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Recap of key concepts

• The measurement framework is rooted in input-output analysis.

• The Leontief Inverse, 𝐁, gives the total output requirements from 
each industry in order to meet final demand for a specific time 
period.

• Using the ො𝐯𝐁ො𝐲 matrix, value-added contribution of the digital 
economy to the whole economy can be traced.



The core digital economy equation

GDPdigital = iT ො𝐯𝐁ො𝐲𝛆𝟏 + iT ො𝐯𝐁ො𝐲 T𝛆𝟏 − diag ො𝐯𝐁ො𝐲 T𝛆𝟏 + 𝟏 − 𝛆𝟏
T ො𝐯𝐁ො𝐲ො𝐫𝛆𝟐

ො𝐯𝐁ො𝐲11 ො𝐯𝐁ො𝐲12 ො𝐯𝐁ො𝐲13 ො𝐯𝐁ො𝐲14

ො𝐯𝐁ො𝐲21 ො𝐯𝐁ො𝐲22 ො𝐯𝐁ො𝐲21 ො𝐯𝐁ො𝐲21

ො𝐯𝐁ො𝐲31 ො𝐯𝐁ො𝐲31 ො𝐯𝐁ො𝐲33 ො𝐯𝐁ො𝐲31

ො𝐯𝐁ො𝐲41 ො𝐯𝐁ො𝐲41 ො𝐯𝐁ො𝐲41 ො𝐯𝐁ො𝐲44

ො𝐯𝐁ො𝐲 =



The fourth term

• AKA: The proportionate share in the backward linkage of 
nondigital sectors that supply fixed capital to the core digital sector

• Why count this?

Core digital sector 
demands fixed capital 
from nondigital sectors 

(final demand side).

Such fixed capital was 
produced as a 

nondigital sector output 
in the production side.

Sector supplying fixed 
capital derives value-
added from the rest of 
the economy through 
its backward linkages
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Exercise

• Economy: Japan

• Year: 2015

• Objective: To estimate GDPdigital as a percentage of economy-

wide GDP
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