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THE | MPACT AND RELEVANCE OF ELECTRONI C COMVERCE
ON TRADE GROWH AND DEVELOPMENT

(Agenda item 4)

1. For its consideration of this item the Comm ssion had before it the follow ng
docunent ati on:

"Implications for trade and devel opment of recent proposals to set
up a gl obal framework for electronic commerce" (TD/ B/ COM 3/17);

"Policy issues relating to access to participation in electronic
comerce" (TD/ B/ COM 3/ 16);

"Report of the expert neeting on capacity-building in the area of
el ectronic comerce: human resource devel opnent” (TD/ B/ COM 3/ 13-
TD/ B/ COM 3/ EM 6/ 3) ;

"Trade efficiency assessnent methodology (TEAM: an update”
(TD/ B/ COM 3/ 15).

2. The representative of the UNCTAD secretariat, introducing agenda item4, said
that el ectronic comrerce was an area in which UNCTAD and its sister institutions,
especially the International Trade Center (I1TC) and the Econom ¢ Comr ssion for
Europe (ECE), had a head start, having addressed the issue as early as 1991, when
the trade efficiency programme was |aunched. Since then, the international
community had started to devote nore attention to the main policy, regulatory,
| egal, econonmic and technical issues underlying electronic conmerce. At the
mnisterial conference of the Organisation for Econom c Co-operation and
Devel opnent (CECD) on "A borderless world", and at the Partners for Devel opment
meeting in Lyon, it was considered that the design and inplenentation of a gl obal
framework for electronic comerce required that the devel opment di nension shoul d
be treated as a matter of priority. In that context, the work and rel evance of
UNCTAD was increasingly seen as central.

3. It was inportant to address the issue of devel opnent and el ectronic comerce
with at |east two questions in mnd, nanely: what were the conditions under which
devel opi ng countries would be able to access the technol ogies, infrastructure
and know how necessary to be active participants in gl obal electronic comerce?
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And, assumi ng that such access existed, how woul d devel oping countries and their
enterprises use it? In other words, what kind of content would circulate on such
gl obal networks? Those thenes had been addressed at the nmeeting in Lyon and in
t he documents on electronic comrerce produced for the current session of the
Conmi ssion. That work woul d becone even nore inportant as the next mnisteria

conference of the Wrld Trade Organization (WO drew near, and as UNCTAD
prepared for its tenth conference, in Bangkok

4. Followi ng the recommendati ons of the expert nmeeting on "Capacity-building in
the area of electronic commerce: human resource devel opnent”, the secretariat
was receiving an increasing nunber of requests from nenbers to develop its
training and human resource devel opment programre in the area of electronic
comerce, and therefore a nunmber of specific products had been devel oped, in
particular within the TRAI NFORTRADE progranme.

5. Wth respect to the Conmi ssion’s request to report on the progress of the
trade efficiency assessnment exercise, a revised and sinplified approach had been
suggested by the secretariat. The suggestion was based on a practical study
carried out a few nonths earlier in Canbodi a.

6. He introduced the progress report describing the ways in which the Division
on Services Infrastructure for Devel opment and Trade Efficiency had inpl enented
the recomendati ons made by the Comm ssion at its first two sessions. Mich had
been achieved, in spite of the heavy workl oad generated by the preparations for
the Lyon meeting and shrinki ng extrabudgetary resources.

7. He gave a brief account of the outconme of the Partners for Devel opnent
nmeeti ng. Feedback suggested that the positive spirit shown at the neeting would
be carried forward, and that UNCTAD woul d be able to use the inpetus from Lyon
to prepare in the best possible fashion for UNCTAD X. In Lyon, sonething new
had been attenpted and sonet hi ng new had been achi eved. The current di scussion
woul d build on that success and confirm that UNCTAD was, as its creators had
i ntended, a true agent of change for devel opnent.

8. The representative of Argentina, speaking on behalf of the Latin Anerican and
Cari bbean Goup, underlined the inportance of electronic comerce for
devel opnent, and expressed the hope that electronic commerce and data exchange
could be used to help the Central American countries in their efforts to overcone
the devastating effects of Hurricane Mtch

9. The Internet had grown remarkably, from one mllion users in 1992 to
approximately 100 mllion in January 1998. According to UNCTAD docunentation
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there were now nore than 8.5 mllion users in Latin Anerica and the Caribbean
and 34 mllion were forecast for the year 2000. The nunber of websites was
expected to increase to 500,000 in 1999.

10. El ectronic commerce was beginning to have an inmpact on traditional forns of
trade and rel ated services, and would inevitably have an inpact on the relations
bet ween business, consuners and CGovernnents. Meanwhile, the framework for
el ectroni c commerce was bei ng studi ed by a nunber of institutions, such as the
Wrld Intellectual Property Oganization (WPO, the United Nations Comm ssion
on International Trade Law (UNCI TRAL), the CECD and the World Trade Organi zation
(Wro), and devel oping countries were faced with negotiations to regulate and
define the future use of electronic transm ssions. UNCTAD s work was particularly
i mportant in focusing on the devel opnmental aspects of electronic comrerce, and
UNCTAD needed to use its analytical ability to assess the social and economc
i npact of electronic commerce on the devel opnment of the Latin American and
Cari bbean region. Local businesses would greatly benefit from guidelines and
training in electronic comrerce

11. In the forthcom ng discussions at the current session of the Conm ssion on
ways of facilitating the access of devel oping countries to el ectronic comrerce,
attention should be given to the need to determine the appropriate ways to
i mprove Internet access, particularly with regard to the |legal framework and the
econom ¢ and financial inplications. He noted that UNCTAD s Trade Poi nt Programme
was an inportant elenent to be taken into account in that exercise. He therefore
recommended that an expert neeting, with the participation of representatives
from Trade Points, should be convened in 1999 to discuss matters pertaining to
el ectroni c commerce

12. The representative of India, speaking on behalf of the Asian G oup and China,
said that UNCTAD was a vital link in the chain of trust and nutual understanding
that needed to be built and strengthened in the area of electronic comerce
The Asian region had been one of the world s main sources of information
t echnol ogy, equi pnent and services over the last two decades. The region’ s high
| evel of education and conputer literacy made it a potential major player in
gl obal el ectronic conmerce. Al so, a large nunber of Asian countries had
participated in the drafting of the proposals on electronic commerce made by the
countries of the Asia-Pacific Econonic Cooperation (APEC) forum which were anong
t he nost advanced sets of proposals put forward by a regional group of countries.
However, Asia also included some of the poorest countries in the world, and for
those countries, electronic comerce would not becone a reality unless the basic
i ssues of access to information infrastructure and human resource devel opnment
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were addressed. The Lyon neeting had provided a mmjor opportunity to address
those issues. He noted with satisfaction that the first Trade Efficiency
Assessment Pilot Study had been carried out in an Asian | east devel oped country.
It was to be hoped that the next few nonths would see a renewal of donor interest
in the Trade Point Programme, as recent devel opments in the programe in several
Asi an countries had been very positive. The Comm ssion could make an i mnportant
contribution to enhancing the way in which electronic commerce was dealt with
at UNCTAD X, where it would be one of the nost inportant itens on the agenda.

13. UNCTAD shoul d nake efforts to inprove the current infrastructure deficiencies
in developing countries in ternms of hardware, the legal framework and human
resource devel opment, to enable those countries, particularly the | east devel oped
countries, to take advantage of electronic comrerce and avoid margi nalization

UNCTAD ought to participate actively in all international forunms where the
i nternational rules and standards of electronic conmerce were being devel oped,
to protect the interests of the devel oping countries.

14. The representative of Mauritius, speaking on behalf of the African G oup
said that electronic comerce was bound to affect fundanentally the way economc
activities were conducted, particularly with regard to business and financia
services, entertainment and tel ecomunications. 1In those circunstances, there
would be no place for onlookers, and coll aborative and cooperative alliances
woul d be commonpl ace. Those positive devel opnents would have their own far-
reachi ng consequences and inplications for the necessary infrastructure, |ega
and regulatory issues, proprietary rights and other trade, technical and
financial issues related to electronic conmerce. The devel opnment di mensi on
shoul d not be ignored, and UNCTAD should use its conparative advantage in such
a way as to ensure coordination and synergy in the work of all the rel evant
organi zations and the international conmunity in general in order to avoid the
dangers of marginalization. Developing countries, and their small and medi um
sized enterprises, should derive benefits from the devel opment of electronic
comerce: to do so, they needed to commt thenselves to that devel opnent, as
African Mnisters had already done in giving their assent to the WIO Decl arati on
on G obal Electronic Conmerce in May 1998.

15. The representative of Cuba said that electronic comerce was another
expression of the pressure of globalization. A solution had to be found to the
probl ens of human resources and the financial cost of access to the Internet in
order to avoid increasing the gap between devel oped and devel opi ng countri es.
Privatization was not the only solution to that problem A first step in the
devel opnent of electronic comrerce in devel oping countries would be to inprove
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busi ness-to- busi ness and governnent-to-busi ness rel ati onships. Such a strategy
woul d help to increase the efficiency of both the State and the enterprises and
woul d i nprove their competitiveness.

16. He supported the idea of having sinple and flexible rules and regul ati ons
for electronic conmerce, but they should not dimnish State sovereignty, as the
State had to be able to protect national vital interests. It was inportant that
trade facilitation and enterprise devel opnent should take place in an adequate
i nternational environment without interference in the sovereignty of any State,
wi thout restrictive trade nmeasures, wthout practices that went against
established principles of international law, and wthout wunilateral and
extraterritorial |aws.

17. The representative of the United States of Anmerica said that the progress
report on the inplenentati on of agreed concl usi ons and reconmendati ons prepared
by the secretariat should be discussed during the session to determ ne the
suitability of, and need for, further action. UNCTAD could play a role in
assisting developing countries to understand the policy inplications of
el ectroni c comerce-rel ated devel opnent. The nost suitable role for UNCTAD was
to serve as an analytical clearing house for information for devel oping
countries. In close cooperation with the relevant organi zati ons, UNCTAD coul d
set up a database on the state of connectivity in devel oping countries, which
woul d be useful for devel oped countries which wi shed to provide assistance in
those areas. The President of the United States of America would be making an
i mportant announcenent on electronic conmerce on 30 Novenber 1998; details of
that statenent would be nmade avail able on the Internet, as well as on hard copy.

18. Wile awaiting the outcone of the ongoing investigations of the Ofice of
Internal Oversight Services (O0S), all references to the SEAL (Secure El ectronic
Aut henti cated Link) project should be deleted fromthe UNCTAD website, and no
SEAL projects should be carried out before being authorized by the Comm ssion

Mor eover, electronic trading opportunities should not be considered before the
eval uation of themwas di scussed at the forthcom ng nmeeting of the Wbrking Party
on the Mediumterm Pl an and t he Programme Budget.

19. The representative of the Russian Federation said that the recent advances
in information and tel ecomuni cati ons technol ogy were reshapi ng the ways in which
i nternational trade was conducted, by connecting participants from different
parts of the world in one electronic market. G ven UNCTAD s mandate as the
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central United Nations body for questions related to trade and devel opnent, he
was in favour of UNCTAD s involvenent in electronic conmerce issues.

20. Electronic comerce was so far mainly restricted to devel oped countries, such
as the United States of Anerica, Japan and European countries, since its
devel opnment was heavily dependent on the availability of a critical mass of
I nternet users. Developing countries and countries in transition were stil
constrained by the relatively high cost of access to and use of the Internet.
Unequal conditions in that area, as well as in the availability of financial and
human resources, needed to be addressed in order to nmake el ectronic comrerce into
a global instrument of growh and devel opnment for the whole international
community. Governnents should play an active role in that respect, not only as
regul ators, but also as active participants and, ideally, also as a source of
funding for training and initial support to conpanies trying to establish
themsel ves in the area of el ectronic conmerce.

21. Wth a viewto facilitating the further devel opnent of electronic comrerce
and increasing its benefits for all participants, a nunmber of CGovernnents had
prepared proposals for a global framework for electronic conmerce. The Russian
Federation fully supported UNCTAD s activities in that area, including the recent
meeting in Lyon, and was convinced that UNCTAD could contribute substantially
to the creation of a harnonized and transparent |egal environnent for electronic
conmerce in the future.

22. The representative of Austria, speaking on behalf of the European Union, said
that electronic comerce had fast beconme an attractive addition to the
traditional ways to trade for enterprises in developing countries, and was
generating new business practices. The secretariat’s analytical work was useful
in helping Governments to better identify the technical, human, financial and
legal difficulties faced by conpanies in devel oping countries in accessing and
usi ng the new technol ogi es. The expert neeting on "Capacity-building in the area
of el ectronic comerce: human resource devel opment” had been particularly useful
in that regard

23. The representative of Japan said that electronic comrerce offered mgjor
opportunities to developing countries, as it allowed small and nediumsized
enterprises with original ideas to conpete with large enterprises w thout the
need for large anobunts of capital investnment or a large infrastructure. The
potential inportance of electronic comerce between devel opi ng countries should
not be overl ooked. El ectronic commerce was a system that made speedy
transactions possible, but that also presentd obstacles. Devel oping countries
shoul d therefore be encouraged to work on trade facilitation by providing the
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necessary environment, such as trade processes and infrastructure, to allow
enterprises to take full advantage of the benefits of electronic comerce.

24. The representative of China said that the inpact of the information
technology industry on the national econony was far greater than that of
traditional industries. Electronic conmrerce, characterized by its high
efficiency, low costs, high return and global nature, was replacing the
traditional economic and trade structures, and it would surely have a far-
reachi ng i mpact on the world econony and trade.

25. China had recently formul ated a national strategy for the devel opnment of the
i nformati on and Internet economy. It had been the first country to establish
a Trade Point devel opnent centre after UNCTAD | X, and there were now three Trade
Points in operation, in Beijing, Shanghai and Weifang. It had al so established
an international electronic comrerce network with a | arge nunber of foreign trade
information termnals, and had successfully launched its first electronic foreign
trade tender in Cctober 1998.

26. However, there were also problems in devel oping el ectronic conmerce, such
as the lack of awareness of its inportance at the enterprise |level, and the | ack
of technol ogy, electronic infrastructure and qualified technicians, as well as
rel ated financial and |egal problens.

27. He recommended that efforts should be undertaken to pronote the understanding
of electronic comerce between countries, and that the different |evels of
devel opnent of countries should be taken into account when drawi ng up a gl oba
regul atory framework, which should follow a gradual approach. Al so, the
devel oped countries should provide technical assistance and funds to the
devel oping countries to build up their infrastructure and capacity, so as to
pronote a bal anced devel opnent of electronic comrerce. While the positive role
of the private sector in the development of electronic conmerce should be
recogni zed, the Governnment’s role in forrmulating policy and guidelines at the
macro | evel should not be overl ooked.

28. The representative of Uganda said that electronic conmerce provided
opportunities and challenges to developing countries, and gave them the
possibility of "leapfrogging” in the process of beconm ng integrated in the world
econony. He highlighted the wide disparities in access to services nentioned
i n docunent TD/ B/ COM 3/ 16 and the especially weak position of African countries.
Connectivity in rural parts of Africa was problematic as wire tel ephone services
were not available. In such areas, access to the Internet was only possible
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through cellular or satellite tel ephone connections, which were nore expensive.
It was essential to create the necessary infrastructure and provide for the
devel opnent of human resources.

29. Major proposals had been put forward to create a global framework for
el ectronic conmerce, with WO considering the rules and regul ati ons that woul d
be required. UNCTAD had a vital role to play in hel ping devel opi ng countri es,
especially the | east devel oped and African countries, to identify the issues that
woul d be taken up in whatever global framework energed. He expressed his
appreciation for UNCTAD s work in establishing a Trade Point in Uganda, and
devel opi ng capacity-building in the electronic field. The Lyon neeting had been
useful in providing devel oping countries with the opportunity to network with
actors from Governments, the business world and civil society.

30. The representative of Switzerland said that el ectronic comerce was evol ving
rapidly and that devel oping countries needed to be actively involved in it in
order to increase their participation in the global trade in goods and services.
The priority for developing countries should be to inplenment the necessary
tel ecomuni cations infrastructures, and the private sector had a crucial role
to play in defining the regulations that woul d govern el ectronic comerce. The
role of States in that respect was also vital, but governnent policies should
be limted to the protection of private interests.

31. Considering that several certification mechanisns existed, it was vital to
apply the principle of non-discrimnation and interoperability of such
mechani sms, in particular through the nmutual recognition of certificates and
el ectronic signatures. However, the technology in that area was evolving so
quickly that it was difficult to adopt a top-down approach to the subject.



