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The Digital Economy and e-Friction

Fahd A. Batayneh | pkSIG 2015 | October 8,2015

. e’ 2
- X 0 -
- s 2 .. z 4 -
» » -
. 8 te—e *« ®
= s - - . A p.
'7' y 2 N & p
— > pe
.v “ - < .. b 0 ’ os
© > “ )
y o - | s N 8 °
£l - . '
® . _— ) » . o g v »
0“ ¢ & <
= * " « % .
* 2"
@ L ]
ot o Bl . - . " © @
L S - v L2 »
. 0_ el ,' iy J & . »
o -89 * . Yy . & . - ) [ X ®
o be . ; @ » 00 L
C @ ‘Q - ¢ ’
. @ o 0' c * ~ . » -
L S P
@ & R g “ ‘..‘- : .
" - .‘ 3 ' . »
@ d 'y y .- .0 ! - Q & >
k-1 ® é » 4 ® % [
: ¢ A & @& .
@ ® B | ¥ ' ..
<
o @ s s 0" 0 . ] L ¢
5 ®e L
& ® .
o . .U » ) 2 e s A
& -® 2 “«®



The Internet is no Longer Discretionary

... to ubiquity

From academia ...

The Initial ARPANET-1969

MOOC 7

... to social ...

... to commerce and
entertainment ...




Definition of Digital Economy

An economy that is based on digital computing technologies. It is
sometimes called the Internet Economy, the New Economy, or

. Increasingly, the “digital economy” is intertwined with the

traditional economy making a clear delineation harder




Components of the Digital Economy

® Supporting infrastructure (hardware, software, telecoms, networks,
etc.),

® e-business (how business is conducted, any process that an
organization conducts over computer-mediated networks),

® e-commerce (transfer of goods online).

New components are being introduced such as Social Media, Internet

Search, and others




Rate of Change in Digital Evolution 2008-2013

COUNTRIES ARE BUILDING DIGITAL CAPACITY AT UNEVEN RATES

Singapore
L]

UT OF 100)

Hong Kong

(Q

', N

Estonia
[ ]

L
o
Q
S
by
>,
L
0
=
z

O

Chile
L ]

LUTI

.
Brazil .
Mexico

DIGITAL EWVC

Egypt
S Kenya
Nigeria

L]
A SLOWLY RECEDING SLOWLY ADVANCING d RAPIDLY ADVANCING g
-6 -4 -2 0 2 4 & 8

RATE OF CHANGE IM DIGITAL EVOLUTION 2008-13

Source: Digital Evofution Index, The Fletcher School at Tufts University

ICANN



The Benefits of a “One Internet”

Expands Trade

30%

Global GDP

Today world trade
represents about 30% of
global GDP, up from 20%

form the early days of the
Internet™

*Source: BCG, 2014

Grows Business

75%

Internet Benefits

Most of the economic
value the Internet creates
falls outside of the
technology sector:
companies in more
traditional industries
capture 75 percent of the

benefits*
*Source: McKinsey, 2011

Reaches Billions

51%

Internet Penetration

By 2019, there will be
about 3.9 billion Internet
users, or 51 percent of the

world's projected
population of 7.6 billion*

*Source: Cisco, 2015




Internet Users, Traffic, & International Capacity

Global Internet Users (Billion)
2000 = 0.50
2014 = 3.00
2020 =» 5.00

International Bandwidth Capacity
* 2008 =» 14 Thps
* 2014 =» 137 Tbps

Academic Tool =) Entertainment and Commerce mmp Critical Ubiquity




A Pervasive and Growing Economic Force

Internet economy (Trillion USD)

5 -
4 -
CAGR
3 Developed 8%
2 ]
1 ]
Developing 18%
O ]

2010 2016




A Regional Perspective

‘ North America

The United States, digital
trade has raised U.S. GDP
by 34% to 4.8% by
increasing productivity and
lowering the costs of trade

‘ Latin America/
Caribbean Islands

According to preliminary measurements carried out
by ECLAC using 2008 data, the digital economy
represents an average of 3.2% of the economy of
four of the region's countries (Argentina, Brazil, Chile
and Mexico)

. Africa v 4

@ CEurope

The digital economy could add
at least 4% to EU GDP by 2020

" . .

................. .. Asia/Australia/
, Pacific Islands
. % The mobile industry
\ ‘»/ 3 contributed US$1.1 trillion to
~- \ the Asia Pacific economy in
2014, equivalent to 4.7 per
cent of the region’s GDP

¥

The internet contributes $18 billion to the African
economy today. If the Internet were to achieve impact
on the same scale as mobile telephony in Africa, the
internet contribution to the GDP or iGDP could account
for as much as 10% of total GDP, or $300 billion, by
2025




The Internet Economy is Not Frictionless

"Is there "Do | have an access "How much is this
network coverage?" device?" going to cost me?" ..

N

"I don't speak "Will my bid go "Can | trust "Can it be
Thai!" through in time?" Online payments?" delivered here?"
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Greasing the Wheels of the Internet Economy

® ICANN Commissioned the Boston
Consulting Group (BCG) to conduct
this study in 2014

® Digitally-driven economic growth
continues to be one of the few bright

spotsin a sluggish global economy

THE CONNECTED WORLD

GREASING THE WHEELS OF
THE INTERNET ECONOMY




Main Sources of E-Friction

Frictions holding

Ind ustry back companies
Weighted 1/6 from adopting the
Internet

Infrastructure
Weighted 3/6

Frictions deterring
consumers from
online activity




The BCG e-Friction Index
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...cont. (The BCG e-Friction Index)
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Where is Pakistan?

Low
e-friction

A

Infrastructure
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Pakistan!

Philippines

Colombia
China
Bangladesh
South Africa
Indonesia
Egypt

» Pakistan
India

Peru

Y Kenya

High Nigeria
e-friction

Turkey
Malaysia /1
Jordan 1
Saudi Arabia
Kuwait [0
Kazakhstan [T
Chile /1
Thailand
Argentina ———1
Venezuela ——1
Mexico 1
Brazil /1
Vietnam [

Thailand
Turkey
Philippines
Hungary
Czech Republic
Italy

Poland
Greece
Mexico
Kazakhstan
Kenya
Brazil
Bulgaria

Peru
Pakistan
Russia
Vietnam
Kuwait
Colombia
Egypt
Ukraine
MNigeria
Romania
Bangladesh
Venezuela
Argentina

100

Kazakhstan [
Italy [

South Africa [
Thailand [
Greece [
Philippines [
China [
Jordan [

Kenya
Romania
Brazil
India
Ukraine

Indonesia
Colombia
Morocco
Argentina
Bulgana
Mexico
Venezuela
Vietnam
Peru
Nigeria
Pakistan
Bangladesh

Egypt

Egypt
Peru

Bulgaria
Venezuela
Nigeria
Mexico
Bahrain
Colombia
Chile
Panama
Singapore
Russia
South Africa

Brazil

South Korea
Jordan
Morocco
China
Kazakhstan
Turkey
India
Indonesia
Thailand

Paksan

Saudi Arabia




Significant Positive Economic Impact

8%

2013 digital economy?
as % of GDP (est.)

6%

4%

2%

0%

> 3.2 B unconnected people

A

/

\

Top
quintile e-Friction

Equivalent to
2.5 pts of the
overall economy

® United Kingdom
R2=0.60
® Denmark
® Sweden
__® Netherlands
Korea, Rep. ® ® Japan |
United States ® @ Hong Kong |
Czech Republic @ :
® Poland Belgium ° Australia
Greece . ® Canada
South Africa ® ltaly France Germany
CanadiArahina
[ Brazil “ Mexico e L ToYE
Egypt Argentina g Russia Bottom quintile
Indla.. China Turkey e-Friction
Indonesia
80 70 60 50 40 30 20 10 0

e-Friction score, 2013




The Internet and SMEs

Past three years
Cumulative revenue growth

% 45 -

Average

+7%

Med / light

web use
+11%
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e-Friction



http://upload.wikimedia.org/wikipedia/commons/c/c3/Flag_of_France.svg
http://upload.wikimedia.org/wikipedia/commons/4/41/Flag_of_India.svg
http://upload.wikimedia.org/wikipedia/commons/archive/f/fa/20091103090801!Flag_of_the_People's_Republic_of_China.svg
http://upload.wikimedia.org/wikipedia/commons/0/09/Flag_of_South_Korea.svg
http://upload.wikimedia.org/wikipedia/commons/b/b4/Flag_of_Turkey.svg
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http://upload.wikimedia.org/wikipedia/commons/4/4c/Flag_of_Sweden.svg

E-Friction Score vs. GDP Per Capita

BCG e-Friction score All-rounders
0 PR Finland
Gormany ice!and'Netherlands
| .I' Sweden_Denmark
Highincome "8 E‘i’{' g\ I' {U.5.__—switzerland
20 overachievers poigiym \\ / L T Norway
Middlei.i:_'lcume Slovenia NEN' : sAustralia Well-oiled
overachievers Estonia Zealand %
= * Egu“':g IsraelF:anr:e ﬁm‘m‘“ﬂﬂpﬂfﬂ
a0 . Portugal . *Japa
| Czech Bah rain_.Spain mled Arab Qamr
= pubhc -i-""f P Emirates
Alores Italy s Kuwait
60 L 2 » ASaudi Arabia
I'QEH}I'E Ph]hl:lplms Thallﬂﬂd Africa Hﬂ.ﬂ”’lﬁtﬂﬂ. High-i
: Indonesia o s Argentina THEICOIRE
India Morocco + \ China+ . ME)CI(.G\ s Venezuela aspirants
Y sVietnam S ¢ Colombia pgrazil
80 Egypt Peru
+ Pakistan WL Middle-income
Nigenia urban aspirants
Developing Middle-income
100 rural rural
1 10 100

GDP per capita (US $thousands, log scale)




E-Friction Score vs. GDP Per Capita (Pakistan)
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The Way Forward

® Many levers exist to reduce e-Friction, what ever the level of GDP currently is

® Population density and large rural populations make infrastructure
deployment more challenging, requiring important policy choices and
technological experimentation

® Basic literacy and ICT skills all help reduce e-Friction

® Local content in local languages drives usage, requiring encouragement of
local ecosystems, including e-government services

® SMEs that use the Internet intensively grow faster, employ more people than

those that don’t, and trade more internationally

® Encourage multistakeholder policy making




Where to Find the Report?

http://goo.gl/ImBDtr




Engage with ICANN

Fahd Batayneh
,( Manager, Stakeholder Engagement, Middle East

& Email: fahd.batayneh@icann.org
Website: http://icann.org/

twitter.com/icann eplus.toficann
twitter.com/fahdbatayneh
facebook.com/icannorg @ weibo.com/ICANNorg

linkedin.com/company/icann ®® flickr.com/photos/icann

youtube.com/user/icannnews slideshare.net/icannpresentations
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