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Digital firm-led coordination: the architecture of the digital economy

E-commerce css+esssesssss

e Internet retailers
e Other e-commerce/travel

Digital solutions ++eeseeees

« Electronic/digital payments
« Other digital solutions/cloud
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Digitalization of
the global economy

Digital content

« Media/entertainment
« Info/data providers

- Internet platforms

» Search engines
» Social networks
« Other platforms/sharing economy

IT (hardware and software)

Telecom

Digital MNEs,
performing activities
based on or strictly
linked to the internet

B Purely digital
B Mixed

ICT MNEs, providing the
enabling infrastructure
supporting the internet



Four salient features of GVCs in the digital era

Scenarnio

Descriptive alemeants

Possible international production implications
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* Localized manufacturing closar to tha point

of consumption
* Factory replication (digital twins) undar
centralized control

Patterns of investmant and modas of govermance:
= More, smaller production locations, rather than
few, large locations
= Sophisticated centralized coordination
and quality contral

» Product sarvitization {power-by-the-hour models)

* |ncraasad usa of confract manufacturing and
outsowncing of ancillary operations across morng
industries

Typas of invastment:
= More investment in services

+ More non-equity modes of production

* Diract dalivery of products and services
to end users

* Brandad manufacturars reaching out
to end users: “Intel inside™ moded

*+ |ncreasaed value capiure by MNEs
+ Foawar local distribution parinarships, new
sarvica parinarship opportunities

* Mtomaton fo support
v Customization (incraasad product variety)
v Production to order {volume flexdbility)

Investor bahaviour:
+ More fluctuations in output and usa of labour

+ More footlocsa production




Three dimensions for digital development

Wider digital
adoption

Digital firms

Digital infrastructure ) .
» ICT adoption/devices

» Local platforms

(e.g. social networks, e-commerce) > Training
. » Local enterprise development
Typical » International, national, last-mile » Datalcantios
investment connectivity e ! ot
needs . » Training and capacity-building
» Internet exchange points (IXPs)
» Global digital firms
» (Mobile) network operators and ! i : .
Typical internet service providers (ISPs) » Data centre providers Local businesses
investors > Global digital firms > Venture capital, private equity, > Public institutions and
other funds governments
> Governments . ..
» Local firms (e.g. media firms)
Relevance » Sector-specific foreign investment rules
;L::‘c‘;gzt::]z“t » Privatizations
| < . :
investment Public-private B UEER > Innovation hubs, incubators
support > zzvgsé?rﬁggtri‘taifrt:)ed policies » Enabling environment for » E-government investment
measures e innovative forms of financing facilitation
» Business linkages
programmes supporting

participation in GVCs
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Internet adoption and connectivity gaps

et conoics | T M

Developing economies ““““
A N S S T T

A | N T S [ )
Latin America and the Caribbean “““n
Transition economies ““g

Memorandum ltem:
o, I S O T N

@ Curent adoption [ Adoption gap 1 36 upgrading gap [ 26 coverage gap

& Investment required for universal internet access
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The SDG connectivity target is attainable
with the right policies:

« The initial investment required for
universal 3G broadband coverage in
developing and transition economies is
estimated at close to $100 billion.

» However internet connectivity investment
should be supported by power supply
infrastructure.

« Furthermore handset availability, skills
development and content supply are
needed to narrow the significant adoption

gap.

All this requires public-private
partnership in investment.



Three challenges for attracting digital FDI:

a. Openness
Top 10 industries affected by digitalization and by FDI restrictions

Per cent

Industries ranked by digital impact Industries ranked by FDI restrictions

Share of executives (survey respondents) Share of countries with restrictions

Media and entertainment _ 62 Transportation _ 56
Retail [ 55 Media |EEN 50
High tech | 54 Electricity |I 30

Healtcare systems and services _ 51 Telecom - 21

Travel, transport, and logistics - 44 Mining, oil and gas - 20
Telecom - 44 Financial services _ 16
Professional services - 42 Agriculture and forestry _ 16
Financial services - 39 Waste management . 13
Automotive and assembly - 32 Accounting ' 9
Consumer packaged goods - 31 Education ' 8

Source: © UNCTAD WIR17



Three challenges for attracting digital FDI:
b. Embedding

The investment dimension in digital development strategies, by objective

Results of a survey of 102 strategies (Per cent)

Financing needs 55
acknowledged 43
Requirements and or 24
amount specified 4

@ Broadband infrastructure & Digital business

Source: © UNCTAD WIR17



Three challenges for attracting digital FDI:
c. Balancing

Selected determinants

Public policy concerns

Investor concerns

Data protection,
localization laws

Content restrictions

Intermediary liability rules

Telecommunication and
media regulations
(applied to online services)

Mandatory source code
disclosure policies

Sector regulations in other
sectors of the economy

Privacy
National security

Industrial development

Scale economies
Free flow of data

Politically sensitive (dis-)information
National security

Cultural or religious values

Predictability of the business environment

llegal content distribution

Legal certainty

Operating costs

Public service responsibilities

Network access

Operating costs

National security
Technology dissemination

Industrial development

Intellectual property protection

Professional standards
Social protection

Market access

As countries promote investment in the digital economy to harness its benefits, they will have
to mitigate its potential negative impact and protect public interests. This requires up-to-date
regulations — and the ability to implement them — in such areas as data security, privacy,
intellectual property protection, consumer protection and the safeguarding of cultural values.

Source: © UNCTAD WIR17



Four building blocks for Policy framework

International

Embedding
digital
development
in investment
policies

Strategic investment
policy considerations

Policy

framework

Policy interactions and
institutional synergies

Invest in digital
infrastructure

Embedding
investment
policy in digital
development
strategies

Invest in
digital firms

Invest in
digitalization

Investment policymakers should take a proactive approach in the formulation of digital
development strategies. A comprehensive investment policy framework for the digital economy
should ensure not only that digital development is embedded in investment policies but also that

investment policy is embedded in digital development strategies

Source: © UNCTAD WIR17



REPORT AND SUPPORTING ANNEXES
AVAILABLE ONLINE

http://www.unctad.org/
http://www.worldinvestmentreport.org/

Contact:

Division on Investment and Enterprise

Palais des Nations, 1211 Geneva 10, Switzerland
B4 diaeinfo@unctad.org

W @unctadwif

Join us on:

http://investmentpolicyhub.unctad. org/ipfsd

http://unctad-worldinvestmentforum.org
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Policymakers: “improve the world, start with yourself” - eGovernment

Information portals for businesses and investors, by share of quality criteria met

Per cent
Level of quality Number of countries
(Share of criteria met)  (Out of 104 countries with information portals not based on UNCTAD’s eRegulations)
Only about 10% of portals
High meet most criteria for high-
qLIJ%Iity 76-100 __ quality information portals
51-75 -_
26-50 —_
Low
quality 0-25 —I_

Go to GER.CO to check how your country’s information portal or online single
window for businesses and investors are rated!

Source: © UNCTAD WIR17
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Business and Investment Facilitation News Site
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http://news.businessfacilitation.org/

