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Developing countries need to diversify their economies



Opportunities and challenges of digitalization

Technology-led transformation is a key factor for
economic diversification and industrial upgrading

Digital technologies, offer 
opportunities to diversify 
economies in developing 
countries

Automation, data-driven 
decisions, human-machine 
interaction, ...

Digital technologies may 
pose challenges to 
traditional advantages of 
developing countries 

Shape the choices to 
diversify the economy



Opportunities and challenges of digitalization

Enhance productivity
Increase competitiveness of firms 

and products

Foster new industries
Create new markets around data-driven 

services and digital platforms

Promote digital & green transition
Develop new green industries and 

revitalize traditional ones

Induce reshoring

Reduce demand for low-skill jobs
Shift the competitive focus from cheap 
labor to automation and skills 

Widen productivity gap
Deepen digital divide due to high barriers 
to access new technologies

OPPORTUNITIES

Reduce offshoring in developing countries 
and undermine their participation in GVCs

CHALLENGES



Rethinking the role of industrial and 
innovation policies

As new frontier technologies spread and 
industries grow, uncertainty about 
deployment decreases, but government 
intervention becomes more complex and 
costly

Policies for innovation and frontier 
technologies require government 
learning to enhance policy design and 
tackle emerging trends



Rethinking the role of industrial and 
innovation policies

0% 5% 10% 15% 20% 25%

Strategies, agendas and plans

Project grants for public research

Grants for business R&D and innovation

Networking and collaborative platforms

Public awareness campaigns and…

Policy intelligence (e.g. evaluations,…

Creation or reform of governance…

Institutional funding for public research

Fellowships and postgraduate loans…

Information services and access to…

Most frequently used policy instruments in STI policies (2010-2022) 

The rising significance of 
technology, innovation and 
digitalization should be 
incorporated into policy agenda

This includes providing 
directionality, fostering 
development and uptake of 
frontier technologies, nurturing 
the innovation ecosystem and 
strengthening linkages 
throughout the economy



3 Key components for seizing opportunities

Transversal Challenges
- Funding
- SME support
- Governance and regulation
- Technology democratization

Digital connectivity
- electricity, digital 

devices
- international & last-mile 

connectivity

Computing power
- data centres, cloud 

computing
- High-performance 

computing

Infrastructure Data Skills

Accessibility
- large, diverse datasets
- affordable/open 

access

Quality
- standardized, 

representative,  
interoperable data

Public adoption
- basic digital literacy
- understanding and 

integration of digital tools

Technical workforce
- advanced digital skills
- frontier technology 

expertise

Three key 
components and  
other cross-cutting 
factors to benefit 
from technology-
led diversification 
and upgrading 



While some challenges are local, many are 
global and require international attention 

Interconnected digital infrastructure, growing global 
data flow, workers participating in a global labor market



Global collaboration for inclusive diversification

Collaborative R&D leveraging 
exchanges of knowledge & 
ideas

Shared, secure systems for 
equitable access

Digital Public Infrastructure 

(DPI)

Open Innovation

Global cooperation for 
skills and knowledge/tech 
transfer

International                  
Capacity-Building



Conclusion & Recommendations
To harness the benefits of frontier technologies

(Developing) countries

1. Strategically position themselves to seize the opportunities offered 
by digitalization

2. Develop national strategies for digital technologies

3. Diversify into digital products and service

4. Build robust digital infrastructure

5. Promoting digital literacy and skills development

6. Strengthen public-private partnerships

7. Strengthen regulatory frameworks



To support developing countries

International community

1. Promote knowledge and experiences exchange

2. Enhance capacity-building activities

3. Create technical cooperation projects

4. Set up a global open innovation strategy

5. Empower policymakers in designing and implementing STI policy

6. Support infrastructure development

7. Develop global consensus on ethical frameworks                                
and guidelines

Conclusion & Recommendations
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