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l. Introduction

21st Information Age

Facilitating an open
economy and promoting a
competitive market
environment

Creating new business
and/or development
opportunities

Convergence / Intellectualization
Value Oriented / Globalization

Enhancing the
productivity and efficiency
of existing sectors and
industries

20th Industrial Age




%41. Questions in ICT Invest

transportation

d How Much to Invest

= Creation of the options or opportunities or rights to undertake some
initiative in the future

= Stepwise Investment under the uncertainty
0 Who Will Invest
= Private Sector Investment vs. Appropriate Regulatory Environment

= Public-Private Partnership




e 2. ICT as a GPT

[ Classification

= ‘|ICT-producing’ sectors: telecommunication hardware and service,
computer software and hardware, and electronic devices.

= ‘ICT-using’ sectors: other existing or “would-be-newly-appeared”
industries/sectors.

O ICT Development Aspect

» ‘Industrialization of ICT’: developing ICT-producing group, which provides
sound ICT supplies to other industries/sectors.

= ‘Digitalization of Industries’: promoting ICT-using group through 5
technology convergence and new business opportunities.




= focusing on the stimulation of demand by facilitating the awareness, skill,
and capabilities for ICT service applications

O The balance between “supply” from the ICT-producing and “demand”
from the ICT-using industries/sectors




4. ICT Paradigm Shift

Job Automation of the business process

Sharing the information in one or two ways

Time and cost reduction to perform tasks

(Productivity Improvement) Transaction Cost Reduction

——
Ubiquitous Access Value Added Knowledge
Anytime, Anywhere, Any device, Always on F" Manufacturing information to valuable knowledge
Co-evolution New business creation




» |ncreasing Returns to Scale
= Critical Mass
= Lock-in & Path-dependency

a ICT and Growth
O Role of the ICT Producing Sector
Q Digital Divide




-"""r.-._—
"y 1. ICT Convergence e P

Network + Service + Interface

Network + Interface business, come together in terms
of technology, market and policy,
Service + Interface in part or entirety
U Understanding ICT
Network + Service convergence would help in
25 assessing demand and supply
Networlk Interface properly, making timely physical
Convergence Convergence Convergence . . .
Investments and coming up with
. . good business strategies for
VOICE DATA WIRFLESS FIXED TELECOM BROADCASTING COMMERCE overall |CT d eve| o) p ment




h-" 2. Leapfrogging Technol

L New business opportunities such as Information Technology Enabled
Service (ITES)/Business Process Off shoring (BPO)

= Less dependent on other infrastructure services than manufacturing such
as electricity, water, roads and ports

= Lower entry barrier and learning costs than in other industries

10




hﬁh 3. Network Economy

= Predictable equilibrium of prices and = Instability and lock-in market
market share

= Bulk material manufacturing = Design and use of technology

= Processing of resources = Processing of information

= Application of raw energy " Application of ideas

= Processing industry = Knowledge-based industry

= Control and Planning = Gambling & Sense of direction

m Firm hierarchy . Flat hierarchies 11

= Adaptation & Search for next big thin

= Optimization




= Demand side economies of scale by network externalities, which means
the utility of joining a network is positively related to the number of its
members (Metcalfe’s law: value of network of size n proportional to n™2)

1 Critical Mass

= The network size needs to exceed critical mass to sustainable and survive
by itself

O Lock-In & Path-Dependence

= Huge switching cost due to network effects 12




Continued

regional Ievel implementation of ICT lnltlatlves can addltlonally contrlbute
to reach the critical mass and the threshold levels, which are needed to
make a sustainable ICT network .

Demand promotion, human capital accumulation (size) and human
resource development (quality) are critical factors.
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1 Lessons learned

ICT investment strategies should be made on a long-term basis
considering the time lag between investment timing and return recovery

timing

The intended ICT benefit can be realized on the precondition of
organization’s adaptability and presence of complementarities for ICT
environment.

14




Continued

: ICT
ICT Using .
Sectors.

Reorganization

Technological
New Product, \4 / Progress

Lower Price

ICT Capital
increases 4_4_ TFP Growth

Total Factor
Productivity
(TFP)
Growth

Capital
Growth

15

Labor
Growth
< Output Growth >




%Y 5. ICT Producing Secto e

XC JIeS O AU dlld adlll Jadpall. WIlielecpy c 10 C A> O allvely
ICT-producing sector and has benefited markedly from ICT services. The
latter, while having the largest IT hardware-producing sector in the world, did
not exhibit above-average growth contributions from ICT equipment.

O The ICT-producing sector provides a substantial contribution to productivity
growth in several OECD countries, not as a capital input, but as an industry
itself.

O Developing countries may focus on developing the ICT-using sector in the
short-term, while allocating development resources to the ICT-producing
sector in the long-term.
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young and old, literate and |II|terate men and women and urban
and rural dwellers (OECD, 2001).

O Cause
= Financial, technological, and managerial constraints

= Lower priority on ICT sector than agriculture, water supply,
transport, electrification, health, and education

* Increasing returns to scale as a nature of network economy -




= E-commerce
O Regional Initiatives

= Digital Opportunity Initiative (UNDP, 2000), Bangalore Regional
Roundtable on ICT (ADB, 2001), World Summit on the Information
Society (ITU, 2003), The World Dialogue on Regulation for Network
Economies (WDR), The Global Information Infrastructure Commission
(GIIC)

= e-ASEAN (2000), e-APEC (2001), SAARC

= United Nations ICT Task Force, World Bank Information for Development 18
Program (infoDeV), Asia-Pacific Development Information Program
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%% 1. E-Readiness (1)

Literacy
1.0 .

08 1.

Internet access in schools

Quality of IT training and
educational

Investment in employees"
development of IT skills
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Highly skilled IT Workers

——o— China —#— Korea —A— Bangladesh —&— India —x— Sri Lanka
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4 2. E-Readiness (1)

Teledensity

22 7.

.
.
.
17 .
.

Cellular telephony penetration . PC penetration

Internet penetration\ ************************ 'PC connectivity

——— Korea —— Singapore —A— Taiwan
—&— Bangladesh —x— India —e— Sri Lanka
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Continued

Cellular telephony penetration

Internet penetration\

——e— Bangladesh

Teledensity

PC penetration
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PC connectivity

—A— Sri Lanka




Business to consumer e-
commerce transactions

Sophistication of online
marketing

Use of Internet-based payment
systems

-‘Domestic venture capital
investment in e-commerce

Competition in dot-com market

—— China ——Korea —A— Bangladesh —m— India —e— Sri Lanka
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e 4. Regional Initiatives -———

Enabling Environment / Trade & Investment & Regulation & Policy, (iii)
Human Resource Development / Capacity Building / e-Society
= ICT Network Infrastructure
= Content and Applications: e-Government, e-Education, e-Health, e-
Security and cyber law, e-Commerce and e-Enterprises.
O Remarks

» [nfrastructure development, Human resource development & capacity
building, and e-Government have been most spotlighted so far.

= Less focused has been placed on e-Commerce than expected. Considering 4
its potential economic impact, more attention should be given to e-

Commerce.
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B V. Recommendations

= Development target areas: Social/Economic Development
O ICT Initiative Prioritization Framework
O National/Regional System Design

O Three Pillars of SASEC ICT Program

= [nterconnectivity in Service and Network
= |CT Enabling Environment

= Capacity Building
24




1. ICT Development Matrix

ICT Development Matrix ICT Demand ICT Supply ICT Enabling Pro-poor
P Promotion Development Environment Strategies
e-Government
_ _ e-Law &
=ocial ICT Using e-Security
Development [(ICT Applications) = Education
e-Health
Telecommunication
(Infrastructure &
Service, Woice &
Data)
_ ICT Manufacturing
ICT FProducing (Electronics,
Semiconductor,
Economic etc.)
Development
ICT = oftware
ICT Using e-Enterprise
(ICT Applications)| e-Commerce &
_ e-Trade
e-Business o 5o e (ITES)
»  Public-Private ﬁifﬂaacr:ués:éludlrgg &
Price Subsidy in Partnership Develonrme it
using ICT * Procurement Tradeflﬂvestment MOGs measures
Key Measures ICT Learning = |CT Small and /Reculation Palic Fural / Remote
Center Medium Enterprise |, J ¥ Area Development

(SME) Policy
“enture incubation

Governance
Fegional Cluster
Folicy
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2. I1CT Initiatives Prioritiz:

= Each country’s comparative advantage in ICT
= Synergy effects and complementarities
= |mplementation cost and risk & expected economic and social impact

O SASEC Regional Advantage for Interconnectivity
= Geographical proximity
= Socio-cultural cohesiveness
= Economic complementarities
= English-fluent
= Potential to be a center of ITES/BPO 26
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-4 3. National/Regional Syste T ety

ICT Enabling Env’t
Policy

I L T

National/Reqgional Cluster

S

ICT
Demand
Promotion

ICT
Supply
Enlargement
Policy

Buionpo.d
121

Research
Institute

Pro-Poor Policy




44 4. SASEC ICT-Three Pillars  DU_—

= Network: wire/wireless, narrow/broadband

O Capacity building & human resource development

= Sharing information and experience in policy making and regulatory
bodies and training government officers

= Exchanging students/workers in the subregion
= Establishing ICT regional training institute/scholarship program

O ICT enabling environment policy
= |CT Small and Medium Enterprise (SME) policy
= Legal framework development such as cyber law
= Pro-poor market development policy
= Public-private partnership framework for developing countries

28




Thank you!




