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SLIDE 1 – Title Slide

INTRODUCING WITSA

It is a pleasure to be here at the ICT Forum of the Association Infobalt in the beautiful city of Vilnius. As the Senior Program Manager of the World Information Technology and Services Alliance (WITSA), it has been my great privilege to work closely with Infobalt on many global policy issues affecting our industries over the past few years.

I would like to thank Vytautas Vitkauskas, President of the Association Infobalt, and His Excellency Rolandas Paksas, President of the Republic of Lithuania, and the Organizers for the opportunity to be here today.  I am truly pleased and honored to have been invited.

My theme today is that our industry is at a crossroads, and that our actions over the short term will determine the path that our industry will ultimately take.  I feel that my position with WITSA provides a good perspective on our industry that enables me to make the observations that I will share with you today. 

SLIDE 2 – WITSA Members

 WITSA is a consortium of 50 information and communications technology industry associations from countries and regions around the world, including of course, Infobalt – which represents us in Lithuania. Collectively, WITSA members represent well over 90 percent of the global ICT market. 
Among its many functions, WITSA publishes the “Digital Planet”  –its benchmark publication – that provides the most recent, comprehensive data documenting the size and shape of the ICT marketplace around the globe. 

SLIDE 3 – WCIT 2002

The World Congress on IT (WCIT) is WITSA’s flagship event, a biennial meeting attracting leading ICT personalities, top corporate executives, distinguished academic professors and researchers, government ministers and policy makers from all over the world, whose interaction and decisions shape the future of the ICT world. Participation at this event provides unique insight into our industry today. The 2002 event included over 1,800 delegates from 55 countries, including 150 members of the press. Past speakers include industry leaders such as Bill Gates, Carly Fiorina, Michael Dell, Lawrence Ellison and John Chambers; government leaders, such as Bill Clinton, Mikhail Gorbachev and Margaret Thatcher; and visionaries such as Lester Thurow and Don Tapscott.

SLIDE 4 – WCIT 2004

The next World Congress will be held in Athens, Greece, from May 19-21 next year under the theme: “The Future Is Now”.

SLIDE 5 -  International Organizations

 On the international stage, WITSA represents the global ICT industry to organizations such as the World Trade Organization (WTO), the OECD, the World Bank, APEC, the ITU, ICANN, and other international forums where policies affecting industry interests are discussed or developed. 

WITSA is also actively engaged in the preparations for the World Summit on the Information Society and will be sending a delegation to the Summit in Geneva.

Lately, WITSA has been working closely with international organizations such as the World Bank and agencies such as the U.S. Agency for International Development, in efforts to aid the IT industry in developing countries. Most significant is the Information Technology Mentors Alliance (ITMA), which is a partnership between WITSA and USAID seeking to establish and/or strengthen IT trade associations in Africa and Asia/Near East.
SLIDE 6 – Industry at the Crossroads

Given that background, I want to return to my theme of an industry at a crossroads.  Before us lie two paths.  One will continue to keep the industry at the forefront of innovation and economic development.  The other will relegate our industry to a position of government control and slow growth.  How we resolve a series of issues currently facing us will determine the path that we take.

 In the brief history of the Internet, the IT industry has mostly set its own standards, rules and practices through a variety of organizations to lower transaction costs, to avoid and resolve conflicts, and to create consumer confidence. A mix of laws enacted by government and business self-regulatory mechanisms still govern much of today’s e-business. 

However, the Internet is no longer in its infancy. WITSA’s benchmark study, the Digital Planet 2002, found that total spending on ICT has grown from U.S. $1.3 trillion in 1993 to $2.4 trillion in 2001. Consider that as we sit in this room, there are about 605 million current users of the Internet and as many as 100 million devices on the global network.  Roughly 190 million of these users reside in Europe, more than any other place.  These figures do not even account for everyday devices like laptops, personal digital assistants and mobile, internet-enabled telephones.  Projections of Internet growth suggest that the full range of devices on the Net should be between 900 million and 2 billion by 2006, the latter number if we are to include about a billion Internet-enabled mobile telephones.  If present rates of growth continue unabated, by 2010, half the world’s population may be able to access the Internet.  Not nearly fast enough for some, but laudable progress nevertheless.

The pace of change and the emerging state of the digital economy has heightened the risks associated with premature or unnecessary government regulation. As governments across the globe are re-examining their legal frameworks and how they apply to e-business, a series of issues come to the fore.  All of you know them, they are not new to you.  However, failure to resolve them properly will have dire consequences for our industry and our future. 

SLIDE 7 – Internet Governance

The first issue is Internet Governance.  Today, the technical management of the Internet is squarely in the hands of the private sector through the international organization ICANN. ICANN bases its decisions on commercial principles, not political motives.  Although still tied to the US government, it is moving toward complete autonomy. While most modern businesses are dependent on the Internet for many of their operations, few give much thought to the importance of managing its technical operations. In fact, the private sector took over the control of the technical management functions in September 1998, when ICANN – through a Memorandum of Understanding - was handed over responsibilities previously handled by the U.S. government. Responsibilities given to this new non-profit organization include the technical management of protocols, addressing and domain names, which are critical to the stability and growth of the Internet. ICANN is therefore an unprecedented public-private partnership operated by the Internet business, technical, non-commercial and academic communities, and a consensus-based, globally representative non-governmental policymaking entity. On September 17, ICANN and the US Department of Commerce reached a new, 3-year, MoU, with a view to completing the transition toward total privatization that began with the first MoU five years ago.

Unfortunately, some governments would like to replace ICANN with an inter-governmental organization whose responsibilities could be extended beyond ICANN's, giving the organization an unprecedented level of control. The International Telecommunications Union (ITU), at its 2002 Plenipotentiary Conference, suggested it have a role in the policy development related to the management of Internet domain names and addresses. The World Summit on the Information Society (WSIS) continues the debate about private sector leadership of the Internet in its preliminary meetings. While these are still preliminary agenda meetings, their tone and direction have serious implications for the role of ICANN and the continuing role of the private sector in Internet governance. 

SLIDE 8 – Security vs Privacy

Issue number two is the classic debate between privacy and security.  With advances in technology and the onset of the Internet, a society of constant and pervasive surveillance is becoming more apparent every day. Most people easily agree that more privacy is needed, but they also want more protection, especially in the wake of the September 11, 2001, terrorist attacks. As e-business grows, information security becomes a greater concern for companies. Internet consumers seem to want it both ways: They want to be protected against online identity theft, have a high degree of security while making transactions over the Internet, and still preserve a notion of privacy. 

The use of cookies has expanded dramatically over the last few years, and has now become such standard practice that browsing the web while blocking them is virtually impossible. Information obtained is shared by thousands of websites though advertising-network companies, such as DoubleClick – which keeps cookies on 100 million users. Moreover, users are being tracked through other methods by Internet service providers, web site host, and e-mail services.  Electronic trails are left by the use of credit and debit cards, mobile phones, public transportation systems, road tolls, electronic building access systems, face-recognition and biometric identification software, and digital video surveillance. According to a recent Economist article, the average Briton is recorded by CCTV cameras 300 times a day!

Unfortunately, countries across the globe have taken very different approaches to balancing the need to preserve some degree of privacy against legitimate needs for electronic information of a personal nature. 

The EU Data Protection Directive entered into force in 1998, attempting to give people a high level of control of their data by requiring their consent before a business or agency could collect them. The U.S. has chosen a very different path, giving consumers the ability to “opt out” once information is collected, but with out the capacity to prevent the information to be collected in the first place. A “Safe Harbor” compromise between the EU and the US intended to protect participating American companies from EU legal action by promising to comply with a set of more stringent privacy requirements. 
The privacy debate is being further complicated by the distinction between the collection of information by governments and by the private sector. In 2000, even the privacy-focused EU adopted a new directive relaxing the legal restraints on the collection and use of information by governments, allowing member states to require firms to retain data on people using mobile phones, fixed line communication, e-mail, chat rooms, the Internet and other electronic devices. The U.S. Patriot Act also has made it much easier for authorities to request court permission to monitor Internet traffic and obtain wiretaps.
For business and consumers alike, it is important to seek international agreement on how to best strike the balance between privacy and security, in a way that place the least possible burden on industry, and in a non-discriminatory fashion.

SLIDE 9 - Trade

The third issue is access to markets through being able to trade electronically across borders. The failure of the World Trade Organization (WTO) Ministerial Conference in Cancun in September was a significant blow to the WTO, and makes highly uncertain whether it will be able to reach a global trade treaty by the end of next year, as prescribed by member governments two years ago in Doha, Qatar. This Ministerial meeting had the potential to yield significant benefits for all members of the WTO, and to create new opportunities for providers of information and communications goods and services.  Increased access to these goods and services would significantly benefit all 148 members of the WTO. 

Opening markets in Computer and Related Services benefits not only companies directly engaged in these services, but also those engaged in other segments of the industry. Many countries made commitments in these services in the Uruguay Round. However, there are a number of key countries that have made no commitments or partial commitments. As the negotiations eventually move forward again post-Cancún, it is important that agreement be reached to allow electronic goods and services to be moved freely across international borders without restrictions. 

SLIDE 10 – e-Government Procurement

Issue four is the adoption of ICTs by governments and access to procurements globally. Online service delivery has never been higher on the political agenda. Governments are talking about significant benefits to be realized by moving many traditional services to the Internet. Perhaps even more importantly, government procurements can play a major role in enabling the use of ICTs within a country generally, and can also be a catalyst in establishing a viable domestic ICT industry.  However, to take full advantage of the benefits of e-government, countries must promote transparency and competitive bidding in procurement systems. Currently, procurement practices vary from totally open and transparent to systems cloaked in secrecy and lacking real competition.  Given the benefits of government use of ICT, concerted efforts must be made to promote these initiatives and to insure that the procurements are conducted in the most open, transparent and fair ways possible.

SLIDE 11 – Offshore Outsourcing
The fifth and final issue is the movement of IT jobs from high-cost to low-cost countries.  Since the “Dot-COM bust” three years ago, politicians, media and citizens in a number of countries have become increasingly concerned about the prospect of having their skilled labor jobs “exported” to low cost countries.  For example, a programmer in, say, Bangalore costs an American firm about one-quarter of what it would pay for comparable skills at home. Add in the extra infrastructure and telecoms costs, and the savings could still be in excess of 30%. Technology also plays a part. High-speed data connections and software tools have made it cheaper and easier for geographically dispersed teams to collaborate. 
How much of the IT industry will move offshore, and how many IT jobs in high-cost countries will disappear? In the U.S., there is already a political backlash. Lawmakers are pushing to tighten visa regulations, so that foreign IT firms can no longer send their employees to customers for training. And several state legislatures have bills pending that would stop government agencies sending IT and other services work overseas.
Lawmakers in Europe, U.S. and elsewhere must show patience and restraint. The only way skilled jobs can be retained in the long term is by making conditions such that their IT industry remains competitive in world markets. A job transferred offshore does not necessarily translate into a job lost at home: Using offshore workers can help companies remain competitive and focus on what they are best at. Resulting higher margins may well result in new job creation at home. On the flip side, by not sending jobs where they can be done more cheaply, more jobs could be lost in the long term. Also, governments in the most-developed – high-cost- countries must invest heavily in the production of a competitive workforce through education, training and skills retooling. 

Continued support for free trade is vital to the growth of IT markets, and open markets globally will help. Through the WTO and other multilateral trade groups, foreign governments on the receiving end of the offshore outsourcing equation must be encouraged to open markets to foreign competitors, to increase the transparency of government procurement, and to reduce trade barriers, such as government ownership of telecommunications and other infrastructure. Likewise, foreign governments and industry sectors must be encouraged to become active consumers of ICT - and not simply the global purveyors of ICT products and services.

SLIDE 12 - Balance
These, then are the issues, or at least the major ones that I see that may determine the future vibrancy of our industry.  None of them have easy answers, and most of them are not either-or situations.  Instead, resolution of them requires a balance to be reached between the two extremes.  The ability of each of us to intervene with the policymakers and to achieve that balance will, to a large extent, determine the path that our industry takes.  With the right balance, our industry will retain its pre-eminent position in the global economy and will grow and thrive in the future.  Let us all make the commitment to become involved and insure that balance is achieved NOW.

SLIDE 13 - Contact

