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Abstract


A significant body of research highlights that telecommunications have a significant impact on economic growth and social development. This is often interpreted as being due to the fact that telecommunications (and associated services) help to reduce transaction costs, increase the efficiency of markets, and consequently lead to increased investment levels. Much of the literature on the subject suggests that the biggest effect of telecommunications on growth occurs in the less-developed economies.


In this context, this session hosted by the UK Chapter of the International Chamber of Commerce sought to examine the potential role of information and communication technology (ICT) services in promoting growth in developing and emerging economies following the financial crisis of 2008-2009.

1.
Presentations by the panellists

(a)
Mike Corkerry, Executive Director, EMEA Government Affairs, AT&T, and
Tilmann Kupfer, Vice President, Trade and International Affairs, BT Group plc
Does ICT roll-out promote growth?


Two industry representatives, Mr Kupfer and Mr Corkerry, reviewed a number of studies which suggest that the roll-out of telecommunications – particularly mobile telephony and broadband – may spur recovery and economic development. They cited research estimating, for example, that a 10 per cent increase in household penetration of ICTs can lead to a 0.6-0.7 per cent growth in gross domestic product (GDP) per year on average. Similar figures exist which state that broadband growth can boost GDP by as much as 1.3 per cent.


Mr Kupfer stressed that telecommunications and “network readiness” were recognized as part of the efforts to reach the Millennium Development Goals and that ICTs had an important role to play in integrating developing and developed countries in the world economy.


He added that ICTs have led to another wave of unbundling of production processes and enabled companies to supplement their trade in finished products with trade in tasks – allowing, for example, the emergence of back-office services and call centres, in which developing economies have excelled.

Promoting liberalization


Looking at the factors that can support the roll-out of ICTs, the panellists agreed that the “rule of law” is essential to underpin the policies needed to promote ICT-led growth. They acknowledged that trade disciplines, in turn, are an important tool in supporting effective regulation.


Mr Corkerry stated that the telecommunication rules set out in the General Agreement on Trade in Services (GATS) had catalysed telecommunication liberalization, which had in turn transformed AT&T into a global wholesaler of connectivity for small carriers and multinational corporations. Mr Kupfer added that the WTO rules have assumed even greater importance in an increasingly interdependent world, where, for instance, companies are keen to outsource service provision (through call centres, for example). 


The panellists discussed how increasing the level of competition in telecommunication markets had led to a virtuous circle of investment in ICT and related industries, and that WTO commitments were among the critical conditions for new market entry. Following a question from the audience, Ms Tuthill (WTO) noted that other conditions included transparent licensing, competition safeguards, foreign ownership or control, and broad-based liberalization to permit innovation.


Mr Corkerry underlined that updating rules and commitments would further enable ICT development, and that tools to achieve this included trade agreements, regional economic groupings and broadband initiatives around the world.

(b)
Wamkele Keabetswe Mene, Economic Counsellor, Permanent Mission of South Africa to the WTO
Need for flanking policies


The South African delegate, Mr Mene, stressed that the telecommunication sector is very dynamic, and that the sector has been one of the most resilient during the financial crisis. Following a number of queries from attendees, he added that mobile telephony had led to economic growth in Africa, but that the appropriate support policies and regulation, both for telecommunications and for broader economic activity, also needed to be in place.


Mr Mene argued that the link between telecommunications, development and economic growth is clear and hard to dispute, but that the challenge is the regulatory framework. As an example, he cited South Africa’s new Electronic Communications Act, which, he said, puts parts of the WTO Reference Paper into law.


He added that it was also important that the law provided for legal recourse if political or commercial interference in the independent regulator were suspected.


He said that South Africa’s GATS telecommunication commitments were made taking into account not only the country’s political difficulties, but also their desire to integrate into the global economy. Despite the challenges, he said, the overall results had been positive, most particularly for consumers. He added that South Africa has become an exporter of telecommunications in other developing country markets via foreign direct investment.

3.
Conclusions and way forward


Telecommunication liberalization brings clear benefits to countries, but the process of liberalization requires clear forethought to ensure that ensure that appropriate policies and regulations are developed to maximize social and economic gains. 


The WTO – through both the GATS rules on telecommunications and the reference paper on basic telecommunications – has clearly played a key role in unleashing the potential of ICTs; however, further consideration should be given to the role that the WTO might play in the future in further promoting the roll-out of telecommunication services in emerging economies.


ICC has developed a business guide to telecommunication liberalization which draws on a range of case studies from the past two decades.

The ICC Guide, "Telecoms liberalization" can be downloaded from: http://www.iccwbo.org/home/statements_rules/statements/2004/LIBERAL-final.pdf 
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