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Introduction

In December 2003, the United Nations staged the first “World Summit on the Information
Society,’ bringing to the forefront of public attention the political, social and development
issues associated with the new information and communication technologies (NICT). The
rapid diffusion and the specific characteristics of the new, digitally based technologies,
with the Internet their flagship, bring about new challenges for economic development,
social usage, and political regulation worldwide. Their decentralized and cross-border
nature opens up new channels of communication and media use, transforming the
structures of the public sphere. How to use the opportunities and how to cope with the
challenges presented by the NICT are objects of debates, conflicts and complex decision-
making processes involving diverse actors and interest groups. It is these ‘politics of the
Internet,” that are the subject of this work.

While the development of the NICT has been dominated by the industrialized nations,
the technologies have since made their way into all countries, and their effects and
implications have a global reach. The distribution of the benefits of the new information
and communication technologies, however, presents dramatic disparities between North
and South, between urban and rural areas, and between different social groups. The
dominant discourse falls short of providing an adequate analytical framework when it
conceives of these inequalities as a ‘digital divide,” isolating the issue of the NICT from
their much broader economic and social context and suggesting ‘digital solutions.” In
contrast, this work argues that the disparities in NICT access and use must be understood
as an expression of the general ‘development divide’ with its sharp economic and social
polarization. The challenge therefore is less ‘to bridge the digital divide,” and more to ask
how the NICT can contribute to fostering development, not merely in terms of economic
growth, but as overcoming social, economic and political structures of exclusion and
inequality.

It is the premise of this investigation that, as historian Melvin Kranzberg once put it,
“Technology is neither good nor bad, nor is it neutral” (Kranzberg 1985:50). A computer
is a very different kind of tool in a country like Germany than it is in rural Africa, where
70 percent of households do not have electricity. As much in its development as in its
application and use, technology is intrinsically shaped by its economic, political and
social environment (cf. Williams/Edge 1996). Context matters. Nevertheless, most
studies on the impact of the NICT have focused on the industrialized nations or on global
trends. The lack of substantial studies in Third World countries, with their very different
socio-structural conditions, economic problems and developmental needs, has been
pointed out by a number of authors (e.g. Wilson 1997; Press 1996, 1997; Hamelink
1997). This work contributes to redressing these shortcomings, inserting the question of
the political implications of the NICT in the broader context of the political economy of
Third World development. In doing so, it highlights the specific challenges posed by the
NICT in the context of different political regimes and development strategies.
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We must begin by comparing the particular characteristics of the NICT to the ‘old
ICT,” such as traditional mass media or the ‘plain old telephone.” These different
characteristics include the greater tendency of the NICT to minimize previously existing
barriers of time and space, including national boundaries. We will also focus on the
possibilities of the computer network-based NICT, as a new type of many-to-many
media, to circumvent the filter mechanisms of the established mass media.

Given the cross-border character of the Internet, it has become a common argument
that the Internet, as an intrinsically pluralist medium, will inevitably have a
‘democratizing’ effect on non-pluralist systems. As one author put it, demonstrating the
triumphalism often associated with this idea: “The virus of freedom, for which there is no
antidote, is spread by electronic networks to the four courners of the earth” (Wriston
1997:172). However much en vogue, such generalizing and technologically determinist
approaches lack analytical substance. If the NICT have specific social or political effects,
it is so because specific actors use them in specific ways. These interactions need to be
explored in empirical studies.

Turning against the ‘conventional wisdom’ that the Internet is inherently a force for
democracy Kalathil/Boas (2003:2) argue:

“Proponents [of the ‘democratization thesis’] see the Internet as leading to
the downfall of authoritarian regimes, but the mechanisms through which
this might occur are rarely specified. Instead, popular assumptions often
rest on anecdotal evidence, drawing primarily on isolated examples of
Internet-facilitated political protest. Subsequent assertions about the
technology’s political effects are usually made without consideration of
the full national context in which the Internet operates in any given
country.”

While much of the literature has focused on the ‘democratizing effect’ of the Internet
under authoritarian regimes (e.g. Kedzie 1997, Ferdinand 2000), the questions of
democracy associated with the NICT in fact go back much earlier. The NICT are of
central importance for pluralist democracies as well, since the core of democracy for the
individual is citizenship. Access to information and the right to communicate are vital
aspects of meaningful citizenship. To the degree that the NICT increasingly become
central channels of information and communication, they are never only ‘products’ in the
economic sphere, but by their very nature they are an eminently political issue. An
equitable social distribution of access and use of the NICT is not just one among many
desirable material development goals, because it also touches on the very substance of
civic and social citizenship and, hence, democracy.

Since information and communication are the essential building blocks of the public
sphere, the state and other public and private actors find themselves with important
societal responsibilities and regulatory functions regarding the NICT, just as they do with
traditional mass and individual media. As a result, particular problems arise from the
contradiction between the essentially national character of political organization, in
which laws and norms are established and enforced, and the inherently transnational
character of the World Wide Web and other NICT applications of global reach.
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In this study we will guard against a widespread approach in the literature on the
NICT that seems blinded by their ‘newness’ and which, by emphasizing the
‘revolutionary’ character of the Internet and related technologies, tends to become
(deliberately or by negligence) ahistoric. Instead, we shall pay particular attention to
previous experiences of computer technologies, mass media and telecommunications in
Third World development, considering such experiences indispensable to understanding
the particular challenges posed by the new ICT.

Such an approach recognizes that the NICT build as much on existing technological
infrastructure as on administrative and organizational schemes established in the
telecommunications sector. A central focus in our analysis, therefore, corresponds to the
structures and transformations of what we have termed the telecommunications regime.
By this we will understand the specific configuration of economic, social and political
actors, stakeholders, and regulatory frameworks—including structures of ownership and
market, pricing schemes and patterns of diffusion and consumption, legal rules,
administrative norms and technological standards of the telecommunications sector in
any given country or region.

Far from the hype and sensationalism often associated with the ‘new economy’ or the
‘Internet age,” the present analysis is based on two in-depth empirical country studies. It
may be surprising that we chose the nation-state as the object of analysis, since a
withering away of national competencies and the erosion (if not the end) of the nation-
state are central themes of the current literature on globalization in general and on the
NICT in particular. However, we think that the structures of the nation-state persist as a
prime arena of political and social conflict. Wilson (1997:10) writes:

“However transnational the issues may be, national politicians and
policymakers first calculate their consequences at the national level. The
most interesting questions are institutional and political, posed and
answered at the national level.”

To this, we need to add two things: first, it is not only ‘politicians and policymakers’ but
social, political and economic actors of all sorts that deserve our attention; and second, if
the focus of analysis is on the actors, structures and decisions within the political realm of
the nation-state, these have to be analyzed precisely in their interrelation with global
processes and international forces.

Given the research focus outlined above, for the empirical case studies we chose two
Third World countries with strongly contrasting political and economic systems. In fact,
the two countries have become perhaps the most celebrated ‘models’ of their respective
ideological sides. The first is Costa Rica, which represents one of the most stable regimes
of political democracy and one of the few examples of a relatively inclusive model of
capitalist development in the Third World. The strategy of industrialization via the
substitution of imports (ISI) Costa Rica followed since the early 1950s was the dominant
paradigm not only in Latin America, but also for many of the decolonizing nations in
Africa and Asia. The second country is Cuba, which after the Revolution of 1959, under
the leadership of Fidel Castro, became the most prominent model of state-socialist
development in the Third World. Most countries radically breaking from capitalist
economic structures adopted some variant of state-socialist development.
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In the 1980s and 1990s, the time-span that saw the public breakthrough and mass
usage of the core technologies of the NICT, both of these development paradigms entered
into crisis, and, in the context of the Third World’s debt crisis and the transformations
generally associated with the term ‘globalization,” they largely gave way to the
dominance of the neo-liberal paradigm.

The demise of the Soviet Union and the end of the Cold War opened the way for a
profound reconfiguration of international politics, with the United States as the world’s
only ‘super-power.” Economically, the now globalized world market became, more than
ever, the ultimate benchmark of the standards of production and consumption in any part
of the world. For Third World development, liberalization and deregulation became the
guiding stars as promoted by the ‘Washington Consensus’ (Williamson 1990).

It has become a standard wisdom to identify the NICT as a key element of the ongoing
process of globalization. At the same time, their diffusion itself has been greatly
conditioned by these global transformations. Therefore, this study will have to pay
particular attention to the implications for the NICT of these processes of crisis and
transformation of the ISI and state-socialist development models. One aspect of central
importance in this is the transformation of the telecommunications regime, where the
privatization and liberalization of state monopolies became a prominent issue in the shift
to the neo-liberal paradigm.

For this analysis of the ‘politics of the Internet in Third World development,” the
following research-guiding questions for the empirical country studies are considered:
Which issues associated with the introduction, diffusion, use, regulation, and production
of the NICT have become central topics in the political arena? What actors and which
factors can be identified as shaping the political decision-making processes? To what
extent do the NICT open up new forms of articulation and participation for social or
political actors? What is the role played by international actors and global governance
structures?

In which ways do the specific social, political and economic contexts shape the use
and regulation of the NICT? How do political actors resolve the tensions stemming from
the national character of the political and social institutions in any particular country and
from the inherently global character of the NICT? What implications do the
transformation of the telecommunications regime and, in particular, the privatization and
liberalization of the former state telecommimications monopolies have for NICT use,
diffusion and regulation?

What national NICT policies are formulated? Within these, what is the role of the
state, and what is that of other public and private actors? What is done to pursue the goal
of ‘universal access’? What efforts are made to insert the country in the global economy
not only as consumer, but also as producer of NICT, and how is this addressed in national
development strategies?

Of course, not all of these questions apply to all countries to the same degree. An issue
that may be the center of heated debate in one nation may pass almost unnoticed in
another. If in Cuba, it had been a central and long disputed political issue whether the
country should or should not connect to the Internet, in the Costa Rican case there is
simply no analogous discussion. Given the greatly differing cases, the two analyses will
not follow an identical form, but will emphasize the most relevant issues for the
particular country.
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As noted in the acknowledgements, much of the work leading to this study was carried
out during a 2%-year research project at the Institute for Iberoamerican Studies in
Hamburg, Germany (cf. Herzog/Hoffmann/Schulz 2002). The empirical country studies
are based on field stays in Costa Rica (April/May 2001), Cuba (May 2000 and April
2001), and the United States (March 2000), as well as on a comprehensive survey of the
available primary and secondary literature. The field stays facilitated numerous formal
and informal interviews with a broad range of social and political actors, as well as with
NICT users.

Following the introduction, this work is divided into three parts. Part I (chapters one
and two) provides an extensive analysis from a political perspective of questions raised
by the NICT and Third World development, which will take up many of the threads
briefly outlined above. Having used the term ‘new information and communication
technologies’ so frequently already, we will start out with a more precise definition and
the exploration of the essential characteristics of these technologies. In the ensuing step,
we will assess the present disparities in global NICT access and use and, in critique of the
‘digital divide’ concept, propose an alternative conceptualization that better inserts the
issue of the new information and communication technologies into the context of Third
World development. Following this, the contrasting development experiences of the ISI
model and the state-socialist development model are compared, with particular attention
to the role of communications, technology and telecommunications. Part I closes with an
analysis of the transformations of the telecommunications regime in the 1980s and 1990s
and an outline of the essential political issues regarding the NICT in Third World
Development.

On this background, the work proceeds to the empirical country studies, first of Costa
Rica (Part II, including chapters three and four) and then of Cuba (Part III, including
chapters five and six). Chapter three discusses the structures and transformation of Costa
Rica’s development model path and its political regime. In this context, the failed
liberalization of the country’s telecommunications regime can be analyzed as a
paradigmatic conflict, which provoked major social tensions and led Costa Rica to enter
the 21st century, very much against the international trend, with a strengthened state
monopoly that includes Internet services and mobile telephony. Chapter four examines
the state-led efforts for modernization and socially inclusive diffusion of the NICT, and it
explores the structural turn in Costa Rica’s development conception associated with the
attraction of a large-scale Intel computer chip plant at the end of the 1990s.

The following country study on Cuba also opens with an outline of the structures and
transformations of the country’s state-socialist development, as the profound crisis since
the late 1980s made a major re-articulation of the socialist system and the partial opening
to the world market inevitable. We will then analyze how this process included a far-
reaching transformation of the telecommunications regime, in which the state monopoly
company was turned into a joint venture with foreign capital and a significant
modernization and expansion of the long-neglected telecommunications system was
undertaken (chapter five). Chapter six analyzes the thorny political decision-making
process leading Cuba to join the Internet in a situation in which the Cuban government
fiercely defended the state monopoly over mass media while the U.S. administration
hailed increased communication as a prime means to promote regime change on the
island. The chapter goes on to analyze the difficulties and ambivalences arising from the
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approach adopted by the Cuban government, which seeks to actively promote the
‘Informatization of Society’ while emphasizing control and restricting individual Internet
use.

Finally, chapter seven sums up the findings of the country studies in comparative
perspective and proposes conclusions to be drawn from these contrasting cases for the
analysis of ‘the politics of the Internet in Third World development.’
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Chapter One
The New Information and Communication
Technologies (NICT): Comparative
Experiences and Present Disparities

NICT—OR WHY WE INSIST ON SUCH A LENGTHY TERM

If the title of this work refers to ‘the politics of the Internet,” this is a somewhat
metaphorical formulation. In fact, ‘the Internet’ is just the most prominent aspect of what
more correctly is called the ‘new information and communication technologies,” or
abbreviated: NICT. Other authors omit the ‘new’ and just speak of the ‘information and
communication technologies,” or ICT, others of ‘information technologies,” or IT.

Although we have no major interest in semantic disputes, we want to insist on the
importance of including the aspect of ‘communication,” and not only ‘information.” In the
recent international discussion, this topic has risen strongly: the widely publicized term of
the “information society’ has been explicitly criticized and confronted with the call for
‘communication rights,” which emphasizes the human rights dimension of the issue and
implies shifting the discourse from ‘users’ or ‘consumers’ to ‘citizens.” Cees Hamelink,
Professor of International Communication at the University of Amsterdam and for many
years a leading voice in the field, noted in his keynote address to the first preparatory
meeting for the 2003 World Summit on the Information Society (WSIS):

“It is disconcerting that in the context of the ‘Information Society’ the
notion ‘communication’ has disappeared. Yet, the real core question is
how we should shape future ‘communication societies.” Oddly enough,
the UN World Conference on Human Rights (Vienna, 1993) did not refer
in its Final Declaration to communication. There was only mention of
information and news. Such an essential omission should not be repeated
in the Final Declaration of the 2003 WSIS. (...) The Summit would make
a real difference if a human right to communicate would be formally
recognized. (...) The key challenge is to ensure that citizens—their rights,
freedoms and responsibilities- should guide the outcome of the Summit.”

The focus on ‘communications rights’ has become a rallying call of civil society
organizations working on these issues. A major political campaign launched by a number
of articulate non-governmental organizations is in fact named ‘Communication Rights in
the Information Society,” CRIS. Importantly, too, in common usage ‘communication’
tends to imply much more a bilateral process than ‘information” which more often than
not is perceived as a one-way process of provision and diffusion of information.
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Finally, when speaking of the new information and communication technologies, the
use of the word ‘new’ deserves a note of explanation. We are aware of the relativity of
this adjective, not only because it gives a vague temporal idea which inevitably is
devaluated with the passing of time, but also because today’s ‘new’ information and
communication technologies are the fruit of a rather long evolutionary process. In
addition, the ‘new’ ICT are inseparably bound up with the “old’ ICT: to provide Internet
access, the ‘new’ computer-modem uses the ‘old” copper wires of the telephone system
etc. In particular, any analysis of the political issues concerning the NICT will have to
include the telephone system, which not only provides essential infrastructure for most of
the NICT, but whose structures and regulations also determine much of the conditions
under which the NICT are introduced and used.

Being aware of how blurred the dividing line is between ‘old” and ‘new’ ICT, we
nevertheless feel it necessary to use the term ‘new’ in order to make it clear from the
beginning that the central interest of this study is not on printed press, radio, television or
other ‘classic’ ICT but rather on the political implications of those new information and
communication technologies that found their flagship in the Internet and whose definition
and characteristics we shall discuss in the following section.

THE CHARACTERISTICS OF THE NICT—DIGITIZATION AND
ITS IMPLICATIONS

What are we speaking of when we talk of the ‘new information and communication
technologies’? To put it in one sentence: The term NICT refers to the converging set of
technologies in microelectronics, computing, telecommunications, and broadcasting,
whose common feature is digitization.

Digitization means the process by which information, whether in form of text, data,
sound or image, is broken down into the digital, binary language of computers, into ‘0’ or
‘1, ‘yes’ or ‘no,” ‘on’ or ‘off.” This conversion of information from very different
sources into the binary digits universally readable by computer opened up the possibility
for the integration of products, industries and media that hitherto had been developed and
used separately. Thus, digitization brings together the formerly separate spheres of
telecommunication companies, broadcasting, computer manufacturers and data
processing industries, entertainment business, office functions etc. It is precisely this
ability to create an interface between the most diverse fields through a common digital
language that has been crucial for the enormous pervasiveness and ubiquity of digital
technologies, which can be found in nearly all spheres of life, from kitchen appliances to
space-based weapon systems. Due to the convergence and integration of these digital
technologies, the impact of any specific innovation is not limited to specific technological
and social areas but potentially reaches an immensely wide field of technology and social
organization. Given the centrality of this aspect for society as a whole, authors speak of
the “digital era” (Hewitt de Alcantara 2001), the “digital world” (Negroponte 1995),
“digital capitalism” (Schiller 1999) etc.

A widely accepted definition defines “information and communication technologies”
in general as
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“all those technologies that enable the handling of information and
facilitate different forms of communication among human actors, between
human beings and electronic systems, and among electronic systems”
(Hamelink 1997:8).

We can adapt this definition by adding the aspect of digitization to arrive at a formal
definition of what we will understand as NICT in this work: All those technologies on
digital base that enable the handling of information and facilitate different forms of
communication among human actors, between human beings and electronic systems, and
among electronic systems.?

If the convergence and integration of different technologies is a central feature of the
NICT, this is accompanied by a second aspect of fundamental importance: the dramatic
increase in capacity and speed of information transmission through global computer
networks (with the corollary of sharply decreasing costs), greatly reducing hitherto
existing barriers of time and space. If traditional media and communication structures
largely developed on a national or regional level, the transnational nature of digital
networks creates new challenges for national regulation, from legislation—what is illicit
in the sending country can be perfectly acceptable in the receiving country—to price
setting or security issues. If there have always been transnational flows of communication
of some kind, their dimension is dwarfed by the immensely greater velocity, flexibility
and quantity of cross-border communication and information transmission potentially
facilitated by the NICT.

Another important characteristic of the NICT has been the fast pace of technological
change, the most cutting-edge technological innovations passing into obsolescence within
a number of years, rapidly devaluing costly hardware and acquired user knowledge. As to
the manufacturing side, the brief marketability of NICT products makes the orientation
on as large a market as possible more imperative than ever in order to obtain sufficient
economies of scale.

Of course, many more aspects of the NICT are derived from the above-sketched
process of digitization and its consequences.® One rather little noted aspect should be
pointed out: digital technologies also dilute earlier dividing-lines between mass and
individual media, between one-to-many communication (radio, television etc.) in the
public sphere and one-to-one communication (telephone, letters etc.) in the private
sphere. E-mail, for instance, can be both, a one-to-one medium as much as a message
broadcast to a million receivers at the same time. (Again, this dividing-line was blurred
before, too, but the NICT have further undermined this distinction.)

A final clarification should be made. The excitement surrounding new information and
communication technologies has led many to excessively extend the meaning of these
terms. Therefore it should be noted that in this study we will not include as NICT genetic
engineering, as suggested by Castells (2000:29, 54-59) with the unconvincing argument
that “it is focused on decoding, manipulating, and reprogramming of the information
codes of living matter” (ibid: 29); nor do we include progress in agricultural or medical
science, as does the United Nations Development Program’s Report on “Making new
technologies work for human development” (UNDP 2001); nor do we find it useful to
combine the issue of the NICT with advances in science as such or with a diffuse
category of ‘knowledge,” as does the World Bank’s recent “Knowledge for
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Development” report (World Bank 1998:1), where this concept includes everything from
birth control to software engineering to in formation problems about the creditworthiness
of a firm.

THE NICT EVOLUTION

In regard to the NICT, the term ‘revolution’ appears frequently, underscoring a notion of
historical discontinuity. A typical example is Manuel Castells, whose trilogy on “The
Information Age” (Castells 1997, 1998, 2000) has become a standard reference and
probably the most widely cited social science work on the topic. The opening chapter
announces “The Information Technology Revolution,” and it starts precisely by making a
case against historical gradualism and localizing the “end of the twentieth century” as
“one of these rare intervals in history” adequately termed “revolution” (Castells
2000:28f).

We, however, prefer to keep some distance from the term ‘revolution’ in considering
the NICT. This is by no means to minimize the great dynamics of change associated with
these technologies—that upheaval, in fact, is a central motivation of this work. But the
emphasis on the historical discontinuity risks underestimating the continuities involved in
the process—as much in the technological innovations themselves (as we will see in the
following pages) as in their adaptation in the social, political and economic context (a
subject to be examined in detail in the empirical country studies). Terms like the
‘information technology revolution’ etc. tend to imply that the technological
discontinuity goes hand in hand with a ‘revolutionary’ discontinuity in social and
political relations. Such an implication often blurs the dividing line between the analysis
of empirical evidence and—especially where the empirical evidence does not live up to
the proclaimed epochal dimensions of change—postulates of what should change, which
opens a wide field for ideological preferences of all sorts.

If we focus in this work on the time from the late 1980s/early 1990s until today as the
time-span which saw the public breakthrough and mass usage of the core technologies of
the NICT, this is not to ignore that this process was based on a long list of technological
innovations and evolutions that took place earlier. Effectively, if the NICT are
characterized by a complex process of technological convergence there is no single
historical moment to be named as the starting-point.*

The early breakthroughs in computer technology can be traced back to the first
mechanical, programmable binary computing machine constructed by Konrad Zuse in the
living room of his parents’ apartment in Berlin in 1938, and the IBM-supported
development of an electro-mechanical calculator in the United States in 1939. The first
general purpose computer, the 30-ton ENIAC, was revealed in 1946, but in fact it had
been developed during World War Il under the auspices of the U.S. Ministry of Defense.
Since then, the evolution of computer technology has been marked by a process of
seemingly endless miniaturization of the hardware components with at the same time
exponentially increasing computing power and massively decreasing costs. Crucial steps
were the invention of the transistor in 1947; the introduction of silicon as a path-breaking
new material in 1954; the first integrated circuit in 1957; the production of the first
microprocessor by Intel in 1971; the first commercially successful microcomputer from



The politics of the internet in third world development 14

Apple in 1976; and IBM’s Personal Computer (PC) introduced in 1981, soon cloned in
South East Asian countries on a large scale to become the prime international standard
for microcomputer hardware. These hardware developments were accompanied by the
creation of a breakthrough operating system by the founders of Microsoft, laying the
foundations of today’s dominating software giant.

Essential innovations also were made in the telecommunications sector. Since the late
1960s and 1970s, digital switches and digital transmission facilities were developed. The
era of orbital satellites was inaugurated when the Soviet Union successfully launched the
Sputnik in 1957. Shocked by this technological leap of their Cold war adversary, large-
scale investments by the United States and Western countries in space technology
followed, and notably in the 1970s and 1980s, satellites became increasingly important in
the transmission of international telephone calls, television programs, and other data
traffic. In the 1980s, besides the inauguration of mobile telephony, crucial advances for
NICT development were also made in optoelectronics, namely fiber optics and laser
transmission, and in digital packet transmission technology.

In computer networking, the origins of the Internet in the United States are directly
linked to the military logic of the Cold War confrontation with the USSR. The ‘Sputnik
shock’ prompted the U.S. Department of Defense to create the Advanced Research
Projects Agency (ARPA) in the late 1950s; and it was the Cuban Missile Crisis of 1962,
when the two super-powers came closer than ever before to a nuclear conflict, that led the
U.S. Air Force to commission a study by the RAND corporation, the U.S. military’s most
prominent think-tank, on how to maintain a workable communication structure in the
aftermath of a nuclear exchange. This study, titled “On Distributed Communication
Networks” (Baran 1962), laid the theoretical foundations for what was to become the
Internet, and ARPA was the institution to follow up on this work in practice. Finally, in
1969, the year of the first manned landing on the moon, the milestone in computer
networking was set by the inauguration of the ARPANET, the ‘mother of the Internet,’
explicitly designed to provide the country’s military with a decentralized communications
system invulnerable to nuclear attack.

Crucial for the further success of the NICT, however, were also breakthroughs far
beyond military considerations, especially in the routing architecture and in the network
communication protocols. Between 1978 and 1980 the Transmission Control
Protocol/Internet Protocol (TCP/IP) was developed that still as of today is at the base of
the world’s Internet traffic. Another decisive element for the rapid diffusion of computer
networking was an invention by two young Chicago students in 1978: the modem, which
modulates digital computer signals into analogue telephone signals and vice versa, thus
providing for a low-cost solution to connect personal computers to the global networks
via ordinary telephone lines. In terms of applications of computer networking, a crucial
early push came from the spread of e-mail communication, first introduced in 1971.

It has been argued that the 1970s mark the “technological divide” (Castells 2000:53)
in that in this decade a set of crucial technological innovations came together. However,
it was not until the late 1980s and 1990s that the core technologies of the NICT fully
emerged and saw their public breakthrough and diffusion. A highly symbolic moment for
this was in 1990, when scientists from the European Organization for Nuclear Research
(CERN) presented the concept of the World Wide Web with its ingenious ‘hypertext’
architecture (they also set up a universal standard address format for the web, the uniform
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resource locator, URL). Together with the invention of a graphical web browser (Mosaic
first, then Netscape) in 1993/94, these steps were decisive in facilitating the
transformation of computer networking from an expert issue into an everyday application
for a wide public.

Since then, the active use of the NICT increased rapidly in virtually all sectors of
society. Major applications such as e-commerce began to take shape in the mid-1990s. In
1993, the U.S. administration was the first government to establish its own website
(http://lwww.whitehouse.gov/), with institutions like the United Nations and the World
Bank following in the same year and a myriad of public and private institutions all over
the world in the years to come. In 1994, commercial users for the first time outnumbered
academics on the Internet; search engines were developed that added tremendously to the
practical usefulness of the Internet; multimedia applications began to become popular and
broadband communication started to spread beyond institutions and business to
residential users. The World Wide Web increasingly became world wide indeed: By
1997, almost all countries of the world had established some form of Internet connection
and had acquired their national domain name.

In telecommunications, the 1990s saw the rapid increase in the diffusion of mobile
telephony, first as an elite tool in the industrialized countries, but soon expanding to
wider use and to Third World countries. In 1997, third generation cellular phones were
presented which facilitated mobile Internet access. Internet telephony—also known as
“Voice-over-1P’ (VolP)—became technologically possible and caught the attention of
U.S. telecommunication companies which in 1996 asked the U.S. Congress to ban the
competing technology.

In the history of NICT development, much of the public imagery is occupied by the
sagas of individual pioneers, from that mythical Californian garage, where two high
school drop-outs hand-crafted the first micro-computer to become a leading global
company within only six years, to the personal success story of Bill Gates, and others.
However, as much as individual creativity in counter-cultural milieus has contributed to
the NICT development, the fundamental role played by the U.S. state and military and by
big business and ‘big science’ cannot be overlooked. This goes well beyond the
development of the ARPANET. In fact, military contracts and the space program were
essential markets and funding sources for the U.S. computer and electronics industry as
well as for networking innovations. Even the Reagan administration, however anti-statist
in its neo-liberal discourse, in practice was decisively state interventionist in the
technological field, with the ‘Star Wars’ missile defense program creating enormous
flows of government money for research and development by public institutions and
private companies. “The Internet’s emergence”—concludes Schiller (2000:8)—*"had
nothing to do with free-market forces and everything to do with the Cold War military-
industrial complex.” Also Castells, in a somewhat surprising turn after his strong
emphasis on the crucial importance of networking structures and countercultural milieus
in the innovation process, resumes: “The state, not the innovative entrepreneur in his
garage, both in America and throughout the world, was the initiator of the Information
Technology Revolution” (Castells 2000:69).

As for today, there still are celebrated niches in the NICT industry where small actors
may outsmart much bigger ones. However, this should not disguise the fact that, as a
consequence of the globalized large-scale production and the high research and



The politics of the internet in third world development 16

development costs, in most segments of the NICT only a very limited number of
transnational companies dominate 90 percent or more of the world market. The anti-
monopoly suits against Microsoft in U.S. courts—though effectively cut short by the
Bush administration in 2002-brought the dangers of such a concentration of economic
and technological power to broad public attention.

GLOBAL TECHNOLOGIES AND GLOBAL DISPARITIES: A
FIRST ASSESSMENT OF THE UNEQUAL DISTRIBUTION OF
THE NICT

The dynamics of the worldwide NICT diffusion have been indeed impressive. If in
August 1981 there was a worldwide total of 213 Internet host computers—that is, a
computer or server directly linked to the global Internet network, usually serving a
variety of other client computers—and a few thousand users, these numbers since have
multiplied at a breathtaking speed. For the end of 2001, the International
Telecommunication Union (ITU) counted no less than 157 million host computers
world\évide (ITU 2003), and the estimates for global Internet users passed 600 million
(ibid).

However, the distribution of growth was far from equal. The nations with highest host
density are the industrialized or high-income OECD countries—and 73 percent of all
Internet host computers are concentrated in only one country, the United States (ITU
2003; see also UNDP 2002, Norris 2001). In contrast, the seven most populous countries
of the Third World, China, India, Indonesia, Brazil, Pakistan, Nigeria and Bangladesh,
home to more than half the world’s population, share only 1.6 percent of worldwide
Internet hosts (ibid). Figure 1 shows the worldwide distribution of Internet hosts by world
regions.

We get a similar, though not quite as drastic picture when looking at Internet user
numbers, which show a strong positive correlation with GNP per capita (ITU 2003). At
the end of 2002, high-income OECD countries, though making up only 14 percent of the
world’s population, accounted for more than two thirds of worldwide Internet users (ibid)
whereas the 14 percent of the world’s population living in Nigeria, Bangladesh,
Indonesia, the Philippines, Brazil, Ethiopia and Pakistan account for less than 0.5 percent.
The distribution by world regions shows that 28.1 percent of the world’s 600 million
Internet users are living in the United States or Canada, 27.7 percent in Europe, 35.0
percent in Asia, 1.7 percent in Australia and Oceania, 6.0 percent in Latin America, and a
mere 1.5 percent in all of Africa (see figure 2).



The new information and communication technologies (NICT) 17

Asia 84- l

Oceania 1.9—, | Africa 0.2

/

Europe 11.7

Latin America 2.7 —_ \

[USA & Canada 75.1

Figure 1 Internet Hosts by World
Regions, December 2002

Source: ITU 2003

Africa 1.5%
. Europe 27.7%
Asia 35.0%
Oceania 1.7%—
Latin America 6.09% USA & Canada
28.1%

Figure 2 Internet Users by World
Regions, December 2002

Source: ITU 2003

Behind these aggregate regional figures, however, lie great differences within the
continents. Asia includes nations with high internet access rates like the OECD countries
Japan and Israel and the South East Asian “tiger states,” as well as many of the poorest
and least connected countries of the world. In Europe, there is a strong imbalance
between the Western countries and the former state-socialist countries of Central and
Eastern Europe. In Africa, only two countries, South Africa and Egypt, account for more
than half of the continent’s Internet users (and for 83 percent of its host computers). In
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Latin America, the intra-regional contrasts are not quite as sharp as in Africa, but still
strong. (For a country-specific breakdown with detailed data, see table 4 on page 123).

If we have emphasized that the global disparities in NICT use and diffusion tend to
follow the existing fault lines of social and economic inequality, we have to stress that
this is not to say that NICT development takes place in a uniform way across all Third
World countries or that it is a mere function of GDP or similar indicators. This certainly
is not so. In fact, we insist on the necessity of national case studies precisely because of
the fact that form and pace of diffusion and use as well as the political, social, and
economic consequences of the NICT are greatly shaped by the specific conditions of any
particular country: by its political regime and development model, as well as by the
concrete interplay of different actors, norms and regulatory arrangements and decisions
made at the national level. In the two case studies chosen in this work, we will see this
variation very clearly.

As revealing as the national data are, they do not reflect the strong disparities in NICT
diffusion and use within each country. Breaking down national categories further
demonstrates a strong concentration in the major urban centers, and a generally low
diffusion beyond these: Brazil’s biggest city, Sdo Paulo, alone uses more international
bandwidth than the entire African continent (UNDP 2001:4). Especially in many African
and Asian countries, full Internet access may be limited to the capital cities, whereas in
provincial centers access is limited to e-mail services; in many rural areas, hardly any
telecommunications are available. Overlapping with these regional discrepancies, the
available data show a strong social stratification of NICT diffusion and usage with a
heavy inclination towards the affluent, educated and urban sectors of society. In addition,
in the use of the NICT there is a clear age bias against older people, and also a
considerable gender bias (ILO 2001:58f, CPSR 2002). A study on Internet users in Latin
America concludes that these are “primarily urban, male, white, middle-aged, upper-class
and somewhat English proficient” (Gémez 2000:73).°

For a third indicator of NICT use and penetration we may look to international
bandwidth—that is, the data exchange capacity of existing network connections. The
resulting diagram most clearly underscores which areas of the world are at the core of
international data traffic, and which are not (figure 3).
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It is also important to note that international connections of Third World countries are
fundamentally reliant on links to First World countries. Even the data traffic between
neighboring countries often utilizes networks in the United States, Europe or the
developed nations in Asia and Oceania. Thus, the map of international IP connections of
the Third World largely reproduces the ‘classical’ patterns of center-periphery
dependency (Press 2001:9).

WHAT THE DATA TELL US—AND WHAT THEY DO NOT
The data on host computers and on Internet users have become the two most frequently

used indicators for worldwide NICT development. However, they have to be read with
caution. The data for hosts “can only be considered an approximation,” as the
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International Telecommunication Union readily admits (ITU 2001:105). Still more
problematic, however, are the user data. First of all, it is a rather rough estimate; this is
already reflected in the ITU’s technical notes to its statistical data: “[The category] Users
is based on reported estimates, derivations based on reported Internet Access Provider
subscriber counts, or calculated by multiplying the number of hosts by an estimated
multiplier” (ibid). More frankly still, the widely cited Nua surveys on Internet user
numbers call their data an “estimated guess” (www.nua.ie/surveys).

Beyond this general imprecision of the data, more complex problems arise from the
fact that the heading ‘users’ makes no qualitative differentiation. There is no distinction
between an Intel manager who works the entire day over high-speed Internet connections
and a high school student in Nairobi who spends part of his small budget on occasional e-
mail and Internet use in a cyber-café. (Perhaps even a rural activist in a remote Andean
village who has neither computer nor phone line, but whose friends in a nearby NGO
send and receive e-mail massages, which they pass to him in printed form, is also a user.)
Instead of merely looking at binary classifications of, “How many are online?”—the title
of the Nua surveys—the critical gaze must extend to the differences in the quality and in
the form and function of the NICT use.

These qualitative differences are markedly greater in the case of the NICT than in
traditional telephone communication. In the case of the latter, the common ‘universal
service’ approach more appropriately treated ‘access’ as a clear-cut issue: the installation
of a telephone main line, which for all users brought essentially the same analogue
connection to the network and the same relatively simple phone set. Special features were
available, such as fax or answering machines or multiple phone sets connected to one
main line, but they were minor additions to the base functionality of the network (Kahin
1995:8). Also, many aspects of the poor quality of the telephone net in many Third World
countries tended to affect all users alike (though it must be noted that rural areas often
showed higher rates of incomplete or interrupted phone calls). The essential qualitative
difference in regard to access was defined by price, that is, the volume of phone call
minutes a household could afford.

In the case of Internet-based communication, the picture is quite different; here,
‘access’ or ‘connectivity’ becomes a much more complex issue. A connection through a
dial-up line and modem, with which navigation in the World Wide Web easily turns into
‘world wide waiting,” provides a very different functionality than a 24-hour broadband
leased line.” A user who can only use ‘store and forward’ e-mail communication has a
very different instrument from one who is an active producer of web content through his
own homepage or domain. All this finds no expression at all in the statistical data given
under the title ‘users.’

GLOBAL DISPARITIES: IS THE GAP NARROWING?

In the overall data on Internet users and host computers, the last few years have shown a
gradual improvement towards a somewhat less polarized distribution. If the United States
and Canada at the end of 1997 concentrated more than half of the world’s Internet users,
this fell to 28.1 percent at the end of 2002 (ITU 2003); similarly the African, Asian and
Latin American countries have increased their share to today’s low figures from still
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lower figures some years ago. Optimistic perspectives see this as evidence that, though
slowly, the ‘digital divide’ is narrowing, and that the Third World is “catching up”
(UNDP 2001:40).2

This, however, seems an all too static view that overlooks the strong differences in the
quality of access—a problem the study by the United Nations Commission on Science
and Technology for Development (UNCSTD) authored by Mansell/Wehn (1998) has
termed the “emergent access dualisms” (ibid: 161). The ITU has come to acknowledge
this essential aspect in its most recent World Telecommunication Development Report
2002, stating that “the nature of the digital divide is shifting, from quantity to quality”
(ITU 2002b:12).

However, the gap does resist narrowing quantitatively as well, if we take bandwidth as
an indicator. Bandwidth has indeed shown high growth rates in the Third World in recent
years: in Latin America, for instance, at the end of 1996 only Mexico had an international
Internet connection exceeding one megabit per second (Mbps). Since then international
bandwidth has increased greatly, reaching 48.3 Mbps for the entire continent in 1999, and
71.0 Mbps in 2000-a growth of 47 percent in a single year (Press 2001:5). However,
these high growth rates are dwarfed by the increases in North America and Europe,
which in the same time period were no less than 178 percent and 102 percent,
respectively (ibid).

In 2002, the ITU writes somewhat triumphantly: “At last some over-used clichés can
now be put to rest. It was often said, for example, that “Tokyo has more telephones than
the whole of the African continent.” While this may have been true some 20 years ago
(...) today there are more than twice as many main telephone lines in Africa as in Tokyo”
(ITU 2002b:6). If this result still is far from announcing equitable development, the look
at bandwidth gives an impressive update on the not only continuing, but increasing
disparities. Here the ITU has to present sobering results: “International Internet
bandwidth (or IP connectivity) is a good measure of users’ experience with the Internet.
The greater the bandwidth, the quicker the response times. The 400,000 citizens of
Luxembourg between them share more international Internet bandwidth than Africa’s
760 million citizens” (ibid). The bandwidth per capita of a country like Belgium is 8,000
times higher than that of Bolivia, and 80,000 times higher than of Bangladesh, (ITU
2002a:29), a type of comparison that can be repeated ad nauseam.

Using a complex set of indicators, a recent study by the World Bank’s InfoDev
Program concludes that “1) All developing countries, even the poorest, are improving
their access to and use of modern ICTs (...) 2) However, the gap between the rich OECD
countries and the poor developing countries is growing (...) the global equity problem is
getting worse” (Rodriguez/Wilson 2000:3f). This should not be too astonishing.
Technological modernity is by definition a positional good. Since the central impetus of
technological innovation in a capitalist economy lies in the achievement of competitive
advantages over others (other companies or other nations), the reproduction of a
technological divide—though at ever-changing levels—is an inherent part of the system’s
normal functioning.

Given the far higher investments in research and development activities in the
industrialized and newly industrialized countries, there is little doubt that the process of
technological innovation proceeds at a much faster rate in the industrialized countries
than in the Third World. The discourse proclaiming the “digital inclusion’ of the Third
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World is part of a global economic model that does hold possibilities of ascension for
some, but that hardly allows for an equal inclusion of all.

THE ‘DIGITAL DIVIDE’: SECOND THOUGHTS ON A
PROMINENT CONCEPT

In light of the sharp inequalities in the access to the digital technologies, as shown by the
data in the preceding chapter, the term ‘digital divide’ has become a leitmotif in the
international debate. The need to address this problem has achieved consensus in
international rhetoric, illustrated, for instance, in the ‘Okinawa Charter on the Global
Information Society,” signed by the heads of state from the so called ‘G-8’ group of the
leading industrialized countries (G-7 plus Russia). The charter promises to give high
priority “to bridge the international information and knowledge divide” and lead a
“continued drive toward universal and affordable access” (G-8 2000; see also OECD
2001). More recently, the rhetoric of ‘bridging the digital divide’ has been prominently
displayed at the United Nations’ “World Summit on the Information Society” (WSIS),
whose first phase was celebrated in Geneva in December 2003 (cf. www.itu.int/wsis).

Certainly, the discussion about the ‘digital divide’ has been helpful in focusing
attention on the problem of global inequality regarding the NICT. However, there are
good reasons to argue that the concept of a ‘digital divide’ provides an insufficient
framework for either analysis or policymaking regarding this issue.

The concept of the ‘digital divide’ tends to isolate the issue of the new information and
communication technologies from the much broader question of uneven economic and
social development (between North and South and within each country) of which it is a
part and a symptom. Utilizing the same logic as that of the ‘digital divide,” one could
speak of the ‘access to drinking water divide.” That the ‘digital divide’ builds upon a
much larger context of structural inequalities also becomes evident when we look at some
of the basic conditions for Internet use (at least in the dominant individual access model
of the North; alternative approaches that try to circumvent these access barriers are
discussed later in this work): one needs a computer plus modem; stable electricity supply
to put these into operation; access to the telephone net; the knowledge to operate the
computer, with literacy the most elementary necessary, though far from sufficient,
condition; and the money to pay for the current costs of telephone line use, Internet
service providers, and maintenance of the equipment. In most countries of the Third
World, a large part of the population is lacking one or even all of these conditions.

Some data to illustrate these issues: 38.4 percent of the world’s personal computers are
located in the United States and Canada, but less than 2 percent are in Africa (ITU
2002a:A-67). In the cross-country comparison, the data for PC density—that is, personal
computers per 100 inhabitants—Ilargely parallel the general indicators for economic
development (ibid; for Latin America see table 4 on page 123). In Third World countries,
ownership of a personal computer tends to be limited to institutions, business and higher-
income sectors of society: many of the least developed countries have less than one
computer per 100 inhabitants (ibid). The adult literacy rate for the least developed
countries is barely above the 50 percent level (UNDP 2002:185). In Africa, 70 percent of
the population in rural areas live without access to electricity, while on the Indian
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subcontinent, more than half of homes are not connected to the electricity net (Afemann
2001:27).

Secondly, as with the term ‘Internet user,” the notion of the “digital divide’ implies a
binary division into those who have access and those who don’t, failing to consider the
qualitative dimension of what this ‘access’ might entail. Hargittai (2002), in her analysis
of the differences in people’s online activities in the United States, has tried to adapt the
concept by speaking of these qualitative differences as a “second-level digital divide.”®

These efforts to stretch the “digital divide’ concept react to the fact that meaningful
access to NICT encompasses far more than providing computers and connections.
Warschauer (2002) points to the limits of such a stretching of the term, arguing, that

“this original sense of the digital divide term—which attached overriding
importance to the physical availability of computers and connectivity,
rather than to issues of content, language, education, literacy, or
community and social resources—is difficult to overcome in people’s
minds.”

Framing the problem as ‘the digital divide’ tends to connote ‘digital solutions’—i.e., the
provision of more or better computers and telecommunications, “without engaging the
important set of complementary resources and complex interventions to support social
inclusion, of which informational technology applications may be enabling elements, but
are certainly insufficient when simply added to the status quo mix of resources and
relationships” (ibid). Seen from this perspective, the developmental goal is less to
overcome ‘the digital divide,” but rather to further a process of economic, social and
political development by using the NICT.

CONCEPTUALIZING THE ISSUE: NICT FOR DEVELOPMENT

This critique of the “digital divide’ concept in fact echoes calls from civil society groups
from Third World countries. In a recent document synthesizing discussions of Latin
American NGOs working on the issue, we read:

“We are tired of the so-called ‘digital divide’ problem. The real problem
is how we are going to use the strategic opportunities that ICTs offer for
closing social divides (...) This is not a semantic problem, but a vision
that embraces all our objectives, methods and efforts for using ICTs to the
benefit of sustainable human development” (Gémez/Casadiego2002).'°

The authors—and in fact many of the engaged social groups in the field—strongly
emphasize that connectivity and a specific ranking in NICT user data are not ends in
themselves, but that they can be, at best, tools to reach development goals. The essential
change in perspective is to frame the issue not from the side of technology (‘digital
divide’) but from that of development, “understood here to mean promoting democracy
with social justice, economic prosperity with equity, and realization of the full human
potential” (ibid). The questions then are how and under what circumstances the NICT can
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become instrumental to these ends. In this work, we share this conceptual approach,
focusing on the NICT from a development point of view that includes emancipatory
economic, social and political goals.

In fact, the current discussion on Internet access in many ways recalls the debate on
telephone access two decades ago when the ‘Maitland Report’ stated the goal of
telephone access for all by the year 2000 (Maitland 1984:4). However, more than half the
world’s population still has never made a telephone call. The entire African continent has
less than 2 percent of the world’s telephone main lines, India has fewer than Great
Britain, and the 145 million people in Pakistan share fewer telephones than the 8 million
inhabitants of Austria. If in Germany, the telephone density—that is, main telephone
lines per 100 inhabitants—is 65.1, in Cambodia it is 0.26 and so on (ITU 2003). With
some exceptions and in a less extreme form, the picture is very similar to that painted by
the NICT data. Also reminiscent is the fact that in Third World countries, telephone main
lines are largely concentrated in the major urban centers, while the rural areas often show
an extremely low telephone density.

As the telephone is certainly not very new technology, dating back to the 19th century
and achieving massive diffusion in the Western industrialized countries by the 1970s, the
look at the “telephone divide’ is particularly helpful to show that the “digital divide’ is not
a surprising new phenomenon, but rather that it continues established patterns of
structural inequality. Rather than revealing a ‘digital divide,” the stark inequalities in
NICT use and diffusion should be seen as expressions of “the development divide in the
digital era,” as Hewitt de Alcéntara (2001) suggests. If so, the challenges posed by the
NICT for Third World countries must be inserted in a much wider debate about
development, technology and politics.

Therefore, before discussing the political issues associated today with the new
information and technologies, we will first turn to a critical analysis of the development
experience of the past. The two countries chosen for the empirical studies have followed
different economic development strategies which effectively represented the two
dominant development paradigms for Third World countries in most of the Cold War era:
Costa Rica, along with almost all Latin American countries and many others in Africa
and Asia, adopted the so-called ISI strategy (Industrialization via Substition of Imports),
involving an active role of the state within an essentially capitalist economic context.
Cuba, in turn, pursued a variant of the state-socialist model with state ownership of the
means of production and central planning of the economy. In both countries, the
economic, social and political structures resulting from these development paths greatly
shape the way in which the issues raised by the new information and communication
technologies are being dealt with today.

In the analysis of both the ISI strategy and the state-socialist development model, we
will pay particular attention to the telecommunications regime and the role played by the
‘old ICTs,” from the telephone to traditional mass media to the production of high
technology products. This look back is all the more necessary since much of the literature
on the NICT tends to be blinded by their ‘newness.” By emphasizing the ‘revolutionary’
character and the singularity of the new information and communication technologies,
many ignore the earlier experiences with development, communications technology and
politics in the Third World on which the current debate on NICT for development
necessarily has to build.
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DEVELOPMENT, TECHNOLOGY AND COMMUNICATION:
THE ISI EXPERIENCE

It was the world economic crisis of 1929 which became the point of departure for
industrialization in the Third World. With the breakdown of world trade Third World
countries no longer found sufficient markets for their traditional exports, primarily
natural resources and agricultural products. As a consequence, they could not continue to
import industrial products as before. In this situation, more forced by circumstances than
led by strategic decision, a number of Latin American countries initiated a process of
substituting industrial imports through domestic production (cf. Thorp 1984, Bulmer-
Thomas 1998).

It was not until after the end of World War 11 that, out of this process, there evolved an
explicit development strategy of industrialization via import-substitution, or ISI,
elaborated by the United Nations’ Economic Commission on Latin America, CEPAL,
and its leading economist, Radl Prebisch.** From the early 1950s onward the ISI (also
called cepalismo after the institution that had promoted it) became the dominant
development paradigm in Latin America and, in the 1960s and 70s, also for many of the
newly decolonized nations of Africa and Asia."? Following Prebisch’s pioneering work,
which denounced the chronic decline of the terms of trade for primary commodities in
regard to industrial products, the ISI strategy challenged the liberal economic wisdom
built on the classic Ricardean argument, according to which trading Portuguese wine for
manufactured British cloth would be to the equal benefit of both. Instead, the cepalistas
argued, development would only be possible if Third World countries could transform
their productive structure through a process of industrialization and to turn from outward
to inward-oriented growth (from crecimiento hacia afuera to crecimiento hacia adentro).

Although conceived within the parameters of a capitalist economy, the ISI strategy
called for a relatively high degree of state intervention. The sharp inequalities and
widespread poverty in the Third World made it imperative that the ‘invisible hand of the
market’ be corrected by the state, presumed to be the only institution able to act on behalf
of society as a whole. This was all the more necessary, according to the argument, since
colonial or post-colonial experiences left Third World countries with deformed economic
and social structures, with underdeveloped markets and institutions, and with weak
entrepreneurial classes. Therefore, the state had to step in and act as engine and
coordinator of national development; hence the term ‘desarrollista state’ (developmental
state)*® was coined.

The precise elements of the policy arsenal of the desarrollista state varied over time
and between countries, but they typically included: a tariff policy to protect nascent
national industry from foreign competition; an active credit policy to foster specific
economic sectors; macro-economic and/or sector planning structures; an overvaluation of
the nation’s currency and/or multiple exchange-rates; the emergence of a state-
bureaucracy to execute these policies and the creation of public institutions in a broad
spectrum of economic and social activities; the procurement of material infrastructure,
from roads to electricity, and of public services in areas like education and health; the
partial regulation of prices, especially in the form of subsidies for certain products; and
the direct engagement of the state in the production of goods and services via publicly
owned companies. Transhational companies often were banned from sectors perceived as
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‘strategic,” and in other fields operational controls on their activities were established; at
the same time foreign investments were regarded as crucial to the acceleration of the
industrialization process and for the knowledge and technology transfer needed. In
particular, developmental hopes rested on the dynamics of forward and backward
production linkages (Hirschman 1958; 1971; and 1981) that were to emerge from these
investments.

The ISI strategy often went together with a Pan-Latin American, Pan-African or Third
World rhetoric, as well as by a number of regional trade integration schemes.
Nevertheless, the fundamental framework in which it was conceived was always,
economically as well as politically, the nation-state. In fact, the industrialization process
tended to be regarded as an essential expression of national political sovereignty. To
stress the importance of the national character of the ISI strategy, Altvater/Mahnkopf
(1996:405) explicitly speak of the “national developmental state.”**

ISI IMPLEMENTED: PERIPHERAL FORDISM AND ITS
POLITICAL REGIME

The general ‘role models’ for ISI development were the Fordist production structures and
consumption patterns of the industrialized capitalist countries. Basically, the term
‘Fordism’ refers to the rationalization of production methods as first introduced by Henry
Ford in car production; it allowed for the mass production of complex goods, turning
former luxury items into products of mass consumption.

Beyond this, however, the mode of capitalist regulation theoretically described as
‘Fordism’ (Aglietta 1979; Lipietz 1985a; Boyer 1990; Hurtienne 1984:265-315; Altvater
1987:24-36) implies a much broader arrangement which emerged in the industrialized
countries, essentially since the 1920s and especially after World War 11. In this fuller
view, the Fordist paradigm extends to the political and social regime and, eventually,
touches upon practically all spheres of life, from consumption patterns to gender
relations. At its core, within an essentially Keynesian macro-economic approach and
within the borders of the nation-state, mass demand for mass consumer products was
made possible through the provision of relatively high salaries for a relatively broad part
of the population. This went hand in hand with new forms of state intervention, expanded
social security systems and state-sanctioned mechanisms to institutionalize class conflicts
and distributional struggles, which contributed to the relatively high degree of social
cohesion characteristic of the Fordist mode of regulation.

Though this vision of Fordism may have been the goal, it certainly was not what
resulted from ISI policies in the Third World. What turned out instead can be termed
‘peripheral Fordism’ (cf. Lipietz 1985b, Hurtienne 1986): a regime which copied parts of
the Fordist model without being able to assume its broader organizational scheme,
particularly failing to provide high incomes for a majority of the population, the
regulatory framework of the social welfare state, and an economically sustainable scheme
of inclusive social integration. Formal Fordist labor relations never came to cover the
population at large; instead of becoming integrating elements of society, labor relations
were based on the persistence of a broad sector of informal employment, thus deepening
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rather than overcoming the structural heterogeneity typical of Third World capitalism
(Cérdova 1973)."

The deformed character of peripheral Fordism also becomes evident in the fact that,
despite its goals of social progress and its ‘national project’ rhetoric, the ISI strategy did
not lead to a progressive redistribution of income but, to the contrary, produced a further
concentration of wealth. The paradigmatic example is Brazil, which followed a longer
and more profound ISI process than almost any other country, and which at the same time
reached one of the most highly polarized income distributions in the world (Fritz
2002:60-84).

Finally, the social and political context of peripheral Fordism also differed greatly
from that of the First World role model. With the changes in the social structure brought
about by the industrialization drive, the political regimes implementing the ISI were
faced with the crucial task of forming ‘desarrollista alliances’ (Cardoso/Faletto
1988:107) between the industrial entrepreneurs, the enlarged state bureaucracy, organized
workers and large urban ‘popular sectors’ which were not integrated into formal work
relations. The Fordist mechanisms of institutionalized class compromise in the North
found its Third World counterpart in populist regimes that integrated workers and
entrepreneurs in essentially corporatist arrangements, implementing distributionist
measures in favor of workers’ interests while maintaining authoritarian control over their
organizations (and generally, too, over many other aspects of society). As a result, in the
1950s and 60s in Latin America the ISI strategy came to be closely associated with
‘desarrollista populism’ (ibid: 106) and the emergence of charismatic leaders, who were
able to mobilize society around a “national cause.’

However, if the deprivation of power of the old landed oligarchy had been an essential
pre-condition for the development of the Fordist model in the First World, in most
countries of the Third World the ISI strategy remained economically dependent on a
continued flow of external revenues from the traditional agrarian exports. Due to this
dependency, an agrarian reform which would have attacked the entrenched interests of
the agrarian elites was deemed politically inviable. The failure to take such a step
undermined the power base of the desarrollista alliances, and it cemented the economic
and social exclusion of large parts of the rural population.

In addition, the state generally did not maintain sufficient autonomy vis-a-vis the
emergent class of national industrial producers. By using their weight in the political
alliance to negotiate continued and favorable tariffs and price policies, the national
entrepreneurial class acquired an increasingly rentist character, to the detriment of
innovations in the production process or the final product (cf. Krueger 1974, Muller-
Plantenberg 1972). As a result, the state apparatus itself became ‘colonized’ by the
different social forces and their particular interests (cf. O’Donnell 1979a:23).'® Given the
weight of these conflicting interests, Cardoso/Faletto in their classic work explain the
failure of the ISI strategy within a wider critique of the political and economic structures
of Third World capitalism: “All intents to push forward industrialization must fail, if they
are not accompanied by profound changes in the political structures” (Cardoso/Faletto
1988:140).

Since peripheral Fordism fundamentally lacked the inclusive character that had
characterized the Fordist formation in the First World, the distributional struggles could
not reliably be contained within the established corporatist arrangements. When the elites
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felt that the popular sectors ‘got out of control” and infringed too much on elite interests,
they resorted to the military as their *armed branch’ (for which they could count on the
more or less open support of the United States). With the military coups of the 1960s and
70s, the political regime in the majority of Latin American countries changed from
‘desarrollista populism’ to dictatorships which O’Donnell (1973, 1979b) has described
as ‘bureaucratic-authoritarian states.” These reacted as much to the perceived threats from
the popular sectors as to the need for capitalist ‘deepening’ and an internationalization of
the national economy, which would go beyond what the desarrollista alliance would
support. In Latin America, it was the Pinochet regime in Chile that emphatically
spearheaded the neo-liberal transformation of economy and society.

INDEBTED INDUSTRIALIZATION: THE WORLD MARKET AS
ULTIMATE BENCHMARK OF ‘INWARD-ORIENTED
DEVELOPMENT’

If the ISI strategy signaled a certain dissociation from the world market, it must be
stressed that this separation was a very partial one. The crucial paradox of the ISI strategy
is precisely that, though its goal was to substitute and thus to reduce imports, it resulted in
a surge of imports, particularly production inputs, equipment, machinery and other capital
goods. The deepening of the ISI scheme proved no solution. Though some larger Third
World countries went on to establish heavy industries producing capital goods, the
growing complexity and technological exigencies of these industries nevertheless
increased the need for imports.

These imports theoretically should have been financed through an increasing export
capacity in the newly created industries themselves, according to the classic infant-
industry argument as formulated by Friedrich List in 19th-century Germany (List 1982).
In this view, protecting, through high external tariffs, newly established industries from
world market competition during an ‘infancy’ period would allow them to build up and
consolidate modern production structures and technological competence. Following this
initial period, international competitiveness should be achieved, leading to rising
industrial exports and the gradual reduction of protective tariffs. However, in the Latin
American ISI experience, the temporary character of the tariff system proved
unenforceable, leading the mentor of the ISI strategy, Raul Prebisch, to show profound
disappointment as early as 1963:

“An industrial structure virtually isolated from the outside world thus
grew up in our countries (...) tariffs have been carried to such a pitch that
they are undoubtedly—on an average—the highest in the world. It is not
uncommon to find tariff duties of over 500 percent. As is well known, the
proliferation of industries of every kind in a closed market has deprived
the Latin American countries of the advantages of specialization and
economies of scale, and owing to the protection afforded by excessive
tariff duties and restrictions, a healthy form of internal competition has
failed to develop, to the detriment of efficient production” (Prebisch
1963:71).



The new information and communication technologies (NICT) 29

Under these conditions, the Latin American industries remained far short of world market
standards for price, quality and technology. In effect, the ISI strategy was a remarkable
success story in that it indeed led to the emergence of large industrial sectors in many
countries, and that for a considerable time it generated high growth rates, employment
and income. However, it largely failed in making these industries internationally
competitive and in generating industrial exports.

Direct investments from transnational companies aggravated rather than mitigated the
problem, since they did not invest in order to produce for the world market, but rather to
benefit from the protected national or regional markets. Therefore, the industrialization
project, with its high import needs, continued to rely on the revenues from traditional
exports, ironically strengthening precisely those ties of dependency that the ISI had
aimed to overcome. In addition, the ISI governments resorted to foreign credits on a very
large scale, accumulating enormous foreign debts. Between 1972 and 1982, total Third
World debt increased eight-fold, from US$100 billion to US$800 billion (Altvater et al.
1988:21), leading critics to describe the ISI process as ‘indebted industrialization’
(Frieden 1981), ‘crippled industrialization’ (Fajnzylber 1983) or even as
‘underdevelopment through industrialization’ (Muller-Plantenberg 1972:349).

In consequence, although the proponents of cepalista industrialization proclaimed the
‘inward orientation’ of the strategy, the world market remained its ultimate benchmark.
The ISI’s partial dissociation from world trade went hand in hand with a dramatic
increase in dependence on global capital and credit markets, with productive investments
unable to generate sufficient exports to service and repay these credits. The resulting
outbreak of the debt crisis in the 1980s led to the so-called structural adjustment
programs under the auspices of the IMF and World Bank. These programs not only had
high social costs for the affected societies, they also dismantled much of the recently
created industrial structures’’ and swept away the ISl strategy as the dominant
development paradigm.

THIRD WORLD COUNTRIES AND FIRST WORLD
TECHNOLOGIES

The ISI strategy, as promoted by the CEPAL, was inspired by the historical optimism of
modernization theory, which saw the task of Third World development essentially as one
of ‘catching up’ to the industrialized countries.”® Industrialization under these terms
implied taking over the technologies used and developed in the First World, with the aim
of reproducing them domestically. In this context, the creation of national computer
industries and the quest for ‘technological autonomy’ became an ambitious part of
desarrollista policies in a number of countries with large domestic markets, namely in
India (Grieco 1984), Mexico (Borja 1995) and Brazil (Meyer-Stamer 1996, Bastos 1992,
Porto/Pochmann 2001). These projects can serve as paradigmatic examples of the
difficulties encountered by the ISI strategy.

In Mexico, the Programa de Computo, started in 1981, established a de-facto market
reserve through a system of tariffs, quotas and import licences. Foreign companies such
as IBM, Hewlett Packard, and Apple started operations in Mexico, clearly orienting
production towards the domestic market. Although the sector showed high growth rates,
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its downsides were severe. The high import needs weighed heavily on the balance of
payments. The production companies never fulfilled their obligations for research and
development investments. The linkages to the rest of the economy remained low and the
local content percentage reached only one fifth of what had been planned. By
international standards, the nascent Mexican computer industry remained on a small scale
and, in consequence, prices were estimated to be 30 to 50 percent above international
prices; technologically, Mexican production came to lag one or two years behind world
market competitors (Borja 1995:95). Finally, under the impact of the 1982 debt crisis,
domestic demand collapsed, state funds dried up, and a gradual displacement of the
‘nationalist approach’ began. The transnational companies turned to produce for the U.S.
market, and in 1990, a Presidential Decree sealed the fate of the Programa de Cémputo,
adopting instead an unmistakably neo-liberal policy.

Though far more radical than the Mexican approach, Brazil’s nationalist ‘informatics
policy’—which had fostered a large and diversified national computer industry—
eventually gave way to neo-liberal policies in the 1990s (cf. Porto/Pochmann 2001; and
Meyer-Stamer 1996). As a result, most of the local firms either disappeared or were
bought out by foreign companies; a number of those remaining shifted into specialized
niches. Computer manufacturing today persists as an economic activity of some
significance, but the loss of domestic backward linkages to internal sources of
components and technology was severe (Tigre/Botelho 2001). Moreover, the work force
employed in the 50 largest manufacturers of information technology products was almost
halved between 1989 and 1999, falling from 74,000 to about 38,500 (ILO 2001:173).

For production aimed at the world market, economies of scale have great weight,
creating high incentives for the substitution of current costs (labor) through fixed capital
(machinery). In addition, due to the relatively high level of salaries and the relatively easy
availability of capital in the First World, the technological innovations of the production
process inherently tend to favor capital intensity over labor intensity. For Third World
countries, however, where salaries tend to be low, un-skilled labor abundant, and capital
scarce, priorities are different. Particularly where industrial development is oriented
towards the domestic market, which permits only limited economies of scale, the
reduction of the costs of technological equipment is much more important than the
increase in output per unit.

With this background, calls for “appropriate technology’ gained ground in the 1970s.
Although the quest for alternative technologies has narrow limitations as an overall
strategy, it still today holds important possibilities, if not as a general substitute for First
World technology, then at least as an important complement. The new information and
communication technologies certainly provide examples of successful uses of appropriate
technology. For instance, initiatives promoting free or open source software™ like Linux
fight a brave uphill battle against the software dominance of transnational companies,
with potentially significant benefits for the Third World (Stallman 2002).

Another reason appropriate technologies may be necessary is that NICT devices
developed in the First World generally presuppose literacy. For Third World countries
with high rates of illiteracy, the keyboard is a socially exclusionary technology. A
prominent example of an appropriate technology approach are the recent efforts of Indian
scientists to develop a ‘Simputer’ (Simple Computer), which is not only low-cost but also
not keyboard-based, thus enabling illiterate users (cf. http://www.simputer.org/). Again,
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however important these efforts are, alternative technologies will not often fully replace
conventional ones. It will also be particularly important to search for socially and
economically appropriate ways to use dominant technologies, as in the case of
collectively used Internet access centers in countries where the Northern pattern of
individual residential use is unfeasible for much of the population.

The history of industrialization efforts has no shortage of failed initiatives to introduce
First World technologies to developing countries. One evocative term is the ‘rusty tractor
syndrome’ (Panos Institute 1998:11): shipments of tractors or trucks, backed by hopes of
transforming the prospects of developing countries, end up rusting and useless because of
their inadequacy in the local conditions. This issue is no less crucial for the NICT than
for tractors.

MASS MEDIA FOR NATIONAL DEVELOPMENT

All through the 1950s and 60s, almost all Third World countries gave much higher
priority to the build-up of mass media infrastructure, particularly TV and radio
broadcasting, than to telecommunications. The widespread view was that an extension of
telephones to residential users had little positive developmental effects and was instead a
luxury for the upper and middle classes. In contrast, mass media such as TV and radio
promised to reach a nation-wide audience of all social backgrounds, which was regarded
as crucial to the integration of post-colonial societies and the process of ‘nation-building’
(cf. Schramm 1964, Pye 1963). Supported by the modernization paradigm, these efforts
were primarily concerned with a) the role of media in the creation of national identities;
b) bringing remote communities into the national space; and c¢) sharing information
domestically in a vertical way, which is informing the people of the decisions of their
governments, spreading new technical knowledge to peasants, etc. The proliferation of
this approach was greatly helped by the fact that, for many governments, such an
emphasis on vertical one-to-many-communication (in which the ‘one’ typically was the
state, a public institution or a state-linked company) was politically much more attractive
than the horizontal many-to-many-communication of the telephone system.

Thus it was mass media, not telecommunications, that was the focus of Third World
countries raising the call for a ‘New World Information and Communications Order’
(NWICO) in the 1970s. Echoing the demand for a ‘New World Economic Order,” the
NWICO essentially aimed at counteracting the unequal power structures dominating the
international news and media business, claiming ‘information sovereignty’ for the
countries of the South. The United Nations Educational, Scientific and Cultural
Organization took up these calls, in 1984 publishing the programmatic MacBride Report
(UNESCO 1984).

This report criticized the extent to which Western commercial media dominated news
and media worldwide and it suggested a number of regulatory policies to redress this
situation. This triggered an intense political reaction, particularly from the Reagan
administration in the United States and the Thatcher government in Great Britain, which
condemned the proposed policies as an infringement on the freedom of press. The issue
of the NWICO became caught up in a heated ideological confrontation and the
controversy led to an institutional crisis within the UN body: in 1985, the United States
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ceased its payments to UNESCO, in 1986 Great Britain followed. The dispute was
effectively settled in November 1989, when UNESCO’s General Conference officially
abandoned the central propositions of the MacBride Report. In their place, it adopted a
new communication policy, explicitly stating

“that all efforts should be made to ensure the free flow of information at
the international as well as national level, and a wider and better balanced
dissemination of information, without any obstacle to the freedom of
expression (...)” (UNESCO 1989).%

Ignoring the ideological bias of the debate, the NWICO conflict revealed the limits of an
exclusively governmental approach. With such an approach, authoritarian governments,
in the name of ‘information sovereignty,” might well repress independent and critical
media domestically, not so much attacking Northern media domination as its own society
and its citizens’ rights.

However, the outcome of this experience was not the expansion of the regulatory
approach to include civil society groups to ensure media pluralism. What happened
instead was that ‘freedom of the media’ was essentially equated with freedom of the
market forces in the media business. In the name of defending the ‘free flow of
information’ the developmental goals of overcoming the disparities between North and
South and of increasing South-South and South-North communication were simply
abandoned or reduced to symbolic measures.

THE TELECOMMUNICATIONS REGIME OF PERIPHERAL
FORDISM

Before independence, the telecommunications companies in most African and Asian
countries were monopolies that were either part of the colonial administrative system or
in the hands of companies from the colonial powers. At independence most countries
quickly nationalized telecommunications.® In Latin America, in the course of the
desarrollista project of the post-WW!II period, national governments took over foreign-
owned telecommunications companies. Telecommunications were generally regarded as
an integral part of the nation’s public infrastructure and national ownership was seen, as
it was in the industrialized countries during the 19th and most of the 20th century, as key
to national sovereignty—though not to economic development.?

Although the state-owned monopolies did not see the telephone system as a priority of
national development, they did, however, perceive it as a means to expand employment
in the public sector, and as a major source of revenues for the state. In most countries, the
telecommunications monopoly proved to be a profitable cash-cow, chronically
transferring as much as 30 to 40 percent of its revenues to the state treasury, money
which could be used to finance other spending or to cover the losses incurred in other
fields (Saunders et al. 1994:34). As a consequence, whereas investments in physical
infrastructure in areas such as transportation or energy generation received great public
attention and were often pushed forward on the basis of foreign credits,
telecommunications companies suffered a chronic capital drain that greatly reduced their
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capacity to invest in the expansion and innovation of the system.”® Accordingly, the
diffusion and quality of telephone networks in the Third World generally remained very
low. The telecommunications regime of peripheral Fordism also included a general
practice of cross-subsidization within the telephone system, with high costs for long-
distance calls subsidizing lower tariffs for local calls and for main line installation.

It was not until the mid-1970s that telecommunications won greater appreciation, with
focus on the argument that improved telecommunications could lower transportation
needs and costs. Parallel to UNESCO’s Mac Bride commission, the International
Telecommunication Union in 1982 established the Maitland Commission to address the
issue of telecommunications in the Third World. In its report entitled ‘The Missing Link’
(ITU 1984) the Maitland Commission concluded that “in most developing countries, the
telecommunication system is not adequate even to sustain essential services.” At the
same time it underscored the critical importance of information and communication
technologies for development—not only for the modern and urbanized sectors of society,
but for the development of rural areas as well. The report noted that the developmental
impact of an improvement in telecommunications is greatest for communities that are
isolated or geographically distant from urban centers. In its recommendations, the
Maitland Report stressed the need for a much higher priority for investments in the
telecommunications sector and for more transfer of technology. At the same time, the
inefficiencies of most state telecommunication monopolies received criticism, with calls
for administrative and organizational improvements (ibid).

In the industrialized countries, the Fordist telecommunications regime had been based
essentially on public monopolies and a high degree of state regulation, with gradual
expansion towards the goal of ‘universal service:’ the provision of residential telephone
main lines for every household, with affordable rates for local calls. By and large, this
was not a cost-based system, but one based on different patterns of cross-subsidization as
pricing strategy. In peripheral Fordism, parts of the First World model—public telecom
monopolies, cross-subsidization schemes—were copied. From the mid-1970s onward,
telecommunications began to expand throughout the Third World (Saunders et al.
1994:5), to a great extent financed with foreign credits, thus contributing to the growing
debt problems.? Nevertheless, the social and distributional effects were very different,
showing a strong bias geographically, in favor of the major urban areas to the detriment
of rural areas, and socially, in favor of the upper and middle classes (e.g. Clippinger
1976).

Even with the basic growth of Third World telecommunications networks in the 1970s
and ’80s, the goal of ‘universal service’ (providing a telephone to each home) was so
unrealistic that it was not even seriously considered. Instead, where efforts for the social
diffusion of telephony were undertaken, the objective was ‘universal access,” generally
meaning the pro vision of public telephone service within walking distance of each
person (Panos 1997). Beginning in the 1970s, one form of access, aimed at the lower
income population, was the collective use of telephones via public coin box telephones or
public call offices (PCOs), though this was generally not pursued on a large scale. These
public call offices—at times installed in public facilities or post offices, at times set up on
concessionaire basis—can well be considered the direct precursors of Internet cafés and
telecenters two decades later.®
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By the end of the 1980s, telecommunications had grown to become a strategic factor
of development. Increased efforts for modernization and expansion had led to a notable
expansion of telecommunications in the Third World, raising its share of the world’s
telephone lines from about 7 percent in 1969 to 12 percent in 1988 (Saunders et al.
1994:5). However, these figures come with various caveats. First, with 75 percent of the
world’s population, the Third World’s 12 percent share of the world’s telephone main
lines still reflects a deep disparity. Secondly, these overall figures hide—as do the current
data on NICT diffusion—strong disparities between different countries and regions
within the Third World. In 1988, the telephone density (that is the number of main lines
per 100 inhabitants) was 0.2 in a country like Tanzania or Nigeria, compared to 25.0 in
Taiwan or 20.7 in South Korea; in Latin America, telephone density for the whole
continent was 5.9, but it ranged from 0.5 in Haiti to 10.6 in Uruguay. For the African
continent excluding South Africa, it was still as low as 0.7, and for Asia excluding the
OECD countries and the four South East Asian ‘tigers’ it was a mere 0.9 (ibid: 6-7).

Thirdly, the quality of the telephone systems remained generally poor. Whereas in the
1980s the industrialized countries were racing to install fiber optic cables and integrated
services digital networks (ISDN), which greatly increased capabilities for NICT use,
traditional technologies remained dominant in most Third World countries and telephone
users had to fight with frequent incomplete calls, interruptions, line-crossings and other
deficiencies. In addition, often year-long waiting lists for main line telephone installation
became the landmark illustration of the state-run monopolies’ inability to meet demand.
Such failure facilitated calls from political and economic forces taking their cue from the
overall demise of the ISI paradigm to liberalize and privatize telecommunications.

GLOBALIZATION, THE NEO-LIBERAL PARADIGM, AND THE
LIMITS OF THIRD WORLD DEMOCRATIZATION

The end of the ISI model as the leading paradigm for Third World development came
with the debt crisis of the 1980s, which ended access to fresh credits and made it
imperative to turn to export promotion in order to generate hard currency earnings.
Moreover, afflicted with acute insolvency, the countries were left with little room to
maneuver in their negotiations with the creditors and the International Monetary Fund
(IMF). The ensuing “structural adjustment programs’ imposed—in at times more and at
times less radical form—a new economic model styled on the neo-liberal paradigm.

At a different level of analysis, the demise of the ISI paradigm can be seen as part of a
larger process generally called ‘globalization.” When speaking of globalization and the
role of the NICT in this process, it is necessary to note our distance from a wide-spread
tendency to describe this process as an objective, seemingly actorless process driven by
the anonymous forces of technological progress.”® In contrast, in this work we conceive
of globalization as a process driven and shaped by economic and social actors, interests
and power structures. This process runs into increasing contradictions between the
essentially national character of the political sphere and the global character of the
economic sphere, eroding the economic underpinnings of the ‘national developmental
state’ in Third World countries, as well as those of the Keynesian state, including much
of the social regulation framework of the Fordist regime in the industrialized countries.
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The development and spread of the new information and communication technologies
play an important role in this process by providing crucial infrastructure for the
expansion and acceleration of world trade, international financial markets and global
production structures. Where national or regional production units had once found
‘natural protection’ in the costs and complications of physical distances, these ‘tariffs of
distance’ have shrunk greatly.

However, globalization as we know it today would not have been thinkable without
major transformations in international politics. In fact, only since the demise of the Soviet
Union and the state-socialist countries of Eastern Europe has the world market truly
become ‘global.” In addition, three interrelated developments marked the profound
transformation of world economics in the last quarter of the 20th century: the
liberalization of international trade, investments and financial markets; the opening and
deregulation of national domestic economies; and the privatization of state-owned or
publicly controlled enterprises. In consequence, more than ever before the world market
acts as the universal benchmark for national industries, with the power to define prices,
production structures and rates of return for invested capital. In this sense, at the core of
the globalization process is the market-mediated push for the worldwide homogenization
of economic standards (Altvater/Mahnkopf 1996:98f).

In this process, international organizations such as the International Monetary Fund,
the World Bank and the World Trade Organization have been the most powerful
intermediaries in framing and structuring market transformations, in ways largely
coinciding with the interests and ideological preferences of the dominant economic and
social forces. For Third World development, the neo-liberal paradigm was summed up in
the “Washington Consensus” (Williamson 1990), in reference to the U.S. government
and the Washington based IMF and World Bank. Its main components are well known:
opening of national economies, reduction of tariff barriers, promotion of export
production, privatization of state-owned or public companies, down-sizing of the state’s
role in the economy, attraction of foreign capital, fiscal austerity policies, etc.

Politically, the 1980s were the “‘decade of transition” in Latin America, when almost
all nations returned to civilian rule and pluri-party systems, after the military
dictatorships of the 1970s. Numerous studies, greatly influenced by the actors-centered
work of O’Donnell/Schmitter/Whitehead (1986), have analyzed these transitions.
Nevertheless, this literature paid little attention to the role of the media or
communications.”’

Generally, broad enthusiasm accompanied the end of authoritarian rule, yet
disenchantment typically set in when it became evident that these political transitions
failed to significantly expand social inclusion.?® While much of the mainstream literature
initially blamed the defects of the new democracies on its authoritarian legacies, the
persistent lack or even loss of democratic substance over time in formally democratic
regimes led to a shift in the focus of democratization studies. Beyond institutions and
procedural arrangements such as elections, the individual, everyday experience of
democracy depends on the concept of citizenship, which includes the social
contextualization and factual effectiveness of the rights formally granted by the political
regime (e.g. O’Donnell 1998, 1999a, 1999b, 2000). It is because of the need for such a
substantial citizenship that the quality of access to information and of communication
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rights, whether referring to traditional media or the NICT, becomes an essential aspect of
democracy.

It is noteworthy that the transitions to democracy became possible precisely when the
political threats from the radical left had vanished or fallen victim to repression, and a
sufficient part of the dominant sectors of society felt assured that their economic interests
would be safeguarded even without military rule. This elite security was due to the
‘externalization” of much of the authority over economic policy that accompanied the
liberalization of Third World economies. However, limiting the factual reach of the
national policymaking process tended to withdraw fundamental economic decisions from
the realm of the national demos. In their influential work, Linz/Stepan (1996) explicitly
see “a sovereign state as a prerequisite to democracy” (ibid: 17); yet while they address
the greatly varying quality of ‘democracy,’ it does not occur to the authors to ask what
the varying quality of ‘sovereignty’ might mean for democracy.

Habermas (1998) dealt with precisely these implications, warning of the dangers for
democracy in what he calls the ‘post-national constellation,” fearing that national politics
will be reduced to a more or less intelligent management of an adjustment to the financial
and economic imperatives dictated by the forces of the world market (ibid: 95). While
Habermas formulates this as a prospect for developed countries like Germany, his
description certainly recalls the experience of many Third World countries in the wake of
the 1980s debt crisis—and it sheds light on the ‘disenchantment with democracy’ so
widely diagnosed since the 1990s.

DEVELOPMENT, TECHNOLOGY AND COMMUNICATION:
THE STATE-SOCIALIST EXPERIENCE

The Austrian Marxist Otto Bauer once noted that after the October Revolution of 1917,
the pressing task was “less the construction of a socialist society but rather the
industrialization of Russia” (cited in Altvater 1991:356). Indeed, Soviet state-socialism?®®
can be understood as a project of modernization and late industrialization of a society
marked by social and economic characteristics that, some decades later, would have been
called ‘underdeveloped.” The famous equation ‘socialism=Soviet power+electrification’
was coined and in the 1930s Stalin pushed forward with a massive industrialization drive,
tripling the country’s industrial output within a decade (Hobsbawm 1995:96). The
terribly high human costs of this operation are all too well known, and it led to social and
political deformations which would mark state-socialism until its demise. In more
immediate economic terms, however, it succeeded in changing the world map of
industrialization profoundly: the Soviet Union’s share of the world’s manufactured output
increased from 5 percent in 1929 to 18 percent in 1938.

Of course, Stalin and Raul Prebisch are worlds apart ideologically. The cepalista
strategy remained within the context of a capitalist economy and—in principle, though
we have noted the deviations in practice—a liberal political order; the state-socialist
model developed in the Soviet Union was based on a centrally planned economy and an
unquestionably vertical political structure under the binominal rule of party and state.
Nevertheless, both were based on a partial dissociation from the world market—with
neither able to escape it altogether; both also based their development project on the
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Fordist industrial structures and technological schemes of the developed countries of the
West—with neither able to copy Western Fordism in any but a deformed way.

Whereas Marx had imagined socialism would succeed in the most highly developed
industrialized countries of his era, it triumphed in one of the most backward countries of
Europe, the Russian Empire. Here, socialism was not a project for passing from
developed capitalism to a superior stage of social organization: rather, it was a vehicle for
late development. It is this historical experience that has made state-socialism particularly
attractive as a development model for Third World countries of Asia, Africa and Latin
America.*

In the Soviet Union, the ‘statization’ of the productive apparatus, the planned
economy and the state monopoly on foreign trade were at the core of a development
model that sharply reduced commercial relations with the capitalist world economy. With
the world revolution not in sight and Stalin formulating his ‘socialism-in-one-country’
thesis, Soviet late industrialization was one of import-substitution within national
boundaries. In contrast to the cepalista strategy, this model did not start out with the
substitution of relatively simple consumer goods, with production of capital goods
coming in a later stage: it followed the opposite sequencing. Stalin put absolute priority
on producing the means of production—heavy industry, the extraction of natural
resources, and capital goods—at the expense of the production of consumer goods. The
repressive political context allowed imposing severe material sacrifices on the
population, with the promise that this order of priorities was necessary only temporarily:
eventually, communism would lead to a luminous future with an abundance of consumer
goods.

At the time, as Hobshawm (1995:96) points out, the early, breath-taking achievements
of Soviet industrialization gave this promise credibility. After little more than a decade
since the proclamation of the 1929 five-year-plan, the Soviet industry was able to supply
the military hardware capable of defeating the invading armies of Nazi-Germany. For its
proponents, this ‘success story” proved the superiority of the Marxist-Leninist model; for
its opponents, the impression was no less strong, as it instilled fears that eventually led to
the major restructuring of Western capitalism along Keynesian lines.

In 1949, mainland China joined the ranks of socialist nations. Many more Third World
countries would follow in the coming decades. For nations which had suffered colonial
domination or post-colonial dependency, the adoption of some form of state-socialist
model was attractive for a number of reasons. First and foremost, the failure of capitalism
to provide for socially acceptable forms of development in the periphery made the quest
for alternatives urgent. State-socialism not only offered a path to late development, it
specifically provided mechanisms to overcome foreign-dominated economic structures
and to consolidate the power of the new regimes by expropriating the property of
transnational companies and local elites. This form of ‘original socialist accumulation,’
fueled by the partial dissociation from the capitalist world market and the elimination of
market mechanisms, allowed the state to accumulate enormous resources as much for
redistributive measures as for large-scale economic investments in ambitious
development projects and social infrastructure. (Other, less noble purposes often included
military build-up and the enrichment of new elites.) In addition, the authoritarian
organizational model of the Leninist one-party system provided a formidable instrument
for securing internal political power and for legitimating the leaders and liberation
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movements that had come to the command posts of government as a result of the anti-
colonial or anti-capitalist struggles. Moreover, cooperation with the Soviet Union could
in varying degrees lead to non-market-based international economic relations, diplomatic
support, as well as military aid and protection.®

In 1949 the Soviet Union and its Eastern European allies founded the Council of
Mutual Economic Assistance (Comecon), which, similar to the regional integration
schemes typical of the ISI strategy, was to be essentially an extension of socialism’s
‘domestic economy.” With the foreign trade monopoly banning outside competition,
import-substituting industrialization now was organized at a supra-national level.
Industrial exports beyond this wider ‘domestic market’ to the hard currency sectors of the
capitalist world economy remained very limited.

As the ISI strategy did in the South, the state-socialist model of industrialization for a
long time provided enviable growth rates® leading to Khrushchev’s famous
proclamation that the Soviet Union would “catch up and overtake the United States” in
industrial production. This quote also best illustrates how important the benchmark
production and consumption patterns of the capitalist industrialized countries were for
Soviet leaders: the Fordist model, established and pushed forward by the dynamics of the
capitalist world market, provided global standards for development. The Soviet Union
tried to catch up to these in isolation from the world market in a sort of ‘halved Fordism,’
which emphatically implemented the rationalization of industrial work, yet which lacked
the crucial counterparts of mass production of consumer goods and dynamic mass
consumption (cf. Altvater 1991:18-48).

To sustain its growth rates, the extensive economic model of state-socialism needed a
continuous absorption of additional resources. As this became less and less possible,
growth rates slowed significantly in the 1970s and beyond. Though this crisis required a
substantial reformulation of the system, passing from an extensive to an intensive use of
resources, political motivations blocked this resolution, providing political stability in the
short term but irreversibly undermining the economic foundations of the Soviet state-
socialist project.

The variations in Third World state-socialist models, between countries and over time,
are too complex to discuss in depth. At times, the dividing line blurred between ‘classic’
state-socialist systems and mixed models, such as Sandinista Nicaragua, and more
traditional forms of authoritarian rule, as in a number of African countries. Additionally,
relations with the Soviet Union and Eastern European countries ranged from open
conflict, as in the Chinese case, to very close cooperation, as in the case of the three Third
World countries that were formally incorporated into Comecon: Mongolia in 1962, Cuba
in 1972, and Vietnam in 1978. In all three of these cases, integration rested more on
foreign policy considerations than the economic interests of the Soviet Union. In fact, in
all three cases—most notably Cuba—the Soviet Union incurred in high economic costs in
its bilateral relations. The Soviet Union’s motivation was not the colonial-style extraction
of economic resources from Third World countries, but their symbolic and geo-strategic
value, including allegiance in international politics.

Although the Comecon’s division of labor largely gave Vietham and Cuba the role of
agricultural exporters, industrialization did remain the central development goal. The
substantial flow of effective subsidies—whether highly preferential prices or super-soft
credits—allowed for ambitious industrialization projects, the continuation of the
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extensive growth model, and investments in social infrastructure (high health and
education standards were landmark achievements). In this way Cuba, led by the
charismatic personality of Fidel Castro, became the most celebrated example of the state-
socialist model in the Third World. We will look at this case in more detail in the second
country study of this book.

THE TECHNOLOGY QUESTION: A FAREWELL TO
AUTONOMY

In the wake of the Second World War, the Soviet Union managed to develop its own
nuclear weapons program, securing its position as the world’s second super power. In the
1950s, when the Soviet Union successfully launched the first ever orbital satellite,
Sputnik, it signaled—to the shock of the Western countries—superiority in a crucial field
of high technology. Scientific and technical progress remained high on the agenda of
state-socialist development: investments in science and R&D activities were considerable
and the system of higher education produced a higher percentage of scientists and
engineers per capita than in the Western countries. However, over time all this failed to
translate into technological innovation on par with that in the West. Due to the logic of
central planning and extensive growth, there was little incentive for technological
innovation in the production process. In addition, the sharp distinction between the
military-industrial complex and the rest of the economy greatly limited the possibility for
technological linkages and cross-fertilization.

The case of the Soviet Union’s computer industry illustrates these problems.® During
World War Il and in its aftermath, the Soviet Union pushed for domestic development of
information technology. In the 1950s and up to the mid-1960s, Soviet computer
technology was not far behind the Western equivalents: a proper line of mainframe
computers was designed and, in software, Soviet computers were working with the
endogenously developed ALGOL language. However, in contrast to the Brazilian case,
where the armed forces pressed for an autonomous technological path in the name of
national security, in the USSR it was precisely the military that came to press for a
departure from the reliance on domestic development; the military feared missing
decisive technological steps that would permit U.S. superiority in a strategic sector.

As a consequence, after 1965 the Soviet Union began to import Western computers, a
practice which increasingly became standard. Since the computer industry focused its
efforts on acquiring the latest U.S. models to copy these by reverse engineering, the result
was a chronic time and quality lag. Moreover, these technology imports did not dynamize
the technological innovation process in the USSR itself. If Soviet computer technology
could not catch up with the innovations of the military-industrial complex of the United
States, this problem was exacerbated where technological innovation resulted from a
complex interplay of different actors. In the United States, crucial steps in the
development of the first micro-computer, the dominant operating software, the invention
of the modem, and much of the impetus for the diffusion of the Internet came from
outside of the academic-industrial establishments—but in the USSR, there simply were
no spaces for technological innovation outside of the official institutions.
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MASS MEDIA IN A MODEL OF VERTICAL COMMUNICATION

Third World governments generally pushed forward vertical one-to-many communication
in order to reach out to a nationwide audience—and this applies all the more to the
socialist state in the Leninist tradition. Mass media received high political priority as
ideological ‘transmission belts’ between the leadership and the population at large. To
guarantee this function, all TV and radio stations, as well as the printed press, were
property of the state, the party or affiliated mass organizations, and political controls
restricted the content of their programs or publications. Media pluralism was rejected as
an instrument for the bourgeoisie: only the workers’ control of the media—with the state
and party seen as the embodiment of workers’ interests—would guarantee media at the
service of ‘the people.” The state media monopoly also legitimated itself by emphasizing
the ‘national unity’ needed in the ongoing confrontation with foreign aggressors and
‘traitors’ within. A very limited, legal exception to the state’s media monopoly was
publications allowed for internal circulation in the churches.

For the state’s media monopoly to be effective, ownership and control of domestic
media had to be accompanied by effective state control over the national media space.
During the Cold War, the external opponents indeed did invest considerable sums in
media efforts to ‘win the hearts and minds’ of the people in the socialist countries, with
radio programs such as ‘Voice of America’ or ‘Radio Free Europe’ trying to reach over
the “iron curtain.” The socialist state could limit citizens’ exposure to outside messages by
physically preventing access or reception, through controls at border posts or by jamming
the TV or radio transmissions; on a second level, the state threatened the sanctioning of
those citizens caught reading/listening to/watching foreign media. Contrary to the classic
postulates of totalitarianism, a third alternative could accompany these mechanisms:
toleration. The most prominent case of toleration probably is the GDR’s grudging
acceptance of West German television: although disliked by GDR authorities, it became a
feature of ordinary people’s daily lives in the 1970s and 1980s.

While we have emphasized the role of state monopoly and vertical structure for mass
media in state-socialism, this does not mean that the functions or content of mass media
was uniform across countries, time, and forms of media. Nevertheless, while the
tolerance for debate and deviancies varied, openly oppositional positions did have had to
resort to informal or illegal publications (samizdat), which only very rarely reached a
mass audience, or to seek a public outside of the nation’s boundaries.

THE TELECOMMUNICATIONS REGIME OF STATE-
SOCIALISM: A MATTER OF LOW PRIORITY

In contrast to mass media, the telephone system was an issue of low priority in all state-
socialist countries. The institutional core of the state-socialist telecommunications regime
was a national carrier, part of the administrative system under the authority of a ministry
dedicated to communications or postal and telephone services. In public institutions and
state enterprises, some slow expansion and modernization took place, but
telecommunications were not seen as a vital factor of economic development. Residential
telephones for the population at large were deemed a luxury with no significant economic
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benefits; additionally, in systems dominated by a vertical communication model, the
potential political and social implications of a horizontal communication technology like
the telephone were regarded suspiciously. In fact, it was an open secret that state control
measures could infringe upon the privacy of the postal and telephone services,
contributing to self-censorship in the use of these communications technologies.**

As a result, overall growth rates of the telephone system in the European socialist
countries were about 2-3 percent annually, far lower than in the West (Miiller 1991:54).
At the end of the 1980s, Eastern European countries had a telephone density of 11
telephone main lines per 100 inhabitants (Saunders et al 1994:316),%® about four times
lower than in Western Europe. Not only were residential telephones scarce, but the
diffusion of public call offices or coin-box telephones also remained low. The tariff
structure did not reflect the perception of the telephone as a luxury item, however, as
prices for domestic calls were generally very low and not cost-related. Another trend
hidden in the national average data is the fact that telecommunications in state-socialism
generally showed a very strong concentration in major urban centers whereas access in
rural areas remained extremely poor.*

Given the low priority attached to telecommunications, revenues were redistributed to
other sectors, resulting in a low rate of investment in modernizing the system and an ever
widening technological gap to the West. In the 1980s much of the technological
equipment needed for digitization simply was not available in the domestic economy and
the hard currency squeeze of the Soviet Union and the Eastern European countries at this
time sharply limited the possibilities of importing such equipment. Moreover, the CoCom
list restricted Western technology exports, including digital telephone equipment, to
socialist countries.*” In consequence, at the end of the 1980s there were almost no digital
lines and hardly any potent fiber optic networks in place; similarly, telefax facilities and
mobile telephones were extremely scarce. Waiting lists for private telephone lines often
exceeded 10 years.

THE COLLAPSE OF STATE-SOCIALISM—AND THE
TRANSFORMATION OF ITS SURVIVORS

When growth rates in the socialist states slowed down during the 1970s, external factors
put off the threat of ‘crisis or reform’: sharply rising oil prices increased the Soviet
Union’s foreign currency revenues; in addition the state-socialist countries turned to
large-scale external financing in the form of hard currency credits from the West. These
developments only delayed crisis, however. Foreign currency credits are as much a form
of integration into the world market as trade relations and they inevitably require
increased exports to the hard currency sector of the world economy for the fulfilment of
debt service.

A particularly illustrative case is Poland, whose US$28.9 billion debt was the highest
of all state-socialist countries (cf. Altvater et al. 1988:152). Poland experienced an open
debt crisis at the beginning of the 1980s—and it was not by accident that this coincided
with the imposition of martial law in 1981. This authoritarian response to the workers’
demands, raised by the Solidarnosc movement, provided the political background on
which the Jaruzelski government could fulfil its debt service obligations: it achieved a
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positive balance of payments through a rigid reduction of imports, significantly reducing
the supply of consumer goods for the population (Wachs 1987:247-249). As we know,
the resulting loss of political legitimacy was severe.

In the Soviet Union, the exports of natural resources prevented the debt load from
becoming excessive. Indeed in the 1970s and 1980s the Soviet Union expanded the
export of oil and gas, raw materials and precious metals to the point that they made up no
less than 90 percent of Soviet exports to the capitalist world. The Soviet Union’s
integration into the world market was therefore typical of an underdeveloped country.
Given this dependency on external revenues through primary exports, the fall in world oil
prices in 1986 hit the Soviet economy severely—just as the government had begun a
process of economic restructuring.

At the same time, the state-socialist ‘survivor countries’—China, Vietnam and Cuba—
have shown that there is no automatic connection between economic globalization and
the collapse of state-socialism. In different ways these three countries managed to survive
the downfall of the Soviet Union and to adapt to the new global constellation while
maintaining a one-party political system under Communist Party rule. In Cuba this
process of adjusting to global integration led to a painful economic and social crisis, and
was accomplished by a rather ambiguous strategy of limited economic reform (see
chapter six). In contrast, China in the late 1970s initiated an economic reform process that
has since been maintained and gradually extended, providing extraordinarily high growth
rates and culminating in China’s admittance to the World Trade Organization in 2001.
This process so transformed state-socialism that the very term seems to have become
inadequate: the Chinese government began to speak of ‘market-socialism.” Yet, as much
in China as in Vietnam,*® the state still plays a very active role in the economy, ranging
from continued direct ownership of a large segment of production and services to the
overall guidance and regulation of economic activities (Herr 2000).

An essential aspect of China’s economic strategy since the late 1970s was its turn
towards export-led development. On this basis, complemented by an active exchange-rate
policy and protectionist measures, continuous high balance of payments deficits could be
avoided and the accumulation of foreign debt could be kept at a relatively very low level.
If this was one es-sential pre-condition for the relative autonomy in which the Chinese
strategy developed, another was the sheer size of the country: having almost one fourth of
the world’s population has been an enormous asset in negotiations with foreign
companies.

Charting China’s new course in 1977, Deng Xiaoping argued that “the key to
achieving modernization is the development of science and technology” (cited in
Hobsbawm 1995:461). This change in attitude embraced telecommunications, which
came to be regarded as a strategic priority sector for national development, leading to a
new, expansive state-socialist telecommunications regime. Starting with one of the lowest
teledensity rates in the world, China’s annual growth rates passed 10 percent in 1984-far
exceeding those of the state-socialist countries of Eastern Europe and eventually reaching
stunning rates of up to 50 percent expansion annually in the 1990s (ITU 2002a;
Mueller/Tan 1997:26f.). Vietnam, though with less international attention, has followed a
similar course. In terms of teledensity growth, China and Vietnam rank among the top
countries worldwide, with China increasing telephone subscribers from 0.6 percent of the
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population in 1990 to 32.8 percent in 2002, and Vietnam increasing from 0.1 percent in
1990 to 6.9 percent in 2001 (ITU 2003).



Chapter Two
NICT in Third World Development: Political
Issues in a Transformed Telecommunications
Regime

In September 1993 the U.S. government launched its National Information Infrastructure
(NI11) initiative. Though this was a broad and rather unspecific ‘agenda for action,” it gave
worldwide publicity to the issue of developing the NICT infrastructure, invoking the
powerful metaphor of the ‘Information Super-Highway.”* In the following year, the U.S.
government extended the NII concept to an international level, calling for a Global
Information Infrastructure (GlII) initiative (Gore 1994). This spurred most other countries
to develop their own version of a national NICT development strategy: by now, almost
all Third World governments can point to some program or plan in this field.

There is no shortage of great promises for the impact of the NICT for development
and democracy, and the U.S. sponsored Global Information Infrastructure is a prominent
example. It forecasts not only “robust and sustainable economic progress, strong
democracies, better solutions to global and local environmental challenges, improved
health care,” but nothing less than a “new Athenean Age of democracy forged in the fora
the GII will create” (Gore 1994). Beyond such rhetorical excesses, the questions such
discourse raises are valid: do the NICT foster development? Do they foster democracy?
Do they advance social participation? However, put in this form of a yes-or-no-
alternative, the question in a way ends up asking if the new technologies are ‘good’ or
‘bad’—such a question will hardly lead to useful answers. A retooled question is
certainly more meaningful: under what conditions and through which forms of use and
regulation can the NICT contribute to what goals of development and democratization?

To outline the contours of the political debates and conflicts over the NICT in Third
World development, it is essential to consider the broader context of economic and
political transformations these countries have undergone. In particular, the paradigmatic
shift to a liberalized telecommunications regime and the implementation of such a regime
in the Third World will be critically analyzed since these processes are a central element
of the conditions under which the introduction, use, diffusion and regulation of the NICT
occur in any given country.
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THE CRISIS OF THE FORDIST TELECOMMUNICATIONS
REGIME AND THE NEW PARADIGM OF LIBERALIZED
TELECOMMUNICATIONS

At the core of the Fordist telecommunications regime in the capitalist industrialized
countries had been the conception of telecommunications as a ‘natural monopoly’: an
industry that had such extraordinarily high sunk capital investments, with only long-term
amortization, and such a high degree of economies of scale and scope, that it was
considered too costly to have competing providers investing in duplicate infrastructure.
Classic liberal economic theory long accepted that, given the specifics of the network-
based service offered, any single monopoly provider could offer services more cheaply
than competing providers. In consequence, public monopolies took charge of
telecommunications, usually under the Ministries of Posts, Telegraphs and Telephones
(PTTs). Following the state’s commitment to achieve universal service, the pricing
scheme generally depended on cross-subsidies from long-distance to local calls, from
business to residential users, and from urban to rural areas.

The United States was one of the few countries where telecom services were provided
by a private firm, the American Telephone and Telegraph Company (AT&T). It operated
essentially on a monopoly basis, but since the passing of the Communications Act of
1934, within a sophisticated regulatory framework overseen by the governmental Federal
Communications Commission (FCC), the world’s first stand-alone telecommunications
regulator. The demise of the Fordist telecommunications regime came with the overall
ideological shift towards a more aggressive brand of capitalist regulation under the
Presidency of Ronald Reagan: on January 1, 1984, the cornerstone of a new, liberalized
telecommunications regime was established when the monopoly of AT&T was broken
up, with operations initially divided among 22 local companies and with official sanction
for private sector competition (Schiller 2000:7).

With Great Britain, Japan and Canada soon following suit, by the beginning of 1989
more than half of the world’s main lines were operated by private or privately dominated
companies (Saunders et al. 1994:19). Most Western European countries were much more
resistant to the paradigmatic shift, but in 1994 the European Union began to accede to the
model of liberalized telecommunications when it agreed to open basic telephony, the core
service offered by the public national operators, to competition by the year 1998.

The mainstream explanation argues that there were ‘objective’ reasons for the
liberalization of telecommunications, due to the technological innovation process (e.g.
Saunders et al. 1994:19). Particularly in the case of long-distance phone calls,
technological innovations were indeed used to circumvent the established national
telecom systems. The introduction of microwave technology as an alternative to copper
wire connections made competition with the established monopoly attractive, since the
latter, due to its scheme of cross-subsidization, maintained high long distance prices,
while the cost of providing these services diminished (Raventos 1998:5). Still later,
voice-over-1P technology opened up even more possibilities for competition. However, as
important as these developments were, the ‘driving force’” was not the technological
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innovation itself, but the interests of companies and individuals in minimizing costs and
maximizing profits, and their ability to push for change in the regulatory system.

An example of the interaction of private company interests, government action and
technological innovation in the internationalization of the new telecommunications
regime is the call-back mechanisms for international phone calls. In the 1990s, when the
liberalization drive in the United States had already sufficiently eroded the cross-
subsidization scheme and tariffs for long-distance calls were lowered, a number of
companies began to offer call-back mechanisms that enabled clients in other countries to
use the U.S. phone system for long-distance calls, thus circumventing the national
telecom company. Technically, this became possible through the digitization of the
telephone network. However, politically decisive was the FCC’s authorization of these
operations as it refused, against the protest of numerous other countries, to rein in the call
back companies (Schiller 2000:50). In consequence, affected countries began to reduce
their long distance rates in order to minimize use of call-back mechanisms.

The liberalization drive doubtlessly channeled an enormous amount of capital into the
telecommunications sector. In the 1990s, transnational companies, supported by banks,
capital funds and the stock exchange market, poured enormous investments into the
booming telecom sector, permitting an accelerated pace in the implementation of the
infrastructure needed for the new information and communication technologies.
However, this went hand in hand with excessive investments by competing companies,
which have created largely redundant networks that for years to come will be so under
utilized that some observers have spoken of “the greatest destruction of capital in world
history” (Fischbach 2002).

After the euphoria of the 1990s, the boom ended abruptly in the first years of the 21st
century. Telecom values on the stock markets plummeted and in 2001 alone, no fewer
than 470,000 jobs disappeared in the telecomsector (ITU 2002a:59). WorldCom, the
owner of the world’s largest data network infrastructure, which moved over half of the
global Internet traffic, declared insolvency in the summer of 2002. Another illustrative
case of high profile insolvency involves another major provider of international data
networks, Global Crossing. This company had invested US$14 billion since 1997 in the
build-up of international data networks; due to worldwide over-capacities their value
decreased sharply and, when the company’s assets were sold in the insolvency process,
the entire network went for merely US$0.25 billion (Financial Times Deutschland,
August 12, 2002). In Europe, enormous investments and the undeniably slow start of the
new, third generation mobile communication standard, UMTS, are now seen as
symptomatic of the bursting telecom bubble.

Parallel to the privatization and liberalization of the existing structures was the
creation of new regulatory bodies. These had the task of guaranteeing the establishment
of what came to be regarded as fair market conditions in a situation where—given the
structures of the ‘natural monopoly’ noted above—the incumbent company was
effectively the sole owner of much infrastructure that it now had to share with its
competitors.

Despite the paradigmatic shift to a new telecommunications regime, in which
telecommunications services became commercialized services first and foremost,
practically all governments have maintained a principal commitment to universal service
or universal access to the population at large. Even in the United States, the
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Telecommunications Act of 1996, while establishing the fundamentals of the liberalized
telecom regime, reaffirmed the goal of “preservation and advancement of Universal
Service” (FCC 2002). While governments undid the cross-subsidization of the past with
relish, they propagated new forms of subsidies. The ‘Universal Service Fund’ set up by
the 1996 Act was established under the direction of the Federal Communications
Commission and encompassed three different types of subsidized programs: 1) telephone
service discounts to people of low income, either through reduced rates on a limited
number of calls or through the reduction in initial connection charges; 2) cost reductions
for schools, libraries, and rural health care; and 3) aid to telecommunications companies
to compensate for high-cost provision of services in rural and insular areas, where
installation costs are disproportionately high (FCC 2002).

In the United States, the newly established ‘Universal Service Fund’ depends on
contributions, based on a percentage of revenues, from telecommunications providers.
Many critics have claimed that these compensatory mechanisms, in the United States as
in other countries, are far too minimal to prevent a widening of the social and regional
disparities. Moreover, these new subsidization schemes illustrate a fundamental change:
in the Fordist telecommunications regime, the state’s social commitment was interwoven
with the economic and administrative logic of the telecommunications operators. In
contrast, the new universal service mechanisms are a sort of social welfare program
financed through a minor ‘taxation’” measure, while the overall development of
telecommunications is left to market forces—and these are, obviously, favoring those
social sectors with the highest effective demand: business, high-income population, urban
centers.

THE GLOBAL GOVERNANCE STRUCTURES OF THE NEW
TELECOMMUNICATIONS REGIME

A major reorientation of the international institutions and global governance structures
concerning  telecommunications accompanied the shift from the Fordist
telecommunications regime to the neo-liberal paradigm. Amongst these institutions, the
International Telecommunication Union (ITU) stands out as the oldest intergovernmental
organization in the world, dating to 1865-long before international regimes for world
trade, environment or political issues became topics on the public agenda. It is the only
specialized agency of the United Nations system devoted exclusively to the
telecommunications sector. With 189 member countries, it embraces virtually all states in
the world. Its essential tasks stem from the transnational character inherent in
telecommunications: setting common technological and operational standards and
guaranteeing interconnectivity, facilitating agreements on the sharing of tariffs for
international communications, allocating the use of public goods such as radio frequency
spectrum or orbital slots for satellites, etc. (O Siochrd/Girard 2002:35-50; see also
http://www.itu.org/).

The ITU also maintains an extensive research department and, since all member states
report to the ITU, it is the prime source for official telecommunications data. As
organizer of the World Summit on the Information Society in 2003, it also has received a
new level of public attention. While being an UN affiliated institution obliges the ITU to
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maintain a certain level of respect towards the different approaches and positions
amongst its member states, since the late 1980s the ITU has become an influential
advocate for the liberalization of telecommunications (cf. ITU 1989 and 1991).

The World Trade Organization (WTO)—in form of its precursor, the General
Agreement on Tariffs and Trade (GATT)—began to include the issue of
telecommunications liberalization on its agenda with the start of the ‘Uruguay round’ in
1986. Since then, the WTO—which has been kept outside of the UN system—has
steadily expanded its role and is an extremely powerful actor not only in the drive for
general trade liberalization, but also in the implementation of the liberalized
telecommunications regime.

By 1994, GATT negotiations concluded in the signing of a General Agreement on
Trade in Services (GATS), including an elaborate clause dedicated to
telecommunications, and an agreement on Trade-Related Aspects of Intellectual Property
Rights (TRIPS). In February 1997, the GATS Agreement on Basic Telecommunications
(ABT), also known as the World Telecommunication Agreement, secured the
commitment of 69 signatory countries to open their markets to domestic and foreign
competition in all areas of telecommunications.®> Amongst the signatories were almost all
countries of continental Latin America; Third World countries from Asia and Africa have
been much more reluctant.

Though the ABT contains a number of loopholes and limitations—notably, most states
refused to include a binding time schedule for liberalization—this protocol requires much
greater liberalization than any previous agreement (O Siochr(/Girard 2002:58). It is also
highly ambiguous about the pursuit of social goals through universal service/universal
access policies; while it acknowledges that “any member state has the right to define the
kind of universal service obligation it wishes to maintain,” it does put conditions forward:

“Such obligations will not be regarded as anti-competitive per se,
provided they are administered in a transparent, non-discriminatory and
competitively neutral manner and are not more burdensome than
necessary (...)” (WTO 1996).

The term “not more burdensome than necessary” allows ample space for interpretation
and intervention against national policy making deemed ‘excessive.” For instance, private
companies might seek a case against cross-subsidization schemes that go against the
practice of purely cost-based tariffs, considering it “more burdensome than necessary”
and therefore “anti-competitive.” Under the 1997 Agreement this could be deemed a
violation of international trade law and the domestic universal service policy might
become a case for WTO arbitration, as Hamelink (1999:5) argues. The author concludes:

“The document is far more concerned with ensuring that foreign suppliers
have access to national markets for telecommunication services than with
guaranteeing access by national citizens to those same services.”

In recent years, the WTO has gained influence on a number of areas formerly under the
competency of the ITU. Similarly, in intellectual property rights, the long-standing World
Intellectual Property Organization (WIPO) has lost political weight to the WTO, under
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which the TRIPS agreement was signed (and which, grosso modo, tips the balance in
favor of the rights of the owners and of those engaged in trade over those of the creators
and the public).*

Other actors with great weight in the issue of telecommunications liberalization in
Third World countries are the World Bank and the International Monetary Fund. Both
have been crucial in the implementation of privatization policies within the context of
‘structural adjustment programs.” Moreover, both have employed political and academic
discussion, through high level conferences and publications, to push for telecom
liberalization.?

There are, of course, a wide number of other institutions involved in the international
governance of the telecommunications and NICT sector. Here, however, we shall note
only one more, central institution: the Internet Corporation for Assigned Names and
Numbers, ICANN. The organizational core of the Internet is the Domain Name System
(DNS), which assigns specific number sequences and names to all e-mail and website
addresses, giving them a unique, unmistakable identification that is indispensable for
communication through worldwide computer networks. The Internet Assigned Numbers
Authority (IANA), as the predecessor of ICANN was called, was set up to care for the
allocation of these Internet Protocol addresses and to be the overseeing body for the
resolution of conflicts concerning these.

Under the present system, attractive Internet names tend to be a scarce resource which
may be valued highly. While there are generic top level domains such as ‘.com’ or “.org,’
which are open to companies or residents from anywhere and which a private company
(VeriSign, under oversight of ICANN) administers, ICANN itself has assigned to each
country a top level domain name consisting of a two-letter national code, such as ‘.mx’
for Mexico, or “.de’ for Germany. This becomes a political issue precisely in the case of
national liberation or separatist movements and countries without full international
recognition, for example when the “.pI” domain was officially transferred, though the
corresponding country—Palestine—still does not exist as a sovereign state. ICANN also
designates in each country one authority for the administration of the domain name
system under the respective country code.

In contrast to other international governance structures, ICANN is not an
intergovernmental organization, but has been since its inception a private, though non-
profit, corporation under U.S. corporate law and linked, via a ‘memorandum of
understanding,” to the U.S. Department of Commerce. The board of directors consists of
functional representatives from the sector. Recent efforts to have at least a minority of its
board of directors elected by Internet users worldwide have so far been an unconvincing
step towards meaningful institutional democratization of ICANN (cf. Ruggiero 2002, O
Siochri/Girard 2002:99-116, Hofmann 2000, Kleinwdachter 2001).

It has become standard wisdom to diagnose a shift of competencies from the national
level to supra-national governance structures. However, there is also a less publicized yet
considerable shift of competencies from some international organizations to others: a
number of traditional organizations in the sector and many of those in the United Nations
system that have been relatively open to discussion of the socio-cultural dimensions of
information and communication technologies have lost influence. Those that are more
closely associated with commercial and economic interests, above all the World Trade
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Organization, with its stated objective of freeing market forces, have gained international
leverage.

The processes of the erosion of the nation-state’s competencies as described above
should not be misunderstood to imply ‘the end of the nation-state,” as the catchy titles of
some books suggest (Ohmae 1995, Guehenno 1995). Rather than disappearing, the
character of the nation-state and its form of international articulation are transforming. In
this process, international organizations and global governance structures are gaining
importance, but the nation-state nevertheless remains the fundamental unit of political
organization. In fact, most of the international organizations that are reducing the
sovereignty of the nation-state are themselves ‘inter-nation-state arrangements’ and
would be unthinkable without a foundation in the nation-state system.

PRIVATIZATION AND LIBERALIZATION OF
TELECOMMUNICATIONS IN THE THIRD WORLD

The issue of telecommunications reform in the Third World largely came as part of a
much broader process of restructuring state and economy in the context of the ‘structural
adjustment programs’ negotiated with the IMF and the World Bank (Petrazzini 1995:5;
ITU 1991). Therefore, the politics of telecommunications restructuring stemmed from the
overall political constellation produced by these programs. Telecom privatization was
only one issue among many, and it certainly was not always the most important one. On
the national level, the decisive actors in the drive for privatization were the governments,
obliged to fulfil commitments to international financial institutions in light of desperate
balance-of-payments needs.

In Latin America, it was the military government of General Pinochet in Chile that
became the first to implement the new liberalized telecommunications regime, with the
sale of the twin national telecommunications companies CTC and Entel in 1987 and
1988. Yet although the new paradigm was promoted worldwide, by the count of the ITU
(2002a:4f), in 2002 no fewer than 88 countries had neither fully nor partially privatized
their incumbent telecommunications operator. This was due primarily to the resistance of
African and Asian countries whereas, as the ITU (2000:1) emphatically stated, “no region
of the world has embraced the privatization of telecommunications as enthusiastically as
Latin America.”

This “enthusiastic” support for privatization in Latin America, however, has a simple
explanation: Latin America was the continent with the heaviest and most pressing foreign
debt load. In most cases, privatization of the state-owned telecommunications company
was not the clear result of a policy choice favoring a particular model of telecom
organization, but was rather due to the fact that “a decade of economic crises during the
1980s left many Latin governments strapped for cash and unable to resist the demands of
financial institutions.” (ITU 2000:2). The ITU makes this argument in astonishingly clear
terms: “...[these crises] led to further international loans being dependent upon
privatization” (ibid). If this “turned out to be most lucrative, raising more than US$40
billion for governments of the region” (ibid), it must be added that a large share of these
revenues immediately went into servicing the foreign debt. Argentina, which in 1989
became the second country on the continent to privatize its telecom company, presents an
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illustrative case: the company was sold solely for debt certificates (Schvarzer 2000:13).
Privatization of telecoms was therefore not only lucrative for governments, but also for
the creditors of the highly indebted countries—who could recover capital otherwise
hopelessly lost.

At this point, we must distinguish between the process of liberalization and that of
privatization. Privatization refers to the transfer of state-owned companies or other
productive assets of the state to total or partial private ownership; liberalization refers to
the admission or fostering of competition between different enterprises in a specific
market in which previously competition had been banned or limited. These processes are
neither identical nor always concomitant. To the contrary, as the ITU had to note in
looking back on the 1990s, in most Latin American countries “privatization came hand in
hand with a lack of competition in basic services” (ITU 2000:3). The need for
maximizing foreign currency revenues overruled other considerations:

“In most of the countries of the region, the sale of state-owned companies
was tied to a period of exclusivity. (...) What resulted, however, was
merely the replacement of a public monopoly by a private one” (ITU
2000:2f.)

This outcome has been identified as the “typical Latin American model of privatization”
(Raventos 1998:1). Though public discourse presented the two processes as Siamese
twins, in practice in indebted Third World countries, privatization was the priority, not
liberalization.’

This makes it important to consider a third dimension of telecom restructuring, besides
privatization and liberalization: the corporatization of the established telecommunications
enterprise. In this scheme, public ownership persists, but the telecom operator is
transformed from an administrative structure into a public corporation organized under
company law. In this capacity it may have more flexibility in its business contracts, a
more commercially oriented approach in the provision of its services, and more
autonomy in the reinvestment of its earnings. This option certainly has not been the
preferred model of the neo-liberal agenda and it is rather neglected in the international
debate, but it is the one that most Asian and African countries have implemented (cf. ITU
2002d). Some see this process as merely an intermediate solution, a stepping-stone in a
gradual process leading towards further privatization and liberalization;® others, however,
support it as a viable long-term alternative to the dominant neo-liberal paradigm,
injecting the sector with more efficiency, but maintaining the fundamentally public
character of telecommunications.

The public discourse of the liberalization drive has highlighted the lack of efficiency
and the poor performance of the state-owned telecommunications monopolies. Even
though these aspects were not, as we have stressed, the principal motor for telecom
privatization, the shortcomings of the existing telecommunications regime did greatly
assist the political process of dismantling the system and implementing the new
liberalized model. It was the often year-long waiting lists for main line telephone
installation that became the landmark illustration of the state-companies’ inability to meet
the demand. It is precisely because of the failed ‘halved version’ of the Fordist
telecommunications regime in the Third World, which did not come close to fulfilling the
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promise of universal service (or at least good service to a relatively large part of the
population), that privatization and liberalization could be presented as being in the
popular interest. Politically, this argument was crucial to reducing public opposition to
telecommunications liberalization.

For quite some time, the experience of the state-monopolies’ deficiencies
overshadowed the neo-liberal model’s shortcomings, stemming from its focus on
consumer demand (endowed with purchasing power) rather than citizens’ needs. Indeed,
problems such as waiting lists for telephone installation largely have disappeared.
However, the crucial social issue now is represented, as is typical of markets, in the form
of prices. And here, the elimination of cross-subsidies and the ‘rebalancing’ of tariffs has
led to a considerable rise in the rates for domestic calls. Again, the conclusion drawn by
the ITU (2000:3) is sobering:

“The glitter of privatization has faded. (...) Latin America still faces the
hard fact that not much more than one-third of the region’s households
have a fixed telephone. Even though a large proportion of the population
is still without a phone, according to conventional statistics, there is
hardly any unmet demand for telecommunications services in the region.
The main reason for this is that local access prices (monthly subscription)
have generally risen, excluding a great part of the population from the
market.”

In the course of the privatization of telecommunications, the governments established
new regulatory bodies (cf. ITU 2000, ch. 5; ITU 2002d). However, just as the Fordist
regime translated poorly into a ‘halved version’ in the Third World, the universal service
funds of the neo-liberal model, already inadequate in the industrialized countries, tend to
be poor copies of their First World models. The discrepancy between the limited funds
available and the size of the task of universal service is striking; in addition, parallel to
the declining confidence in the political elite and the widespread experience of
corruption, public trust in the administration of these funds is often low.

THE ROLE OF THE NICT IN TELECOMMUNICATIONS
LIBERALIZATION

In the First World, in the mid-1980s the principal challenge in telecommunications
became the integration of the new information and communication technologies. This
task required high investments in the digitization of the network, along with other
necessary infrastructure. In Third World countries, in contrast, the telephone network
itself still had a very limited reach when the NICT entered the agenda.

When the quest for telecom privatization reached the Third World, even most in the
upper and middle classes focused mainly on getting a telephone line and reliable
telephone communication. E-mail and the Internet were still widely unknown. Public
attention in the privatization process therefore settled primarily on the consequences for
traditional main line telephony, the effects on employment and on national sovereignty,
etc., and not the potential implications for NICT development. Even as this changed over
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time, with mobile telephony and Internet services entering public debate in the second
half of the 1990s, they were not the most important topics. Nevertheless, the outcome of
the restructuring of the telecommunications sector bad major consequences for NICT
development in these countries, since it determined the basic framework in which the
technologies would be used and developed.

In most countries, state telecommunications monopolies seemed to be ill prepared for
the new technologies. Computer networking and e-mail use had been pioneered by
academic circles, not the telecom operating companies, which were often slow at taking
up these new activities. This in part was due to the inefficiencies and the low innovation
potential of the often highly bureaucratized state companies, but also occurred because of
chronic undercapitalization. Given the inability of the state-owned carriers to meet the
demand for traditional main line telephony, many felt it unlikely that the state companies
could successfully shoulder the additional investments needed for introducing the new
technologies. These investments would require that governments stop siphoning off a
share of telecom revenues to cover other state expenditures—and governments were
reluctant to take this step given acute hard currency and fiscal shortages. This situation
meant that, politically as well as economically, the easiest short-term solution was to sell
the state-owned telephone carrier and auction off licenses for mobile telephony and
Internet services, in order to both generate instant state revenues and shift the burden of
investment to new owners.

Whereas in main line telephony the tendency for privatization to turn state monopolies
into private monopolies was strong, this was very much less so in the case of the new
technologies: mobile telephony as well as Internet services show a much greater degree
of effective competition (ITU 2002a:4).° Even in many of those Third World countries
where main line telephony was not liberalized, the new services still were opened up to
private companies, typically through the auctioning of licenses (ibid).

MOBILE TELEPHONY: THE MISSING LINK?

ITU’s 2002 World Telecommunication Development Report celebrates the benefits of
mobile telephony for Third World countries. In reference to the Maitland Commission’s
classic ‘“Missing Link’ report from 1984, which underscored the importance of providing
the people in Third World countries with telephone access, the 2002 report claims in its
chapter two title: “We found the missing link: 1t’s mobile communications.” We will now
take a closer look at this bold claim.

As occurred in the main line telephone services, the process of privatization in mobile
telephony implied internationalization: the ITU (2000:14) concludes that “...[p]ractically
all new cellular market entrants in Latin America are backed by strategic foreign
investors.” Given the booming expectations for telecommunications in the 1990s, these
transnational companies tended to have little problem obtaining significant volumes of
capital for investment in Third World telecom markets.

The example of wireless cell phones enabling telephone access for remote
communities that were hitherto unconnected to the main line network is a constant in
recent development literature outlining the benefits of the NICT for the Third World.
Mobile telephony certainly does hold considerable development potential and it
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particularly promises to extend access to geographic locations, specific professions (e.g.
truck drivers) and ways of life (e.g. nomads) that are not readily compatible with fixed-
line phones; Chéneau-Luquay (2002:11) offers an account of the advantages of mobile
telephony to the less house-centered way of life of many people in Africa and the Third
World in general. Nevertheless, these positive images are some-what misleading and the
process is far more ambiguous.

On the one hand, growth in mobile telephony has been enormous: Up from just
100,000 subscribers in 1990, and 3.5 million in 1995, the number of mobile cellular
subscribers in Latin America soared to 102 millions at the end of 2002 (ITU 2003).
According to official data (which is less reliable in the case of mobile telephony than
with fixed telephony) in almost 100 countries of the world, the number of mobile
subscribers has surpassed main line telephones (ITU 2002a:13f.). In Latin America, these
countries include Paraguay, Mexico, Venezuela, Bolivia and Chile (ibid). However, there
are downsides to this trend. A crucial negative is that tariffs are much higher for mobile
telephony than for fixed lines. In 2000 the average monthly subscription fee for main line
telephones in low and lower middle income countries was US$3.4 and US$3.9
respectively (ITU 2002a:A-28, A-29), compared to US$11.1 and US$20.1 respectively
for cellular mobile phones (ibid: A-36, A-37). The difference is still more striking when
comparing per-unit costs for phone calls. For the same low and lower middle income
countries, the price for a three-minute local call via main line telephony averaged
US$0.07 and 0.06 respectively; the same call using mobile telephony was 7 times or
more higher, at US$0.33 and 0.49 respectively (that is for off-peak hours, for peak-time
calls it is US$0.44 and US$0.68 respectively).

In light of these data, it is clear that the enthusiasm for mobile telephony has its price.
And when the ITU hails it as a milestone in telecommunications that “mobile [are]
overtaking fixed-line networks” (ITU 2002a:18), it refers to subscriber numbers but not
to the volume of telephone usage; when judged by minutes of communication, fixed-line
telephony is still clearly dominant. Nevertheless, a significant percentage of low income
sectors of society have a mobile and no fixed line telephone in spite of its higher per-unit
costs. Because many in the poorer sectors of society cannot meet the financial criteria for
subscription services, the introduction of prepaid cards has been especially important to
them. Though per-unit costs for prepaid card users generally are even higher than for
subscription users, this form of payment proved more suitable for people without bank
accounts or with irregular income (cf. ITU 2002a:14f). As a result, for users with low
income, the costs for telephone use tend to constitute an extraordinarily high burden on
their personal budget; if they are to avoid this, they can make only much reduced or only
passive use of their mobile phones. Moreover, though these cases of ‘mobile phones in
the favelas’ and other examples have been prominently publicized, in most countries the
typical mobile phone user is rather well-off economically, lives in the capital or another
urban center and uses the mobile phone not instead but in addition to his main line
access.

As in basic telephony, private companies targeted investments in the new services
towards those sectors that promised maximum revenues, meaning they concentrated
socially on business users and upper and middle class sectors of society, and
geographically on major metropolitan areas. When Brazil opened up its mobile telephony
monopoly and auctioned ten regional licenses, the S8o Paulo license alone raised a
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staggering US$2.5 billion—whereas the Amazon region, where mobile telephone service
was most needed simply for basic access (due to the extremely poor main line network),
did not meet even the minimum bid (ITU 2000:10). In order to achieve developmental
goals of social and geographical diffusion of telephony that run contrary to private
companies’ profit expectations, a number of countries have required that mobile
telephony operators contribute to compensation funds.

Given these concerns about the extent of services, it is remarkable, how easily the
ITU’s 2002 World Telecommunication Development Report throws out prior social
goals:

“The Maitland Report ended with a plea that all of humanity be brought
into the reach of a telephone by the end of the century. That rather abstract
target (...) has become a bit outdated, now that we have mobile phones
and the Internet.”
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Figure 4 Comparing Tariffs for Main
Line and Mobile Telephony: Monthly
Subscription Rates, World Countries
by Income Groups, 2000

Note: Main line tariff is for residential
users

Source: ITU (2002a)
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Figure 5 Comparing Tariffs for Main
Line and Mobile Telephony: Local 3-
Minute Call, World Countries by
Income Groups, 2000

Note: For main line calls no distinction
between peak and off-peak hours is
provided.

Source: ITU 2002a

The report continues by reformulating the coverage target in such a peculiar ways that the
notion of ‘universal access’ loses all its meaning:

“Mobile is the largest telecommunication network in many countries,
particularly lower income nations. It seems appropriate that it be included
in universal access determination. Furthermore, mobile cellular has the
added feature that accessibility to the network is easy to measure. It would
be defined as the percentage of the population within the reach of a
terrestrial mobile cellular signal, regardless of whether they are
subscribers.”

This definition, however, is simply absurd. Someone who sees cars pass by on the
highway does not have access to automobile use. Someone without a television set does
not share in the use of this technology only because TV transmission signals pass over his
home. The same is obviously true for mobile telephony. Yet the ITU’s new formula for
mobile telephony ‘access’ is no minor footnote or mistaken wording: it is one of the
central messages of the 2002 report. It sets as a high-priority development goal to be
achieved by 2006 “mobile population coverage >90 percent” in lower-middle and low
income economies, reiterating that “coverage refers to the ability to receive terrestrial
mobile cellular signals” (ibid: 20). By this redefinition, ‘universal access’ is indeed upon
us. However, it will be an insubstantial statistical triumph, with little relation to the
Maitland Report’s concern that “all of humanity be brought into reach of a telephone by
the year 2000.” Though this objective was not fulfilled in time, it is certainly not
“outdated.”
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Another misleading aspect of the current euphoria over mobile telephony for Third
World development is the failure to note that, as of today, mobile telephones essentially
offer one-to-one voice communication. It is fixed-line telephony that opens up the
possibility of accessing, through modem and computer connection, the core of the new
information and communication technologies: the Internet, e-mail applications etc.

From a development perspective, mobile telephony certainly has the potential to
expand telephone service to currently isolated geographical areas and social sectors with
specific needs. This is especially true where mobile telephony is socially embedded and
accompanied by pricing/subsidization schemes that enable participation by lower income
groups. Nevertheless, it is far from being the promised panacea for Third World
communications. High costs prevent mobile telephony from effectively reaching out to
large sectors of the population, and instead of being a “substitute to fixed-line
telephones” (ITU 2002a:20), mobile telephony is in reality much more a complementary
technology for those who already have main line access. The fundamental prerequisite
for more meaningful and large-scale NICT diffusion is still fixed-line telephony.

INTERNET SERVICE PROVIDERS: STRUCTURE AND
TRANSFORMATION

Most Third World countries, including many that did not privatize their
telecommunications companies, have opened Internet service provide