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Understanding Digital Economy

Kong Rattanakthida*

Digital transformation is now on the cusp of the
Fourth Industrial Revolution. The worldwide trend
to welcome this new revolution, including the
internet, big data, cloud computing, FinTech, and
several new digital technologies recently has
triggered a curiosity of the term ‘digital economy’.
Primarily thanks to the “always-on” internet, the
Internet of Things (loT) and hyper-connectivity
between people, business, and data are no longer
a nice-to-have, but immensely become a significant
part of our lives more than ever. From buying food
online to learning and working online, the digital
transformation has evolved to be an appendage to
business and made living easier. Companies like
Apple, Huawei, Microsoft and other supergiant
plattorms such as Google, Amazon, Alibaba,
Airbnb, Uber, and Facebook are the examples of
the so-called smart working and success stories of
the digital economic ecosystem. In this sense, what
is the digital economy? What digital has ever done
to us? What are the real effects with the digital
boom in the 215t century? What we know about
digital economy is that it has been permeating
almost every aspect of people’s lives and societies,
including how things work digitally and how people
interact and communicate online. Yet what we do
not really know is by which way the changes
around us are taking place. This article will thus
briefly introduce a birds-eye-view of the digital
economy and its implication in Cambodia’s context.

What is Digital Economy?

The First—fueled by iron, steel, and steam
engines—and the Second Industrial Revolution—

powered by the electricity, telecommunications,
and assembly lines—have paved the way for the
production boom. In the 1960s, the Third Industrial
Revolution, also known as Digital Revolution,
arrived and heralded the information age,
comprising of the development of the internet,
information technologies (IT), semiconductors,
computerization and much more. The digital ICTs
in the Digital Boom era had smoothened the path
for the coming of the Fourth Industrial Revolution
and underpinned the most advanced technologies
for doing business in the new era, commonly
known as the ‘digital economy’.

Digital economy is the form of economic activities
and processes that traffic on the internet, with the
assistance from information and communication
technologies (ICT), resulting in greater connections
between and among people, businesses, devices,
and data. Information and knowledge are utilized to
advance production activities. Digital economy is
also referred to as Internet Economy, New
Economy and Web Economy attributed to its heavy
reliance on internet connectivity.

The term 'Digital Economy' was coined by Don
Tapscott in 1995 in his ‘The Digital Economy:
Promise and Peril in the Age of Networked
Intelligence’. However, the definition itself is vague,
broad, and not limited to a single activity and
process. Because of this vague concept, there
have been different views on what a digital
economy is. Below are varying definitions of digital
economy used by renown organizations.
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Various Conceptions of the Digital Economy
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“The application of
internet-based digital
technologies to the
production and trade of
goods and services”.

“An economy which functions
primarily by means of digital
technology, especially
electronic transaction made
using the internet”.

“System of economic, social
and cultural relations based
on the use of digital ICT”.

Core Elements of the Digital Economy

What lies at the core of the digital economy in the
modern era is the combination of 1) advanced
robotics, drowns and factory automation; 2) Internet
of Things; 3) cloud computing; 4) big data analytics;
and 5) artificial intelligence (Al) (UNCTAD, 2017).
Such characteristics represent the features of the
new modern business model which distinguishes it
from the ordinary economy. Thomas Mesenbourg
has identified three main components of Digital
Economy, namely electronic business (e-business)
infrastructure, e-business, and electronic commerce
(e-commerce) (Mesenbourg, 2001).

The Digital-enabling infrastructure/ e-business
infrastructure lies as the foundation of digital
economy that is grounded on the computer-
mediated network. It comprises of basic physical
materials and organizational arrangements to
support the e-business processes and conduct e-
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commerce including computer hardware, software,
telecommunication equipment and services, structure,
loT, and support services. E-commerce on the other
hand is any process of online retail and electronic
transaction digitally-ordered, digitally-delivered, or
platform-enabled transactions. Those include:

» Business-to-business (B2B): transactions of goods
and services by business to another business
via the internet or other electronic means;

» Business-to-consumer (B2C): conducing the sale
of goods and services by business to consumers
or any retail e-commerce via the internet or
other electronic means.

» Peer-to-peer (P2P): the ‘sharing economy’
aka platform-based e-commerce, involves the
exchange of goods and services between
consumers through a digital application.

» E-business: The process in which a business
organization conducts over computer-mediated
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networks. Though it is similar to e-commerce, it
encompasses the simple selling and purchasing
of services and products online. E-business
covers a wider range of business process like
supply chain management, sales and marketing,
customer relationship management (CRM),
enterprise resource planning (ERP), and so on.

Additionally, Barefoot et al., (2018) listed out similar
components but added another one which is digital
media as the key components of digital economy.
Digital Media is the content that people create,
access, store, or view on digital devices includes
Direct sale digital media (digital products sold
directly to consumers in exchange for a fee); Free
digital media (revenue earned by advertising
space on the margin of the digital products); and
Big Data (a mechanism for gathering information
about consumer behavior and preferences).

The Impacts of the Digital Economy

The emergence of the latest cross-cutting edge
technologies such as cloud computing, augmented
and virtual reality, additive manufacturing (3D
printing), machine-to-machine communication, sensor
technology, block chains, Big Data, the IoT,
artificial intelligence (Al), 5G and the Distributed
Ledger Technologies have proved the role of the
digitalization in cultivating an environment that
benefits both the economic and social aspects. The
application of those advanced technologies has
enabled the contemporary production processes and
business management systems to produce a wide-
ranging benefit better and faster surpassing what
were provided by the traditional ways of business
operation. The digital economy has restructured a
new business model based on the intranet and
internet, which slowly but surely become superior
in performance and efficiency. More importantly, its
more interactive and participatory processes
between the sellers and consumers enlarge a lot of
consumers benefits such as price transparency,
choices, reviews, and conveniences. Since it
requires a higher consumption of concepts and
high-skills, digital economy plays a crucial role in
upgrading industry and fostering more productivity
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as well as the competitiveness. Last but not least,
while promoting mass entrepreneurship, it contributes
to innovation, creation of new services and employment
for the people with abilities and talents adapted to it.

Not only financing, but the wave of digital
transformation is also reshaping, impacting and
advancing our daily life to create the so-called
digital society, which is expected to be further
inclusive, sustainable, safe and innovative
environment to live, by mitigating and resolving the
social challenges as well as addressing the existing
unequal economic benefits. To tackle the inequality
and the exclusion, the digitalization has the potential
to increase the accessibility to marginalized groups
in the market by lowering the transaction costs and
reducing information asymmetries. The spread of
ICTs brought by the digitalization can empower
individuals and firms and lead them to a greater
well-being environment by creating the access to a
free and fair retail trades, transports and logistics,
financial services, manufacturing and agriculture,
education, health care, broadcast media, and so on.
Brought by the digital economy, digital identity is
believed to pave the way for the digital future, which
is more secure and resilient for every area of life.

Equally noteworthy, while digitalization has produced
a wide range of potential benefits to the economy
and society, it also raises certain concern. In spite
of the growing trends of the digitalization, the digital
divide remains a challenge as the uneven distribution
of access to, use of, and impact of ICTs among the
populations. For instance, instead of the widespread
usages of technology, problems such as high costs
to purchase a smartphone and the access to the
internet still exclude the individual from obtaining
the same level of benefits brought by the digital
economy. While the digital technology is entirely
adopted, the demand for digital skill is needed and
the digitalization process would disrupt the labor
market and altering the composition of the existing
jobs. Moreover, developing countries have to
devote more efforts to advance the level of ICT
infrastructure and involve in strategic planning to
maximize the benefits from the digitalization.
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Identity in the Digital World

HEALTHCARE

For users to access insurance,

treatment; to monitor health devices,

wearables; for care providers to demonstrate their qualifications

SMART CITIES

To monitor devices and sensors
transmitting data such as energy usage, air
quality, traffic congestion

FINANCIAL SERVICES

To open bank accounts, carry out
online financial transactions

il

FOOD AND SUSTAINABILITY

DI G ITAL For farmers and consumers to verify
TELECOMMUNICATIONS provenance of produce, to enhance value
For users to own and use devices; for lDENTI I Y and traceability in supply chains

service providers to monitor devices and
data on the network

E-GOVERNMENT

For citizens to access and use services — file
taxes, vote, collect benefits

@ DEVICES

SOCIAL PLATFORMS

For social interactions; to access third-party services
that rely on social media logins

@ ENTITIES PEOPLE

TRAVEL AND MOBILITY

To book trips, to go through border control
between countries or regions.

THINGS

HUMANITARIAN RESPONSE

To access services, to demonstrate qualifications to
work in a foreign country

=

E-COMMERCE
To shop; to conduct business transactions
and secure payments

Source: World Economic Forum

Where is Cambodia now in the Digital Economy?
With the rise of the Fourth Industrial Revolution, the
digital transformation will inevitably be the new
model of key growth engine if Cambodia needs to
realize its long-term vision of becoming upper-
middle-income country 2030 and high-income
country by 2050. Realizing such monumental
status, the Royal Government of Cambodia has
announced its plan to transform the country into a
digital economy by 2023. Dr. Aun Pornmoniroth,
Minister of Economics and Finances, stated that,

For developing countries like Cambodia, new
technologies provide an opportunity to leapfrog,
bypassing traditional phases of development, ...
it will take the country at least 10 years to
complete the transition into a full-fledged digital
economy (May, 2019).

Most importantly, to prepare for the fourth industrial
revolution, the RGC has laid out in the Rectangular
Strategy Phase IV the essence for the economic
diversification in the Rectangle 2. The preparation
for the readiness for digital economy and the
industry 4.0 are also recognized in the Side 3 of the
stated Strategy. The RGC has recognized the
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importance of the digital economy as key driver of
the growth which results in creating new jobs and
businesses, giving a great opportunity for Cambodia
to improve its economic structure (Rectangular
Strategy Phase IV, 2018). On this basis, the RGC
has developed and put into force a long-term digital
economy strategic framework and other relevant
policies such as the telecommunication and ICT
development policy, Master Plan for Information
and Communication Technology, Law on Tele-
communication and a long-term ICT strategic
framework. Legal frameworks such as digital
government and information security strategy, E-
commerce law and cybercrime law has been
promoted to enable a preferable digital ecosystem
as well as to support the digital development.

In Cambodia, on-demand services, BookMeBus,
Pass App and Nham 24 are among the most recent
influential tech start-up, which offer wide range of
service on-demand from transportation to food
delivery and other services which Cambodian
people need. Besides this, the financial technology,
so-called FINTECH has also emerged as a crucial
role in Cambodian people’s life in just a short
period of time. For instance, ABA mobile banking
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and PiPay are the well-depicted examples of how
the online mobile payment service has gradually
promoted a cashless environment in Cambodia. E-
commerce has replaced the traditional way of
shopping in the actual market. The number of
online shops continues to expand and enlarge into
various types of products from foods and beverage
to clothing and accessories through the internet
and social media platforms, particularly Facebook
and Instagram in the past several years. These
emerging and growing trends have illustrated how
the digitalization has affected the behavior of
Cambodian consumers and their ways of living.

Regardless of how, the digital divide among the
Cambodian population, especially between the
elders and the younger generation, still persists as
a challenge, making it hard for the government to
integrate each and every person to fully obtain the
equal distribution of benefits. Hence, it is necessarily
important to address such issues by ensuring that
everyone can have equal access to technology and
the internet. More importantly, as part of maximizing
the benefit from the digital transformation, media
literacy through the education and training program
focusing on the broadly use of digital technology
shall be developed to enhance people’s understanding
in regard to it. Doing so will not only contribute to a
digital-enabling environment but will also equip
people with a new skill needed for the advanced

technological era and the fourth industrial revolutions.

References

(2019). G20 Ministerial Statement on Trade and
Digital Economy. Retrieved from
https://g20trade-
digital.go.jp/dl/Ministerial_Statement_on_Tr
ade_and_Digital Economy.pdf

(2018). Rectangular Strategy Phase IV. Phnom Penh.

(2018). World Trade Report .
https://www.wto.org/english/res_e/publicati
ons_e/wtrl8 2 e.pdf.

ADB. (2018). Understanding the Digital Economy:
What Is It and How Can It Transform Asia?
Retrieved from Asia Development Bank :
https://www.adb.org/news/events/understa

www.cd-center.org

nding-digital-economy-what-it-and-how-
can-it-transform-asia

Ahmad, N. (2018). Towards a Framework for
Measuring the Digital Economy. Paper
prepared for the 16th Conference of IAOS,
OECD, Paris.

Alina, N. (2016 ). Trend and Dimension of Digital
Economy . Univeristy of Petrosani .

Australian Government. (n.d.). The Concept of
Digital Economy. Retrieved from Australian
Government:
https://www.alrc.gov.au/publications/3-
policy-context-inquiry/concept-digital-
economy

Barefoot, K., Curtis, D., Jolliff, W., Nicholson, J.
R., & Omohundro, R. (2018). Defining and
Measuring the Digital Economy. Working
Paper, U.S. Department of Commerce ,
Bureau of Economic Analysis ,
Washington. Retrieved from
https://www.bea.gov/sites/default/files/pape
rs/defining-and-measuring-the-digital-
economy.pdf

Bukht, R., & Heeks, R. (2017). Defining,
Conceptualising and Measuring the Digital
Economy. Centre for Development
Informatics, Global Development Institute,
SEED. Retrieved from
http://www.gdi.manchester.ac.uk/research/
publications/working-papers/di/

Council of the European Union. (2018). Council
Conclusion on Cambodia. Brussels.

Electronic Business (E-Business). (n.d.).
Retrieved from Technopedoa :
https://lwww.techopedia.com/definition/1493
/electronic-business-e-business

European Commission. (2013). Revised EU trade
scheme to help developing countries
applied on 01 January 2014. Brussels:
European Commission.

European Union. (2012). Regulations (EU) No.
978/2012 of the European Parliament and
of the council of 25 october 2012. 10.

Heng, P. (n.d.). Embracing the Digital Economy:
Policy Considerations for Cambodia. Enrich
Institute.

5/6



Vol 1, Issue 5, July 29t 2019

IMF. (2018). Measuring Digital Economy.
Washington, D.C. : International Monetary
Fund.

Manet, S. (2018, March 7). Cambodia to be a
digital economy by 2023. Retrieved from
Khmer Times :
https://www.khmertimeskh.com/112147/ca
mbodia-to-be-a-digital-economy-by-2023/

May, K. (2019, 03 13). Full-fledged digital
economy not likely in the next decade:
Minister. Retrieved from Khmer Times:
https://www.khmertimeskh.com/50586102/f
ull-fledged-digital-economy-not-likely-in-
the-next-decade-minister/

Mesenbourg, T. L. (2001). Measuring the Digital
Economy . Retrieved from
https://www.census.gov/content/dam/Cens
us/library/working-
papers/2001/econ/umdigital.pdf

OECD. (2012). The Digital Economy 2012.

OECD. (2017). OECD Digital Economy Outlook
2017. Paris: OECD Publishing. Retrieved
from https://www.oecd-ilibrary.org/science-
and-technology/oecd-digital-economy-
outlook-2017_9789264276284-en

Oxford, D. (n.d.). Digital Economy. Retrieved from
Oxford Dictionary:
https://en.oxforddictionaries.com/definition/
us/digital_economy

Ramos, M., & Steiner, A. (2019, 01 16). How the
digital finance revolution can drive
sustainable development. Retrieved from
World Economic Forum:
https://www.weforum.org/agenda/2019/01/

digital-finance-can-help-sustainable-
development-goals

Sirimanne, S. N. (2017). The Development
Dimension of e-Commerce and Digital
Economy. Intergovernmental Group of
Experts on e-Commerce and Digital
Economy, United Nations Conference on
Trade and Development, Geneva.
Retrieved from
https://unctad.org/meetings/en/Presentatio
n/tdb_ede2017p01_SSirimanne_en.pdf

Smith, J., & Amour, L. S. (2019, Jan 18). This is
the digital future we need. Retrieved from
World Economic Forum:
https://www.weforum.org/agenda/2019/01/t
he-digital-future-we-need

UNCTAD. (2016). The Least Developed Countries
Report 2016: The Path to Graduation and
Beyong-Making the Most of the Process.
UNCTAD.

UNCTAD. (2017). The New Digital Economy and
Development. Retrieved from
https://unctad.org/en/PublicationsLibrary/tn
_unctad_ict4d08_en.pdf

What is Digital Economy? (2017, June 28).
Retrieved from Youtube :
https://www.youtube.com/watch?v=kQPs___
OWT9k

WTO. (2018). The Future of World Trade: How
digital economies are transforming global
commerce? World Trade Report 2018,
WTO. Retrieved from
https://www.wto.org/english/res_e/publicati
ons_e/world_trade_reportl8_e.pdf

Cambodia Development Center
Cambodia Development Center (@cdcenter_kh)
Cambodia Development Center (@cd.centerkh)
Cambodia Development Center

Cambodia Development Center

xe5E000¢HE

info@cd-center.com‘a (+855) 10 950 456

- 4
HQJHR&I‘I mHﬁf?‘JE Fgth
Cambodia Development Center

Building E, University of Puthisastra, #55, Street 180-184, Sangkat Boeung Raing, Khan Daun Penh

www.cd-center.org

6/6




