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INTRODUCTION

Economic transformation is the joint process of
increasing within-sector productivity growth and
moving labor and other resources from lower- to higher-
productivity sectors. The reallocation of resources from
less productive traditional sectors to more productive
modern industries that emerge in the transition
process enable economies to progress and ensure that
productivity gains diffuse to the rest of the economy?*2.
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sector in Sub-Saharan African countries is associated with
the diffusion of digital infrastructures?.

What then explains the relationship between digital
technologies, productivity growth and economic
transformation?

Focusing on how digital technologies enhance the
productivity of non-farm enterprises, Danquah & Owusu
(2021) discuss four channels that are relevant for the
broader discussion on how digital technologies impact
performance and transformation?t. These include the
efFciency channel, the market access channel, quality
intermediate inputs and the learning channel, as well as the
creditand risk r
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Digitalization will impact all countries and their sectors
in diverse ways depending on their readiness and respective
capacities to leverage the benefts of digital technologies,
products, and processes.

Regarding a supportive environment for digitalization,
the UNCTAD-led eTrade found that low-income countries
face signifcant weaknesses in all seven areas of readiness
assessments for e-commerce and the digital economy
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Report’™ concludes that growth in the stocks of robots has

a surprisingly small and positive effect on employment
growth. Employment growth occurs mostly in emerging
industrial economies, not industrialized ones. Furthermore,
manufacturing accounts for around two-thirds of world
employment growth, attributable to robotization. The highest
contributions of robotization to employment came from
computers, machinery and basic metals. Some evidence
from Germany and Spain also suggests that robotization
did not increase workers’ risk of displacement; it reduced the
labor cost share but increased the number of jobs. Output
growth is another positive side effect of robotization’®.

Certain jobs that are difFcult or impossible to perform
using offshore labor markets are at a lower risk of being
replaced by automation. Jobs involving repetitive and
routine tasks that can be offshored, such as those in the
skilled agricultural and service sectors, are likely to be
affected most by job losses due to automation’. Major
destinations for outsourced operations experiencing
ongoing technological restructurings, such as Thailand
and Vietnam in Southeast Asia, face the highest risk of job
displacement due to automation. Certain conditions must
be met for automation to replace tasks that are performed
by workers, for example, task suitability, task-technology
ft, implementation problems and resulting performance
outcomes. In cases of negative employment effects, not all
types of jobs will be affected, and the job-displacing effects
will vary depending on the characteristics of the labor market
and effects can be mitigated by public policies™°.

NEW ECONOMICS FOR SUSTAINABLE DEVELOPMENT (NESD)

Relationship between NESD Concepts and Digital
Economic Transformation

Assessing economic performance using the extent of
globalization and strong GDP has not been favorable for
humans and the planet. Therefore, there is a growing global
demand for a new direction of economic development
and progress that will be people and earth-centered®.
Central in this increasing global advocacy for more
sustainable patterns of development is the NESD. The
NESD acknowledges that the world today faces profound
economic challenges—ranging from climate change,
rapid technological changes, evolving new patterns of
globalization (trade and investment), and demographic
changes that bear profound implications for humans and
the earth. For instance, while the widespread neoliberal
model has infuenced thinking patterns, the model and the
fnancialization of the economy is linked to widespread
inequalities and worsening environmental outcomes—
arising largely from skewed systems where a larger share
of income generated by production factors accrue to capital
and a greater focus on proft maximization at all costs
by businesses &%, While not excluding ideas coming from
neoliberal models, the NESD stresses the need to test other

new economic and fnancial models and perspectives that
focus on sustainable patterns of economic development,
particularly, when the neoliberal model has failed in relation
to issues relating to sustainability®?long this line, the UN
Member States in 2015 adopted the SDGs and the Addis
Ababa Action for Financing for Development (FfD), which
provided the roadmap to channel funds rolled out by
governments and international organizations to support
and advance the transition to economic models compatible
with the SDGs. While the UNCTAD has called for the Global
Green deal, (GGND), the NESD concepts are favored to have
a better chance to rebuild resilient, inclusive, and more
equitable economies®,

The NESD concepts: circular economy, social and
solidarity economy (SSE), frugal economies, as well as
green, yellow, blue, purple, and orange economies provide
a framework for alternative economic growth beyond the
current restrictive focus on GDP. Ultimately, the NESD
concepts aim to mitigate climate change and promote
digital economic transformation for more sustainable
and inclusive industrial development. Whiles most NESD
concepts have direct links to climate change and inclusive
industrial development (e.g., circular, blue, purple, yellow,
and SSE economy)®, only the orange and frugal economy
have direct link and interaction with digital technologies
for economic transformation®®. Given the theme of
the paper, the focus is on the latter two. The extent of
these interactions depend on countries’ distinct levels
of development and specifc geopolitical situations.

For instance, the orange or creative economy focuses

on leveraging ICTs to support entrepreneurship and job
creation in the creative industries, such as advertising,
design, publishing, software, Film/TV/Radio. Particularly
targeting young people, the creative economy supports
sustainable entrepreneurship and empowers innovators,
especially the generation that grew up in the digital era.

A dynamic creative economy supported by digitalization
can have transformative opportunities in the economy by
playing a key role in promoting other alternative economic
models that boost productivity growth levels, promote
knowledge-intensive business services, and generate

more high-skilled and higher-paying jobs in services and
across other sectors that power economic transformation
in developing countries®. The most recent available data
shows that in Europe, the cultural and creative industries,
which are the core of the creative economy, accounted for
7.5 per cent of all people employed in the economy and

5.3 per cent of EU gross value added (GVA)®”.The frugal
innovation economy recognizes social and environmental
issues such as inequalities and climate change as business
opportunities. Through repurposing existing technology and
innovation, the frugal innovation economy aims to provide
affordable but quality solutions to these global challenges,
particularly among marginalized populations while fostering
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rural MSMEs and job creation in LDCs. Indeed, the COVID-19
pandemic has further accelerated the digitalization of the
economy and the use of ADPs across countries. In this
regard policies and fscal stimulus that promote frugal
innovations could accelerate the deployment of ADPs to
power the digital economic transformation®:.
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is a complex process. Against the backdrop of complexity
and novelty of the issues at stake, and the continued rapid
pace of technological change, policy experimentation will
be necessary to assess the benefts and disadvantages of
different options for technical training and support.

International development community support is needed
to complement national efforts. Development partners
urgently need to integrate the digital dimension into their
aid policies and strategies, and these proposals need to
be prioritized by donors. Assistance should aim to reduce
the digital divides, strengthening the enabling environment
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Disclaimer:

The views and opinions expressed in this policy brief
are those of the authors and do not necessarily refect
the opinions and policies of the United Nations.

The designations and terminology employed
may not conform to United Nations practice
and do not imply the expression of any opinion
whatsoever on the part of the Organization.

All queries should be addressed to DESA-UNEN@un.org.
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