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Dollar divide, digital divide:
funding the ICT revolution 

More than two-thirds of the world’s
population do not have access to
computers, the internet and other
sophisticated new communication
technologies. Several African
countries, led by Senegal, joined
together in 2003 to find ways 
to raise funds for connecting them. 

Media toolkit on Information and 
Communication Technologies (ICTs)
This is the third in a series of short briefing documents 
for journalists on different aspects of ICTs and the
‘information society’. 

The series is offered as a service to journalists wishing 
to cover information society issues around the second stage 
of the World Summit on the Information Society 
(November 2005). 

Future briefs will cover other ICT governance institutions 
and issues, and emerging technologies. If you would 
like to receive future issues (by e-mail or hard copy), please
contact C4D@panos.org.uk or find them on the Panos
website www.panos.org.uk/communication

Computers and the internet 
have not reached the masses

At the first stage of the World Summit on the
Information Society (WSIS) in 2003, a group of mainly
African countries proposed that a fund be set up – 
the Digital Solidarity Fund (DSF) – with revenues
raised from both governments and private companies.
Many civil society organisations (CSOs) and Southern
governments supported this idea, and a voluntary
Fund was launched in March 2005. However the
majority of developed countries and donors argued
that a new Fund was not the best way to increase
funding for Information and Communication
Technologies (ICTs) in developing countries, and 
there was intense debate over the viability of such 
a fund as well as its underlying principles. 

After the 2003 summit, the UN Secretary General set
up a Task Force to investigate Financial Mechanisms
for ICT for Development. Reporting in December
2004, this Task Force found that existing funding 
was inadequate and made several recommendations
for increasing it. Champions of the DSF were
disappointed that the report did not pay more
attention to new funding mechanisms such 
as the DSF. However, by the second phase of WSIS,
November 2005, governments had agreed an official
statement on financing, the last paragraph of which
acknowledges that “the DSF will complement existing
mechanisms for funding the Information Society.” 

Updated November 2005



The digital divide

The digital divide can’t be precisely measured. The 
term is used to indicate the gap between those who
have access to the internet and computers and those
who do not. After 15 years of the ICTs revolution, 
the penetration of digital technologies into developing
nations remains small and their use restricted. 
Only 1% of the world’s internet users are Africans. 

Bridging the digital divide is seen as an important 
step towards social inclusion and economic growth.
Nobel Prize-winning economist Amartya Sen says:
“…media freedom and credible informational channels
are neglected factors when understanding hunger.”

The fact of a gap is plain to see. But there is a lot of
debate about what to do about it.

Some see the digital divide as a cause of poverty. 
They argue that lack of access to information and
communication limits the ability of poor people 
and poor countries to lift themselves out of poverty. 
In this view, investment in ICTs will trigger development.
Others argue that lack of access to communication is 
a symptom of poverty, like hunger. In their view, as poor
people and countries become richer they will spend
more on information but until then, communication 
is not their top priority. Yet another set of arguments 
is that poor people do need connectivity now, but that
rather than providing this directly, the best role for
development aid is to create the necessary conditions
at national or regional level. If basic requirements 
such as electricity, legal and investment frameworks,
and technical skills training are in place, this argument
goes, rural communication projects are more likely 
to succeed and might in many cases be funded by the
private sector.

The Digital Solidarity Fund debate 
at WSIS 2003

When the World Summit on the Information Society 
was held in 2003 in Geneva, one of the main aims 
was to produce a charter on what constitutes 
an information society. The charter was agreed by
government leaders but one issue left unresolved 
was how to finance efforts to close the digital divide. 

The main proposal on the table, to set up a Digital
Solidarity Fund (DSF), came from a group of mainly
African countries led by Senegal’s President Abdoulaye
Wade, who is Head for New ICTs in the New Partnership
for Development in Africa (NEPAD).

During the final preparatory meeting for WSIS 2003, 
no agreement was reached on the proposed DSF 
until the day before the Summit began. While supporters 
of the DSF called for a UN-administered fund that 
would bring in money to build ICT infrastructure in
developing countries, opponents rejected the idea 
of a new fund as unnecessary. The EU, which opposed
the idea, said that closing the digital divide required 
a “more holistic approach” in which finance is just 
one part – the others being technological and 
human resources. The EU also said that financing
communication infrastructures can, in most cases, 
be done by the private sector. Eventually, both sides
agreed to mention the proposal as a “voluntary fund” 
in the final Summit declaration.

In addition, the Summit acknowledged that funding 
for investment in ICTs is an important issue, and
requested the UN Secretary General to establish 
a Task Force to review the current availability of funding
and report to the second part of the Summit, in Tunis 
in November 2005. This Task Force on Financial
Mechanisms for ICT for Development presented its
report in December 2004. 

Establishing the Fund 

Although the idea of the Digital Solidarity Fund did not
receive universal backing at WSIS, it continued to gather
support, and the Fund was set up in March 2005, with 
a secretariat based in Geneva.

The Fund is registered in Switzerland as a foundation. 
Its founding member states are Senegal, the 
Dominican Republic, Equatorial Guinea, France,
Morocco, Nigeria and Algeria. Members also include
private businesses, city authorities, local governments,
and the mayors of Paris, Lyon (France), Geneva,
Delemont (Switzerland), Santo Domingo (Dominican
Republic) and Dakar among other supporters. In Europe,
the Fund has so far received commitments from only 
two countries: Switzerland and France. 

Declarations of support in principle have also 
come from governments of influential developing
countries such as Brazil, India, China and South 
Africa; from a number of Islamic countries; from 
global associations of city and local governments, 
and from intergovernmental bodies such as the 
54 member states of the Francophonie summit (the
intergovernmental agency of the French-speaking world). 

Rural telecentres illustrate some of the arguments
around the digital divide. In the 1990s aid donors
enthusiastically supported many rural communication
centres – often internet facilities with phone, fax 
and photocopier – to stimulate development and
demonstrate the role of ICTs in development. However,
the impact of telecentres was mixed: some are still 
in use while others failed because they did not meet
rural people’s real communication needs. Many did not
produce tangible results such as raising the incomes 
of the users. Therefore, international aid for
telecentres has declined.

Other reasons for the fall in aid include a shift among
some donors from supporting projects to supporting
government budgets directly; and a belief that 
the private telecoms sector provides services more
efficiently and sustainably. Nevertheless, many
Southern governments and CSOs continue to be
concerned about issues of exclusion and the need to
bridge the digital divide. Some communication experts
also argue that telecentres are important but need to
be more carefully planned – in consultation with rural
people, in order to meet their needs more effectively. 

The changing fortunes of rural telecentres



Arguments against the Fund

Special project funding or overall budget support? 
Some donors are bringing an important principle to bear
on how development aid is prioritised and point towards
the principles agreed by all parties in the Paris
Declaration on Aid Effectiveness. Aid is most effective
when priorities are set by developing country
governments themselves as part of their national
development strategies. They should make their own
decisions about how to spend aid money, including what
proportion to spend on ICT development. For these
donors, a separate and special fund like the DSF would
work against this principle.

Existing funding mechanisms have yet to be 
explored fully

Opponents of the Fund argue that there is more money
available than is being used at the moment. The Task
Force recommended various measures that could
enable existing sources to be mobilised more easily and
effectively, such as greater coordination among donors. 

Private partnership is working
Most African governments do not have the money 
and technological capacity to develop ICTs. Today’s
communications infrastructure in Africa is largely 
the outcome of private sector investments and
partnerships. Private sector involvement has seen 
over 13 million new mobile phone subscribers in 
Africa in 2003 alone. The number of phones in Uganda
has multiplied an astonishing 131 times in the last 
10 years and India – once known for its strong 
fixed-line market – has more mobile users now 
after privatisation.

New technologies are bringing costs down
Satellite and wireless technologies such as mobile
phones are often cheaper than land-line based 
internet communications and therefore offer
opportunities to build affordable communication
infrastructures that could reach more people. Some
opponents of the DSF say a new source of funding 
is therefore not needed. (See Panos London’s 
media brief on VSAT: Why calls in Africa cost more –
http://www.panos.org.uk/global/infosoc_toolkit2.asp)

There is no need for a new international organisation
Opponents of the Fund argue that a new organisation
will create costly bureaucracy and may lead to 
disputes, and is not the best solution to the challenge 
of increasing funding available for ICT. They point 
to many unanswered questions about how spending
decisions will be made, and how the Fund’s structure 
will be maintained. 

Mainstreaming ICT
In addition to the arguments against the DSF, 
donors and international agencies now believe that 
ICT projects, rather than being funded separately, 
should be supported through other projects such 
as health, education, micro-credit and agriculture. 
New studies and strategies by international agencies
suggest that ICTs on their own do not reduce poverty 
or promote development – rather, good development
plans can make good use of ICTs.

Country Amount***/Period

Canada $33 million per annum

European Commission $1.33 billion for 4 year period ending 2003

Japan $15 billion over 5 years ending 2005

France $48.5 million for 2002–05

Germany $218.5 million at present (2005)

Sweden $18 million in 2003

UK $83 million per year for ICT specific programmes 

US $200 million in 2003

ICT specific aid* by developed nations** * this aid does not show
money spent on ICTs 
when implementing other
projects such as health
and governance.

** from The Report of the
Task Force on Financial
Mechanisms for ICT for
Development

*** all figures converted into
USD on 29 July 2003 rate

The private sector has 
increased internet and 
telephone availability



Basic principles and purpose of the DSF

The fund intends to mobilise a worldwide solidarity
effort between cities, regions, states, civil society 
and the private sector, to support immediate 
action to bridge the digital divide. In addition to
traditional north-south cooperation, it intends 
to develop increased cooperation between the
emerging south and the least developed countries –
“an approach which is often better suited to local
realities”, in the words of the Fund’s website. 

The Fund will not carry out projects itself. It aims 
to finance mostly community-level development
projects that will create new activities, new markets
and improved job opportunities. Projects selected 
for support will be “non-solvent” – that is, projects 
that cannot attract private investment or local 
funding. Support will include supply of ICT equipment;
development of local content, applications and
services; and training of human resources. The 
Fund will give priority to women’s associations, youth 
or groups with special needs, such as the disabled 
or indigenous people. 

The fund intends to spend 60% of its resources 
in least developed countries, 30% in developing
countries, and 10% in countries in transition. 

So far, the Fund has put 100,000 euros into an 
ICT-related project in Banda Aceh, the Tsunami-hit
Indonesian province. It is also in the process of
selecting projects to fund in Africa.

Where the Fund’s money comes from

“The Digital Solidarity Fund is supplied through 
financial contributions made by citizens, local 
(cities and regions) and national public institutions, 
as well as by donations from private businesses 
and civil society.” (From the Fund’s website: 
www.dsf-fsn.org)

Founding members have to pay a one-off fee 
of 300,000 euros (c. $365,000) in cash or kind. 
The secretariat has so far raised US$5.7 million. 

At an early stage, a proposal was made for 
a compulsory tax on all ICT-related business
transactions. This proposal was opposed 
by developed nations, including the European Union,
the United States and Japan. Switzerland was the 
only developed country in support. The idea was
dropped, and instead a new voluntary mechanism 
was adopted, named the “Geneva Principle” 
by President Wade of Senegal: members should
contribute the equivalent of 1% of all major public
sector ICT contracts to the Fund. This 1% stays
compulsory as long as members continue to adhere 
to the Geneva Principle, but members are free to 
pull out from this arrangement. The cities of Geneva
and Delemont in Switzerland have already accepted
this principle and as a result several thousand 
euros have been transferred to the Fund, according 
to Elena Ursache, Executive Officer of the Fund.

Arguments for the Digital Solidarity Fund

The market is not bridging the divide
Supporters of the Fund argue that in the last ten 
years the private sector has failed to bridge the digital
divide between developed and developing countries 
and between rural and urban centres in developing
countries. They say the market tends to favour well-off
customers who are able to pay for goods and services. 

For example, the very rapid improvement in the
teledensity of Uganda (that is, the number of telephones
per 100 people) has indeed been driven by the 
market, as it has mostly been achieved by the spread 
of mobile phones. However, mobile phones are
concentrated around cities and towns. In rural areas,
which are served mostly by government-provided 
fixed line telephones, the teledensity growth has been
much less impressive.

Communication infrastructure is expensive
The market has also failed to develop the internet
infrastructure in Africa. For example, an email sent
within Africa has to travel via North America or Europe
due to a lack of internet exchange points within Africa.

ICT infrastructure such as regional and international
internet networks – called internet backbones – 
and optical fibre lines are very expensive. The private
sector is not interested in building these regional
structures, and investment in telecommunications
infrastructure in developing countries has declined, 
from $70 billion in 1998 to $15 billion in 2002. There 
is an estimated annual shortfall of around $30 billion 
in funding for basic telecommunications infrastructure 
in developing countries. The DSF will not fund such
major infrastructure itself, but it could play a role 
in helping to attract private investment back into the
sector: DSF funding could be used to support local
projects that, if successful, would demonstrate to
potential investors that demand for connectivity, and 
a potential market, exists on the ground. 

Existing funding sources are not enough
The December 2004 report of the UN Task Force says
“donors do not have sufficient resources to cover the
broad scope of needs across the developing world”. 
This view is generally shared. New sources of funding
are needed, and the DSF is one model. 

“...to overcome the digital divide, we need to use 
more efficiently existing approaches and mechanisms
and fully explore new ones, in order to provide financing 
for the development of infrastructure, equipment,
capacity building and content, which are essential 
for participation in the Information Society.”

WSIS Plan of Action

WSIS 2003 on the DSF



What the charter says:
“Our vision of the ‘information society’ is based on the conviction 
that access to information and the means of communication 
as a public and global good should be participatory, universal,
inclusive and democratic.”

Where the money comes from:
“The Digital Solidarity Fund is supplied through financial 
contributions made by citizens, local (cities and regions) and 
national public institutions, as well as by donations from private
businesses and civil society. The latter categories may include:
computer and network equipment manufacturers, software
developers, telecommunications operators, distributors of products
related to information and communication technologies and 
civil society associations.”

The Geneva Principle:
The Geneva Principle is a strategy by the DSF secretariat to raise
money. Members – including governments, city authorities and the
private sector – who agree to this principle will contribute to the 
Fund the equivalent of 1% of the value of public sector ICT contracts. 

The intervention strategy:
“The Fund does not participate directly in the execution of in-house
projects, or in financing heavy infrastructure. Rather the Fund
provides subsidy to community-based projects aimed at addressing
insolvent demand [targeting areas which are currently not covered 
by donors and markets] in order to create new activities, new
employment and, in the long term, new markets.”

Above
Communications infrastructure 
is crucial for national development

Below
The digital divide is part of an overall
development divide

The Digital Solidarity Fund



Useful websites for more information

www.apc.org/english/news/index.shtml?x=30736
Assocation for Progressive Communications website on financial
mechanisms (in English and French)

www.cipaco.org
Centre for international ICT policy, West and Central Africa (in French)

www.crisinfo.org/content/view/full/77
Communication Rights in the Information Society on financing
mechanisms

www.dsf-fsn.org
Official website of the Digital Solidarity Fund Secretariat 
(in English, French, Spanish, Deutch and Arabic)

http://europa.eu.int/information_society/activities/
internationalrel/global_issues/wsis/index_en.htm
European Union on financing mechanisms

www.ictdevagenda.org/print_article.php?id=561
Primer on Africa’s ICT status

www.unicttaskforce.org
United Nations Information and Communication Technologies 
Task Force

www.itu.int/wsis/tffm/final-report.pdf
The Report of the Task Force on Financial Mechanisms for ICT 
for Development

www.itu.int/wsis/tffm/index.html
WSIS official website on financial mechanisms

www.worldsummit2003.de/en/web/684.htm
Compilation of documents on financing mechanisms in the 
WSIS context

Panos London is not responsible for facts and views 
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1 Who rules the internet? Understanding ICANN

2 Why calls in Africa cost more: the need for VSATs

3 Dollar divide, digital divide: funding the ICT revolution

“We welcome the Digital Solidarity Fund … as an innovative
financial mechanism of a voluntary nature open to
interested stakeholders with the objective of transforming
the digital divide into digital opportunities for the
developing world by focusing mainly on specific and 
urgent needs at the local level and seeking new voluntary
sources of ‘solidarity’ finance. The DSF will complement
existing mechanisms for funding the Information 
Society, which should continue to be fully utilised to 
fund the growth of new ICT infrastructure and services.”

Chapter 2, Financial Mechanisms, para 38 

WSIS 2005 agreed statement on the 
Digital Solidarity Fund

The run-up to WSIS 2005

WSIS Stage 1 in 2003 failed to agree on how to increase
funding for ICT4D, so a UN Task Force was set up to look
into the situation and report to WSIS Stage 2 in 2005. 

There was some concern among civil society supporters 
of the DSF that membership of the Task Force was 
by invitation only, but the Task Force’s report (December
2004) was generally welcomed as fair and useful. 
However, some critics feel that it did not adequately
explore new financing options, including the DSF. 

The main conclusions of the Task Force were:

Most developing countries are not yet able to leverage 
the full benefits of existing financial mechanisms

There remains a question on whether existing financial
mechanisms are enough to meet the challenges of ICT4D 

Greater coordination among financing programmes and
ICT4D initiatives would improve effectiveness and make
better use of existing resources.

Its findings overall included:

Governments need to create suitable conditions for
attracting private investment into the ICT sector 

ICTs must be incorporated into national development
plans, such as Poverty Reduction Strategies 

For provision of ICTs to rural areas, the potential role 
of CSOs needs to be supported by enabling regulation 
(eg on available technologies); while national mechanisms
such as Universal Service Funds may need support 
and capacity-building 

Building the capacity of human resources is essential 
at all levels, and has been under-funded. 

The DSF was mentioned as an innovative way of bringing
local authorities into the provision of ICT4D. 

Two PrepComs in 2005 still did not reach agreement 
on financing mechanisms until the end of an extended
session of PrepCom 3 in October. This agreement, broadly
endorsing the Task Force findings, gives a place to a DSF
that is smaller and less ambitious than what was originally
proposed. It seems likely that the DSF will continue 
to focus on partnerships among local governments,
supporting local-level projects –  while major national and
regional projects will be supported through other channels.




