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It has been said that information technology is the “great equalizer” for a variety of reasons, but notably for the opportunity it brings to developing countries to improve its economies primarily using human resource, rather than financial capital.  There is some truth to the statement, although as most countries have discovered, the financial requirements for the infrastructure to underlie and implement an IT development plan has been grossly underestimated.  One may say that IT is an equalizer because the rich countries have spent billions of dollars on technology without experiencing measurable improvements in productivity, and in the process have become poorer, thus reducing the gap between the rich and the poor countries.  


But seriously, the so-called “productivity paradox” – a term used to describe the seeming failure to attain measurable productivity improvements from information technology investments -- has puzzled economists for many years.  Economic data in the United States, however, shows that information technology has provided much of the growth impetus for its economy, suggesting a strong link between the astounding growth of internet use and electronic commerce, and economic performance.  Last month, the US Department of Commerce released its second report measuring the growth of electronic commerce. Noting how electronic commerce has exceeded almost everyone’s expectations, the report credits telecommunications and information technology for the country’s longest peacetime economic expansion in history.   The numbers cited by the report are enviable, e.g., IT - producing industries (computer and communications hardware, software and services) contributed on average 35% of the nation’s real economic growth.  This will continue to grow as by 2006, almost half of the US workforce will be employed by industries that are either major producers or intensive users of information technology products and services.  And so, the report declares that the promise of electronic commerce – a future with more opportunity and prosperity, is now being fulfilled.  

Although fulfilment to the extent experienced by the United States may seem distant for many developing countries like the Philippines, information technology has made sufficient economic impact for the IT industry to be identified as one of the cornerstones for the country’s development strategy.  No country could do any less, for while information technology can indeed be, as the World Bank describes it, an “enabling technology”, and concededly offers bountiful opportunities for developing countries that can access and use it effectively, it is also a threat to those that cannot.  As the world increasingly shifts to a digital economy,   countries which fail to harness the power of information technology will simply fall farther and farther behind. 

Much has been said about technology benefiting mostly the higher income groups in society, resulting in a “digital divide” between the high and low income groups.  A glance at the larger picture shows that the far greater problem is the growth of a digital divide not just within nations but also among nations.  It is truly ironic that the same technology that revolutionized communication and connectivity also threatens to create a chasm that separates nations rather than linking them.

Still, any incipient digital divide may still be bridged, notwithstanding the obvious disparity in the development of physical infrastructure of developed and developing countries. There may not be one simple solution, but each one has a role to play, whether as an individual, business organization, government, or international institution.  The individual’s role is to educate himself and develop core skills: after all,  the impact of information technology depends largely upon the quality of human resource and how it is applied.  Business organizations must constantly reengineer its businesses using information technology to achieve greater efficiency and competitiveness.  Private sector support is absolutely necessary for policy formulation, and without such support, governments of developing countries, already mired in countless other problems, cannot realistically be expected to comprehend the significance of each emerging technology, and second-guess the proper policy environment conducive to its growth.  Ultimately, though, governments bear the responsibility for steering the nations they govern, and governments of developing countries must redouble efforts in order to compensate for the inadequacy of financial resources. Developing countries may tap the assistance of international institutions and other governments.  The Philippines, for instance, is grateful for the support, given by the United States and Canadian governments in the form of financial and technical assistance in many IT-related endeavours, including the continuing development of the Philippine Information Infrastructure.  USAID and Asia Foundation, have extended financial support for research in relation to policy-formulation. The model electronic commerce law drafted by the UNCITRAL was especially helpful in the drafting of the Philippine’s own e-commerce bill.   Governments will find the studies produced and conferences organized by international institutions such as the International Chamber of Commerce and, of course, the World Trade Organization, invaluable for policy formulation.

The Philippines has long viewed the information technology industry not just as an emerging industry but more importantly as a strategic industry.  Two years ago, the Philippines launched a “National Information Technology Plan”, commonly referred to as “IT21”. It presents the nation’s “Action Agenda for the 21st Century”. It is envisioned to be the framework for IT development for the next 10 to 25 years, embodying a broad strategy to spur global competitiveness through the use of information technology.   Its goal is to transform the Philippines into a “Knowledge Center in Asia: the leader in I.T. education, in I.T. –assisted training, and in the application of information and knowledge to business, professional services, and the arts.” 
 

Certain initiatives are to be accomplished by the end of the year, namely, the (1) adoption of the policy environment to promote investment in IT related areas; (2) enhancement of the physical infrastructure with a view to improving access, especially in the areas which are currently underserved; (3) the development of an IT manpower base; and (4) the implementation of a government-wide computerization program.

Adoption of Policy Environment

Pursuant to the specific mandate of IT21, the government has taken numerous policy initiatives including (1) the further liberalisation of the entry of foreign investments into the country, (2) the enactment of a new Intellectual Property Code to strengthen intellectual property protection, and (3) ratification of the Information Technology Agreement, as a consequence of which numerous IT products can be imported into the Philippines duty-free by next year, including computers, network equipment, monitors, optical disc storage units and printed circuit assemblies. Last month, the Philippine Economic Zone Authority approved the establishment of a new “cyberpark” within a major business district of Metro Manila, with access to a large pool of IT-trained manpower.  The 15-hectare Cyberpark offers incentives such as income tax holidays and duty-free importation of raw materials and capital equipment.  


These policy initiatives, though, are still lacking when taken in the context of the explosive growth of global IT industry, particularly in e-commerce related sub-sectors.  Policy issues which, if unresolved, pose formidable barriers to electronic commerce, still need to be integrated into the legislative agenda.  The Philippine Congress is in the process of finalizing an electronic commerce bill, dealing with electronic contracting issues such as binding effect, legality and enforceability of electronic documents, electronic signatures, and government use of electronic records.  But a host of other issues still need to be addressed, particularly concerning taxation, jurisdiction, dispute resolution, and content regulation, to name a few. Failure to do so may stifle the growth of electronic commerce and adversely affect the prospects of the IT industry.   

The challenge lies in creating a globally-harmonized legal framework, seamlessly integrated with existing laws and domestic policies.  The phenomenon of convergence illustrates how difficult this can be.  The Philippine Constitution limits the grant of telecommunications franchises to entities which are at least sixty percent (60%) Filipino-owned.  It also requires that ownership and management of broadcast and mass media shall be reserved to entities wholly-owned by Filipinos.   The internet, however, crosses the boundaries of both telecommunications and broadcast, depending on the services virtually anyone around the globe chooses to offer.  Regardless of its nature, services offered via the internet are generally regarded in Philippine law as “value-added services”, which are not covered by any ownership restriction and franchise requirements. There are calls for regulation in order level the playing field among internet businesses, telecommunications and media companies, but the IT industry is vehemently opposed to any form of regulation.  The combination of declining costs of broadband access, and global efforts to prevent internet regulation will exacerbate the policy distortion caused by maintaining the restrictions on telecommunications and broadcast industries.

Enhancement of Physical Infrastructure
A common problem among developing countries is the lack of physical infrastructure for communications. Telephone density, for instance, is very low although rapidly rising.  Since the deregulation of the telecommunications sector earlier this decade, around ten telecommunications companies have been enfranchised and are serving assigned geographical areas throughout the country.  Competition is keen and is intensifying.  Recently, the largest telecommunications company in the Philippines was acquired by its strongest competitor, precipitating major realignments in the industry.  Such competition, it is hoped, will pave the way for widespread and affordable access to telecommunications facilities.    

In 1997, Administrative Order No. 332 was issued directing all government agencies to connect to the Internet.  Today, according to the National Computer Center, 182 departments, bureaus, and national government agencies are already connected.
  


A Senate bill has been filed allowing opening the cable television industry to foreign investment and doing away with the requirement of obtaining a congressional franchise to operate.

Development of IT Manpower Base

One of the strengths of the Philippine IT industry is the size and quality of its IT manpower base.  Due, however, to the pace of technological improvements,  continuous education and training are necessary just to maintain the country’s competitive position.  IT21 requires the incorporation of IT into curricula of primary, secondary and tertiary levels of school.  High-quality distance learning centers are also planned.  The Philippines is already second among Asian countries in terms of the largest number of training fgacilities for computer programming and computer related courses.

Government-wide computerization

The government has embarked on a computerization program for fast-track development and implementation of information systems for government frontline services such as civil, vehicle, land registration, licensing, health and other social services.  Electronic governance is a goal intended to be achieved by the creation of RPWEB by virtue of Administrative Order. No. 332, requiring the interconnection of all government offices and units, continues to be implemented.  The Bureau of Internal Revenue is almost fully computerized, while other agencies such as the Bureau of Customs are gearing up as well for computerization.  Computerization of these agencies is expected not only to increase efficiency in service, but more importantly, to enhance revenues and reduce graft and corruption.

What’s in store for the IT Industry?


No industry has greater upside potential than the IT industry.  All the IT-producing industries in the Philippines have experienced tremendous growth, which growth is even expected to accelerate as electronic commerce gains widespread acceptance.  For instance, the software industry is already one of the top export industries in the Philippines, with earnings rising from a US$10 million in 1989 to US$250 million in 1997
, a level earlier projected to be attained only at the end of year 2000.  More than 200 software firms, including major players such as SAP AG, Lotus Development corp., Oracle Systems, and Microsoft, have set up in the Philippines, which now has an IT workforce of more than 30,000 professionals.   According to a Price-Waterhouse report
 issued on May 1998, the packaged software industry accounted for US$106 million in final sales in 1996 alone, and US$196.1 million in total economic activity in the Philippines, while provided 1,683 jobs. It is expected to grow at an average annual rate of 19.1%.  


The top 400 IT companies posted net sales of P224 billion (roughly USD 6 billion) in 1997, up by 62 percent from 1996.  Intel has been investing USD 300 million to USD 400 million in the last 2-3 years, and is projected to reach a total investment of USD 900 million by year 2000.  Other hardware manufacturers such as Seagate, Acer, and Fujitsu  are investing comparable amounts.  Over the last five years, the electronics industry experienced an average yearly growth of forty eight percent (48%).  Exports in this industry reached USD 11 billion in 1997, growing to USD 16 billion in 1998 – over half of all Philippine exports. This year, the figure is expected to climb to more than USD 20 billion.


You may have heard of the efforts of Asian countries such as Malaysia, Hongkong and Singapore to establish cyberparks, projected to be future hubs for electronic commerce and information technology.  Probably in reference to the friendly competition between those countries in their IT efforts, one executive remarked that Malaysia’s high-tech zones is “long way in front” of the other countries efforts – I am sure Hongkong and Singapore will somehow dispute that statement. Personally, I am delighted with such media coverage, because it draws the attention of the businesses worldwide about the important role to be played by Asia in the information technology revolution.


I must add, however, that unknown to many, the Philippines has, not one, but at least five (5) cyberparks throughout the country, including a 100-hectare cyberpark in Clark Development Zone, which hosts America Online, among other IT companies. Several more in the planning stages, some to be located in major business districts for easy accessibility. 

For sure, many steps will have to be taken before developing country like the Philippines can attain success which mirrors the experience of developed countries like the United States, and as I have mentioned earlier, there are at least as many problems along the way.  At the very least, the steps already taken by the Philippine government must be considered as a good start. These include (a) the creation and strengthening of the National Information Technology Council; (b) the creation of the Electronic Commerce Promotion Council; and (c) the establishment of RPWEB, which will later evolve into the Philippine Information Infrastructure..

Information Technology plays a pivotal role in the government’s Medium Term Philippine Development Plan for 1999-2004 (“MTPDP”). To ensure efficient competition among the players in the telecommunications industry, the plan calls for guidelines for interconnection of all public networks and for the use of internet. Telephone density is projected to increase by more than 50% by year 2004 to meet the growing demand for telephone and other value-added services.  Laws expected to be passed involve application of electronic commerce to simplify trade procedures and facilitate exchange of business and trade information. In essence, the MTPDP seeks to address the lack of affordable access to communication facilities, and aims to further improve the legal infrastructure to promote the continued use of information technologies for trade and governance.   For this to happen, though, Congress must fully appreciate its role as a check-point, rather than a choke-point, in the policy-making process to ensure the country’s continuing success, not only in the IT-sector, but in other fields through the use of information technologies.  

Information technology offers renewed opportunities for developing countries, which can shift from exploitation of natural resources at the expense of the environment, to tapping its human resources.  It empowers citizens, expands the reach of government and improves governance, transforms business organizations while  reconfiguring business relationships, and integrates economies seamlessly.

Information technology  is the engine that will drive the  growth of economies worldwide through the vast information superhighway called the internet, and at breathtaking speeds.  We are at the cusp of a unique revolution, one which is constructive rather than destructive, and global in scope.  Electronic commerce is at the heart of this revolution: it knows no boundaries, is controlled by no one, but is shared by all.   
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