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IT marketplace: The global picture
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Table 1.3 Large and Growing Markets for IT
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US is the by far the largest market, but not the fastest growing.
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Developing countries did not have a ‘tech bubble or a bust'.
Services/software is larger than hardware, growing faster.
US firms in the global marketplace respond to these market signals.




Global Spending on IT Software/Services

Figure 1.1 Ratio of (Software+Services) to (Hardware) Spending, 1993 and 2003
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s it ‘Better’ to Produce or Buy IT?

Social Savings (% of GDP)

Figure 2.11B The Difference between IT Production and Expenditure and Social
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Social savings’: a measure of the gains from buying a
product that declines in price.

Trend line:

Effectiveness of domestic use of IT



Financial services & IT: The US picture

Reduction In Own Costs From IT Use by Suppliers and Customers
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Transactional linkages are the key way IT reduces costs for a firm;
Transactional linkages are stronger for services than for mfg.
Multiple, diverse ‘forward’ linkages in services yields more cost reductions
than for mfg which has more 'backward’ linkages to fewer suppliers.
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Financial services, IT Intensity & Productivity

Growth: US
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Source: Economics and Statistics Administration, U.5. Department of Commerce, DE2002 Table A.4.4

The more IT intensive sectors contribute more to productivity growth.
Leading and lagging sectors both are services.
Leading sectors—already networked, common software platform’.
Lagging sectors—diverse firm sizes, complex relationships, regulations.
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Finance and Private Services Trade: US

o US Trade in Other Private Services
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Financial services & IT: The US vs. Europe

Table 2.4 Average Annual Growth of GDP

per Hour Worked of ICT-producing. 1ICT -
using and non-1CT Industries in EUVU and US
1979-19295 and 19295-2002
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Substantial domestic imbalance in productivity growth by sector,
Compared to the US, much less productivity acceleration in services.

Evidence is that Europe invests a bit less in IT, but more importantly,
Structural ridigities make workplace transformation more difficult.

exact grouping.
Source: wvan Acrk (Z2005%, table d.

© Catherine L. Mann, Institute for International Economics



Global Perspective: International Services
Fast growing cross border and trade & investment linkages
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Trade, Services, and Trade Facilitation

Full sample | South to South to
north trade | south trade
Tariff rates -1.555%** -1.512 -] 5%*
Port Efficiency, Importing Country 0.307* 0.344 -0.283
Port Efficiency, Exporting Country 0.924% %% 0.845% %% 0.9497% %
Customs Env., Importing Country 0.472%* 1.041 0.202
Regulatory Env., Importing Country 0.281% -1.120* 0.816%**
Regulatory Env., Exporting Country 0.620%** 2.437%%* I 0.827%%%
E-commerce Infra., Importing Country | 0.729%%%* 2.134%%% 0.866
E-commerce Infra., Exporting Country = 1.943%%** 2.124%%% | 3.133%*
Adjusted R-squared 0.758 0.702 0.649
Number of the observations 7,904 2,188 3,094

Note: Significance levels at 10%, 5% and 1% denoted by “*”, “**” "and “***” respectively.
Source: Wilson, Mann, Otsuki. “Assessing the Potential Benefit of Trade Facilitation:
A Global Perspective”
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o Tariff reductions raise trade, and are very important

 South-to-North trade particularly hampered by poor South measures of TF
* South gains from exports to OECD are largest in dollar terms o




Conclusions

IT marketplace is growing more in software and
services than hardware

Information technology raises productivity growth
through transformation of activities

Financial services raise productivity growth through

disciplined selection of projects

Information technology & financial services work
together to further raise productivity growth

High quality services are key to improved trade
through trade facilitation
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