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| T Trade, Technology Transfer and their Relationship
with Economic Development in the GM S
Ground Realities and Future Options

Introduction

For any country to achieve economic
development in this digitalised world,
information technology (1T) needsto beinfused
intheworking of theeconomy. Communication
technology now-a-days is considered to be
essential in doing businessasit isan important
tool in reaching customers, asidefrom assisting
with providing information and newsaround the
world. It isimportant in the sense that distance
isno longer an obstaclein conducting business
deals.

Intheindustrialised countries, technological
advances have vastly improved the quality,
reliability and versatility of Information and
Communication Technology (ICT) and its
applications to economic and social
development. On the contrary, many developing
countries still lack essential ICT facilities.

The same can be said for the countries in
the Greater Mekong Sub-region (GMS). Even
though certain initiatives have been made to
bridge the digital divide, but IT has not
penetrated in the working of the economy.
Within the Asia-Pacific region, many countries,
including devel oping countries, have been quick
to adopt new technology. However, the GMS
countries have not been doing that well.

Thereisastrong co-relation between cross-
border I T tradeand economic development. The
movement of IT knowledge across borders
facilitatestransfer of technology and integrates
the region and promotes economic
development. This technology can be used in
important sectors such as agriculture, education
and health, which can lead to socio-economic
development.

The process of transferring technology is
much more complex than assumed in the past.
It involves not only a commercia transaction
of tangible goods such as machinery and
equipment, but also the transfer of knowledge
and skillsto operateit. Besides other elements,
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the important components of the transfer
process are intellectual property rights (IPRs)
and investment.

The relationship between transfer of
technology and trade is neither automatic nor
cost-free. Successful technology transfer
involving partners from developed and
developing countries requires financing. But
above dll, it requires home and host country
policy measures to stimulate the transfer and
local adaptation of technology.

Improving access by developing countries
to existing and new technologies as well as
promoting the development of their
technological capabilitiesremainsan important
component of establishing a balanced and
equitable system in theregulation of knowledge-
based global markets. The least developed
countries(LDCs), in particular, remaininadire
situation.

IT is essential for the industrialisation
process in developing countries, which is
dominated by the presence of small and
medium-sized enterprises (SMES). IT is
important for SMEs because it allows them to
participatein thegloba economy and open new
opportunities for conducting business. One of
the main handicaps of SMEs is related to
technology and information where substantial
economies of scale give advantages to larger
firms.

The penetration of IT in an economy
requiresthe development of strong information
infrastructure and calls for mobilisation of
different stakeholders involved like the
government, business, individual users of
telecommunication and information service
providers etc.

TheStory SoFar.........

The governments as well as the private sector
in the region along with inter-governmental
organisations such as the United Nations
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Economic and Sociadl Commission for Asia and the
Pacific (UNESCAP) and the Asian Development Bank
(ADB) have made conscious effortsto introduce I T in
the GM S countries.

However, while ICT goods have become major
trading itemsin globa markets, thetrade of ICT goods
in GMSis still insignificant. In 2001, exports of ICT
goods from GMS amounted to only US$377mn or
about 0.046 percent of global ICT exports. The small
value of trade in ICT goods in the GMS countries
reflectsthe sub-region’slimited production activity as
well aslow usage of ICT servicest.

According to a need assessment study undertaken
by the UNESCAPin 2002, thereissignificant variation
among the GM Scountrieswith respect to I T investment
and penetration. These countriesalso vary significantly
in terms of IT infrastructure, availability of skilled
manpower and the innovation system. Thailand is a
substantive producer in some of thel T sub-sectors, with
aworld market share of about one percent. Thailand's
IT infrastructure has reached an intermediate level,
albeit substantially lower than in neighbouring Maaysia
and Asia’'s Newly Industrialising (NIE) countries®. In
Vietnam, the size of the IT sector and the level of IT
infrastructure arelower, but fast growing. In Cambodia,
Myanmar and Lao PDR, the IT sector is almost
negligibleand IT infrastructure isvery low.

The most relevant international trade agreement
related to telecommunication services for GMS
countriesisthe Association of Southeast Asian Nations
(ASEAN) Framework Agreement on Services (AFAS).
AFAS was born out of the ASEAN Bangkok Summit
in 1995, where adecision was madethat ASEAN would
launch negotiations on trade in seven service sectors,
namely, banking, tourism, air transport, maritime
transport, telecommunications, construction and
professional services.

As part of the ee ASEAN Framework Agreement,
some GMS countries — Vietnam, Myanmar, Laos,
Cambodia and Thailand — take a holistic approach to
achieving digital readiness and acts as a binding
mechanismfor actionsin six areas. These six elements
are: connectivity, local content, aseamlessenvironment
for electronic commerce, a common marketplace for
ICT goods and services, human resource devel opment
and e-governance. ASEAN governments al so commit
to facilitate the flow of ICT goods and servicesin the
region and promote investments in the sector. Duties
and non-tariff barriers (NTBSs) on intra-ASEAN trade
in ICT products will be eliminated in three tranches.
Liberalisation for most goods has been compl eted over
a three-year period beginning January 01, 2003.
Cambodia, Laos, Myanmar, and Vietnam will
undertake the same measures beginning on January 01,
2008. Moreover, ASEAN will conclude mutual
recognition arrangements covering ICT products.®

Individual GMS countries have also taken up
initiatives to promote the integration of ICT in the
economy. For instance, to quicken the economic
development in Yunnan, in 2004, Yunnan Provincial

Economic Committee, by adopting the policy of “the
government supports, business enterprise operates’,
entrusted the experienced Yunnan Information
Telecommunication Net (YNINFO) to build up and
run the SMEs Public E-business Service Platform:
“SMEs of China Yunnan Online” for the purpose of
providing SM Es with the best all-around services'.

Similarly in 2005, the Union of Myanmar
Federation of Chambers of Commerce and Industry
(UMFCCI) implemented a pilot project, which aimed
at enhancing the e-business devel opment of SMEs. One
major development of the ICT Industry in Myanmar is
the establishment of the Myanmar ICT Park in Yangon
developed by a consortium consisting of 50 local
companiesin 2002.

The Agency for SME Development (ASMED) is
the central government agency responsible for
coordinating policy formulation and implementation
for the development of SMEs in Vietnam. SMEs
constitute 80 percent of the businessesin Vietnam. An
ICT Consulting Sector was set up in April 2007, with
the aim of supporting local companies seeking IT
solutions.

IT isat anascent stagein Lao PDR and e-business
and e-commerce are not developed. This is mainly
because the number of corporate internet usersis still
low tojustify investment in e-business operation. Also,
SMEs do not face a very conducive environment for
development due to lack of technical staff, business
development services and high transaction costs and
risks.

The National Information Technology Committee
(NITC) wasestablishedin Thailand in 1987, to oversee
the policy aspect of IT development and deployment.
At present, it has 18 sub-committees steering various
IT developments, including three that directly affect
the electronic commerce devel opment: the Electronic
Datalnterchange (EDI) sub-committee; six I T law sub-
committees, and the Electronic Commerce Task Force®.

The Government has renewed its commitment to
investin I T with an ambitiousgoal to make Thailand a
leading country in ICT in Southeast Asia. As part of
its ICT programme, e-commerce trends in Thailand
are bright in the coming years, since the Government
isplaying avital rolein developing an environment to
facilitate e-commerce by identifying and creating key
building blocks and enhancing electronic trading or
transactions among businesses. In 2004, the
Government invested heavily in e-commerce in order
to encourage both government agencies and the private
sector — especially SMEs — to use e-commerce to
increasetheir efficiency and capabilities. The‘last mile-
high speed’ idea and the ‘one tambon (village), one
product’ programme are some examples.

The Thai Government recognises the enormous
potential of electronic commerce to expand business
opportunities, reduce costs, increase efficiency,
improve the quality of life, and facilitate the greater
participation of small businessesin global commerce.
The E-Commerce Policy Framework proposed by the
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National Electronicsand Computer Technology Centre
(NECTEC) was approved by the Council of Economic
Ministers as the e-commerce development guidelines
for all government agenciesin 2000.

In November 2004, the six GM S countries signed
an agreement on building the Information
Superhighway together. China Telecom organised the
first meeting on the project implementation in January
2005 and made a preliminary plan.

According to the plan, in the first phase of the
programme, i.e. during 2005-2008, the six GMS
countries, namely Cambodia, China, Laos, Myanmar,
Thailand and Vietnam, will build a point-to-point
optical transmission system among themselvesto lay
a sound infrastructure foundation for smooth
telecommunication connectionsin theregion in future.

When the point-to-point transmission system
reaches a certain penetration rate, the GM'S countries
will put in place the ring networks during the second
phase of the programme, i.e. from 2009-2010, which
will support greater transmission capacity and remove
telecommunication barriersin theregion.

The third phase will witness the launch of awide
range of international communication services
including e-commerce, e-government, and e-education,
e-health, based on the network platform built in the
previous phases.

The GM SInformation Superhighway will provide
a broadband platform connecting the six GMS
countries where basic services including voice, data
and internet access services could be provided.

Challenges & Options
Electronic commerce (e-commerce) has become the
main theme of discussions in major international
forums. Taxation, telecommunication infrastructure,
information security, and legal policy are among the
most controversial factors affecting the success of
electronic commerce. Most economies are tackling
theseissues and trying to devel op national frameworks.
With all the necessary technical and policy
infrastructures set up, oneroot element to be addressed
among users to promote the widespread use of
electronic commerceistrust.

Besidestrust, the use of IT and technology transfer
faces a number of impediments in these countries.

Firstly, thereislack of regulatory framework to ensure
the smooth functioning of transactions. Secondly,
infrastructure in these countriesis not developed with
basic communication instruments like telephone and
internet lacking.

Similarly, the human resource is not skilled and
thereislack of awarenessto use|T tools. Besidesthese
issues, since e-commerce is not common, there are
security concerns also about giving personal details
online. For instance, in Yunnan in 2001, only 8.5
percent of all businesses used e-commerce, while in
Vietnamin 2003, only seven percent use I T in business
or connect to the internet.

Thereare other constraintsa so, such asweaknesses
inthelegal, judicial and administrative systems, poor
infrastructure, lack of access to technology and
financial capital.

Options For GM S Countries

e to develop human resource that is e-commerce
Savvy;

e todevelop policiesand aregulatory framework for
promoting intra-regional tradein I T. Besideshuman
skill, it is essential to have trade and investment
policies that promote trade in IT goods,

e tohaveadispute settlement mechanism (DSM) for
solving e-business and trade issues; and

e toraisepublic awareness and development of ICT
infrastructure.

Theinformationinfrastructure should become more
universal and less expensive. In addition, security,
privacy protection and trust must be enhanced such
that consumers will have more trust and confidence,
and be willing to try different products and services
online.

None of the GMS countries have made any
significant progress towards the enactment of cyber
laws for the recognition of electronic transactions,
contracts and documents or for the prevention of
electronic crimes. It is, therefore, proposed to arrange
technical assistance under the project from appropriate
international agenciesand other countries of theregion
where cyber laws are in place. Greater trade in IT
products and I T services attract greater foreign direct
investment (FDI) into the I T sector of GM S countries.




The availability of affordable ICT equipment and
services is of vital importance for enabling GMS
countries to bridge the digital divide. Given the low
manufacturing base for ICT products in most GMS
countriesat present and the high cost of laying broadband
telecom infrastructure, GM S countries necessarily have
tolook towardsimportsand FDI for the devel opment of
their IT infrastructures. Similarly, areview of existing
policiestowardsforeign service suppliersmay facilitate
cheaper accessto I T servicesin GMS countries.

Conclusion
The development and prosperity of the GMS will be a
function of how well it can meet the business challenges
of the 21% century. Overcoming the challenges requires
the countriesto addressthe critical needsfor thebusiness
sector and economy, and adopt the available ‘tools’ to
lift them into the realm of newly industrialised states.
Cross-border trade in IT and the development of an
integrated network for transfer of technology withinthe
GMS countries will play a major role in ensuring that
these countries move ahead on the road to technology
development?

While on paper a plethora of agreements have been
signed, not much progressis evidenced.

Theapplication of IT could very well bethedecisive
factor in whether the GMS becomes the emerging
economic frontier that many people believeis possible
or whether most of its memberswill remain among the
poorest countriesin Asia. The transfer of technology is
another important variablein the development equation.
At present, the level of technology in most of the GMS
countriesisgenerally archaic with only small pockets of
modern technology. The GM S countries must provide
the conditions that will encourage technology transfer
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from abroad as they continually strive to create a
semblance of adomestic technology base.

With respect to trade in ICT goods, the GMS
countries have competitive wages, a surplus of
employable people and an improving investment
environment. These factors should enable them to
capture some investment from transnational companies
(TNCs) in East Asian countries that are shifting their
|abour-intensive manufacturing operations oversess.
To reduce risks, most GMS countries could aim at
attracting investment in electrical and electronics
product segments, the technologies of which have
matured and are slow in changing. Alternatively, they
could enter into ICT serviceindustriesinvolving smple
and labour-intensive operations, e.g., data entry. For
countriesthat are at ahigher level of readinesssuch as
Vietnam, producing higher value-added items, software
and animation would be a natural step.

In order to bridge this digital divide, a concerted
effort must bemadeto providethe GM S countrieswith
the means to develop a level of information
technologies appropriateto their level of development
so that they can benefit from the opportunities brought
about by advanced technology. In this sense,
establishing an enabling environment for IT
development in the GMS, well-designed and
comprehensive I T development strategiesfor theGMS
must be formulated and implemented with particular
focuses on IT readiness, legal/regulatory framework,
promotion of international trade through e-commerce,
IT-enabled trade and investment policy formulation,
telecommunications and other infrastructure
development, institutional capacity building, human
resources development, rural and socia development,
e-governanceand theenhanced role of the private sector.
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