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Executive summary

Thi s docunent has two main objectives: (1) to assess the current state of
connectivity/accessibility of wvarious countries and groups of countries to
I nternet-based electronic commerce; and (2) to identify main areas in which
policy issues need to be addressed in order to enhance access to participation
I n e-conmmerce

The true revolution (and rapid growh) in electronic comrerce has conme from
its Internet-based conponent. From the point of view of smaller players
(including small and nediumsized enterprises and the mgjority of devel oping
countries), this means that, in many respects, their ability to participate in
wor | dwi de el ectronic commerce will depend directly on their ability to connect
to the Internet. Avail able data show exponential growth of Internet connectivity
wor | dwi de, with even higher growh rates in the developing world. However,
i nequalities in this respect remain strikingly high, since the capacity to
produce, store and dissemnate information on the Internet remains heavily
concentrated in the nore advanced countries. This phenonenon may not be reversed
if current cost structures are not nodified: if Internet access remmins scarce
and expensive in devel oping countries, their participation in electronic comrerce
will remain limted to traditional 'subcontracting’ or 'pre-contractual’
rel ati onshi ps.

In order to fornul ate and i npl ement appropriate policies regarding access
to participation in electronic conmerce, Governnments will need to consider the
areas in which electronic commerce is nost likely to bring benefits to their
respective national econom es; business-to-business, business-to-consunmer and
busi ness-to-governnent transactions need to be considered in that respect.
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Introduction !

1. Internet based electronic comerce has started to challenge and

revol utioni ze the analytical and practical bases of international trade:

(a) Because it has the potential to reduce transaction costs globally, it
reduces traditional geographical disadvantages, especially those |inked
to distance,

(b) Because it allows direct contractual relations between buyers and sellers,
it contributes to the energence of new conpetitors in an increasing nunber
of markets; smaller firns (and snmaller econonmies) can now becone
successful conpetitors on international markets, and,

(c) Because it is based on information networks and information flows, it
enhances transparency in markets by making buyers and sellers al npst
i nstantaneously aware of the price, quality and delivery conditions
of fered by various conpetitors.

2. I nternet-based electronic comerce hence holds significant promse for
trade and devel opnent, especially for those devel opi ng econonm es which, unti
now, have found it difficult to inplenent successfully diversification and trade
efficiency strategies, for exanmple. However, all the expected positive effects
of such commerce will not materialize unless two sets of conditions are net:
(a) Li ke any new market, electronic commerce will require a delicate mx of
freedom and rul es; because it is global by nature, electronic comrerce
will require a well balanced set of global rules in order to be freed from
inhibiting restrictions at the national |evels;
(b) The present inequalities separating countries and enterprises in terms of
accessibility, connectivity and prices will need to be addressed as a
matter of priority.

3. The present docunent focuses on providing an up-to-date description of the
current state of Internet-based el ectronic conmerce, both froma global and from
a regional and national point of view Priority attention is given to
connectivity issues, as well as to the potential uses which enterprises can nmake
of the new tools of electronic comrerce. The devel opnment of el ectronic channels
to support business-to-business comerce, retail comerce and governnent
procurenent are analyzed in that content. The analysis includes a review of
several current initiatives to enhance trade efficiency through the application
of tel ecomunications and i nformati on technology in the various elenents of the
i nternational trade process.

A. Overview of recent trends affecting Internet-based electronic commerce

4, The past several years have seen an explosion in the use of the Internet
as a channel for global comerce, facilitating the sale of both virtual goods
(e.g. online information, software and services) and physical nmerchandi se
Al t hough enterprises and individuals in many developing and transitiona
econom es are already participating to some degree in electronic commerce, the
maj or conmerci al inmpact to date has been felt in the United States, Europe and
Japan. Traditional marketing and custoner service paradigns for whol e industries
(e.g. travel, stockbroking, bookselling) are being re-engineered to take

! This docunent is being published sinultaneously on the UNCTAD website
(http://ww. unctad.org). Many of the references to institutions, enterprises, documents
and so on are identified as “hyperlinks” in the electronic version of the docunent, so that
the user can click on the highlighted text to go directly to the relevant website
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advant age of the interactive functionality, ease of information exchange and cost
efficiencies offered through the use of Internet-based distribution channels.

1. Growth in Internet usage

5. One of the key factors driving this dramatic growh in electronic comerce
among the industrialized econom es has been the achi evement of a critical nass
of online users. International Data Corporation (1DC) has estimated the current
I nternet user population at 100 mllion, and it envisages that this worldw de
figure will increase to 320 mllion by 2002. It also predicts that “nost of the
growth in Wb usage will come outside of the United States as nore people in
devel opi ng countries enbrace information technol ogy.”

2. Growth of Internet sites worldwide
6. The nunber of Internet hosts, or servers connected to the Internet, has
al so been rapidly increasing since the first survey was conducted by Network

W zards in 1995. The growth in total hosts is summuarized in table 1 bel ow

Tabl e 1: Nunber of Internet hosts worl dw de

Survey | Jan-95 | Jul-95 | Jan-96 | Jul-96 | Jan-97 | Jul-97 | Jan-98 | Jul -98
Date

Hosts 5, 846 8,200 | 14,352 | 16,729 | 21,819 | 26,053 | 29,670 | 36, 739
(000s)
Source: NUA, How Many Online?; Nielsen/ConmrerceNet Survey

7. Growt h, however does not mean equality: the density of Internet hosts in
sel ected countries is presented in table 2 below, expressed as the nunber of
peopl e per Internet server.

Tabl e 2: Nunber of people per Internet server, for selected countries

Country/territory People per Country/territory People per
server server

Fi nl and 25|} Hong Kong, China 310
United States 50 || Japan 470
Australia 60| South Africa 930
Canada 70 ]| Rep. of Korea 1, 550
Net her | ands 90 || Brazil 8, 000
Si ngapor e 125|| Thai |l and 15, 000
Uni ted Ki ngdom 130|| I ndonesi a 87,000
Cer many 180 || Chi na 561, 000
| srael 185 I ndi a 1, 200, 000

Source: Killen & Associ ates; Network W zards
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3. Growth in revenues from electronic commerce

8. El ectronic commerce has been growi ng steadily throughout the 1980s and
1990s, but until the md-1990s nmost of this commercial activity was taking place
on private-sector val ue-added networks (VANs), such as those operated by CGEIS
and 1BM Mst of the business-to-business conmerce involved | arge nmanufacturers
in industries such as auto and retail nerchandise placing orders with their
suppliers. Many government agencies al so di ssem nated procurenent notices and
accepted bids fromvendors through these VANs.

9. During this period, a nunmber of consumer and business-oriented online
servi ces, such as Conpuserve, Prodigy and D al og/ Dat aSt ar, began expandi ng their
proprietary networks internationally or distributed their services abroad through
comerci al VANs.

10. Beginning in 1994, a nunber of fee-based information services began
operations on the Wrld Wde Wb, followed very quickly by conpanies selling
consuner and industrial goods, as well as providing internediary services such
as obtaining quotes for insurance cover. By 1997, the total value of electronic

comer ce being conducted on the Internet was estimated by IDC at US$ 8 billion
Forrester Research and Sinmba Information both estimate the 1997 figure at US$
9 billion. IDCrecently projected that total electronic comerce revenues wil

rise to US$ 400 billion by 2002 al though Sinba predicts a nore nodest figure of
US$ 102 billion.

11. Sinba Information also predicts that total revenue fromel ectroni c comerce
(including Internet, VANs and CD-ROM will reach US$ 28.8 billion in 1998, with
the business-to-business conponent of this revenue stream totalling US$ 19
billion. They forecast that this latter figure will growto US$ 58 billion by
2002. O her researchers foresee much nore robust growth -- Forrester Research
predicts that business-to-business el ectronic comerce revenue al one should reach
US$ 327 billion by 2002.

12. Al though differing forecasting nmethodol ogi es and definitions of electronic
comerce are enployed by the research houses quoted in this paper, the various
projections all point to double-digit increases in electronic comrerce activity
in the com ng years.

B. Regional perspectives

13. Al t hough I nternet use and el ectronic conmerce are grow ng throughout the
world, there are significant variations in absolute |levels and growh rates, both
anong industrialized countries and between the devel oped and the devel oping
worl d. The follow ng discussion provides sone perspectives on these regiona
devel opnents, followed by an analysis of the inpact on consumer, business-to-
busi ness and governnent purchasing activities.

1. Europe

14. Growth in European Internet usage and electronic comrerce initially |agged
behind that in the Unite States, but the proliferation of Internet service
providers (ISPs) and online services (e.g. AOL) has hel ped fuel significant
recent growth.?

2 See Annex |.
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15. Germany and the United Kingdom have the | argest popul ati ons of Internet
users (6.1 mllion and 7.2 mllion, respectively), although the overall Internet

penetration (percent of population online) is only 7.3% and 12.8% respectively.

Internet penetration is highest in Scandinavia, including Sweden (27% online),

Norway (32.5% and Finland (35%. France has 3.8 mllion Internet users (6.5%
of popul ation), though this does not include the mllions of Mnitel users, which
represented a significant source of electronic conmerce activity |long before the
energence of the Web.

16. Forrester Research has estimated that el ectronic comrerce in Europe wll
total approximately US$ 1.2 billion in 1998, rising to US$ 64.4 billion by 2001
with the majority of the volume growh (88% comng in business-to-business
conmerce. A recent survey of 900 Western European busi nesses (of all sizes) by
MORI found that alnost half of their directors expressed confidence that
“electronic comrerce is the best option for the future of their business”. O
the firnms polled which are active on the Internet, nearly 25%indi cated that they
were already showing a profit fromtheir online activities and 58% have realized
significant cost savings through their use of the Internet (e-mail and Wrld Wde
Web) in conducting business.

17. Many SMES in Europe appear to be taking a close | ook at opportunities in
el ectronic comerce. A British Tel ecom sponsored survey published in August 1998
showed that 54% of nedi umsized conpanies and 33% of small conpani es have an
I nternet presence (E-mail and/or World Wde Web). O the firnms which had
I nternet access, 66% indicated that e-mail was now crucial to their business.
In an earlier study by the same group, 81% of the firms surveyed indicated that
the Internet would be an intrinsic part of their business’ future.

2. Africa
18. African connectivity has inproved significantly since the early 1990s but
is still at very low |levels conpared to the devel oped econonies.? There are now

al nost 150,000 Internet hosts in Africa, as well as over 250 ISPs. The mpjority
of the current users are in South Africa (600,000), and only one out of every
8,000 people elsewhere in Africa is an Internet user. Countries in Africa
| eading the growth in Internet usage include Senegal (2,500 users), Tunisia
(3,500), Ghana (4,500), Kenya (5,000), Mrocco (6,000) and Zi nbabwe (10, 000).

19. In 1996, only 16 African countries were connected to the Internet. Today,
over 75% of the 53 capital cities in Africa enjoy full Internet access. About
10 countries provide local-call Internet access in a second major city, while

nore than 10 others offer local-call access to the Internet throughout the
country. However, connectivity in rural Africa continues to be problematic.

20. The cost of even dial-up Internet access remains high in many African
countries. The table in Annex Il summarizes the annualized cost of just five
hours per nonth of Internet access time in selected African countries. The
annual cost ranges froma | ow of US$ 136 in Botswana to as high as US$ 1,740 in
Angol a. This conpares with an average cost for 20 hours of Internet access
(phone and ISP fees) of US$ 29 per nmonth (US$ 348 annualized) in the United
States, US$ 74 (US$ 888 annualized) in Germany and US$ 65 (US$ 780) in the United

3 See Annex I1.
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Ki ngdom according to a recent OECD paper.“* Taking into account the differences
in per capita incone, Internet access costs in Africa are still very expensive
for local residents. As many parts of rural Africa do not even have wreline
t el ephone services, these areas can only access the Internet through cellul ar
wireless local loop or satellite tel ephone connections, which are typically even
nor e expensi ve.

3. Middle East

21. Countries in the Mddle East which permit public access to the Internet

have seen substantial increases in the nunber of users online.® Israel |eads the
region in total Internet population and penetration, with 300,000 users (5.5%
of the population), followed by the United Arab Emrates with 88,600 users
(3.09%, Egypt with 61,000 users (0.1% and Lebanon with 43,800 users (1.1%.

I srael has 88,000 Internet hosts, which compares to just under 14,000 in the
United Arab Enmirates, 5,600 in Kuwait and slightly over 2,000 in Egypt.

22. A recent survey by the DIT Goup estimated the total value of electronic
commerce in the Mddle East at between US$ 9 and 11.5 million in 1997. Only a
small mnority of the Internet services providers (1SPs) interviewed for the
survey accepted paynments through their Wrld Wde Wb sites or those which they
manage for their clients. Only 20% of the |SPs surveyed offered secure
transaction capabilities. As a result, the survey estimated that only 4% of
users fromthe region had actually made purchases through the Internet in the
past year, nostly from conpani es outside the Mddle East. However, the Arab
sof tware conpani es participating in a separate conponent of the study indicated
that they expected that up to a third of their transactions would take place
through the Internet in the next 2-3 years®.

4. Latin America and the Caribbean

23. Latin Anerica has been experiencing explosive growth in Internet use over
the past several years. Estimates of the nunber of Latin Americans online today
range from 4.5 mllion (Nua) to over 85 mllion (Nazca Saatchi & Saatchi).
Nazca Saatchi & Saatchi also projects that the Internet population in the region
will growto 34 nillion by 2000 and that the nunber of Latin American Wrld Wde
Web sites, nostly business-oriented, will reach 500,000 by 1999.°

24, Trade liberalization and econom c growth have rel eased a huge anmount of
pent-up demand for information technology at the business and consuner |evel.
For exanple, in 1993 only about 44,000 PCS were sold in Brazil, whereas in 1997
this figure reached 2.5 million. Latin Anerican consuners are apparently |ess
wary of purchasing online than in sone other regions. The Nazca Saatchi &

4 Dismantling the Barriers to dobal El ectronic Commrerce, CECD Bri efi ng Paper
(1997).

5 See Annex IV Egypt is included in these figures, as well as in separate estinmates
for Africa presented in Annex I1.

5 1n selected countries, such as Egypt, a nunber of information providers and
commercial firns are already offering services through the Internet. Indeed, one Cairo
supermarket has established a Wrld Wde Wb site where busy consunmers can order their
groceries online for home delivery.

7 See Annex V.



TD/ B/ COM 3/ 16
Page 7

Saatchi survey found that 29% of respondents had purchased goods or services
online, which is less than the 48%figure they cite for the United States market

but still indicative of strong electronic comrerce potential at the consuner
| evel .

25. Brazil is the leading Internet market in the region, with between 1 mllion
and 1.3 mllion online users, depending on the survey cited. However, this
figure is still lowin relation to the overall population (less than 1%. Mexico

(370,000 users), Chile (200,000 users), Colonbia (120,000 users) and Argentina
(170,000 users) also have significant Internet popul ations, although only Costa
Rica’ s Internet user base (50,000) exceeds 5% of the overall population. The
critical mass required to support electronic commerce effectively has therefore
not yet been achi eved.

26. A recent academ c survey of electronic comerce activities in Latin
America® indicates that Internet service providers (ISPs) are spearheading the
push into electronic commerce within the region. The report |ists approximately
30 Latin Anerican and Spani sh-speaking United States | SPs which are offering Wb
design, online catalogue and paynent capabilities, training and systens
integration services -- in addition to basic Internet access. Most of this
activity appears to be directed at the business-to-busi ness market at present.

5. Asia and the Pacific

27. The total number of users in the region is currently estimted to be 22
mllion, with the largest online populations found in Japan (12.1 nillion),
Australia (3.3 mllion), The Republic of Korea (1.5 million) and China (1.175
mllion). |Internet penetration is greatest in Australia (18% of the popul ation

online), followed by New Zeal and (15.8% and Singapore (14.7% . About 9.6% of
Japan’s citizens are online, although the country |eads in the nunber of Internet
hosts (1.4 mllion), followed distantly by Australia (750, 000)°.

28. | DC Research recently studied the top 1,000 conpanies in the region and
found that 75% of them now had corporate World Wde Wb sites. This percentage
has nore than doubled in the past year and now approaches their estimate for the
United States nmarket, according to which 81% of United States conpanies with over
100 enpl oyees have a corporate Wrld Wde Wb site.

29. IDC also predicts that electronic comerce revenues wll reach the
following levels by 2001 in the following Asian countries econonies they
anal ysed:

8 Charles Davis, El ectronic Commerce In Spanish-Speaking Latin Anerica: Actors, |ssues
and Chall enges; Charles Davis; University of New Brunsw ck, Canada, 1998

9 See Annex VI.
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Table 3. Electronic commerce - projected revenues in 2001
Country EC Revenues
(US$ Million)
Mal aysi a 1, 000
Si ngapor e 800
Thai | and 200
I ndonesi a <200
Phi | i ppi nes <200
Source : I DC Research, 1997
6. United States and Canada
30. The recently rel eased N el sen/ Cormer ceNet survey of Internet usage in the

United states and Canada shows there were over 79 mllion Internet users (16 or
ol der) as of June 1998. This represents an increase of 36% fromthe previous
survey conducted in Septenmber 1997 and an average increase of 2.5% per nonth
since the beginning of 1997. The nunber of individuals actually purchasi ng goods
and services on the Internet also increased by 37%to around 20 mllion, wth
a further 28 mllion using the Internet to check prices and conpare products.

31. A recent survey of small businesses in the United States found that 37%
of them(i.e. some 2.6 mllion enterprises) now conduct business online. Another
1 mllion small businesses were likely to come online in 1998. The Smal |

Busi ness Internet Survey found that 80% of snall businesses that go online seek
i nformati on on business products and services, 65% use e-mail daily, 84% send
e-mai|l to custoners and 38% purchase busi ness products and services online. A
recent |BM survey of 1,000 small businesses found that 67% had I nternet access
and 24% operated a Wrld Wde Wb site. The United States has thus achieved the
critical mass necessary to support a robust electronic commerce industry.

C. Business sector perspectives

32. El ectronic comrerce is already having a profound effect on organizations
in many econom c sectors and will inpact each of the four nmgjor directions of
comercial activity: including (1) business-to-business; (2) business-to-

consuner; (3) business-to-governnment; and (4) consumer-to-governnent. The
foll owi ng discussion addresses the first three of these channels, the fourth
bei ng beyond the scope of this paper

1. Business-to-business electronic commerce: from EDI to WWW

33. As previously noted, electronic commerce channels have been utilized for
many years, nmainly by | arge corporations and Governments, to facilitate
comrerci al transactions. However, nost small and mediumsized firms found the
costs of inmplementing EDI-based applications wusing private VANs to be
prohi bitively high, except in those cases where the purchaser (e.g. government
or large manufacturer) dictated that this channel be utilized. 1In some cases,
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particularly United States Governnment procurenent, many VANs realized significant
revenues fromtranslating EDI nmessages into a fax or paper format.

34. The advantage of these networks, however, is that they were specifically
establ i shed to support the supply chains of major manufacturers and thus enjoyed
a captive base of ongoing business fromthese | arge purchasers. Thus, there was
a natural incentive for suppliers of relevant products, particularly conmponent
makers or contract manufacturers, to subscribe to VANs in order to receive
procurenent notices fromtheir large industrial custoners.

35. It was not only in the United States that these EDI-based supply chain
net works had significant operations; a 1995 Wrld Bank study estimated that
Eur ope had around 30,000 EDI users, about 10-15% of which used EDI to facilitate
i nternational trade transactions. Asia, and particularly Japan, the Republic
of Korea and Singapore, also has significant |evels of ED activity, although
many conpani es use private data formats instead of the standardi zed UN- EDI FACT
messages. The use of trade opportunity networks, such as the Electronic Trading
Qoportunities (ETO systemof the United Nations Trade Point Progranme, al so had
its beginnings in value added networks.

36. The proliferation of Internet connectivity worldw de has resulted in a
m gration of these private network-based conmerce applications to this new
medium and a rapid growth in the nunber of conpanies utilizing trade opportunity
and supply chain networks to obtain new business. Mst of these applications
were re-engi neered so that users only needed a standard Wb browser to access
i nformati on or transact business.

37. For exanple, today there are a nunmber of trade opportunity networks
operating on the Wrld Wde Wb that are affiliated with internationa
organi zati ons and associ ati ons, including:

. The UNTPDC s ETO System which is arguably the largest in terns of nessage
vol une. Over 10,000 organizations worl dwi de receive ETOs via e-mail

. Wirld Trade Centers Association WICA On-line (NETWORK service’s successor)

. The TIPS Network, which was initially established by the UNDP. The d oba

Busi ness Exchange, which is sponsored by a consortium which includes the
I nternational Bureau of Chanmbers of Commerce.

38. In addition, there are nore than 100 Wrld Wde Wb or e-mail based trade
| ead services operated by private sector conpanies as well as trade pronotion
agenci es worl dw de. Many online trade information services, such as those

operated by Trade Point USA and Trade Point Finland, offer other types of free
or fee-based trade information, such as nmarket research, conpany directories and
conmercial guides, in addition to trade opportunities.

39. Wth a few exceptions, these trade opportunity networks do not focus on
a single sector or set of product categories; the nore effective services enpl oy
sophi sticated search technol ogi es and structured data formats to allow users to
identify relevant opportunities quickly. A though widely utilized, particularly
in Latin Anerica, trade opportunity systens generally focus on end use products
or commodities and thus appeal nore to trading houses and distribution firnms
rather than to industrial purchasers.

40. The EDI -based supply chain networks utilized by larger nultinationals have
al so been expanded to include the Internet. One of the better known initiatives
in this area is the Trading Process Network (TPN), operated by GE Information
Servi ces, which has over 40,000 network customers worl dwi de. Introduced in 1996,
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TPN al | ows corporate purchasers to establish secure Internet channels to their
main suppliers and to broadcast requests for quotations to potential new
suppliers worldwi de. The service was initially inplemented in GE s Lighting
Di vi si on and ot her GE operations, where purchasing |lead tines were reduced by
50% and costs of procured products by up to 30% TPN is now being utilized by
other multinationals such as Hewl ett Packard, Textron Autonotive and Chrysler
In addition, over 1,400 SMEs worldwi de participate in the service, which
reportedly generates over US$ 1 billion in transacti ons annually. For exanpl e,
one small Hungarian conpany, Dellcom x, realizes over 20% of its annual revenues
t hrough TPN.

41. In addition to trade opportunity and supply chain networks, many industria
mar keti ng techni ques, such as catal ogues and mass nuilings, have been m grated
to the Internet using both Wrld Wde Wb and e-mai|l technol ogi es. Sophisticated
new search technol ogi es all ow a manufacturer with many thousands of simlar but
di stinct products, such as the el ectronic conponents producer AMP, to establish
online catal ogues through which potential customers can quickly |ocate the
specific configuration they are seeking. A US-based conpany with strong Egyptian
roots, Saqgara Systens, devel oped the AMP application and is a |leader in the
el ectroni c catal ogue market.

42. Several technol ogy conpani es have devel oped sophisticated Wrld Wde Wb-
based ordering systems which allow custonmers to specify online the exact
configuration of the end product, which is then be made to order and shipped to
them Dell Conputers sells over US$ 6 million of conputers per day through its
WAV site, while Cisco Systenms now accepts online orders totalling over US$ 20
mllion per day.

43. G eater efficiency in the consunmati on of international trade transactions,
one of the key objectives of UNCTAD s Trade Efficiency Initiative, is inproving
as a result of advances in electronic comerce, but there is still rmuch work to

be done in this area by CGovernnents and the international trade comunity.
Di fferences between nations in terns of comercial |aws and regulations,
particularly regarding the legal validity of electronic docunents and digita
signatures, have inpeded efforts to dematerialize even a few of the nany
docunents involved in an international trade transaction'®,

2. Business-to-consumer electronic commerce: global shopping

44, The growm h of retail comerce on the Internet in many devel oped econoni es
is an outgrom h of the boomin sales frommail-order catal ogues which began in
the 1970s and 1980s. Many of these catal ogue retailers, as well as television
shoppi ng channels (e.g., QVC), gravitated naturally to the Wrld Wde Wb, as
they typically sold products which could be delivered by mail or provided over

the Internet (e.g. software). |In addition, a nunber of new ventures, such as
Virtual Vineyards, Auto-by-Tel and CD-NOW took advantage of the ability to
provide detailed informati on on specific categories of products -- or comparison
shopping services -- to their custoners. Many of these vendors, such as

Amazon. com and 1-800-Fl owers, have also devel oped the capability to service
foreign custonmers and offer information in foreign |anguages.

10 Thirteen countries will be involved in the Bol ero Launch Program including
Bel gium Brazil, France, Gernany, Hong Kong (China), Italy, Japan, Norway, Singapore, Spain,
Tai wan Province of China, United Kingdomand the United States. The narket sectors involved
will include bulk agricultural coommodities, chemcals, autonotive products, garnents, toys,
househol d goods, crude oil, conputer products and processed foodstuffs.
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45, The scope of international retail opportunities depends |argely upon the
products being offered, product delivery considerations, and the investnment
required to “localize” the Wrld Wde Wb site for foreign custoners.

3. Business-to-government electronic commerce: leading by example

46. Governnents at the national, regional and even nunicipal |evel are
utilizing electronic commerce channels to increase the efficiency of their
operations and inprove the level of service offered to their constituents. A
maj or area of interest for businesses is the increased use by governments of the
Internet and VANs to di ssem nate procurement opportunities and receive quotations
fromvendors interested in providing goods and services.

47. Traditional ly, procurenent opportunities were either sent to a short |ist
of pre-qualified vendors or were advertised in newspapers or governnment
publi cati ons. In the 1980s and early 1990s some nore innovative governnent
agenci es began to utilize dial-up bulletin board services (BBS) to provide online
access to current procurenent requests. However this approach required the
vendor to purchase and inpl ement comnpati bl e conmuni cati ons software in order to
view this information. O her agencies, nost notably the US Departnment of
Def ense, needed to reach a national or international audience with thousands of
procurenment requests. As a result, these organizations began to utilize

comrercial VANs to distribute procurenent information to potential vendors. This
solution also required suppliers to subscribe to a network services provider and
use speci al i zed comunications capabilities, as well as ED translation software,
if they wished to downl oad the procurenent information to their internal order
entry and busi ness systens.

48. Wth the advent of the World Wde Wb, thousands of governnent agencies
have established Wb sites to facilitate comrunications with their suppliers.
Exanpl es of Governments which are currently using the Internet in their
procurenent activities include:

. Australia: Transigo (ww.transigo.net.au/wci/hone)

. Canada: MERX (www. nmer x. cebra. com)

. Eur opean Uni on: Tenders Electronic Daily (ww2. echo. | u/echo/ dat abases
/ted/ en/ted)

. Hong Kong, China: Government Supplies Departnent (ww.info.gov.hk/gsd
/tender. htm

. Pol and: O fice of Public Procurenment (www. uzp.gov.pl/a_index.htm)

. United States: Ceneral Services Admi nistration (ww.fss.gsa.gov
/index. htm)

49. As a result of the Wrld Trade Organi zati on Agreement to increase cross-

border conpetition in major governnent procurenent, nmany government agencies are

utilizing the Internet to advertise significant procurenents worl dw de. In

addition, many multilateral devel opment agencies are maki ng i ncreased use of the
Internet in their purchasing activities. For exanmple, the United Nations wl|
shortly be launchi ng Devel opnent Business Online, which will feature procurenent
opportunities from the major nultilateral developnment banks and other
i nternati onal devel opnent agenci es.

50. The invol vement of governnent agencies in purchasing through electronic
channels can have a catalytic benefit on the local electronic comrerce
environnent in a given country. Governments, even in heavily market-oriented
econom es, are usually anmong the | argest buyers of goods and services fromthe
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private sector. The participation of Governnents as online purchasers can
therefore help to draw their suppliers into electronic comerce. This is

particularly true in the case of smaller vendors, which nay otherwise find it
difficult to justify the necessary technol ogi cal investnent w thout a broader
base of custoners who wi sh to purchase through el ectroni c channels.

51. Building the critical nmass of online buyers to support the devel opnent of
a healthy electronic conmerce comunity requires the active involvement of
governnent, not only as a regul ator but also as a comrercial participant -- and
ideally as a source of training and technical assistance resources to nascent
el ectronic conmrerce firnms. This was the case in the United States, where
t housands of conpani es were using dial-up and network-based data comruni cati ons
technologies to sell to governnent |ong before the Internet energed as the
el ectroni c commerce channel of choice, and it is also what happened in a nunber
of other countries.

Conclusions

52. From the point of view of developing countries, access to participation
in electronic commrerce raises several types of policy issues!!, including the
fol | ow ng:

(a) Offering the proper regulatory, fiscal and economc framework to nodify
the current cost structure of Internet usage: stinulating awareness anong
potential users (especially small and nedi umsized enterprises), enhancing
conpetition anong Internet service providers (1SPs), attracting conpetence
from the nore experienced players, and fostering capacity building
(including training) of |Iocal players should be considered as appropriate
policy objectives in this context;

(b) Granting priority to the provision of those el ectronic-based products and
services which are nost likely to enhance | ocal trade efficiency (e.g in
the area of procurenent, custons operations, or paynment s) or
conpetitiveness (e.g. through the identification of niches, or globa
di ssemi nation of electronic catalogues or ETGCs); this would also allow
nati onal economes to better |link participation in electronic comerce
with national trade policy objectives.

1 The directions indicated above will need to be considered in the broader
context of on-going international discussions on electronic commerce, in particular in the
WIO context; recent proposals nade for a 'dobal Framework for Electronic Commerce' also
need to be considered fromthe point of view of their possible inplications on trade and
devel opment. This is the purpose of docunent TD/ B/ COM 3/ 17.
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Annex 1
Internet usage in selected European countries
Country Date of | Number of | % of Source Internet
estimat Internet | total hosts*
e users pop -
Austria 8/ 98 442, 000 5.5% | | DC Research 132, 202
Bel gi um 8/ 98 558, 000 5.5%| I DC Research 153, 760
Czech Rep. 9/ 97 200, 000 1.9%| Virtual Info Park 65,672
Denmar k 5/ 98 800, 000 | 16.0% | Politiken 190, 293
Est oni a 7/ 97 8, 300 1.8% | Baltic Media Facts 18, 948
Fi nl and 5/98 | 1,790,000 | 35.0% | Gal | up Medi a 513, 527
France 12/97 | 3,800, 000 6. 5% | NOP Research 431, 045
CGer many 3/98 | 6,100, 000 7.3% | NOP Research 1, 154, 340
G eece 1/ 98 111, 000 1.0% | 1 DC Research 40, 061
Hungary 5/ 98 200, 000 2.0% | | SYS Hungary Kft(Est.) 73,987
I cel and 2/ 98 121, 600 | 45. 0% | Gal | up 20, 678
I rel and 1/98 145, 000 4.2%| 1 DC Research 44,840
ltaly 1/98 | 1,380, 000 2.2%| 1 DC Research 320, 725
Net her | ands 4/98 | 1,390, 000 8.3% | Ni po 514, 660
Nor way 11/ 97 1,400,000 | 32.5% | MM | nternet 312, 441
Bar oneter 97
Pol and 11/ 97 700, 000 1.8% | Nua Esti nates 98, 798
Por t ugal 1/98 188, 000 1.9% | 1 DC Research 45,113
Russi an 7/ 98 1, 000, 000 0.7% | Russian N. P. Center 130, 422
Feder ati on for Internet Tech.
Sl ovaki a 11/ 97 190, 000 5.0% | Net Proj ekt 14, 154
Spai n 6/98 | 1,850,000 4.7% | Al MC 243, 436
Sweden 5/98 | 2,400,000 | 27. 0% | Rel evant Know edge 380, 634
Swit zer| and 6/ 98 870, 000 9.4% | Swi sscom 205, 593
Uni ted 12/97 | 7,200,000 | 12. 8% | NOP Research 1, 190, 663
Ki ngdom
Conpil ed by Nua - How Many Online?; Network W zards.
* I ncl udes only hosts using country top level domain (TLD) nanes; hosts

using “.conf,
IV, V and VI.

“ net”,

etc. not

i ncluded. The sanme remark apply to annexes
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Annex 11
Analysis of African Internet Connectivity
Country N° of | N° Internet N° of Pop. (mns) Internet
1SPs hosts* Internet users pop.
users
Al geri a 3 19 500 28. 50 57, 000
Angol a 5 2 1, 500 11. 20 7,467
Beni n 7 13 2,000 5. 50 2,750
Bot swana 6 578 500 1.40 2,800
Bur ki na Faso 3 93 700 10. 40 14, 857
Bur undi 1 0 75 6. 30 84, 000
Caner oon 4 5 2,000 13. 50 6, 750
Central Afric Rep. 1 0 200 3. 20 16, 000
Tchad 3 0 50 5. 60 112, 000
Congo, Dem Rep. 1 8 100 44.00 440, 000
Cote d' lvoire 3 265 1, 000 14. 80 14, 800
Dj i bout i 1 0 400 0.43 1, 075
Egypt 28 2,043 20, 000 60. 70 3,035
Equat ori al Cui nea 1 0 200 0.42 2,100
Eritrea 4 0 300 3.70 12, 333
Et hi opi a 4 76 3, 000 60. 80 20, 267
Gabon 2 1 1, 000 1.20 1, 200
Ganbi a 4 0 150 0.99 6, 600
Ghana 9 241 4,500 17. 80 3, 956
QUi nea 5 0 300 6. 60 22,000
Gui nea- Bi ssau 1 13 200 1.10 5, 500
I vory Coast 3 265 1, 000 14. 80 14, 800
Kenya 16 692 5, 000 29.10 5, 820
Lesot ho 1 17 100 2.00 20, 000
Madagascar 5 18 700 13. 90 19, 857
Mal awi 3 0 400 9.70 24, 250
Mal i 5 1 400 9. 40 23, 500
Mauri t ani a 2 22 100 2. 30 23, 000
Mauri ti us 6 370 960 1.10 1,146
Mor occo 17 478 6, 000 29. 20 4,867
Mbzanbi que 6 83 3, 500 18. 40 5, 257
Nami bi a 6 665 2,000 1.70 850
Ni ger 2 5 200 8. 90 44,500
Ni geri a 6 91 1, 000 101. 20 101, 200
Rwanda 1 0 100 8. 60 86, 000
Senegal 9 189 2,500 9. 00 3, 600
Seychel | es 1 7 1, 000 0. 08 80
Sierra Leone 1 0 50 4,80 96, 000
South Africa 75 140, 577 600, 000 39. 00 65
Sudan 1 0 300 30. 00 100, 000
Swazi | and 3 397 900 0.97 1,078
Tanzani a 14 137 2,500 28.70 11, 480
Togo 2 83 300 4. 40 14, 667
Tuni si a 4 57 3, 500 8. 90 2,543
Uganda 4 41 2,000 20. 40 10, 200
Zanbi a 3 236 2,000 9. 50 4,750
Zi mhabwe 17 836 10, 000 11.10 1,110
Total or average 256 148, 372 684, 185 718. 49 1, 050

Source:

M ke Jensen

Net wor k W zar ds
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Annex 111
Annual cost for internet access in selected african countries
Country Cost/year $ Country Cost/year $

Bot swana 136 Dj i bouti 640

South Africa 226 Bur undi 645

Bur ki na Faso 288 Mor occo 660

Senegal 290 Gui nea 780

Mauri tius 300 Al geri a 880

Mbzanbi que 348 Camer oon 965

Et hi opi a 384 Beni n 1, 247

Gabon 440 Madagascar 1,341

Mauri tani a 582 Kenya 1,681

Sierra Leone 600 Angol a 1,740

Central African 616 Aver age 704

Republ i c

Source: M ke Jensen
Not e: Costs based on five hours per nonth dial-up access, including cost of
| ocal call to ISP.
Annex 1V
Internet Usage iIn selected middle eastern countries
Country Date of Internet % of pop.- Source Hosts*
estimate users

Bahrain + Sau. Ar. 1/98 40, 200 1.5% | DT Goup 379
Egypt 1/ 98 61, 000 0.1% | DIT G oup 2,043
I srael 5/ 98 300, 000 5.5% | I nternet |Israel 87, 642
Jor dan 1/98 21, 200 0.5% | DIT G oup 360
Kuwai t 1/98 42, 400 2.2% | DT G oup 5, 597
Lebanon 1/98 43, 800 1.1% | DT G oup 1, 400
Oman 1/ 98 20, 900 1.0% | DT Goup 666
Qat ar 1/ 98 17, 300 3.1% | DIT G oup 23
Uni. Arab Enmir. 1/ 98 88, 600 3.0% | DIT Goup 13,519

Conpi | ed by Nua -

How Many Onli ne?;

Net wor k W zar ds
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Annex V
Internet usage in Latin America and the Caribbean
Country Date of Internet % of pop.- Source N° of
estimate users hosts*
Argentina 6/ 97 170, 000 . 5% | Conmer ceNet 57,532
Bol i vi a 10/ 97 8, 000 .1% | | TU Si enens 506
Brazi | 5/ 98 1, 300, 000 .8% | I TC Brazil 163, 890
Chile 6/ 97 200, 000 1. 3% | Commer ceNet 22, 889
Col ombi a 6/ 97 120, 000 . 3% | Conmer ceNet 11, 864
Costa Rica 6/ 97 50, 000 5. 8% | Commrer ceNet 2,844
Ecuador 10/ 97 5, 000 .04% | | TU Si enens 1, 227
Mexi co 10/ 97 370, 000 . 4% | Comrer ceNet 83, 949
Par aguay 10/ 97 1, 000 .01% | | TU Si enens 855
Peru 10/ 97 31, 000 . 1% | Comrer ceNet 3,763
Ur uguay 10/ 97 9, 000 .3% | | TU Si enens 16, 345
Venezuel a 6/ 97 35, 000 1.2% | Comrer ceNet 6, 825
Conpi |l ed by Nua - How Many Online?; Network W zards
Annex VI
Internet usage in the Asia/Pacific Region
Country or Date Internet % of Source Internet
territory users pop - hosts*
Australia 6/ 98 3, 280, 000 18. 0% | Mbrgan Research 750, 327
Bangl adesh 9/ 97 7, 000 .005% | Nando Techserver N A
Chi na 6/ 98 1,175, 000 . 08% | Nando Ti mes 205, 593
Hong Kong, China 6/ 98 850, 000 13.4% | A.C. N elsen 72,232
I ndi a 7197 80, 000 .01% | Reuters 10, 436
I ndonesi a 5/ 98 80, 000 .3% | Indonesian IT 10, 691
Japan 1/98 12,100, 000 9.6% | Ni kkei BP 1, 352, 200
Korea, Rep. of 3/98 1, 500, 000 2.5% | Asi aBi z Tech 174, 800
Mal aysi a 1/ 98 600, 000 3.0% | Jaring Network 40, 758
New Zeal and 1/ 98 560, 000 15.8% | A.C. Nielsen McNair 177,753
Phi | i ppi nes 8/ 97 100, 000 .01% | Paul Budde Com 7,602
Si ngapor e 9/ 97 500, 000 14.7% | A.C. Nielsen 59, 469
Tai wan Prov. of China 1/ 98 480, 000 2.0% | | DC Research 103, 661
Thai | and 1/ 98 131, 000 0.22% | | DC Resear ch 25, 459
Vi et Nam 6/ 98 6, 000 | 0.008% | Ni kkei BP/ Asi aBiz 25
Conpil ed by Nua - How Many Online?; Network W zards




