ELECTRONIC COMMERCE IN BRITISH VIRGIN ISLANDS
“A KEY TO ECONOMIC GROWTH?”
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INTRODUCTION:
What is Electr onic Commer ce?

Electronic Commerce or in short “e-commerce’ is any form of business
transaction in which the parties transact electronically rather than by physical
exchange or personal contact.!

Through the revolution in tdecommunications and information technology,
Electronic Commerce, aded by Globdizaion, is impacting busness and it is
playing a key role as the digitd economy rounds into shape It is rapidly
becoming one of the princdpd means of conducting busness and financid
transactions. E-commerce has the potentid to provide smal economies with
improved means and ease of communications busness contact, lower priced
products, reduction of barriers to entry to world markets, reduce transaction costs
and improved potentid for delivery of service.

E-commerce is a direct result of the Information Age and it is likdy to be the
principd means for transacting busness in a short time to come. While
information technology was &le to boost productivity, reduce costs and cut
inventories in a transcendent way, eectronic commerce is the vehicle by which
enterprises will narrow the space between buyer and sdler. More importantly, e
commerce supported by worldwide telecommunications presents the potentid for
rgpid expangon into global markets. Also, e-commerce presents a full range of
opportunities and threats for developing countries to get on a more leve playing
fidd.

The essence of e-commerce is the capacity to enter into and delivery upon the
detals of a binding contract between buyer and sdler in confidence and privecy.
This means the ability to send payments over the Internet and to conduct legdly
binding busness transactions in a secure manner. However, this is not sufficient
for the succesful edtablishment of a sustaindble e-commerce industry. A legd
framework capable of indilling confidence that busness transactions are private
and secure is one of the primary prerequisites. Further, there must be the
confidence that systems of contract dispute resolution are fair, sure and clear. This
uggests a legd sysem to accommodate internationa trade and globa commerce
accepted by most countriesin the world to ensure a good range of markets.
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E-COMMERCE AND ECONOMIC GROWTH IN BVI.

The benefits of e-commerce will be readily gpparent to the countries that choose
to embrace it. As noted by the Organisation for Economic Co-operation and
Development (OECD), the phenomenal expanson of the Globa Electronic
Marketplace has led to remarkable growth and productivity in the information and
communication technology indudry. E-commerce encourages economic growth
and increases employment in those countries that are able to take advantage of the
opportunitiesit offers?

In order to promote ecommerce in the British Virgin Idands, we need to have a
cler policy on e-commerce and to develop infrastructure that will fadlitate the
growth of e-commerce. Such a policy requires a coordinated approach between
the government and private sector. Which means, the development of a successful
policy on this, requires a coordinated approach, government, business and
industry must work together to build awareness, trust and infrastructure, which
support the seamless creation and operation of an e-commerce system.

CONNECTIVITY WITH THE REST OF THE WORLD.

E-commerce success in the British Virgin Idands will depends on how we are
connected with the ret of the world Economic globaization requires
connectivity with the ret of the world in terms telecommunications and other
technologicad links. This means that the British Virgin Idands should ensure that
it is properly connected to the rest of the world in the mogt effective way, if at dl
we want to compete in globd economy with other countries. Because of
connectivity more nations are benefiting from globad economy and have better
greater opportunities for business for therr countries. It should be noted that, the
whole world is now our market. Companies in our offshore financid services
sector serve dient from dl over the world. Globaization and New Age of
Information have no age or gender qudifications. Together they conditutes an
economic tidd wave of which we are unmistekably a part, snce most of our
nationa income comes from abroad and is generated subgtantidly by Information
Technology.

The British Virgin Idands Government should facilitate and enhance connectivity
with the res of the world. This can be done by identifying BVI’'s connectivity
requirements, and by dlocating adequate resources to facilitate this exercise
Therefore the government should make necessry invesment in  Informeation
Technology sub-sector. Also the focus should be on the formulation of Nationd
Information Policy and establishment of appropriate information infrastructure to
link the British Virgin Idands with the rest of the world. In this case it is
necessary for the governmert to facilitate the participation of private sector by
building a conducive environment for private investors.



CONDUCTING BUSINESSES THROUGH E-COMMERCE.

The combination of e-commerce and low tax rates, offered by countries such as
the British Virgin Idands, is irresdible to many busnesses. Conducting e-
commerce through an offshore tax location can improve tax peformance a dl
dages of the vaue chain. By having web dtes in offshore jurisdictions carrying
out the functions previoudy performed in countries with higher tax rates, busness
can pay tax a lower rates for dgnificant portions of ther business operations.
Some companies may be able to replace dl of their operations with ecommerce
fadlies in tax havens dggnificatly reducing their operating overhead.
Accordingly, companies that are able to take advantage of this technology can
reach more customers and offer more sdlection at better prices, thereby increasing
their profits, while a the same time reducing ther tax ligbility by locating their e
commerce busness in an offshore tax haven. However the traditiond security of
investment and readily accessto returns il hold.

If the territory is able to deveop and improve infrastructures and policies that
faclitate the growth of e-commerce, the country will enjoy an influx of new
busnesses. Businesses that can operate over the Internet without needing to
edablish a phydcd presence in a country with higher tax rates will naturdly
gravitate to lower tax jurisdictions, such as the British Virgin Idands. As there are
numerous tax havens throughout the world, what is needed to st the British
Virgin Idands apat is the exigence of an environment, both technologicd and
legal, that makes it easer, and hence more profitable, for business to locate in the
British Virgin Idands than in ancther country with comparable tax laws But it
must be an environment that is built on the principles of jurisprudence and market
€conomy.

INFRASTRUCTURE, THE KEY TO E-COMMERCE DEVELOPMENT.

The growth and the development of e-commerce in the British Virgin Idands will
depend on the existence of and affordable access to a legd and technologica
infrastructure. This means tha, the British Virgin Idands must develop a high-
qudity globd telecommunication network  Refer paragraph 3 above) if it isto
attract e-commerce clients. Issues of bandwidth, service, fault tolerance and
security must  be conddered. The British  Virgin  Idand's e-commerce
infrastructure must be globaly interoperable, in other words, they must be able to
work with the infresructures of other countries. Interoperability will alow
interconnection, increase market acceptance of e-commerce, and reduce cods.
This highlights the importance of a good telecommunications.

The basic requirements for a viable ecommerce industry must be the existence of
Internet Service Providers (ISPs) and local Network Access Providers (NAPS) in
the British Virgin Idands. Bermuda, for example, dready has two ISPs, with the
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promise of more to come? If the British Virgin Idands wants to compete with tax
havens such as Bermuda, it must ensure that it has Smilar or superior resources.

It should be noted that, the mere exisence of ISPs in the British Virgin Idands
will not be decigve It is not enough to just have the necessary infrastructure,
services must be avalable a reasonable cost. BVI's technologica infrastructure
must therefore be codt-effective and competitive. To this end, public and private
patnerships, joint ventures and other gmilar arangements with high-tech
companies should be examined. If the British Virgin Idands is able to conclude
such arangements, it may be able to gan an edge over other Caribbean tax
havens, such as Bermuda, where services are dill very expensve. Redrictions on
the amount of foreign invesment in BVI's telecommunications services and
infrastructure should aso be reduced. Such redtrictions may impede the growth of
the e-commerce industry and are counterproductive.

THE HUMAN RESOURCES COMPONENT IN E-COMMERCE.

There is dso a human component to e-commerce infradructure. The British Virgin
Idand’s success is dso dependent on having a workforce that possesses the necessary
digitd literacy and busness <kills. The government should encourage educationd
inditutions in the territory to develop and offer courses to provide the skills needed
for e-commerce. From a governmental point of view the labour market will have to
produce the managerid <kills for the policy devedopment, adminigration and
regulatory segments for the e-commerce industry. On the private sector Sde, the
demand for high technology and services management sKkills for enterprises will be a
criticd layer of labour needed for e-commerce. The skills required here are multi-
disciplined and multi-dimensond.

The next mgor grouping of skills will be the ones, which are to provide for and
maintan the digita infrasructure. Essentidly these would be engineering skills in the
aeas of computer hardware, telecommunications, computer software and Internet
Sarvice providers. Clearly this group of workers is highly digitd, very knowledge
based and must be kept up to date with the rapid changes in digital technology
globdly. For this group of skills, worldwide connectivity and connectedness is
citica; hence, language <kills become criticd to permit world communications

capaility.

The next large skills group will be needed to design, develop and manage the legd
framework around which the e-commerce sector will be oriented. There will be the
need for legd knowledge in internationd commerce, commerce in the mgor markets
from which we are trying to atract busness and in countries, which have politica
control over our development policies. There will dso be demand for legd ills in
the area of e-commerce and intelectua property. Legd skills in demand will be for
the development and articulation of a competition policy, which keeps the confidence



of the markets we aspire to serve. The e-commerce indugtry will aso demand legd
skills in contract management and resolution related to sdes. These sills will be
egpecidly criticd dnce sdes whether be they busness-to-busness or business to
consumer, will be the fundamenta activity in e-commerce. In sdes contracts quite
naturdly there will be disputes and disagreements, which will have to be resolved by
courts, arbitrators or adjudicators. Therefore, there will be demand for a set of <ills
in commercid law.

In the millions of transactions, which will take place daily, there is bound to be issue
of security and illegdity. Transactions will of necessty involve the handling of
highly confidentid and persond financid information. In thee activities the
opportunity for theft, misdlocation and misuse of resources or information will be
present.  In this connection, therefore, the skills to mitigate againg, identify, capture
and eadication illegdity in financd metters will be in high demand. These ills
will be very integrated with those of software design, hardware sdlection, legd
management and business management.

The busness ills required will dso include ordinary behind the sdes counter
support skills, adminigtrators, and high volume data handlers.  The government group
must of necessty include skills in the areas of internationd relations internationd
busness and international business monitoring and andyss.  Electronic commerce
will impact dgnificantly on dmost every labour market segment exising ether in
terms of upgrading, extending its volume or adding to its flexibility.

The ills set required for e-commerce is an integration of busness internationa
busness reations, commerce, computers, telecommunicetions, eectronic Security,
finance and illegdity. The skills set requires workers to be high knowledge, trained
in and kept doreast in the areas of digitd technology. The workers and management
personnd must be able to communicate easly and effectivdly worldwide in addition
to being knowledgeable of the history and culture of the world, which we are aspiring
to serve. The key here isto workers empowered through knowledge and skills.

It is obvious that the skills indicated above are not normaly developed in the short-
tem and they are presently not avalable in the British Virgin Idands without
diguptions to exising sectors.  This suggests importation of a substantia portion of
labour based on the speed of the development of the industry. Further, it implies that
an accommodating and proactive labour and immigration policies must be the
centerpiece of the public sector effort to facilitate the development of the ecommerce
sector in the British Virgin Idands

If the British Virgin Idands is adle to offer excdlent service a compstitive rates,
combined with a highly-skilled labour-force, it should be able to attract e-commerce
clients. Such an approach will help e-commerce in the British Virgin Idands to grow,
as more businesses means more money that can be spent on sarvices, increasing ther
qudity while lowering their costs.



E-COMMERCE AND EDUCATION.

Like in any other development dtrategy amed at internationd trade, education has
a mog vitd role to play in the long-term development and support of eectronic
commerce in the British Virgin Idands. However, there are some specific and
urgent issues, which the education sector as a whole must address if we are to
edablish e-commerce. Fird, education must understand that its product must be
world class, that is highly competitive, diverse, efficient and bench marked
agang the best. Secondly, there must be a concentration on digitd disciplines,
cultura  hisory and commercid knowledge in its product. In addition, the
product must be consstent and sustained in order tha the confidence of the
business community worldwide will be maintained.

Fundamentdly the education and training sector must educate the BVI
community about the benefits cods, opportunities and threats associated with
electronic commerce. However, the immediate objective for education should dso
be to train the present workforce and those who will soon enter the workforce to
satidfy that anticipated demand of e-commerce. As an objective for the longer
term, the education sector must prepare the resident workforce for the wide range
of integrated skills essentiad for the e-commerce industry.

Education has a key role to play in the devdopment of a nationd e-commerce
atitude with its concomitant commitment to serving people outsde our border in
essantidly facdess transactions.  Education must teach our population  about
electronic commerce and its potentid economic, socid, politica, spatid and
environment impact on the British Virgin Idands  Electronic commerce in our
context means a further globdization of the British Virgin Idands in terms of
immigration, culture, commerce and economy. The opening up of our people to
the ret of the world increases vulnerability and by necesdty forces us to
development wider and more effective ways and means of coping.

In terms of preparing the present and potential labour force, education must
consder the needs of workers who want to extend their range of skills to enhance
ther flexibility and maketability for dectronic commerce and reated
occupations.  The present school population needs to be grounded in the
fundamentas of eectronic commerce such as commerce, law, computerization
and teecommunications in order to prepare them to satisfy the potentiad labour
market demand as it arises  Education programmes must focus on related e
commerce occupationd flexibility and cross training of workers to dlow easy
cross over.  The education curricula may have to re-arrange priorities and focus
on aress that prepare for globdization of the British Virgin Idands society at a
much faster pace.



To tran the future labour force for eectronic commerce, education has a
tremendous chalenge in terms of its product range, its worldwide focus on
language communications, international busness ills, internationa legd  skills,
country specific commercid  skills, dectronic  security and  illegdity and
worldwide cultures. The focus of education must be on a product benchmarked
agang the best in the work, highly competitive and condstent, extremdy digita
and very knowledge about the area of the world in which we have a commercid
interest.  World-class language skills and computer training progranmes ae
fundamenta to the e-commerce industry. A business and commercid attitude in
our sarvice programmes must be the fundamentd orientation.  While it is
understood that our cepacity to ddiver totd education and training for e
commerce locdly might not be economicd or possble, we must develop Strategy
which lays the foundation of an integrated digita, commercid, business, legd and
internationd framework under which an e-commerce worker may be developed.
Of course it is a tremendous to chalenge for such a smdl and recently developed
education sector to develop another related set of skills for another workforce to
satidfy the demands of another industry in a country adready involved in two other
highly competitive, internationd trade aess such as tourism and financid
savices. But, in wha is a coud, there is dways a dSlver lining. The range of
skills required for e-commerce, tourism and financid services are Smilar.

For education, recruitment of teachers and indructors in the areas above-
mentioned is a priority. There is no time to train the teachers needed. The
drategy must be a combination of upgrading or re-training the present ingtructors
and add-up other sills via importation of persons from countries where these
kills are world class. In this connection the Education Review is timey in terms
of development an overal drategy to recruit current teachers and ingtructors.

REGULATION AND CO-OPERATION.

Regulation and co-operation is an essentid dement for the success of e
commerce. The British Virgin Idands must have practicadl and clear rules to assst
both businesses and consumers. Such rules should provide both clear options and
guidance in this aea of tdecommunications. Effective regulation requires the
devdopment of sdf-regulatory codes, which can provide important protections
and assurances to businesses and consumers in the areas of competition, security
and intellectud property. These assurances will increase the confidence the
internationd  telecommunications community will have in doing busness in the
British Virgin Idands.

i Competition:

Excessve government regulation of e-commerce may not be a desrable policy
for the British Virgin Idands to pursue. Potentid clients are likdly to view such a
policy as placing them in a difficult podtion, cregting excessve red tape and
crcumscribing their ability to do business. Excessve regulation may dso inhibit



the ability of companies to be competitive, which will increase the cogt of doing
busness in the British Virgin Idands. Raher than deding with wha may be
perceived as unnecessary hasdes, businesses may choose another country in
which to do business.

ii. Self-Regulation- Option.

As an dternaive to excessve regulation, the government of the British Virgin
Idands should consider encouraging private sector sdf-regulation. By working to
remove bariers and to establish e-commerce “ground rules’, including, market
entry rules, code of conduct, best practice guidelines, model contracts and
enforcement mechanisms.

BVI's e-commerce industry should be able to regulate it sdf. Congderation
should be gven to limting the role of the government to encourage sdf-
regulation, ether through policy dtatements in favour of it, or through making
legidative changes that smplify the procedure.

i Security and User Confidence

Clients and consumers mugt have confidence in the BVI's e-commerce system if
they are to do business here. The system should be both transparent and effective
and should provide messures to ensure the security, rdiability and safety of
network services. Specificdly, steps must be teken to ensure the rdiability of
electronic dgnatures, to maintain user privacy, and to protect consumers.

ELECTRONIC SIGNITURES.

The successful development of e-commerce depends on the
development of technologies and regulaions enabling cross border
transactions in both the private and public sectors. The British Virgin
Idands should participate in or be party to the development of a globa
framework that supports the recognition of eectronic transactions,
sgnature authentication methods and certification practices. To this
end, it should respect the UNICTRAL Modd Law on Electronic
Commerce®.

The Government should consder dlowing the parties to e-commerce
transactions to determine the procedures they wish to use to
authenticate sgnaiures and other dements of the transaction. This
deference to the wishes of the parties ties in with the hands off
aoproach to regulation noted earlier. Findly, the British Virgin Idands
should be willing to accept the authentication procedures adopted by
other countries, thereby ensuring seamless transactions wherever

possible.



iv.

10

PRIVACY.

Consumers want to have control over the collection and use of their
persond data. The British Virgin Idands must ensure that dl seps are
taken to protect the privacy of persond data processed through e
commerce. Government and busnesses must be sendtive to the
concerns of individua consumers and take steps to meet them. To this
end, the Government should encourage businesses to develop effective
sandards for consumer and data privacy protection. Legidation should
dso be formulated to ensure tha any misuses of confidentid
information will be dedlt with.

CONSUMER PROTECTION.

Consumers must be assured that they will have the benefit of the same
consumer protections if they do busness with the e-commerce
busnesses based in the British Virgin Idands, as they would in a
traditiond transaction.  Accordingly, the British Virgin Idands should
condder extending legidaion limiting fraudulent, mideading and
unfair conduct to cover eectronic transactions and should educate both
busnesses and consumers about the protections avalable. Policies
should aso be developed to cover dectronic money, payment systems
and the trans-border movement of goods purchased through e
commerce. The edablishment of effective e-commerce consumer
protection will do much to increase consumer confidence.

ILLEGALITY.

In order to ensure that businesses and individuds use BVI's Internet
fecilities respongbly, an acceptable uses policy should be developed.
This policy should contain provisons rdaing to illegd uses, such as
the unauthorized digtribution of copyrighted software, net abuses, such
a spanming and mal-bombing, tortuous conduct, such as posting
defamatory information about individuds, and misuses of system
resources, such as the resde of access to CGI stripts ingaled on
servers.

I ntellectual Property.

The protection of intdlectud propety is essentid if  credivity,
invetments are to be encouraged, leading to the availability of what the
OECD refers to as “a criticd mass of content necessary to endble
dectronic commerce”* Chief among intellectud property concerns in e
commerce are the issues of domain names and copyright protection of
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materids and information. The British Virgin Idands should corsider
encouraging the establishment of a private sector regulatory body to
ensure that the globd Doman Name Sysem (DNS) is managed in an
equitable fashion. This body must work with the World Intelectud
Property Organisation (WIPO) and the World Trade Organisation (WTO)
to address the issues of doman names and trademarks, to ensure the
devdlopment of a sysem that is regponsve to both nationd and
internationd needsin thisregard.

CONCLUSION.

From the overview of this paper, no doubt if the British Virgin Idands wants to
develop e-commerce industry, there should be a clear policy on ecommerce and
develop infragtructure that will facilitate the growth of the indudry. In this regard
the British Virgin Idands has a lot of work to do if it is to become involved in the
e-commerce busness. Immediste action is crucid. The British Virgin Idands
mugt act now, or risk missng the fird wave of industry expanson, leaving it to
play “ catch-up” to countries with established telecommunications indudtries. The
prospect of developing e-commerce in the British Virgin Idands is not as
daunting as it gppears, however, owing to the country’s rdativey smdl sze. As it
was pointed by the Miniger of Public Enterprise in Irdand, a country which has
begun a comprehensive campaign to attract e-commerce business,

“Because we're a small country, we can move quickly. A large country
wouldn’'t be able to provide the rapid response time that’'s needed in a
high-tech world.”

The British Virgin Idand's Sze therefore gives it an important edge over other,
larger countries. However, it must sill move rapidly if it is to keep pace with
other tax havens, such as Irdand and Bermuda, in the pursuit of e-commerce
busness. If the British Virgin Idands as a whole, its government, business
community, and workforce, are equal to the chalenge, it is possble for the
country to become a mgor force in the e-commerce industry and regp al the
economic rewards that this entalls.
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1 APEC and Electronic Commerce, www.draft.gov.au/apec/ecom/ apec_news2.html
2 OECD Forum on Electronic Commerce. Report SG/ EC(99)12 of November 24, 1999.
Z Storie, Bill and Claire Green, Will E-commerce Succeed in Bermuda?

* OECD Ministerial Conference, A Borderless World: Redlisi ng the Potential of Global Electronic
Commerce.

® Marks, Debra, Ireland going full-tilt for E-commerce, Supra.

® This law was passed OECD Forum on Electronic commerce and endorsed by FTAA Joint Government
and Private Sector Committee of Experts on E-Commerce November 1999.
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