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1.1. DECONSTRUCTING ICT’s IMPACT ON
ECONOMY-WIDE PRODUCTIVITY GROWTH

Economy-wide
productivity
growth from
ICT diffusion

Gilder’s
law

Coase’s

Moore’s
< law

law

¥ Metcalfe’s
law

time
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1.2 CONTRIBUTION OF ICTs TO LABOUR
PRODUCTIVITY GROWTH IN THE US
’ ‘Memorandum: The rate of labor
- ;‘;v.productuwty gmwth increased 1.04 ,
' ‘percentage points between 1991-95
, 112 and 1996-99. Over two thlrds of this

0.79 ﬁm ° 49/
Wlmlmlm

i - \\

1991-95 1996-99

:f;|ncrease (71 of the 1.04 percentage
-.;pelnts were owed to 1T).

m All Other Contributions

IT Contribution Through MFP Growth

IT Contribution Through Capital Deepening

Source: Oliner and Sichel (May 2000). Table 2, p. 25 and Table 4, p.27
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1.3. LEADS AND LAGS IN PRODUCTIVITY
SURGE FROM ITCs DIFFUSION

Rate of A
Diffusion
of ITCs
(a)
—
60s 70s 80s 90s 00s time
productivity 4
surge from USA
from ICT
diffusion (%) / Europe, Japan
o= o . —&_ .. (b)
Y. developing
countries
—p-

60s 70s 80s 90s 00s
time



11.1. PLUSES AND MINUSES OF INTERNET’s
DEVELOPMENT LATIN AMERICA

Africa |

Americas | __

Asia-Pacific

Europe

v'  Latin America is the developing region with
the highest percentage of countries that allow
competition in basic telecom services (1999)

QOctober 2000
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11.2. PLUSES AND MINUSES OF INTERNET’s
DEVELOPMENT LATIN AMERICA

Growth in Internet hosts, 1939

Europe 30%

Asia 61%

Latin Americs

Motth America

Aftica 18%

74%

Source: ITU

October 2000

v In 1999, growth of
Internet hosts was
larger than in any
other region



11.3. PLUSES AND MINUSES OF INTERNET’s
DEVELOPMENT LATIN AMERICA

Internet users, milion
15 4

Farecast

B Caribbean

O South Americs

g Central America [

v The number of
Internet users is
expanding very
rapidly

104

1995 1996 1997 1998 1999 2000
Source: ITU
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11.4. PLUSES AND MINUSES OF INTERNET’s
DEVELOPMENT LATIN AMERICA

Distribution of Internet hosts, July 1999

Australia, Japan &

New Zealand 6.4% v Despite high growth
rates, LA still has a
very small share of
Internet hosts (China
already has 70 per
cent more users than
the whole of LA)

Developing
Asia-Pacific

Africa
0.3%

Source: ITU

October 2000
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11.5. PLUSES AND MINUSES OF INTERNET’s
DEVELOPMENT LATIN AMERICA

Costs of Internet access are still high

It can take up to several months to get
connected to the Internet

Only a small fraction of the population has
access to PCs and most potential users
lack computer literacy

The potential of e-commerce (B2C) is
limited because of weak information
security regimes and “credit card culture”

10
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11.9. E-READINESS BY REGION (Information security)
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Middle East/Africa Asia/Pacific Latin American Catching up Europe

Source: UNIDO based on McConnell International
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11.12. LATIN AMERICA: RATING OF E-READINESS ATTRIBUTES

10.00

OO0 Connectivity O E-Leadership 71 Information Security Human Capital B E-Business Climate
9.00

— = — = = average
8.00

7.00

6.00

5.00

4.00

3.00

2.00 -

1.00 A

0.00

Ecuador Venezuela Peru Brazil Mexico Argentina Chile Cta Rica
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11.13. FDI in LA, SE Asia and China

— .

70

(US$ billions)

Latin America* ~

60

S0

China

20

30 /

\\SE Asia**

10

1996 1997

Source: UNIDO based on UNCTAD

1998 1999

* Arg, Br, Par, Ur, CR ** Indo, Mal, Phil, Tai

October 2000
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IlL.ii. Will ICTs narrow or widen the productivity

divide? (Catching up — weak version)

- readily av,ail'able,j
- ITCs with low
~entry barriers

l

 potential for

_increase in
- worker

actual
leapfrogging

October 2000
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IHLii. Will ICTs narrow or widen the productivity

Readily
available ITCs
-- at a cost

v

potential for
leapfrogging

October 2000

divide? Catching up — strong version)

SOCIAL CAPABILITIES

| vMacroeconomic stability
| vGood governance

v'Human capital (skills and

capabilities, entrepreneurship
vInstitutional capital (i.e. risk markets)

v'Physical capital

'COMPETITIVE CAPABILITIES

| v Technological learning
| v'Productivity growth
| v'Threshold factors overcome

v'Structural change

TR e R R e PR T SR RS MY e T SO SRS
AU SR S B e

actual
leapfrogging
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I1Liil. Will ICTs narrow or widen
the productivity divide?

Social return to , d,
investment in
catching up

Social rate
of discount

domestic
productivity

October 2000 gap
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HLiii. Will ICTs narrow or widen
the productivity divide?

Social return to , d,
investment in
catching up

Social rate
of discount

*
L4
*
*
*
*
+
*
L 4
*
*
*
.0
*

-

domestic
productivity

October 2000 g a p
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Social return to

investment in
catching up

October 2000

ifi. Will ICTs narrow or widen
the productivity divide?

Social rate
of discount
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Emergence of
startups
everywhere

e

T

October 2000
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Market exit by
-- Oor takeover of --
the weakest

v The smallest the market, the less scope for subsidization
or cross-subsidization and therefore for fuelling market
growth

v" Only those who manage to carve niches for specialized,
high value-added services, will be able to avoid exit

October 2000 25



IV.3. Concluding remarks

“We have always kept manufacturing at 20 to
25 per cent of GDP because we did not want
to be hollowed out”

George Yeo, Minister of Trade, Singapore,
comparing his country with Hong Kong in
Internet business development

(June 2000)

Qctober 2000 26



IV.4. Concluding remarks
Moving along the value added chain
(Taiwanese vision of shifting barriers to entry)

VA per unit A
of output

N\ /

>
R&D design components assembly mktng distrib E-com

production 27
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