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This Trend Is Not New…
ICT-Producing Industries

ICT-Using Industries

1990-1995

Source: Current Issues in Economics and Finance, Vol 10, # 
13, 2004, FEDERAL RESERVE BANK OF NEW YORK, 
updated data from EUKLEMS
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The Transformation:
Manu-facturing to Menti-facturing

(producing-by-hand) to      (producing-with-the-mind)
IT Capital = ICT investment

Productivity Increases From ICT Industries
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Labor Non-ICT Investment & Productivity
Source: Current Issues in Economics and Finance, Vol 10, # 
13, 2004, FEDERAL RESERVE BANK OF NEW YORK, 
updated data from EUKLEMS
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The New Economy 
Transforming the Washington State Economy?
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Good Producing Industries Have Not
Been Driving WA Output Growth
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The Transformation
It Is Due To Services (post 1990)
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Why Are WA Services Growing Rapidly?
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Why Are WA Services Growing Rapidly?
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What Is Transforming
Washington State ?

 Milken Institute ranks US growth centers 
according to 19 high-tech industries’
 Employment
 Income 
 Technology Concentration
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What Is Transforming 
Washington State

 Seattle Ranks #2 among “US 
High Tech Growth Centers”

 “The most compelling example of its prowess 
in software is that Seattle captures 23.4 % of 
all software wages in North America.”

 “The strength of industry titan Microsoft 
and its affiliated companies gives the 
Seattle metro area a decisive lead in this 
category.”

Total Impact of Microsoft on WA
Direct Impact (2008):

 Microsoft purchases of WA goods/services: $2.15 bil
 (Boeing = $3.2 bil)

 Microsoft total compensation to 40,000 employees: $7 bil
 (Aerospace wages (excl/ stock/benefits): $5.4 bil)

Total Impact of Microsoft on the WA Economy

 13% of WA GDP 
 8% of WA Employment 
 5.4% of WA Tax Revenues
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WA Employment 
Information vs. Aerospace
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WA Personal Income 
Ratio: Information / Aerospace 

Ratio of total personal income earned by all workers in the information vs. aerospace industries
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Higher Learning = Higher Earning 

Higher Learning = Higher Earning & Employment
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Consequences of the New Economy
 Demographic Transformation

 Unskilled to Skilled 

 Industrial Transformation
 Leverage spillovers, facilitate cluster growth

 Global Market Place (Flat Earth)
 Implications for outsourcing, skill mobility
 Who will fill these jobs in the future in WA? 
 Will WA kids be competitive?

Thank You
 Theo S. Eicher

http://faculty.washington.edu/te
te@u.washington.edu

 Economic Policy Research Center
http://depts.washington.edu/eprc/innovation


