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PREFACE

Vision or Hallucination?

“An open, inclusive information society that benefits all people will
not emerge without sustained commitment and investment.” That was
the main message by UN Secretary-General Kofi Annan to the world
leaders gathered in Geneva in December 2003 at the first World Sum-
mit on the Information Society.

The Geneva Summit ended with a declaration of principles. Human
Rights were emphasized as the cornerstone on which “to build a peo-
ple-centred, inclusive and development-oriented Information Society,
where everyone can create, access, utilize and share information and
knowledge, enabling individuals, communities and peoples to achieve
their full potential in promoting their sustainable development and
improving their quality of life”. Yet those high principles did not find
at the time consensus on how to finance the investments needed to
bridge the “digital divide” and provide all women and men access to
the wealth of information and the potential to communicate that the
new technologies offer. Nor was there agreement on how to govern
that new territory called “cyberspace” or, to be more precise, whether
the management of the Internet would continue to be the exclusive
privilege of the United States or a shared responsibility involving all
governments and other “stakebolders”, a term which includes every
person in the planet, considering the global nature of the network.

Finances and Internet governance, plus most of the issues that particu-
larly concern developing countries, were left to be decided on during a
second round or “phase” of the Summit, to be held in Tunisia mid-
November 2005. Yet, the process of the Summit exposed many difficul-
ties that Southern countries and civil society actors have in ensuring that
their proposals are taken into account. In general, developing countries
do not find it easy to make their voices heard and influence international
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arenas where decisions are made on issues that directly affect them. With
respect to information and communication technologies, the govern-
ments of these countries often do not have sufficient resources and infor-
mation to be able to make informed decisions and negotiate effectively.

The opportunities for countries in the South to participate in an active
and effective way depend on the ability that decision-makers have to
access timely and appropriate information and analysis about the is-
sues at stake, their impact and the possible alternatives. Frequently the
views and interests of minority groups, women, young people and, in
general, all those who have limited possibilities of influencing the poli-
cies adopted at global level are not expressed. The resulting policies
end up privileging the already powerful elites.

In the negotiations leading to the Tunis Summit, and in order to ar-
ticulate the points of view of developing countries and of the poor
within them, the Third World Institute (ITeM) convened a team of
researchers to look, with a Southern perspective, into the key issues at
stake and to draw from their investigations concrete policy recom-
mendations. The first of those papers, focusing on finances and mak-
ing the case for recognizing the Information Society as a global public
good, was commissioned by the Association of Progressive Communi-
cations (APC) and debated during the first meeting of the preparatory
committee of the Summit. The others were possible thanks to the gen-
erous support of the International Development Research Centre of

Canada (IDRC).

“Briefing papers” summarizing the outcomes of the investigations and
offering alternatives for the debates and negotiations circulated widely
among diplomats and civil society participants in the preparatory meet-
ings of the Summit and were discussed in public events.

Special recognition should go to the members of the project’s advisory
board, who offered their guidance throughout the process, helped in
identifying unexplored issues and recruiting investigators and provided
useful comments to the drafts of the papers. Richard Fuchs encouraged
us to develop the idea into a practical project and Alicia Richiero sorted
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out all obstacles to make it possible for the results to be delivered in
time. Magela Sigillito, head of the Internet operations of ITeM, pro-
vided the supportive network, leadership and inspiration for the team,
while Pablo Accuosto coordinated the work with patience, dedication
and enthusiasm. Inés Campanella and Ana Inés Abelenda committed to
providing indispensable research assistance and Soledad Bervejillo’s ed-
iting was essential in making the papers suitable for printing.

The results of that effort, which mobilized researchers from three con-
tinents to produce in record time a comprehensive package of analysis
and proposals, are brought together in this book. Some of their recom-
mendations made up their way into the final documents. Others kicked
off a debate that will continue after the Summit.

At the moment of writing these lines the outcome of the meeting is still
uncertain. This is a good sign. If all documents had been agreed upon
two months before the Summit that could have been a sign of the ne-
gotiators having avoided the tough issues and settling instead for the
lowest common denominator. Instead, all of the important questions
were raised: How should the Internet be governed? How do we make
sure that the infrastructure reaches every village? How should it be
funded when the market fails to provide the investments needed?

Many of the key principles have been agreed upon. The “digital di-
vide” has been identified and diagnosed, market failures have been
recognized, civil society has been invited to the discussion table. But
the political will seems to be missing when it comes to put those prin-
ciples into practice and redistribute a share of power or resources. The
decision-makers, whose responsibility is now to walk the distance from
words to action, should remember what entrepreneurs like to repeat
as a mantra: “Vision without implementation is just hallucination”.

Roberto Bissio

Executive Director
Instituto del Tercer Mundo
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Financing a Sustainable
Information Society



Financing the Information Society
in the South

A Global Public Goods Perspective

PABLO ACCUOSTO AND NIKI JOHNSON

INSTITUTO DEL TERCER MUNDO
WWW.ITEM.ORG.UY

This paper looks at the question of financing the provision of
information and communication technologies (ICTs) in the South,
in the context of the WSIS, advocating the adoption of a “global
public goods” (GPGs) perspective on the issue. First, the authors
provide an overview of what a GPGs approach means in conceptual
terms, looking both at general definitions of GPGs and the
applicability of this concept in relation to ICTs. They then review
the debate about existing or alternative innovative financing
mechanisms that might be used for GPGs provision, linking the
proposed strategies to the ICTs sector. Finally, the authors put
forward a concrete proposal for a financing mechanism, which could
be appropriate for expanding access to and use of ICTs in the South.

This document is based on a paper prepared by ITeM for a series of discussion
papers on ICT policy and Internet rights by the Association for Progressive Com-
munications (APC). Available at: rights.apc.org/papers.shtml.
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Este documento explora el tema del financiamiento para la provisién de tecnolo-
gias de informacion y comunicacion (TIC) en el Sur, en el contexto de la CMSI,
argumentando a favor de la adopcion de una perspectiva basada en el concepto
de “bienes publicos globales” (BPG). En primer término, los autores analizan el
significado de este concepto, sus definiciones generales y su aplicacién al caso
especifico de las TIC. A continuacién, examinan mecanismos de financiamiento
- existentes o alternativos - que podrian utilizarse para la provision de los BPG,
vinculando las estrategias propuestas al sector de las TIC. Finalmente, proponen
un mecanismo de financiamiento que podria resultar adecuado para la expan-
sion del acceso a las TIC en el Sur.

Ce document explore la question du financement des technologies de I'information
et de lacommunication (TIC) dans le Sud, dans le contexte du SMSI, en proposant
I’adoption d’une perspective fondée sur la notion de “biens publics mondiaux”
(BPM). Tout d’abord, les auteurs analysent la notion des BPM, ses définitions
générales et son application au cas spécifique des TIC. Ils examinent les
meécanismes de financement - existants ou alternatifs - qui pourraient étre employés
pour la fourniture des BPM, et établissent des rapports entre les stratégies
proposeées et le secteur des TIC. Pour finir, ils proposent un mécanisme de
financement spécifique pour I'expansion de I'accés aux TIC dans le Sud.



Introduction

The issue of financing information and communication technologies
(ICTs) for development in countries in the South was one of the two
pending issues in the second phase of the ongoing World Summit on
the Information Society (WSIS). The question of how to bridge the so-
called digital divide between the North and the South is addressed here
from the same perspective as that adopted in the WSIS discussions,
focusing on the promotion of universal access through the expansion
of ICT infrastructure and the challenge of finding ways to finance the
latter. This does not mean that we regard these as the only issues to be
taken into consideration when tackling the digital divide.

For instance, beyond the emphasis placed on how to get hold of re-
sources, there is a need for discussion of how these resources should be
invested to ensure that they are used to benefit those most in need and in
order to achieve far-reaching structural changes in countries in the South.
In this respect we believe that there is a need for in-depth studies of local
technological requirements, that consider not only the implantation of
new technologies, but also support for community-level communica-
tions based on “traditional” media, and strengthening of social struc-
tures and processes of capacity-building and citizenship construction.

Second, while expanded infrastructure may ensure physical access to
the global communications network there are other non-physical bar-
riers to access that also contribute to the digital divide. The right to
access and use information is one that may be blocked only too easily,
for example, by pricing, patents' or censorship policies.> On another
level, high-tech equipment may be necessary but it is useless unless
people have the literacy, education, computer-training and capacity-
building required first to operate the equipment, and then to make full
use of the knowledge or information they access. Similarly, developing

1 Such as the WTO-sponsored Trade Related Intellectual Property Rights (TRIPs) or
the World Intellectual Property Organisation’s (WIPO) Patent Law Treaty.

2 See Stiglitz (1999) and the UN Committee for Development Policy’s report on the
fifth session of the Economic and Social Council (UNCDP 2003).
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countries’ high level of foreign indebtedness inhibits their capacity to
contribute to the generation of knowledge, for example, through na-
tional investment in research.

Furthermore, the proposals that emerged in the WSIS process not only
did not question the North-producer/South-consumer model, but did
not contemplate factors that have a decisive impact on development in
the South, such as current systems of protection of intellectual prop-
erty rights, the global trading system that relegates the interests of coun-
tries in the South, or the impact of debt service payments, all of which
could provide the starting point for thinking about real alternatives
for financing. On the other hand, it is necessary that mechanisms be
put in place to ensure that the resources raised are effectively trans-
ferred. While we believe that new strategies for financing for develop-
ment in the South need to be developed, we also believe that at the
same time commitments already made must be effectively complied
with, in the understanding that countries with better overall levels of
human development will create more favourable environments for the
implementation of specific policies to strengthen “information and
knowledge societies”.

We believe that these other dimensions to the question of how to fi-
nance ICTs for development in countries in the South - which were
notably absent from the WSIS debates - are equally relevant, and should
be incorporated into the Summit agenda. However, it is beyond the
scope of this paper to address them in further depth here.

In this paper we explore the potential for addressing the issue of fi-
nancing ICT expansion from a global public goods (GPG) perspective.
First we provide an overview of what such an approach implies in
conceptual terms, looking both at general definitions of GPGs and the
applicability of the concept to ICTs. We then go on to review the de-
bate that has been taking place around the specific issue of which ex-
isting or alternative innovative financing mechanisms might be used
for GPG provision, linking the proposed strategies whenever possible
to the ICT sector. Finally, in our conclusions we review the main ele-
ments of the argument in favour of regarding universal ICT access as a
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GPG and offer a concrete proposal with respect to what we consider
to be the most appropriate financing mechanism for funding expanded
ICT access in the South.

The issue of financing in WSIS

The background

At its 1998 Plenipotentiary Conference in Minneapolis, the Interna-
tional Telecommunication Union (ITU)3 passed a resolution* to ex-
plore the possibility of holding a high-level meeting to discuss global
issues relating to the information society. In December 2001 the United
Nations (UN) General Assembly resolved that the meeting would take
the form of a world Summit at the level of heads of State and govern-
ment, and assigned to the ITU the leading managerial role in the ex-
ecutive secretariat of the Summit and its preparatory process.’ The
WSIS was scheduled to take place in two phases: the first in Geneva, in
December 2003, and the second in Tunisia, in November 2005.

For developed nations the Summit offered an opportunity to promote
expansion of their telecommunications companies in countries in the South.
The way had been paved by the signing in 1996 of the World Trade Or-
ganization’s (WTO) Telecommunications Agreement® promoting the lib-
eralization of communications markets at the expense of the national com-
panies (which were frequently state monopolies) that had regulated the
sector until then. The agreement assured competitive conditions for for-
eign investment in national markets, and held the promise for developing

3 Fifteenth Plenipotentiary Conference of the International Telecommunication Union
(ITU), Minneapolis, USA, October 1998, www.itu.int/newsarchive/press/PP98/. The
ITU, headquartered in Geneva, Switzerland, is an international organization within
the United Nations System where governments and the private sector coordinate
global telecom networks and services. For more information, visit www.itu.int

4 ITU Resolution 73 (Minneapolis 1998): www.itu.int/council/wsis/R73.html
UNGA Resolution A/RES/56/183: www.itu.int/newsarchive/press_releases/2002/
UNGA _res_56_183.html

6  www.wto.orglenglish/tratop_e/serv_e/telecom_e/telecom_e.htm
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countries of increased access to communications, a drop in charges for
international calls and more efficient national telecommunications sys-
tems. Previously, global communications resources had been managed by
the ITU according to an international accounting rate system’” and it was
aware of the fears expressed by developing countries that liberalization
and the opening up of their communications sectors to foreign investment
might not benefit areas lacking services. However, the ITU found itself
sidelined in the new international telecommunications framework pro-
moted by the WTO and backed by the G7, OECD governments and the
international financial institutions (IFIs), in which access prices to com-
munications services are regulated by market forces. Organizing WSIS
therefore represented an opportunity for the ITU to regain its central role
within the cohort of multilateral bodies. The ITU, which at one time had
promoted a vision of international communications that took into ac-
count the interests of the least developed countries,® arrived in 1998 at the
proposal for the Summit with its agenda updated in line with the new
dominant paradigms and in the midst of the growth phase of the “com-
munications bubble” that was to burst in 2000.

The year 2003 found the WSIS process taking place against a backdrop
of political changes in multilateral negotiation processes, marked by a
new central role for countries from the South and a high level of involve-
ment by organized civil society. Tensions between alliances of countries
in the South and the North led to the collapse of the WTO ministerial
meeting in Cancun in September 2003,° coinciding with the third WSIS

7 See “Accounting Rate System”, ITU: www.itu.int/osg/spu/intset/. A statement issued
by the Civil Society Working Group on Access, Infrastructure on WSIS Action Plan
section D (funding mechanisms), calls for “a rehabilitation of the international
‘accounting rate system’ to its former state and functioning” (before 1998). It states
that “the settlement on tariffs for international calls should be considered as an
effective mean of raising financial resources for developing countries” and that “the
shift from the former tariffing rules to the actual ones has led to an annual loss in
African operators revenue by nearly 2 billion dollars a year.”

8  See, for example, the “Maitland Report”, Independent Commission for World Wide
Telecommunications Development, ITU, December 1984.

9  Fifth WTO Conference, Cancun (September 2003): www.choike.org/nuevo_eng/
informes/1236.html
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preparatory meeting and one of the most difficult moments in the inter-
governmental negotiations during the WSIS first phase. Furthermore,
the Summit was led by an organization attempting to recover its leading
role through an agenda based on the expansion of telecommunications
following the laws of the market, at a time when international commu-
nications are in the hands of a few transnational companies and follow-
ing a period of economic contraction and drop in foreign investment, in
particular in the telecommunications sector, where interest dropped
sharply at the end of the 1990s.™ Justifiably, then, expectations around
what could be achieved at the Summit were not high.

The issue of financing

The expressed aim of the UN General Assembly in organizing WSIS
was to provide an effective means of providing support to the ITU in
achieving the goals set at the Millennium Summit'* by developing a
global framework to address the challenges posed by the information
society. One of the clearest challenges in this respect was the new ex-
pression of historic structural inequalities between rich and poor coun-
tries that was given the name of the “digital divide”.**

In the preparatory process it soon became clear that developed coun-
try governments (the United States and European Union in particular)
would do everything in their power to avoid broadening out the WSIS
agenda to include issues that have a decisive impact on the creation
and growth of this divide, such as the conditionalities imposed
on countries in the South by the IFIs or the policies promoted by
developed countries within such bodies as the WTO and the World
Intellectual Property Organization (WIPO) with respect to interna-
tional trade or intellectual property rights. For the most powerful

10 In the case of developing countries, investments during the period prior to the
bursting of the telecom bubble were concentrated in densely populated centres and in
the mobile phone sector.

11 UN Millennium Declaration (September 2000): www.un.org/millennium/summit.htm

12 The gap between those who can effectively use new information and communication
tools and those who cannot. See “Digital Divide Network”:
www.digitaldividenetwork.org/
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governments discussion on the digital divide in WSIS should be limited
to analyzing the problem of lack of access to digital technology affecting
the majority of the world’s population®s and to exploring how to re-
solve it through the development of economically profitable communi-
cations infrastructure.

The Digital Solidarity Fund

In this context, during the second and third meetings of the Prepara-
tory Committee (PrepCom), the Senegalese delegation argued for the
need for a transfer of resources from the North for the development of
Information and Communications Technologies (ICTs) in the South,
with the aim of bridging the digital divide. This transfer would be
based on the notion of “digital solidarity” and channelled through a
“Digital Solidarity Foundation”. The foundation’s mission would be
to manage a “Digital Solidarity Fund” (DSF) that would be fed by
voluntary donations made, basically, in the North.

Reactions to the DSF proposal

While developing countries generally supported the Senegalese pro-
posal, the governments of developed nations - in particular the United
States (US), the European Union (EU) and Japan - strongly opposed
the initiative, which - together with other factors such as modifica-
tions to the current Internet governance schema - caused friction in the
discussions during the preparatory process to the point that it was
feared that the first phase of the Summit would be a complete failure
and that the Geneva meeting in December would be reached without
any prior agreement on the Declaration of Principles and the Plan of
Action. As a result, new rounds of negotiations had to be added to the
agenda in addition to those originally scheduled. Declarations by the

13 Nineteen per cent of the world population accounts for 91% of Internet access. For
detailed statistical information on access see UN Economic Commission for Europe’s
“Monitoring the Information Society: Data, Measurement and Methods”:
www.unece.org/stats/documents/2003.12.wsis.htm and ITU’s “Digital Access Index”:
www.itu.int/ITU-D/ict/dai/index.html
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president of Senegal during the preparatory process even evinced the
possibility that, were references to digital solidarity not included in the
WSIS official documents, Southern countries would walk out, leading
to the collapse of the negotiations as had happened shortly before, at
the fifth WTO ministerial meeting in Cancun.

The US, one of the main opponents of the creation of the Fund, has
argued that financing should be sought through existing mechanisms,
not by creating new ones. US policy for the development of communi-
cations in Africa advocates the liberalization of African markets, which
should be opened up to US private sector investment. This policy finds
its practical application in the “Digital Freedom Initiative” (DFI).™
This proposal represents the further development of the “Leland Ini-
tiative” (LI), launched by the US Agency for International Develop-
ment (USAID) in 1996 as part of the USAID Africa Global Informa-
tion Infrastructure Project. The LI claimed as its overall objective “to
extend full Internet connectivity to 20 or more African countries in
order to promote sustainable development”.'s Despite this laudable
expressed aim, the information provided on the LI web site shows that
promotion of US state and private-sector interests remained the primary
goal of this initiative, determining both whether Internet connectivity
was deemed “desirable and feasible” for any given country and whether
Internet access was expanded nation-wide, including secondary cities
and rural villages. While both the LI and DFI use the rhetoric of ICT for
development it is clear that their ultimate goal remains the creation of
“enabling environments” for the expansion of US corporate interests in
Africa. This role adopted by the US as champion of private sector inter-
ests was made explicit in a press release on the WSIS outcomes issued by
the US delegation, which stated that it was “pleased that commercial
and economic interests from around the world will continue to have a
center seat at the table in the development of the Internet”.

14 Digital Freedom Initiative: www.dfi.gov/
15 Leland Initiative: www.usaid.gov/regions/afr/leland/

16 US Press release on the outcome of WSIS (December 2003): www.us-mission.ch/
press2003/1210USWSIS.html
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The position adopted by governments of the developed world was backed
up by the private sector, one of the three stakeholders - together with
governments and civil society - participating in the WSIS preparatory
process. While companies like Cisco, Microsoft and Hewlett-Packard
maintained a low profile in the process as individual actors, preferring
to participate collectively under the umbrella of the Coordinating Com-
mittee of Business Interlocutors (CCBI), they did take advantage of the
platform provided by WSIS to announce that they were injecting hun-
dreds of millions of dollars into communications for the South through
partnerships with governments or international organizations like the
ITU or UNDP. In fact, the majority of these resources consists of trans-
fer of equipment and software programmes for education centres in the
South, a strategy designed to create loyal new markets.

For their part, civil society organizations participating in the Summit,
concerned at the lack of progress during the preparatory process on
essential issues related to the information society, made several state-
ments indicating that market-based development solutions often fail
to address more deep-rooted and persistent inequalities in and between
countries of the North and South and that democratic and sustainable
development of the information society can therefore not be left solely
to market forces and the propagation of technology.

WSIS first phase outcomes

In December 2003, following complex negotiations, a Declaration of
Principles and Plan of Action were approved in Geneva, as official
WSIS outcome documents. The final text of the Declaration of Princi-
ples did not establish the fund as proposed by Senegal. Instead, it rec-
ognized “the will expressed on the one hand by some to create an
international voluntary ‘Digital Solidarity Fund’, and by others to un-
dertake studies concerning existing mechanisms and the efficiency and
feasibility of such a fund.”

Since no consensus could be reached on the creation of the DSE, the
governments agreed to include a “Digital Solidarity Agenda™ in the
Plan of Action (section D, paragraph 27). In short, what this agenda
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proposes is the proper implementation of existing financing mecha-
nisms, such as those agreed on in the Monterrey Consensus, which
have not been effectively applied by developed countries, and an evalu-
ation study of them to be completed by December 2004. This review
was to be conducted “by a Task Force under the auspices of the Secre-
tary-General of the United Nations and submitted for consideration to
the second phase of this Summit”.

Shortly before the conference closed, the cities of Geneva and Lyon
and the Government of Senegal announced contributions totalling about
one million euros, representing the first three payments towards the
DSF, thus rescuing the initiative from a sense of total failure. Many
local and national governments then expressed their willingness to
contribute to the DSE. The United Cities and Local Governments'” has
made a call for their constituents to participate.

WSIS second phase

The Task Force on Financial Mechanisms (TFFM)*® was set up by the
United Nations Development Programme (UNDP) on behalf of the
UN Secretary General. The TFFM main goal was to complete its re-
view by December 2004, in order to submit it to the WSIS community
for discussion at the PrepCom-2 of the second phase. Both the process
and the outcomes of the TFFM raised serious concerns, particularly
from civil society organizations, as the process of convening the TFFM
suffered from lack of clarity and transparency and the report did not
succeed in finding a way out for the entangled governmental negotia-
tions. APC - the only civil society organization participating in the
TFFM - in a letter addressed to former UNDP Administrator Mark
Malloch Brown expressed that the TFFM findings and conclusions
would not contribute to resolve the impasse on financing issues be-
tween governments that led to the establishment of the TFFM.* The

17 United Cities and Local Governments: www.cities-localgovernments.org/uclg/
18 Task Force on Financial Mechanisms (TFFM): www.itu.int/wsis/tffm/
19 www.choike.org/documentos/TFFM_Open_letter_from_APC.pdf
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negotiations on financing ICTs in the second phase of the WSIS proc-
ess were therefore resumed more or less from the same point at which
they had been left at the end of the first phase and, consequently, by
the end of the PrepCom-3 of the second phase - the last meeting origi-
nally scheduled in the WSIS process - there were still paragraphs on
finance that remained into brackets in the draft documents.

Some general agreements were, nevertheless, reached at PrepCom-2 in
February 2005, including a sudden “welcome” to the DSF established
in Geneva “as an innovative financial mechanism of a voluntary na-
ture” that would “complement existing mechanisms for funding the
Information Society, which should continue to be fully utilized to fund
the growth of the new ICT infrastructure and services”. Continuing
lobbying actions from civil society organizations also achieved the in-
clusion of some timid language into the official documents, that state
that “market forces alone cannot guarantee the full participation of
developing countries in the global market for ICT-enabled services”
and recognizes the crucial role of public finance in providing ICT ac-
cess and services to rural areas and disadvantaged populations.

The official WSIS outcomes, then, express good intentions, acknowl-
edge an existing fund - and, maybe, open a new space of policy dia-
logue - but in no way provide concrete mechanisms to address the
disparities in access to information and communication in developed
and developing countries.

The global public goods approach

The rejection by several Northern governments to promote the creation
of new and innovative financial mechanisms for ICT for development
on the grounds that existing financing for development mechanisms
should be used to bridge the digital divide - presumably along the lines
of the US DFI project - poses the question of whether there are feasible
alternative approaches to ensuring provision of universal ICT access.
This implies not only looking at which existing funding sources could be
tapped or alternative financing mechanisms developed, but also raises
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the issue of how the goal of universal ICT access should be conceptual-
ised and how it fits in with or differs from traditional development goals.
One conceptual approach that has gained ground in terms of its applica-
bility to the issue of expanded ICT access is the “global public goods”
(GPG) framework. In the sections that follow we look at how GPGs
may be applied to global connectivity, global communications networks
and the Internet.

Defining global public goods

The concept of GPGs came to the fore in 1999 with the publication of
the UNDP book Global Public Goods - International Cooperation in
the 21st Century (Kaul et al 1999). Since then the concept has gained
prominence in the context of intern