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ITIF is a think tank committed to articulating and 
advancing a pro-productivity, pro-innovation and pro-
technology public policy agenda internationally, in 
Washington and in the states.  ITIF focuses on:

ÁInnovation processes, policy and metrics

ÁScience policy related to economic growth

ÁTelecommunications, Internet, and broadband policy

ÁE-commerce, e-government, e-voting, e-health

ÁICT and economic productivity

ÁInnovation and trade policy
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A Test: Which Gives the Biggest Economic Return?
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ICT Gives the Biggest Economic Return
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ÁICT is what economists call a ñgeneral purpose technologyò (GPT).

Why is ICT So Important?
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ÁMost innovations come incrementally, with modest changes in 
products, processes and business models.

ÁBut approximately every half century a new technology system
emerges that changes everything.

Á Steam power

Á Railroads

Á Steel and Electricity

Á ICT 



ÁGrowth in the ICT Sector:

ÁJobs: Between 1995-2006, 

ICT sector employment 

increased at an annual 

average rate of 0.9% in the 

OECD.

ÁWages: Jobs in ICT 

industry pay 70% higher 

wages than other 

industries.
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How Does ICT Drive Growth?



Á ICT helps existing firms in all sectors become more productive is 

the most important path to growth.  In the U.S. the use of ICT was 

responsible for 80% of the productivity pick-up, with the ICT 

industry responsible for 20%.
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How Does ICT Drive Growth?



Á ICT has outsized impacts:

Á In large U.S. firms, every dollar of ICT capital is associated with $25 of market 

value (Gao and Hitt, 2004).

Á ICT workers contribute significantly more to productivity than non-ICT workers 

and the difference has grown over time (Tambe and Hitt, 2008).
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Á The use of ICT is playing a 30% 

larger impact on total factor 

productivity growth from 2000-

2006 than it did in 1995-2000 

(Brynjolfsson and 

Saunders, 2009). 

ICT is Driving Productivity in the United States



ICT is Driving Growth Around the World

ÁICT capital has 7 times the impact on productivity than non-ICT 

capital in nations with lower levels of IT usage, and around 3 times 

more in other nations. (Nathan Associates, 2007)

ÁICT leads to job growth.  Firms in low- and middle-income 

countries that use more ICT have faster sales and job growth, as 

well as higher productivity growth.  (World Bank, 2005)



Of  All Telecom Infrastructures, Broadband Has 
the Largest Impact on Economic Growth

Effect of a 10 percent increase in technology penetration on per-capita GDP growth (source Qiang, 2009).
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But Europe Lags Behind in Productivity Growth

17

Annual labor 

productivity 

growth rate 
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Why Has Europe Benefited Less from the IT Revolution?
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ICT Investments as a Percentage of GDP:  Eurostat, ñInformation Society Statistics,ò (Statistical 

Office of the European Communities, 2007)

ÅEU firms invest less in IT



Where is Turkey?
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ÅShare of firms with websites (46 percent).  Rank: 34 of 46 nations

ÅShare of firms using the Internet: 80%; EU25 = 93%.

ÅDot.com registrations per firm.   1.4 in Turkey, 12 in the U.S.

ÅBroadband subscribers;  8.7% of population: 29th of 30 OECD 

nations

ÅAverage advertised broadband download speed: 3.3mbs; 29th of 30 

OECD nations.

Å% of citizens purchasing over the Internet in last year.  0.8%; 31 out 

of 31 OECD nations.



ÁManagement matters: U.S. multinationals in the United 

Kingdom use about 40% more ICT capital per worker than 

average and purely U.K. firms use much less ICT capital per 

worker than the average.

ÁMore than 80 percent of the advantage in productivity for U.S. 

owned subsidiaries was explained by these U.S. firmsô better 

use of ICT, not the overall amount of ICT they had.

Why Has Europe Benefited Less from the IT 
Revolution?
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ÁEU firms have been slower to make the process and 

organizational changes that would allow them to achieve the full 

benefits of ICT.

Á97% of surveyed U.S. business executives believed IT alone would 

not raise productivity in their firm to the highest level achievable 

unless it was accompanied by organizational changes.

ÁñFirms do not simply plug in computers or telecommunications 

equipment and achieve service quality or efficiency gains. Instead 

they go through a process of organizational redesign and make 

substantial changes to their service or output mix.ò (Brynjolfsson, 

2004) 

Why Has Europe Benefited Less from the IT 
Revolution?
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Job Creation Will be Key For the Recovery

23



ÁGDP: Consumption + Investment + Government  + (Exports minus 

Imports)

ÁFor most nations, consumer expenditures and net exports are down.

ÁTherefore, government expenditures and private sector investment 

will drive recovery.  Ideally, government expenditures (direct or tax) 

will spur private sector investment in ICT and broadband.

Driving Investment Will be Key to Job Growth
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