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A National report on R&D and the Digital
Economy

Scope and scale of report

Quality of research

Critical evaluation of issues

Key policy recommendations

[s the German story true for other countries ?
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Firms drive innovation

Innovation spending concentrated in Large Firms >500
employees

However share of firms who have product or process
innovation fallen steadily since 2000



Innovation Expenditure in Ireland
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Intellectual Property Rights Activity 2016 - 2018

Irish Foreign Industry
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Factors Hampering Innovation in
Ireland

Different priorities within your enterpise

Lack of access to external knowledge

Lack of credit or private equity

Too much competition in your market

Uncertain market demand

Difficulties in obtaining public grants or subsidies
Lack of collaboration partners

Lack of skilled employees

Innovation costs too high

Lack of internal finance
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measurement



Key message regarding productivity measurement

Total Factor Productivity (TFP) explains the majority of
improvements in Labour Productivity in Germany since
1960

Innovation drives TFP

TFP directly linked to Research and Development and
increased use of Digital Technologies

Growth in TFP levelled off in period 2017 - 2020

WWW.CSo.1e
8




Drivers in Germany

Lower growth in the capital stock
Declining TFP
TFP for next 5 years will be 0.5%

Solution look to increased development in marketable
innovation and diffusion of new products to increase TFP
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Productivity and Capital Usein 2018

Figure 6.9 Productivity and Intangible Use across Sectors: 2018
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Domestic and Other Labour Productivity Breakdown
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Globalization and Global Value Chains?

Not too much discussion regarding Globalisation

The increasing reach and involvement of both large and small
companies in GVCs has been a feature of industrial development

Many clusters of excellence in the German Economy particularly
in Automotive, Mechanical Engineering Chemical and Electrical
- almost 25% of GVA

New companies /start ups more successful involving foreign
investors
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Conclusion and Way Forward

Disruptions attributed to digitization are visible everywhere in our personal and
professional lives, yet remain a ur economic accounting standards
and presentations... and the world has changed since the 2008 SNA with the
broader use, and emergence of new, digital technologies... While the SNA

research agenda Subgroup on Digitalization has made considerable progress since
launched in Summer 2019, more debate and consultation is needed... especially so

on the recording and valuation of data and the treatment of “free” products likely

requiring the most work to reach conclusion.




Is there also a measurement issue ?

The Digital Economy in economic statistics
Not clearly defined and observable

Current work at International Level to develop
framework

Challenging questions regarding digital platforms and
free services
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Components of the Digital Economy ﬂbea

reau or Ec r:-nom c .b.nalys

Components of the Digital Economy: Real Value-Added
Average Annual Growth, 2006-2019

Total economy mmmm 1.8%
Digital economy meeee——————— 8%
BUSINESS-TO-CONSUMEr E-COMMErCe I ————— 1 (%
Cloud services, paid esssssssssssssss——— 8 1%
Hardwa re I 7 e
Software mEEEEEEEEEE———— 7 3%
All other priced digital services mss—————————————— 6 7%

Business-to-business e-commerce mssmmmmm 3 59

Percent change

U.S. Bureau of Economic Analysis
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Corona virus
response -
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Covid-19 has presented opportunities...but are
they permanent or temporary ?

Irish Online Retail Sales in March -June 2020

Other retail sales

Retail sale of books, newspapers, stationery and...
Retail sale of textiles, clothing and footwear
Retail sale of electrical goods
Retail sale of household equipment
Retail sale of food

All retail businesses
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Covid -19 and Digital economy

Potential for Public services to be delivered digitally

Efficiencies of Digital delivery particularly for Health and
Education services

Bandwidth such a key concern and urban/rural

Development of a European Cloud infrastructure is an
interesting recommendation
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KNOW YOUR

Overall assessment
ROLE
The findings are compelling and clear e

So what did I add to the discussion?

Gave insight on our experiences and how we present similar
questions

Highlighted measurement issues and issues with the use of TFP
as an indicator

The challenges for the German economy are more generally
those of the EU or more broadly.
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