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JOINT GOVERNMENT-PRIVATE SECTOR COMMITTEE OF EXPERTS ON ELECTRONIC COMMERCE

PRIVATE SECTOR – U.S. DELEGATION

ELECTRONIC COMMERCE

SMALLER ECONOMIES
Electronic commerce has the potential to help both producers and consumers, particularly small and medium sized enterprises, overcome some traditional drawbacks in trade.  Issues such as distance to markets, lack of information about market opportunities and available supply can be surmounted.  It cannot, however, overcome all trade related problems, such as supply capacity.  While some smaller economies may already have the capacity to produce items that can be delivered by e-commerce, others might use the Internet as a tool for advertising, searching or to purchase products.

Potential Benefits
· Increased choice of products

· Lower priced products

· Increased information regarding availability of products

· Increased competition among suppliers leading to lower prices and higher quality products.

· Reduction of  barriers to entry to the world market 

· Reduced transaction costs

· Increased advertising possibilities

· Increased efficiency in public procurement -- through greater speed, efficiency and transparency.

· Increased potential for delivery services, as some products purchased still require physical delivery.

These benefits may necessitate change by local producers as they face increased competition from foreign companies. Local suppliers will need to become more flexible and efficient.  Business will need to prepare themselves for increased competition.  On the other hand, substantial increases in private sector employment have been noted.

SMALL BUSINESS
Electronic commerce can bring many benefits to developing country producers by opening additional market opportunities.  Developing country producers will experience the same benefits as developing country consumers if they import items that are traded electronically.  To the extent that electronic commerce opens access to new trade-related information (for example, on  government or private purchases announced for bidding on the Internet) it should, in itself, enhance the export possibilities of developing countries.

Electronic commerce reduces not only the problem of distance from buyers, but also other barriers to entry.  A small business no longer need be physically present to sell in a foreign market.  It can maintain a “virtual shop.”  Contact points on the Internet may enable storage to be close to the production site reducing the need for extensive and expensive inventories.  This would also allow for direct distribution to the consumer.  Increased advertising possibilities world-wide may be of interest to small and medium sized enterprises that traditionally find it difficult to spread information to potential customers in foreign countries.  Virtual shops do not require large investments, even though some complicated Internet sites can be relatively expensive.

Electronic commerce may enable small enterprises in developing countries with no physical establishment in the country to which services or goods are being marketed to eliminate or reduce costs associated with middlemen in selling their products.  For instance, in tourism it may be possible for hotels, tour organizers etc. to establish direct contact with their customers, complementing or avoiding middlemen and potentially building new capacity.

Many products ordered and sold electronically may still need to be physically delivered.  Electronic commerce may increase the potential for delivery.

RAISING SKILLS AND AWARENESS

As electronic commerce evolves and more types of commerce are carried out electronically, there will be an increased need for specific skills. Basic computer knowledge and knowledge of the Internet is needed if only to search for a product or information. However, other skills, such as understanding of a foreign language, skills in designing a website, and skills regarding electronic payments will be needed to take full advantage of the opportunities available.  In addition, there will be an increased need for technical skills required to service e-commerce related equipment.

Many developing countries do not yet possess such a skilled workforce. Capacity building in the field of information technology is therefore crucial.  The development of electronic commerce puts a premium on the development of education policies to ensure that training institutions curricula meet the needs of industry.

Electronic commerce itself can contribute to the educational process, for example through distance courses via the Internet which may enhance education possibilities and the quality of the education offered.  Universities can link with one another to enable universities in developing countries to get access to databases and other valuable information.

These benefits will not be automatic.  To ensure that even the poorest segments of populations benefit it will be necessary for policy makers to ensure the availability of extensive basic education and access to the required infrastructure.

NETWORK ACCESS AND RELIABILITY

A functioning and reliable telecommunications network is the principal requirement for conducting electronic commerce.  Governments can affect telecommunications access through the regulatory environment, prices and public information.

Capital investment is needed to increase telecommunication access.  The initial costs of infrastructure may be high, involving the installation of a central exchange, building a satellite earth station, etc.  It may be that more households could afford access to private telecommunications; however, the inability to afford such service might be due to tariffs being set higher than average cost, inefficiencies, financial constraints or market restrictions.

If widespread access to telecommunications at low prices can enhance the capacity of a country to participate in electronic commerce, a policy goal might be to enhance access and reduce prices.  Allowing private competition in telecommunications could be one step towards that goal.

Government policy can also affect access to computer software and hardware.  Most countries in the hemisphere do not have domestic production of computer hardware and software.  High customs duties and sales taxes can reduce access to computers and related equipment.  Governments could consider a policy aimed at increasing its country’s participation in electronic commerce through reducing the cost of computer equipment to the end user.  Some means to achieve this end include duty-free or low duty access for computer equipment, ensuring competition in supply, reductions in various taxes affecting related equipment.

Policy decisions also affect access.  While income level is a key determinant of Internet development, it is not the only one.  According to the ITU, other factors include sector infrastructure, policies, service and equipment pricing and social factors, such as age and education.

Governments can encourage local and foreign investment by signing and following agreements such as commitments under GATS or the ITA which ensure a friendly investment climate.

BUSINESS USERS
The International Finance Corporation, in a recent study on the use of the Internet by corporations in developing countries, showed that in such companies fewer people in each company have access to the Internet than in developed country companies.  The primary benefit of the Internet mentioned by developing country companies is use of e-mail, used for communications both within the company and externally.  However, many of the developing country companies that use the Internet already have their own home pages and use the Internet to make searches.  Other uses such as financial and credit transactions are used less frequently, possibly due to the state of financial regulation, contract law and other general business legislation or practice.  
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