Digitalisation and its Impact
on Sectors 1n Singapore

Tan Di Song, Senior Lead Economist, Ministry of Trade and Industry
ESS-MOE Economics Seminar 2024, 19 April 2024

The views expressed in this presentation are solely those of the author and do not necessarily reflect those of the Ministry of Trade and
Industry or the Government of Singapore.



First, an icebreaker: can you guess the top 5
and bottom 5 sectors in terms of their share
of Singapore’s GDP?



The top 5 and bottom 5 sectors in Singapore
in terms of GDP share are...

Top 5-ish sectors Bottom 5 sectors
* Wholesale trade (21.1%) * Other goods industries (Comprises
» Manufacturing (17.6%) ,(é\ogr(gco;/l)ture, Fishing and Quarrying)

. (o)

* Finance & Insurance (13.0%) * Accommodation (0.8%)
. (0}

* Transportation & Storage (6.5%) | Food & Beverage Services (0.8%)

* Information & Communication

e Other Services (Comprises
(5.4%) Community & Personal services)
* Professional Services (5.4%) (1.0%)

* Retail Trade (1.2%)

Source: Singapore Department of Statistics (DOS)



Global consumption of digital content and use
of digital tools is growing
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Source: Meltwater (an online media monitoring company), January 2023

Figure 1. Trends in Current and Expected AI Use
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Source: Business Trends and Outlook Survey (BTOS)

Notes: First and last reference periods in the graph ended on September 10, 2023 and February 11, 2024,
respectively. “Current Al Use” refers to a business responding “yes™ to using Al 1n producing goods or services
during the two-week period ending with the date indicated on the graph. “Expected Al Use” refers to a business
responding “yes” to thinking 1t will be using Al duning the six months following the date indicated on the graph
Firm-weighted shares should be interpreted as the share of U.S. firms using or expecting to use AI. Employment-
weighted shares should be interpreted as the share of U.S. employment working at firms who use or expect to use
Al Trend lines shown on the graph are based on simple (OLS) linear regression

Source: Bonney, K., Breaux, C., Buffington, C., Dinlersoz, E., Foster, L., Goldschlag, N.,
Haltiwanger, J., Kroff, Z., and Savage, K., 2004. “Tracking Firm Use of Al in Real Time: A
Snapshot from the Business Trends and Outlook Survey”, National Bureau of Economic
Research Working Paper 32319. 4



Leading to an increase in global demand for
digital infrastructure

Figure 1: Total Datacenter Count > 5 MW, 2019 - 2027.
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Source: 451 Research (a research company providing data and research on

Source: Netflix (a video on-demand over-the-top streaming service), datacentres), November 2022

February 2020



Resulting in a rise in Singapore's output of semiconductor chips
and IT & information services to meet the global demand for
digital content/tools and the attendant demand for digital

infrastructure

Global semiconductor market value by vertical, indicative, $ billion
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Source: McKinsey & Company (a strategy and management consulting
firm), April 2022
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Figure 2: I&C sub-sector share of VA and VA CAGR, 2017-2021
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Note: value-added (VA) of the information & communications (I&C) sector grew at
a compound annual growth rate (CAGR) of 11.5% p.a. (2017 to 2021). VA consists

of the profits accruing to firms and wages accruing to workers in the sector, and is
a measure of the economic value generated by activities in the sector.

Source: Infocomm Media Development Authority (IMDA), Singapore



The use of digital inputs has contributed to the VA of
various sectors

Figure 4: VA from digitalisation for key sectors (S$ bn), 2017-2022

CAGR (2017-2022)

Infographic 1: Composition of Singapore’s digital economy size (% of GDP), 2022
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Government intervention to help SMEs adopt digital
tools has resulted in higher productivity growth

Exhibit 1: SMEs Go Digital Grants

Basic Digitalisation <

Start Digital

Productivity

Advanced Digital

=) Solutions Grant Grou;fGI:;]gltal Solutions
[PSG)* (ADS)
Introduced October 2018 April 2018° February 2019 September 2020

>Advanced Digitalisation

Intent of scheme

To provide new firms
or firms that have
yet to digitalise with
foundational and
easy-to-deploy digital

To support the adoption
of curated digital
solutions that improve
firms’ productivity

To support firms’
participation in
business-to-business
(B2B) and business-
to-consumer (B2C)
e-commerce platforms

To support firms’
adoption of curated
advanced or integrated
digital solutions
to deepen their
capabilities, strengthen

e to sell overseas without business continuity
the need for physical measures and build
presence longer-term resilience

Source: Ministry of Trade and Industry (MTI), Singapore

Exhibit 5: Impact of Average PSG and SD Grant on Firm Outcomes
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Source: Ministry of Trade and Industry (MTI), Singapore



If you are interested in such analyses, consider applying
for the Economist Service Scholarship

WHO WHERE
* Open to Singapore Citizens and PRs (for PRs, * Single degree in Economics / double degrees or majors in
confirmation of award will be based on the successful Economics/Econometrics and another related discipline (e.g., Data
application for Singapore Citizenship) Analytics, Mathematics, Statistics) at a local or overseas university
* Applicants should have outstanding results, a HOW
noteworthy CCA record, strong leadership qualities
and potential, and a keen interest to apply economics * Apply for the Economist Service Scholarship through the PSC
to the analysis of public policies gateway portal (www.pscgateway.gov.sg), indicating “Economist

Service” as one of the top two choices under “Career Choice”
* Year 1 to Penultimate Year university students may
consider applying for the Economist Service Mid-Term  Successful applicants typically go through two rounds of
Scholarship interview


http://www.pscgateway.gov.sg/
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