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Key aspects of digital transformation : Vectors
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daily active users monthly active use jess sent per day
Facebook bought it (USD 19 billion)
° o o
- 300 million active users
4.5 Billion 60 languages 1Billion - 50 billion messages per day
photos shared per day supported ddecs sharedperday- - only 55 employees

AT&T
- In 1970, 55 million households
Ref: OECD - emploved nearlv a million people
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Speed: Temporal and intertemporal Dynamics
ZEMZ 7S A BRO THEE

- OXE 7= S Z2M L 7HEEt

L
- acceleration of economic and social activity
- markets clear faster/ideas spread more quickly

- time buffer formerly associated with distance shrinks, as has the time it
takes to identify, engage and develop a community
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- abundance of content, capital, and advertising
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CONSUMPTION SPREADS FASTER TODAY
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Intangible capital and new forms of value creation
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Transformation of space =2 oo Hs
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CURRENT AND FUTURE MEGACITIES

- :::5:: 2015 - 2030

Chengdu, China
_.ﬁ..ﬁ Moscow, Fussia 7 6 ‘,'g,m
ot 12.1m 1 12.2m

| Chongking, China

|:-|| i .y 1 134m | 17.3m
ondon, P {
E.l}l;iﬂ ﬂg | Los Angeles, US | New York, US “N e | 18m sy bl
[ 12.2m 13.2m | 185m 1 19.8m L ] et o
ra = L] l A ket Delhi, india _| Shanghai, China
| Bobuibhingd o 25.7m | 36m @ | 23.7m’ 30.7m
. 8m | 11 U
A
® Q Cairo, Egypt |
@ 18.7m u_éml L(a(achl, @@ C‘ /‘ | Tokyo, Jepan
s : ‘l 1;25:‘3\24.% ) \\/ 38m 87.4m
Mexico City, 7 y Nigeria LT { Hyderabad, India
Mexico + “ 4 13.1m| 24.2m A\ 8.9m 127m
21m123.8m -/ §°?°=1-9mm7*1’ Y ) @®—! Manila, Priippines
% A Ahmedabad, | ®y ¥ ln2omitem
® Inda L | Ho Chi Minh City, Vietnam
N O csaais. Bl 27 10.5m Mum;ag‘:ua { 1 7.3m|10.2m
Janeiro, £ { 2im -
12.8m 14.1m | @ Phianda /.’)7 _| Jakarta, indonesia
Current megacities =T ® Anooia 5. . 10.2m | 13.8m
@ 2015 popuation & Kinshasa, 5.5m|10.4m Bangkok,
... 2080 popuation O Congo ® Thatand
4 11.5m | 20m T 9.2m 11.5m
—® Johannesburg,
Future megacities . South Africa
Buenos Aires, Sao Paulo 9.7m  11.9m
‘/.\ - 2015 popdiation Argentina ' Brazi '
A . 2030 popuation 15.1m | 16.9m 21m | 23.4m

Source: World Urbanization Prospects: The 2014 Revision



THEOM 2d2tkl=

Jot

N

Empowerment at the edges
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Many to Many

Z] 0|2 =0 (gig economy)

The difference berween traditional media and social media... ~ Gig Growth

Share of U.S. adults earning income in a given month via online platforms, often
referred to as the gig or sharing economy.

to
One q MO ny MO ny H Ma ny = Labor platform (such as Uber, TaskRabbit) = Capital platform (such as Airbnb, eBay)

e iy
’*‘\. : *

*- ﬂk ,’,'iti;“*: *T"f

N 'u‘
i

0.8%

0.6%

0.4%

0.2%

0.0%
Oct.  Jan. Jul. Jan. Jul. Jan. Jul.
2012 2013 2013 2014 2014 2015 2015

Medium: TV, Radio, Newspaper, etc. Medium: Social Med|a Network
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Platforms and Ecosystems
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Capitalism without Capital

The rise of the intangible economy

by Jonathan Haskel & Stian Westlake

© Jonathan Haskel 1 =2| OECD HH A= L2 (2018.6.21, L} 2|)

CAPITALISM

WITHOUT

CAPITAL

THE RISE OF THE INTANGIBLE ECONOMY




The nature of investment and capital assets is changin

Tangible investments

Buildings
Computers |

Plant & Ll i
machinery [l

Vehicles

R&D
Training

Design

Org

.- e i I !
developmen 'S K S N ==
Brands &

marketing

Artistic
originals

Software &
data



But this change is hidden...

GDP still doesn’t include most intangibles

...neither do company accounts

Tangibles: in GDP since

Some
intangibles
added

Most intangibles
still missing

Rés of marke! valuas regressed on earmings and bock values of companies

entering the public market in successive decades, 1950-2013

R&D and SG&A as % of sales

Accounting relevance

..

19501959 1980-1969 19701979 19801989 19901999 2000-2013

Percentage R?

3%

26%

25%

22%

19%

R&D + SG&A as % of Sales

= Accounting relevance (left axis) —e~ R&D and SG&A as % of sales (right axis)

Source: Lev and Gu (2016)




"he rise of intangible investment is a long-term trend

Share of intangible-adjusted GOP
12

Tangible and intangible investment share, US+EU11
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Four economic properties of intangibles

Scalable

Intangible assets can
often be used over &
over, in multiple places,
with little or no
reinvestment.

Spillovers

A firm making an
intangible investment will
not receive all (or
perhaps any) of the
returns.

Sunk

Once a firm makes an
intangible investment,
hard to sell it or recover
its value.

Synergies

Intangible assets are
often especially valuable
when combined with

other intangibles and
human capital



Property of intangibles 1. SCALABILITY

Minicabs: not scalable Uber algorithm: highly scalable




Property of intangibles 2: SUNKENNESS z

Phone company goes bust? Sell your HQ. But intangibles are harder to sell off.

Windows Mobile 6.1 Today Screen




Property of intangibles 3: SPILLOVERS ﬂ

Tangible assets: easy to protect Designs and software: ____
W e E e hard to protect . HTC Hero
oL S (1111 T 1] R — (2009)

Samsun
g 18000
(2009)

iPhone (2007)

Android
OS (2008)




Property of intangibles 4. SYNERGIES .i.
brainac . s oo ENE
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$1.2 bn profits in
2015
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OECD Going Digital ZT2H E A 7|

Ref: OECD E&a 2|2|(Meeting of the OECD Council at Ministerial Level Paris, 30-31 May
2018) = X} & : “Going Digital in a Multilateral World : interim report to the Minister”



OECD Going Digital Z2H E (1)
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OECD Going Digital Z2H E (2

o7 A2

* 14 “core” Committees
— CTP: committee on Fiscal Affairs
- DAF Competition Committee, Insurance and Private Pensions Committee, Committee on Financial Markets
- ECO Economic Policy Committee
- EDU Education Policy Committee
- ELS Employment, Labour and Social Affairs Committee
- GOV Public Governance Committee
- STD Committee on Statistics and Statistics Policy

- ST' Committee on Consumer Policy, Committee on Digital Economy Policy (lead Committee), Committee on Industry, Innovation and Entrepreneurship, Committee on
Scientific and Technological Policy

- TAD Trade Committee

e Other interested bodies actively participating

- CFE Working Party on SMEs and Entrepreneurship
- DAF: investment Committee

- ELS.: Health committee

- ENV Environment Policy Committee

- GOV Regulatory Policy Committee

— International Energy Agency (IEA)

— International Transport Forum (lTF)

- SGE Foresight, NAEC & Inclusive Growth



OECD Going Digital Z 2! E (3)

AL UHE

(Pillar 1) Horizontal activities

(Pillar 2) Domain-specific
insights

(Pillar 3) Cross-cutting analysis

. LCIX|™ HE(digital
transformation)2| C} ket X}l
OlsiE 2l = Y3 M A

XNeEYHE: 24 9 OX|E
Ho £ & 2l (key drivers) :
CIX[E D2 (impact),

technologies), & 20 QI,
DAY S

oo Fo ol EM S
C|X| & (cross-cutting)
gol &

rE ofm oot

Jotrokrn

9|

1. jobs and skills

2. Productivity, Competition and
market openness

Society and well-being

4. Measurement

w

Over 80 projects, resulting
in more than 70 reports and
over 15 workshops




OECD Going Digital 2=

LM Al

Project Leader

Deputy Secretary General Douglas Frantz

se2 and impleme ing Digital project
Chair the Dire 5 Group

DIRECTORS GROUP
D5G Frantz and Directors of core

committees’ directorates
Provide Strategic guidance
Accountable for delivering outputs

Decide on CPF allocation

( CO-ORDINATORS GROUP

Secretariot at working level from

core committees” directorates
Co-ordinate horizontal work
\ Help develop joint narrative

w

COMMUNICATIONS GROUP

Secretariat of working level, incl. PAC
Develop and implement the communications
\ strategy for the Going Digital project

DECD COUNCIL

oing Digital project
-:IE- strategic guidance and input
Biannually review progress

Lead Committee

_ommittee an f.:;m:n Er'nﬂ.:mn Policy

izontal out

Core Committees

14 substantive OECD committees

mmittees’ areas
uts in their areas

STEERING GROUP

Representatives of
Core committees, Countries
and stakeholders
Ensure coherence and horizontality
Provide substantive input to key
horizontal outputs

S|

- —

4

INTERNAL

@rommal

GOING DIGITAL FRIENDS

Ambassodors
Contribute to coherence and co-ordination
Follow the evolving project framework
Sounding board on recommendations
Ensure close links to capitals

EXPERT ADVISORY GROUP

Academics, practitioners,
husiness and civil society leaders
Provide strategic guidance
Bring “fresh thinking” from outside OECD
Promote the Going Digital project



Pillar 1 Horizontal activities

* Analysis of how digital technologies can be used for better public policies
[DSTI/CIIE(2017)20].

* Development of an integrated policy framework, underpinned by Committee responses
to the preliminary integrated policy framework questionnaire [DSTI/CDEP/GD(2017)9].

 ldentification of a set of “vectors” of digital transformation to help policymakers
understand the core aspects of the digital transformation and the implications for policy
[DSTI/CDEP/GD(2017)4/REV1].

* Exploration of policy issues related to digital security and resilience in critical
infrastructure and essential services, such as energy, transport, finance and essential
government services.

* Elaboration of a set of Going Digital Foresight Scenarios [DSTI/CDEP/GD(2017)10],
underpinned by a series of OECD-wide and external workshops.



Pillar 2 : Domain-specific insights

Examination of the possible impacts of Al and how the OECD may help develop a
human-centred approach to its development and application.

Examination of the possible impacts of digital connectivity for trade logistic chains,
including cross-border shipping and delivery
[http://www.oecdilibrary.org/content/chapter/aid_glance-2017-6-en]

Exploration of access to new data sources for statistics, and the underlying business
models and incentives for the corporate sector [STD/DOC(2017)6]

Elaboration of how to bridge the rural digital divide [DSTI/CDEP/CISP(2017)1/REV2]

Exploration of business models for sustainable research data repositories
[DSTI/STP/GSF(2017)1/REV1/FINAL]

Examination of potential mismeasurement in GDP and productivity growth of the
digital economy in the post-crisis slowdown [STD/CSSP(2017)4/ANN1]

Analysis of consumer protection enforcement in a global digital marketplace
[DSTI/CP(2017)10/REV1]

Elaboration of consumers policy in the smart home [DSTI/CP(2017)8/REV1]

Analysis of the co-ordination and support of international research data networks
[DSTI/STP/GSF(2017)5/FINAL]

Examination and documentation of evolutions and emerging opportunities and
challenges in the digital economy [http://dx.doi.org/10.1787/9789264276284-en]

Exploration of the impacts of digital platforms for facilitating access to research
infrastructures [DSTI/STP/GSF(2017)4/FINAL]



Pillar 2 : Domain-specific insights

Development of a framework for analysis for digital trade [TAD/TC/WP(2017)4/FINAL]

Exploration of the impacts of digitalisation and energy
[https://dx.doi.org/10.1787/9789264286276-en]

Exploration and enhancement of the role of insurance in cyber risk management
[https://dx.doi.org/10.1787/9789264282148-en]

Analysis of how financial education and consumer protection can be ensured for all in
the digital age [http://www.oecd.org/finance/g20-oecd-report-on-ensuringfinancial-
education-and-consumer-protection-for-all-in-the-digital-age.htm]

Exploration of entrepreneurship in 2017 [http://dx.doi.org/10.1787 /entrepreneur_aag-
2017-en]

Exploration of the future of work for women
[http://www.oecd.org/employment/Going-Digital-the-Future-of-Work-for-Women.pdf]

Analysis of how technology and globalisation are transforming the labour market
[https://dx.doi.org/10.1787/empl_outlook-2017-7-en]

Analysis of how behavioural insights can be used to improve online disclosures with
[DSTI/CP(2017)9/REV1]

Exploration of the possible impacts of industrial robotics on the global organisation of
production [DSTI/CIIE(2017)14]

Analysis of tax challenges arising from digitalization [http://www.oecd.org/tax/tax-
challenges-arising-from-digitalisation-interimreport-9789264293083-en.htm]



Pillar 2 : Domain-specific insights

Examination of how to manage the transition to driverless road freight transport
[https://www.itf-oecd.org/sites/default/files/docs/managing-transition-driverlessroad-
freight-transport.pdf]

Identification and elaboration of a set of OECD productivity indicators in 2017
[http://dx.doi.org/10.1787/pdtvy-2017-en]

Exploration of policy issues related to open research agenda setting
[DSTI/STP/GSF(2017)3/FINAL]

Examination of the possible impacts of ‘robo advice’ for pensions
[http://www.oecd.org/pensions/Robo-Advice-for-Pensions-2017.pdf]

Analysis of how the digital transformation affects science, innovation, the economy,
and the way people work and live [http://dx.doi.org/10.1787/9789264268821-en]

Analysis of how to support an effective cyber insurance market, a report for the G7
Presidency [DAF/AS/WD(2017)17]

Examination of the potential for FinTech to transform the way pensions operate and how
governments are supporting its development
[https://www.oecd.org/finance/Technology-and-Pensions-2017.pdf]



Pillar 2 : Domain-specific insights

Exploration of possible impacts of technology and innovation in the insurance sector
http://www.oecd.org/finance/Technology-and-innovation-in-theinsurance-sector.pdf]

Exploration of possible implications of the digital economy for the investment policy
community [DAF/INV/WD(2017)14]

Examination of the evolving role of satellite networks in rural and remote broadband
access [DSTI/CDEP/CISP(2016)5/REV2]

Report of a survey of consumer trust of peer platform markets [DSTI/CP(2017)5/REV1]

Examination of evolutions of open government strategies and objectives
[https://dx.doi.org/10.1787/gov_glance-2017-en]

Elaboration of considerations for the application of the G20/OECD high-level principles
on financial consumer protection to digital and alternative financial services
[DAF/CMF/FCP/RD(2017)2]

Exploration of the impacts of top R&D investors and their industrial property strategies
in the digital economy [www.oecd.org/sti/world-top-rd-investors.pdf]

Examination of the skills needed for a digital world
[https://www.oecd.org/els/emp/Skills-for-a-Digital-World.pdf ]



Pillar 3 : Cross-cutting analysis

* Development of a taxonomy of digitally-intensive sectors [DSTI/CIIE/WPIA(2017)2] to
support analytical modelling as well as work to assess how to best measure the digital

economy in the SNA.

* Exploration of the impacts of digital transformation on business dynamism
[DSTI/CIIE(2017)17] and a workshop to further investigate regulations that restrict
competition in light of digitalisation.

* Exploration of the impacts of algorithms and collusion, and policy issues related to
competition in the digital age [DAF/COMP(2017)4]



END



