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Having listened to the previous speakers today, perhaps I should start my own 

presentation by agreeing with much of what has been said today about the influence 
of ICTs on the future of the economy and the main ICT-induced changes that we will 
continue to see in the coming years. I will therefore try to keep my remarks short, so 
that we have more time for an informal exchange of views. 

 
A first general observation I would like to make is that ICT and its application 

to commerce are affecting not only the economy but also the conceptual framework 
we use to deal with economic development issues. In the information economy some 
old concepts and instruments with which inequality was addressed in the past may be 
losing part of their validity. For instance, a country's capacity to access and use 
information may become a more relevant a factor in its development process than its 
endowment of natural resources.  

 
A second idea I would like to put on the table concerns the relationship 

between the digital economy, globalization and the prospects of developing countries. 
Whether globalization and sustainable development can be made compatible will 
depend to a considerable extent on the effects of globalization on poverty. In turn, the 
effects of globalization on the economy and thus on poverty will be strongly 
influenced by ICT and their applications to business, which have been among the 
most powerful forces pushing towards greater globalization in recent years.  

 
So far this has been most evident in the globalization of financial markets, but 

the application of e-commerce and other applications of ICT to the real side of the 
economy may also have profound and far-reaching implications for development. 
However, these effects are taking longer to manifest themselves and, for the time 
being, affect a much smaller part of the economies of the developing world.  

 
The wider application of ICT to the real economy accelerates the pre-existent 

trend to make growth less dependent on natural resources and more on immaterial 
ones, such as knowledge, information and organizational and managerial skills. This 
should not be taken to mean that value creation will become a mostly "virtual" 
phenomenon – as the collapse of dotcom stocks should remind us. Still, by 
contributing to the enhancement of productivity, ICT is making it possible to achieve 
better standards of living. Given the low levels of productivity in developing 
countries, it is there that the adoption of ICT and e-commerce is likely to yield larger 
relative improvements in productivity. And the evidence seems to indicate that ICT 
are being adopted in developing countries at a faster pace than it was the case in 
previous technological innovations. 
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But we should not lose sight of the fact that most of the developments I just 
described remain a potential to be achieved rather than the reality of developing 
countries.  

 
 A third of the 155 million people who started to use the Internet in 2002 live in 
the developing world and the share of the developing countries in the total "Internet 
population" of the world will keep growing at a fast pace over the coming years. 
China already has the second largest Internet population in the world. However, the 
weight of the developing countries in global e-commerce remains small. It is difficult 
to assess how much e-commerce activity is taking place in the developing countries. 
We need to develop ways to measure better the digital economy in the developing 
world and this is an area of work in which I think that cooperation between UNCTAD 
and the OECD could be very productive. In any case, and although estimates vary we 
know that e-commerce in the developing world remains a small part of the global e-
commerce market – maybe about $100 billion out of about $2 trillion worldwide in 
2002. 
 

These trends indicate, first, that the Internet and other applications of ICT to 
productive and commercial activities will remain an important factor of change in the 
economy in the years to come, second, that since global e-commerce keeps growing at 
a fast pace enterprises in developing countries which do not adopt e-business practices 
may lose competitiveness and market share, and third that for the majority of 
developing countries the benefits of e-commerce remain a potential to be 
materialized.  Whatever way one looks at it (telecommunications infrastructure, cost 
of Internet access, Internet content originated in developing countries) the gap 
between industrialized and developing countries is alarmingly wide. 

 
Keeping all this in mind, I believe that the opportunities generated by ICT and 

especially by e-commerce are such that the risks that I have just described need not 
materialize. This assessment is based on the experience we have accumulated over the 
twenty years that UNCTAD has been working in the promotion of ICT in developing 
countries. What we have learned is that, contrary to many preconceived ideas, ICT 
have as large a potential to yield results, if not a bigger one, in developing countries as 
in more advanced environments.  

 
I will therefore focus on the ways that e-commerce and e-business can help to 

create economic opportunities and to promote a more balanced economic relationship 
between the developed and the developing world.  

 
I think that the key contribution of e-commerce and e-business will consist in 

an enhancement of competitiveness, directly and indirectly.  E-commerce gives 
developing countries a chance to exploit competitive advantages that were not useable 
in the “old economy” (for instance, low salaries in labour-intensive teleservices). 
Some information-intensive industries, in which the benefits of e-commerce are more 
easily realisable, are particularly important for developing countries. Tourism is one 
of them. And other labour-intensive services can now be delivered on line, giving an 
opportunity to developing countries with relatively skilled workers and low salaries. 

 
E-commerce also gives SMEs (which are the vast majority in developing 

countries) the possibility to enhance their access to international markets that used to 
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be closed to them, in practice if not in theory, because of high transaction costs (such 
as finding commercial information, complying with import-export regulations…). 
Thanks to e-commerce, entrepreneurs in developing countries can also access better-
quality services (for instance in business information or finance) thus escaping local 
de facto monopolies and enhancing their competitiveness. 

 
Of course, competitiveness requires that developing countries do not stay 

behind in the adoption of e-commerce. A small econometric experiment we conducted 
in 2001 indicated that, assuming that e-commerce results in merely a 1 per cent 
increase of productivity in developed countries and leaves it unchanged in developing 
countries, these may suffer welfare losses, in absolute and in relative terms. 

 
The ICT industry itself provides a concrete example of the new economic 

opportunities for developing countries. The share of developing countries in the 
exports of ICT goods and services keeps rising, and IT now accounts for a higher 
proportion of developing country exports than it does in the industrialized countries. 
In the E-commerce and Development Report 2002 that we published last November, 
we include the results of a study showing that "e-services", including in computer-
related services, communication services, tourism and travel have grown sharply in 
developing countries. These services can potentially enhance export competitiveness 
and produce high value-added services that give a major boost to the local economy.  
 

These optimistic views are inspired by the experience of a number of countries 
that have taken the lead among developing countries in the adoption of e-commerce 
and e-business practices. Their achievements are due in part to policies that have 
resulted in a greater integration of their enterprises into intraregional and global trade 
flows. But specific policies of the governments in this region, supporting for instance 
the deployment of crucial broadband technologies or the creation of a skilled, 
educated workforce to meet the growing needs for outsourcing by foreign firms are 
also playing an important role. 

 
Let me mention two cases that we have recently studied: India and Costa Rica.  

 
The Indian software sector is well known because of its breathtaking growth 

during the past decade. India's IT services exports – software and business process 
outsourcing in particular – have almost doubled in two years, and currently account 
for more than 16% of the country's exports and 8% of its foreign exchange earnings. 
They are predicted to reach $77 billion by 2008, contributing 10 per cent to the 
country’s GDP and 30 per cent of all foreign exchange and creating four million new 
(direct and indirect) jobs.  
 

In Costa Rica, software services exports surged from $16,000 in 1997 to $ 60 
million in 2000. At the same time, the growth of the domestic IT industry has led 
more and more firms to use ICT in their business activities, enabling them to move 
rapidly into e-commerce, e-banking and e-tourism. 
 

These two countries differ in many ways, but both have succeeded in creating 
a critical mass of IT-literate workers and IT know-how, have experience in high-tech 
development and can rely on contacts in their major export markets. There is no 
reason why their achievements cannot be replicated by other developing countries, 
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building on the lessons drawn from these experiences and on their own national 
strengths and policies.  
 

Now, which could be some broad lines along which these policies could be 
designed? What can countries do in practical terms? 
 

In the first place one should remember that the creation of information and 
knowledge are, in the final analysis, a human endeavour in which computers are mere 
instruments. Building human competence in e-commerce and e-business is of the 
utmost importance.  Awareness building, education and training should focus not only 
on improving technical competencies but also on changing mindsets and developing 
an e-commerce culture among both entrepreneurs and public-sector decision-makers. 
 

Secondly, a legal and regulatory framework that supports and facilitates the 
application of information and communications technologies to trade and to business 
in general needs to be defined and implemented. Issues such as security, privacy, 
consumer protection and intellectual property rights, among others, should be dealt 
with keeping in mind the particular needs and means of the developing countries, but 
also the fast-changing realities of e-commerce and its potential. 
  

Thirdly, issues of infrastructure, connectivity and access need to be addressed. 
These may include measures taken in the wider context of economic modernisation 
policies, such as those tending to enhance competition in telecommunications 
services; but other measures, such as the promotion of open-source software or the 
possibilities offered by low-cost access devices could be the object of specific policies 
and partnerships. Governments should also step up their efforts to make sure that the 
advantages of e-commerce are not lost through inefficiencies in more traditional parts 
of their infrastructure such as ports, customs, etc. Fortunately, ICT provides the tools 
with which many of the inefficiencies that affect such infrastructure (for instance, 
slow customs procedures) can be alleviated: UNCTAD has direct experience of this in 
a very large number of developing countries.  
 

Fourthly, developing countries should take advantage of ICT and e-business 
practices to improve the transparency of the operation of markets and public 
institutions. A major obstacle to the participation of SMEs from developing countries 
in international trade is the lack of adequate trade-supporting services, often in the 
hands of inefficient domestic providers. When these services are provided directly by 
the public sector (for instance, Customs), corruption may add an extra cost that erodes 
the competitiveness of enterprises. ICT, and particularly the Internet, can make it 
easier to challenge the position of vested interests (for instance, by facilitating the 
access of new suppliers) and are powerful tools to improve governance (for instance, 
by helping reducing the opportunities for arbitrary decisions by civil servants). ICT 
can thus help reducing the burden of corruption that now falls mainly on SMEs and 
the weaker players in the economy. 

 
Finally, at the international level, developing countries should engage more 

actively in the definition and implementation of multilateral rules affecting e-
commerce. They should participate more actively in international discussions 
concerning issues such as domain names or the fiscal aspects and implications of 
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electronic commerce. Developing countries should also be more involved in Internet 
governance, which can have important business implications. 

 
The to-do list is of certainly longer than the concepts that I have sketched, but 

I will not elaborate any further in order to save time for a discussion of these and other 
issues.    
 

Thank you for your attention. 


