”®® It has been suggested that GPT-3s will have the
potential to automate tasks.'¢?

While these applications provide a glimpse into the current and future applications
of ‘narrow’ Al, it (Al) is already being used across industries, from consumer goods,
to manufacturing, medicine, professional and legal services, and transportation.”
Advances in complementary technologies including 5G, quantum computing and
loT will help accelerate the use of Al in telecommunications and healthcare but also
become more commonly used across all industries.

Hyper-connectivity

The Internet of Things (loT), coupled with 5G will change the connectivity landscape
in Canada.”" It is expected that by 2025, loT devices will “...generate more than half
of the world’s data...” and that 5G is a critical component of that infrastructure.”?
Features of 5G include “...data speed, latency, efficiency, reliability, capacity and
security” and will enable loT devices to connect seamlessly and outside of the
traditional architecture.”

This technology will enhance the need for edge-computing which allows for localized
processing, closer to the end user.”* 5G will help accelerate intelligent cities and
transportation, autonomous vehicles, manufacturing, healthcare, and help lay the
ground for a new era of services.”
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Biotechnology

Biotechnology can be defined as the “...application of science and technology to
living organisms, as well as parts, products and models therefore, to alter living or
non-living materials for the production of knowledge, goods and services.”” The
economic impact is also expected to be broad in areas of human health,”” consumer
products, materials and energy and agriculture.”® It been suggested that “[a]s much
as 60 percent of the physical inputs to the global economy could, in principle, be
produced biologically.””?

Biotechnology offers sustainable opportunities such as cultured proteins that could
drastically reduce animal consumption, or plant-based substitutes for common
materials.'®

Human 2.0

Human enhancement uses technology to increase or enhance human performance.
Enhancement can apply to the body (e.g. physical) or mind (e.g. cognitive) and

can include a wide array of technologies such as wearables, brain-computer
interfaces (BCl), and prosthetic limbs.'®' While human enhancement may “restore”
certain abilities, others may use this for purely enhancement purposes.'®? BCls are
technologies that can “read” brain signals, and depending on the intended use of the
algorithm, can result in certain actions.'®> Companies are currently working on brain
computer interfaces that rely on Al algorithms to allow individuals to communicate by
thought alone.®* Advancement in BCls have the potential to change the way humans
express themselves, manifest movement and exert control over objects.’®>

Augmented, virtual and mixed realities

Augmented and virtual realities (AR and VR, respectively) individually or mixed have
become an increasingly important trend. Applications of these technologies have
been widely associated with video games and social media,’®® but their application
spans much farther, and can apply to education, sports, mental health and retail.
Given the social distancing requirements of COVID-19, it has even been suggested
that mixed reality could help recreate a “full-sense” immersive environment while
working from home, going to school and other experiences.®’

These technologies help fill the “connection” and experiential void that many have
experienced due to not interacting with the physical world.® Virtual tourism may also
become a reality, as many people have been hesitant to travel through 2020.%7 It has
been projected that the AR and VR markets combined it will reach over $100 billion
by 2027.°°

Quantum Computing

Quantum computing (based on the laws of quantum mechanics) is @ dynamic and
powerful type of computing that has the potential to solve complex problems

and accelerate artificial intelligence, medicine and cryptography with the speed

and capacity that would be impossible with computers or supercomputers.'”!
Cryptography is currently used in much of the way we protect information and
information technology systems (via encryption). It has been suggested that quantum
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computing could break these encryptions, posing a threat to much of our digital
environment.'”?

Governments around the world, including the United States and Chins, as well as tech

giants, such as IBM,”* Alibaba,”* Microsoft and Google'”” have been competing to
develop quantum computers and technology.”® While it is currently in its infancy —

there is great anticipation of quantum computing’s potential.””” In Canada, it has been

estimated that by 2030, quantum computing has the potential to generate
$8.2 billion in revenues, and $142.2 billion by 2040.1%8

Responsible Innovation

Over the last decade, considerable technological advancements across all aspects
of society and the economy have created new opportunities in the way individuals
connect, travel, learn and work. While there are numerous positive outcomes

of technology, there have been growing concerns about the social impact of
technologies on people. These concerns include the collection and use of vast
amounts of personal information,”” the use of biometrics and facial recognition
technology,?® and algorithmic biases.?”' To mitigate weaknesses in regulatory and
normative frameworks in these emerging areas,?* particularly those related to
artificial intelligence, principles documents,?®* impact assessment and assurance
tools?%4 and standards?® are being developed highlighting calls for alignment of
technological with ethical and human rights principles to help safeguard people
and society.?%

Cyberattacks

Increased reliance on transformative technologies such as artificial intelligence,
automation and quantum computing combined with the increasing connectivity
of devices, intelligent cities, transit and critical infrastructure,?”’ can lead to
increasing risks of cyber-attacks on these systems.?°® Cyber-attacks have typically
been associated with breaches to major corporations, however there have been
increasing threats of cyberattacks on small and medium sized business,?*? on
physical infrastructure (power grids, plants, etc),”® and on people (deepfakes and
false information)?". Statistics Canada estimates that in 2019, one-fifth of Canadian
businesses were “...impacted by cyber security incidents.""2

Furthermore, artificial intelligence can be used maliciously to enhance the
sophistication of attacks, which can harm “digital security,” “physical security” and
“political security.”"* Between now and 2030, there are going to be increased
vulnerabilities as technologies continue to advance rapidly and with sophistication.

Wellbeing at work

Health and safety concerns have greatly altered the employment landscape for
numerous industries. While many industries have been able to adapt to a remote-
working model in the face of COVID-19, there are still many challenges that have
not been structurally integrated, including work-life balance, safety and wellbeing.
Concerns for physical wellbeing include issues related to the workspace, lack of
physical activity and ergonomics.?* Mental health has also become a great concern
where employees have to navigate issues including understanding workplace
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expectations, social distancing isolation and work-life balance.?* For example,
the International Labour Organisation has pointed to research demonstrating that
individuals working from home will work longer hours, through weekends and
evenings, which can lead to burnout and reduced output.?® For many, COVID-19
has made work-life balance even more difficult.?”

The physical landscape of work

COVID-19 has triggered a transformation in existing business models, industries,

and fo social interactions. Remote working had already been on an upward trend
globally,?® but the pandemic expedited this trend as many businesses had to close the
physical workspace immediately to prevent the spread of the virus.'? As more time
passes, it is predicted that it will be less likely for sectors that had more easily adapted
to an online environment, to return to the pre-pandemic model.??°

There have already been several high profile organizations that have made a shift to
remote working either indefinitely or permanently.??' This will impact a number of
areas including urbanization, urban planning and the housing market.??2 It will also
place an emphasis on connectivity, increasing the need for all Canadians to have
access to Internet services to allow participation in the economy.?2

Tackling gender inequality

Gender inequality in the workplace had generally been trending in a positive
direction: as of 2019, the ratio of women to men in the workforce was 87.4%, and
female-to-male mean years in education received was 103.1%.22* However, the
gender wage gap has continued to stagnate.??> In Canada, the median earning
difference in relation to the earnings of men was 17.6% in 2019, 4.6% behind the
OECD median.??

There are concerns that COVID-19 has altered some of these trends, as women
have been impacted disproportionately during the lockdowns due to childcare
responsibilities, and also due to the nature of their work in other sectors where the
composition is predominantly made up of women, such as in retail, hospitality, and
healthcare (e.g. nursing and long-term care) facilities.??’ In April, it was reported by
RBC that women'’s participation in the economy had declined to rates not seen
since the 1980s.228

Water security

Canada is custodian to one fifth of the world’s freshwater supply, but holds only 7% of
the world's renewable freshwater??” Given the importance of freshwater in Canada,
there has been renewed interest in studying Canada’s water security.?*° Several
concerns have been identified in studies that have been conducted over the last few
years, including the realization that there is insufficient data to accurately measure the
health of Canada’s waters?' as well as overall concerns about threats to and health of
water ecosystems. World Wildlife Fund Canada identified that there were significant
threats across Canadian watersheds relating to pollution and habitat loss.?32 The same
study assessed the health of watersheds and found that many of the watersheds were
“below the ‘threshold of good™ while none were considered to be “very good."?

In addition to this study, there has been concern that the flow of water from glaciers
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to rivers due to the disappearance of glaciers will negatively impact the availability
of water in regions of Alberta.?** Given the importance of water reliance in Canada,
changes to this delicate ecosystem may have devastating consequences.?*

Circular economy

The World Bank estimates that global waste will reach roughly 3.40 billion tonnes

by 2050.2%¢ Canada is the eighth most waste-producing country among the OECD
member states, the majority of which (510 kg per capita per year) is being sent to
landfills.*” One method of reducing waste creation is investing in a circular economy.
The premise of a circular economy is one that “...aims to move away from the
conventional linear “take-make-waste” system”,*® developing and producing goods
which will end up being thrown out at the end of the lifecycle, to one that keeps

the “...value of resources in the economy.” 2% It has been suggested that the circular
economy is based on three core principles. First, that waste should be designed out
of the product; second, that products and their core components should remain in
use, and third, retooling social thinking to be intentional about positively impacting
the earth.?*° The “[g]lobal uptake of the circular economy has increased over the
past five years. Several countries in Europe and Asia have adopted circular-economy
strategies, and momentum is growing in Canada”?*' (including The Canada-wide
Strategy on Zero Plastic Waste).

Nature/species loss

The global Living Plant Index shows that between 1970 and 2016, there has been

an “...average 68% fall in populations of mammals, birds, amphibians, reptiles and
fish...” worldwide.?*? The top three contributors to loss in overall populations are
habitat loss and degradation (52%), followed by species overexploitation (17.9%)

and invasive species and disease (14.4%).243 Between the same years, in Canada,
there was a decline of 59% in “populations of Canadian vertebrate species currently
assessed as at risk nationally by the Committee on the Status of Endangered Wildlife
in Canada."?** Furthermore, since 1970, it has been reported that there has been a net
loss of 2.9 billion birds across North America.?*

Despite these declines, a recent study suggests that the widespread loss of vertebrate
populations is actually concentrated in a small number of “deeply declining”
populations, and not across all species.?#

The interconnectedness of humans, wildlife and the environment has demonstrated
that degradation in one area will affect others.?*” There are not only health
consequences related to the environment (e.g. food security and climate regulation,
animals as disease-carriers), but also economic consequences (e.g. supply chains, raw
materials, agricultural decline, resource constraints).24®

Accountability for eliminating racism

Throughout Canadian history and in the present, there have been numerous examples
highlighting the structures of systemic racism and racial inequalities, specifically
toward Black,?*? Indigenous?® and People of Colour (BIPOC). More recently over the
last few years, incidents across Canada and the United States have demonstrated that
racism and racial inequalities continue to persist and further emphasize the need for a
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whole-of-society approach.?”' This responsibility rests with individuals, organizations,
institutions and the government. As such, there has been a wave of organizations, that
have mobilized to act and ensure that their values are aligned with inclusivity, allyship
and human rights.?>2 Despite this shift, there have been heightened experiences of
discrimination throughout the pandemic.?*?

Access to the Internet

COVID-19 has highlighted the necessity of Internet access, especially in the context
of education and employment.** Individuals who do not have access to high-

speed Internet are at a disadvantage because they are unable to participate in the
employment opportunities or in classes that have shifted online. Access to the
Internet (access to both the technology and affordability) is a major part of the
solution.?” The CRTC reported that in 2017, 37% of rural communities, 27.7% of First
Nations communities, but otherwise 84.1% across Canada had access to broadband
networks at “50/10 Mbps, unlimited”2*¢ Despite the availability of technology in urban
areas, individuals across Canadian urban communities also experienced barriers to
internet access.?’

In 2019, the Government of Canada unveiled its strategy?*® aimed at providing
“affordable, high-speed Internet” across Canada.*” More recently, in light of
COVID-19, the Government of Canada announced that it would be investing an
additional $750 million (for the total of $1.75 billion) towards the strategy.?*°

Reconciliation and the Recognition of the Rights of

Indigenous Peoples

When the 2007 United Nations Declaration on the Right of Indigenous Peoples
(UNDRIP) 2" was originally adopted by the UN Generally Assembly, Canada had
voted against it, later endorsing it with qualification in 2010, and eventually endorsing
it in 2016.2¢2 Notably, Canada’s endorsement followed the Truth and Reconciliation’s
Commission call to all levels of government to “to fully adopt and implement the
United Nations Declaration on the Rights of Indigenous Peoples as the framework
for reconciliation.”263

On December 3, 2020, the Federal Government introduced legislation (Bill C-15,

An Act respecting the United Nations Declaration on the Rights of Indigenous
Peoples)?** to implement the in Canada. The Federal Government stated that “[t]he
purpose of this Bill is to affirm the Declaration as a universal, international, human
rights instrument with application in Canadian law and provide a framework for the
Government of Canada’s implementation of the Declaration.”?** Once it is passed into
law, it would require the Government to work in consultation with Indigenous Peoples
to “...take all measures necessary to ensure the laws of Canada are consistent with

the Declaration, prepare and implement an action plan to achieve the Declaration’s
objectives, table an annual report on progress to align the laws of Canada and on the
action plan."?%¢ In 2019, the Government of British Columbia passed Bill 41 - 2019
Declaration on the Rights of Indigenous Peoples Act to become the first Canadian
jurisdiction to implement UNDRIP.2¢” Despite these steps toward reconciliation and
the recognition of the rights of Indigenous Peoples that have been long awaited?6®
there is still a lot of work ahead.?¢?
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Remote working and urbanization

As people transitioned into remote working arrangements due to social distancing
measures, numerous organizations have embraced either indefinite or permanent
work from home solutions.?’® The removal of geographical constraints for work and
elimination of commuting to the physical workplace has provided individuals with an
opportunity to revisit the need to live within commuting distance of the workplace.
Some have considered moving out of urban zones, because they no longer have to
commute to work. A poll published in June 2020 suggests that one in four survey
participants are considering the move to areas with more space (likely due to living
and working from home) and lower density populations.?”! Others have suggested a
rebooting of urban spaces, where the need to commute for any needs at all would
be drastically reduced. The “fifteen-minute city” is a neighborhood where individuals
“...live, work, get supplies, take care of themselves, educate themselves and enjoy
themselves” within a fifteen-minute radius.?’ It is too soon to anticipate what, if any,
long term effects will result from remote working.?’?

Future of mobility

In 2019, the impending mobility landscape shift was largely attributed to three main
trends “...electrification of vehicles (EVs) and alternative powertrains, connected and
autonomous vehicles (CAVs) and Mobility-as-a-Service (Maa$S)."?* However, it is
likely that COVID-19 may have, in the short term, altered the trajectory of the latter,
as remote working, shutdowns and e-commerce were adopted amid safety concerns
which drastically reduced use of public transportation and forms of MaaS.?”> Despite
the recession in personal transportation habits, there are already indications that the
future of commercial transportation is continuing to evolve.?”¢ For example, drone
delivery is being considered as a possible avenue to keep up with e-commerce.?””
Even prior to the pandemic, companies were showing interest in CAVs for distribution
and delivery.?’8

Global Value Chains: resilience

International trade, and increasingly GVCs have contributed to knowledge sharing,
international investments, and entry info new markets.?’? However, there is evidence
suggesting that over the years there had been a reduction in offshoring and foreign
inputs, and the value chain has gotten shorter.® Furthermore, disruptions (e.g.
environmental disaster, trade war) have been occurring more frequently (roughly 3.7
years), forcing some companies to re-evaluate their strategies around resilience.?!
This is more pronounced with COVID-19. A 2020 report on GVCs stated that roughly
93% of respondents indicated that they were planning for increased resiliency
through multiple strategies including supplier diversification, increasing critical
inventory and nearshoring and expanding supplier base .22

Technologizing business models

Technologies such as 3D printing, artificial intelligence and robotics have been
contributing to a shift in the global value chain landscape.?®* Notably, because
of COVID-19, investment in technology has been prioritized across the global
manufacturing sector.?®* These technologies enable highly specialized outputs
allowing companies to produce complex and customizable products without the
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traditional reliance on high-skilled labour.?¢* At the same time, automation can
diminish the dependency on lower cost labour, and the risks associated with human
labour.?¢ Reducing reliance on human labour creates opportunities for companies to
reshore or nearshore based on their needs, and rely less on the lower-wage benefits
of offshoring.?®” Nearshoring and reshoring can help companies navigate their value
chains with better oversight, flexibility and control over their operations.?¢® Digital
platforms may further break the chain of intermediaries, allowing individuals to
connect directly with their suppliers.?8?

Aging population and low fertility rate

Canada'’s aging population and low fertility rate are set to significantly impact the
demographic composition of Canada over the next decade.?° It is estimated that by
2030, seniors will make up roughly a quarter of the population.?” This will impact the
cost of care and the availability of resources (capital, financial, healthcare and social)
to properly mitigate this impending shift.2 In 2019 it was reported that Canada’s
fertility rate was at its lowest, dropping to 1.47 (births per woman) from 3.94 sixty
years ago.”” The fertility rate may further decline due to the uncertainty and impact
(financial, social etc) of COVID-19.2%4 The low fertility rate will only exacerbate the
labour force participation needed to help sustain the finances needed to support the
eventual needs of the aging population.??

Silver economy

While Canada’s aging population is on course to increase to a quarter of the
population over the next decade, it is also important to consider that the life-
expectancy is expected to increase.?’® Measures include extending the retirement
age or capitalizing on “Silver Economy” innovations to help create opportunities
for seniors to live a fulfilling and autonomous life.?”” This can have a hugely positive
impact because it may help alleviate the pressure on institutions and healthcare
facilities and institutions as Canada'’s “...investment as a percentage of gross
domestic product” in this area is below that of its fellow Organisation for Economic
Co-operation and Development members.??® Smart homes and “age-tech” could
enable seniors to receive the care they need on an as-needed basis from the comfort
of their home.???

Immigration

Immigration will continue to be an important trend in Canada. Given Canada’s aging
population and low fertility rates, immigration is an important pillar of Canada’s
society and economy.>® It is expected that by 2030, Canada’s population growth
will be exclusively credited to immigration.*' Immigration numbers did experience

a shortfall because of the pandemic, and the government has addressed this by
increasing their immigration targets to 1.2 million over the next three years, which
represents roughly 50,000 more than originally planned. 302
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Corporate purpose

ESG has become an imperative for organizations across Canada. In November
2020, the heads of eight of Canada’s largest pension funds issued a statement
asking for standardized reporting requirements in an effort to improve transparency
and disclosure.?% Canada'’s attitudes toward ESG have evolved, with reports that
investors are seeing a sharp increase in the use of ESG principles in their investment
strategies.3%* This is consistent with the increased proportion of institutional investors
in Canada and Europe that believe that an ESG portfolio will outperform (55% and
68% respectively) and creates a striking comparison with US institutional investors,
where those who believe an ESG-integrated portfolio will outperform (28%] is
relatively similar to those who think an ESG -integrated portfolio will underperform
(26%).

COVID-19 has contributed to a shift in the way that organizations are approaching
ESG.3% For example, in KPMG's report on global manufacturing’s response to
COVID-19, it was reported that “...79 percent of manufacturers’ CEOs say their
response to the pandemic has caused their focus to shift towards the social
component of their environmental, social and governance (ESG) program”3°® and that
76% of “...chief executives say the company’s purpose dictated their approach to the
pandemic response with their stakeholders.”3%”
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The impact areas, and related risk and opportunity criteria described
below were developed to capture the range of potential impacts
associated with each megatrend.

The impact areas are not meant to be exhaustive, rather, they were selected and
defined to align with the purpose of the report as described in the introduction, that is
to identify “...ten societal megatrends and forces that may affect Canadian businesses
and industries, and impact communities between now and 2030."

“Business and profitability” is defined as the degree to which a business has
the potential to sustain and yields profit or financial gain.

Critical risk (through to 2030)
+ Megatrend will require fundamental changes to business strategies to maintain
viability.

+ Many existing / conventional industries will cease business under current
business models.

Significant risk (through to 2030)
« Megatrend will increase the cost of running an existing/conventional business
resulting in declining profitability.

« Some existing / conventional industries will cease business under current
business models.

Significant Opportunity (through to 2030)
+ Megatrend gives new business models opportunity to scale.

« Megatrend will unleash cost savings/efficiencies and reduce the cost of doing
business.

“Employment” is defined as the amount of jobs available (slso considering job
quality and pay) and the amount of skilled workers available.

Critical risk (through to 2030)
+ Megatrend will displace many existing jobs / put people out of jobs.

Significant risk (through to 2030
 Megatrend will expose labour shortages / skill gaps that will require reskilling
and or increased immigration to address.

Significant Opportunity (through to 2030)
+ Megatrend will create new jobs at scale.)
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“Health and Wellbeing” is defined as the mental and physical health of society
at large.

Critical risk (through to 2030)
+ Megatrend will have significant adverse impacts on many people’s mental and/
or physical health.

Significant risk (through to 2030
+ Megatrend will have adverse impacts on some people’s mental and/or physical

health.

Significant Opportunity (through to 2030)
+ Megatrend will promote people’s mental and/or physical health.

“Social Cohesion and Equality” the degree of social, economic and political
inclusion of all.

Critical risk (through to 2030)
+ Megatrend will lead to increases in inequality (e.g. in terms of income, gender,
race) and polarization between people with different backgrounds.

Significant risk (through to 2030)
+ Megatrend will slow down existing actions to reduce inequality, sustaining
current levels of inequality.

Significant Opportunity (through to 2030)
+ Megatrend will empower and promote the social, economic and political
inclusion of all (irrespective of age, sex, disability, race, ethnicity, origin, religion
or economic or other status) and will have a unifying effect.

“Resilient Ecosystems” is defined as the ecological quality of our natural
environment (e.g. water, plants, animals, air, light, soil) and human society.

Critical risk (through to 2030)
+ Megatrend will lead to significant degradation of ecosystems, threatening the
ability to live in some areas and reducing the quality of life in many areas.

Significant risk (through to 2030)
« Megatrend will lead to continuing degradation of ecosystems, reducing the
quality of life in some areas.

Significant Opportunity (through to 2030)
+ Megatrend will lead to significant improvements in environmental protection,
restoring ecosystems and improving the quality of life in many areas.
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Horizontal Policy
Social Innovation and Community Development Directorate

Employment and Social Development Canada / Government of Canada
Politiques Horizontales
Innovation sociale et développement communautaire

Emploi et Développement social Canada / Gouvernement du Canada

hrsdc-rhdcc.gc.ca


https://www.canada.ca/en/employment-social-development.html
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