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‘We need to bring far more diverse
voices to the table, particularly
from developing countries and
traditionally marginalised groups.
Important digital issues have often




Foreword

All over the world platform companies are transforming
markets and sectors, ranging from retail to health care,
transport, financial services, the media and energy, to
name just a few. The COVID-19 pandemic has acceler-
ated digitalisation globally and thus supported the rise
of the platform economy.

The increasing significance of the platform economy
has unleashed conflicting effects. On the one hand, it
promises innovation, new social impetus and economic
growth as a result of disruptive business models and
technologies. On the other, it is creating entirely new
economic and societal challenges, for example in the
areas of communication and opinion-forming, compe-
tition, labour markets, data protection and sovereignty,
and in terms of reducing inequalities.

Against this background, governments and civil societies
all over the word have to consider what form adequate
governance approaches for digital transformation may
take. What regulatory policy or policies are needed for
environmentally sustainable and inclusive economic
development in the age of the platform economy?

This publication asked 68 experts from all over the
world to identify and assess the challenges that arise
from digital transformation.

Although the publication looks at trends for developing
countries and emerging economies all over the world,
special attention is paid to the continent of Africa.
Digital transformation offers Africa particular poten-
tial for development. Infrastructure can be built from
scratch and obsolete technologies can be bypassed
(leapfrogging). In coming years, digital skills and
digital infrastructure will play a central role in Africa’s
economic development. Even today, numerous African
start-ups and platform companies with innovative and
creative digital ideas generate added value for their
communities. The same holds true for international
tech companies who invest on the African continent.

At the same time, the radical structural change brought
about by the platform economy raises numerous questions
for actors in politics, administration and civil society:

How can a broad impact and digital gender equality
and equal opportunities be achieved in the course of
digital transformation? How can African companies
hold their own in competition with the world's market
leaders from the global north and what frameworks are
required for local entrepreneurs? Can the platform
economy make a significant contribution to creating
good and future-proof jobs for many people or will
existing disparities just be amplified?



How can opportunities for democracy, opinion-
forming and a strong civil society be used and risks
(e.g. fake news) be reduced?

This study wishes to make a contribution to discus-
sions in this complex and exciting area.

Dr. Sabine Mtiller
Director General of the
Africa Department

GIZ

Furthermore, the results of our survey show that the
platform economy also poses new challenges to
development cooperation. New approaches in
governance and regulatory policy require innovative
tools for delivering advice and capacity development.

Clee $wo

Dr. Elke Siehl
Director General of the
GloBe Department GIZ

GIZ
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Managing Global Governance Academy (course run by the German Development Institute)
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Organisation for Economic Co-operation and Development
Sustainable Development Goal
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Introduction

1.0 Introduction

Digitalisation is significantly increasing the pace of
change in production and consumption habits - both
in industrial countries and in developing countries
and emerging economies. New technologies permeate
all areas of life and are moving economic transactions
and social interactions either entirely or partially into
the digital arena.

Digital platforms are central mechanisms of digital
transformation. The platform economy has rapidly
assumed global dimensions and is fundamentally
changing a large number of economic sectors. Seven
out of the ten most valuable companies in the world
are based on platform business models.? Some of these
companies were only founded after the turn of the
millennium and have grown at an unprecedented rate.
These platforms operate globally and have strong
positions in their markets - Google, for example, has
over 90% of the market for internet searches and
Facebook has 66% of the global market for social media.?

The United Nations Conference on Trade and Devel-
opment (UNCTAD)* defines platforms as follows:

‘Digital platforms provide the mechanisms for bringing
together a set of parties to interact online. Transaction
platforms are markets with an online infrastructure
that supports exchanges between a number of different
parties. They have become a core business model for

major digital corporations (such as Amazon, Alibaba,
Facebook and Ebay), as well as those that are supporting
digitally enabled sectors (such as Uber, Didi Chuxing or
Airbnb)’s (UNCTAD, Digital Economy Report 2019)

The transformation towards a platform economy
offers considerable potential for development - for
example, through new innovative services, skipping
inefficient technology stages (known as technology
leapfrogging), knowledge transfer, new employment
possibilities and innovations. At the same time,
political and administrative systems are faced with
entirely new governance challenges as a result of
the radical structural change that comes with the
platform economy.

In view of the tendency of platform companies to
establish monopolies or oligopolies due to network
effects, what form should a modern policy frame-
work take? Are the approaches adopted to date for
taxing companies with digital business models still
appropriate for our times? How can the creation of
value be increased locally in a digital age? How can
the potential generated by new digital communica-
tion methods for opinion-forming and democratic
processes be harnessed and negative effects (e.g. fake
news) minimised?



These are just some of the questions that policy-
makers and the regulatory authorities have to
grapple with in the age of the platform economy.

This publication provides an introduction to the
effects of digital transformation and the platform
economy and forms a basis for discussion. The publi-
cation is targeted at employees of ministries, authori-
ties, non-governmental organisations, universities,
research institutions and projects in development
and international cooperation.

The publication is primarily aimed at those who are
looking for an overview of governance and economic
policy matters in the context of the platform economy,
in particular in developing countries and emerging
economies.

On the basis of a global survey of decision-makers
and professionals in the development and interna-

EMSD survey on digital transformation

In 2020 the Emerging Markets Sustainability
Dialogues (EMSD) programme surveyed 68 decision-
makers and professionals, most of whom came from
developing countries and emerging economies.
They were asked which trends and policy challenges
could be identified in their countries in connection
with digitalisation and the platform economy.

The aim of the survey was to gauge the mood
regarding the effects of digitalisation in general
and the platform economy in particular.

Introduction

tional cooperation sector, the effects expected in

10 policy dimensions are recorded and their conse-
quences for policy and administration presented.
Below is a brief overview of the survey and its results.
The next section illustrates the 10 policy dimensions
covered in the survey. Here the trends that define the
platform economy and possible regulatory approaches
are highlighted. It includes assessments by the surveyed
experts as well as data, background information and
concrete examples on the respective topics. In their
comments, the professionals make a detailed assess-
ment of each policy dimension and take special
regional and sectoral factors into account.

Finally, there is an interview with Kenyan digital
expert Nanjira Sambuli on the results of the study.
In this interview she outlines the specific opportunities
and challenges the platform economy poses for the
continent of Africa.

In addition, the participants were asked where they
saw governance challenges and how they assessed
the relevance of these for their countries.

The survey does not claim to be a scientific study.
Participants were professionals in the field of
development policy with different levels of expertise
in relation to digitalisation. The responses of those
surveyed reflect their personal perceptions and
assessments.
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68 participants from four continents

The study participants are members of the Deutsche They come from 26 states on different continents

Gesellschaft fiir Internationale Zusammenarbeit (see Fig. 1). Most of the professionals interviewed
(GIZ) GmbH's Global Leadership Academy (GLAC) work in politics and the public sector: other
network or are alumni of the Managing Global areas represented are academia and education,
Governance Academy (MGG) run by the German the non-profit sector and the private and financial
Development Institute (DIE). sector.

Figure 1: Number of participants per country

B
1 Number of participants 1 No participants

Figure 2: Participants according to level of national income

High-income Middle-income
countries countries
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Global Leadership Academy:

The Global Leadership Academy commissioned by the German Federal Ministry for Economic
Cooperation and Development (BMZ) and implemented by GIZ provides the opportunity for those

in positions of responsibility from all areas of society to discover new solutions for global challenges
and to develop innovative approaches in their areas of influence to implement the 2030 Agenda.

The Global Leadership Academy works with prestigious cooperation partners to run leadership
development programmes that focus on dialogue and work across different policy areas. It is
responsible for devising these formats, implementing the programme and ensuring quality together
with the cooperation partners. Starting in 2012, this has led to the creation of a network with nearly
700 people in 114 countries and more than 25 cooperation partners that implement change projects.

Managing Global Governance Academy:

The Managing Global Governance Academy based at the German Development Institute (DIE)

brings together highly qualified young managers from government institutions, think tanks, research
institutions, civil society and the private sector from emerging economies in the Global South and
from Europe. It is the main aim of the course to prepare future change makers for a professional
and private life that is dedicated to sustainable development in their home country and in the world.

German Development Institute:

The German Development Institute, which has its headquarters in the UN city of Bonn, is one of
the world's leading think tanks and research institutions in the field of global development and
international cooperation.

This Institute, which operates on an interdisciplinary basis, brings together research, advice and
training and forms an interface between theory and practice.

Figure 3: Expected impact of digital transformation

Negative
0 100 "
Expected effects of digital change Participants’ assessment as to whether
on sustainable economic development the effects are more likely to be positive
or negative


https://www.we-do-change.org/
https://www.die-gdi.de/ausbildung/mgg-academy/
https://www.die-gdi.de/
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Survey results

The professionals surveyed expect the platform The overview of dimensions shows that those
economy and digitalisation to have major effects on surveyed attributed high to very high relevance
economic development in their countries. In the to all policy dimensions (see Fig. 4).

responses, digitalisation and the platform economy .. .. .
i . . A large majority of participants considered that
were mainly seen as an opportunity for sustainable . .

their country was inadequately prepared when

it came to the challenges posed by the platform
economy. Only 3% of those surveyed are of

development. However, for 16% of those surveyed,
the risks were the dominant factor. Here the assess-

ment of digitalisation as a risk did not correlate with o . .
. . . the opinion that their country is well prepared
specific regions or sectors (see page 11, Fig. 3). ] . .

and 72% are of the view that their country is

In order to identify needs in the partner countries, prepared in some areas. 25% responded that,

the professionals were asked to rate the relevance in their opinion, their country is not prepared for
of different policy dimensions in relation to digital-  the economic and social changes brought about
isation and the platform economy. by the platform economy (see page 13, Fig. 5).

Figure 4: Priority attributed to the 10 policy dimensions

1 Data markets, data sovereignty, data security, digital consumer protection

——_

2 Labour markets, working conditions & social security

¥ ¥y ‘ ]

3 Competition & anti-trust law, intangible assets

. X ' ¥ ]

4 Digital business models, e-commerce, Industry 4.0

¥ ¥ ‘]

5 Digital financial services, start-ups in the financial sector

eaasssssss o) EE——

6 Taxation of digital services & platforms

¥ " ¥ ]

7 Democracy & the internet

e

8 Access to the internet & digital skills
¥ ¥ 0 )

9 Digital gender gap

10 Digitalisation & environment
X ' ¥ ]

Relevance —— High
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How can international development actors help high-level political discussions (3.8/5) are
their partner governments to master the challenges suitable tools.

brought about by the platform economy?
& Y P y Provision of analysis & statistics (3.6/5) and

The participants consider that capacity building & the delivery of advisory services (3.5/5) are also
training (4.3 out of a possible 5 points) followed by considered relevant (see Fig. 6).

Figure 5: Participants' assessment as
to whether their country is prepared Figure 6: Demand for development
for the challenges of digitalisation cooperation tools

@ Capacity building & training
@ High-level political discussions
@ Analysis & statistics

Advisory services

® Yes: 3% Partially: 72% ® No: 25%

Emerging Markets Sustainability Dialogues (EMSD)

A global programme implemented by GIZ, EMSD serves as an incubator and
knowledge platform for innovative sustainability solutions in and with emerging
markets. To this end, EMSD brings together change agents from think tanks as
well as the public, private and financial sectors in multi-stakeholder dialogues
focused on three core topics: ‘Sustainable Infrastructure’, ‘Sustainable Finance’
and ‘Digital Solutions for Sustainability’. To ensure a lasting impact, EMSD

and its partners scale promising solutions across GIZ's global network and
through transformation processes such as the 620 engagement groups.









Data is becoming the resource of the 21st century

2.1 Data is becoming
the resource of the
21st century

Policy dimension:

- Data markets

- Data sovereignty

« Data security

- Digital consumer protection

Relevance:
e e
High
Survey results: 7 O/
Question:

‘What relevance should
policy-makers attribute to
the policy dimension “data

markets, data sovereignty,

data security and digital o 6 06 0O
consumer protection” in

their countries?’

of those surveyed awarded a minimum of
4 out of 5 possible points.
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Policy dimension: data markets, data sovereignty, data security, digital consumer protection

Core statement:

Until recently, data was generally free but, as a result of

the rapid growth in data flows and increased economic use,
it became subject to market forces. With this background

in mind, those involved in policy and administration in
industrialised countries, developing countries and emerging
economies are paying greater attention to issues relating to
digital data protection, regulation of digital markets and
data sovereignty.

Regional perspective

In general, participants from Asia and
Latin America rated this survey item as
being very important.

 Asia: 4.6 out of 5 possible points

» Latin America:
4,4 out of 5 possible points

Sectoral perspective

This dimension was most
important to participants from
the academia & education sector
4,4 out of 5 possible points.

Academia & education



Data is becoming the resource of the 21st century

Facts and figures:

Strong growth of data traffic,
measured as global IP traffic®

2022 (forecast)

2017

2002

1992

Forecast for internet data traffic during
the period 2017-2020 according to regions
of the world’

Africa, the Middle East and Latin America
only account for approx. 10% of global internet
data traffic.

Data traffic in the Middle East and Africa
is growing at an above average rate of
41% a year. Global average: 26%

Africa's data processing capacity is also
increasing with the growth in data flows, even
if this increase is comparatively moderate®

Undersea fibreoptic cable for
Facebook and partners
Length: 37,000 km

Name: 2Africa

Planned start-up: 2023

In 2019 the continent of
Africa had more than

To put this in perspective: globally there are around

Brief overview

As the information in the facts and figures
(left-hand column) shows, the transfer of social
interactions to the digital space has increased
dramatically since the turn of the millennium.
This means every click, like, share or swipe is
generating data on the internet that can be traced
back to the user (groups). Increasing data density
allows detailed user profiles to be produced,
which permits a precise analysis and, in part,
prediction of behaviour patterns.

Digital platforms specialise in the professional
processing of data and generate economic value
through its use. This involves evaluating immense
data flows with the aid of artificial intelligence
(AI) to analyse and model needs and behaviour
patterns.

As a result of digital networking of production
factors, data is becoming a basic resource, even
beyond the platform industry - take for example
automatic communication between devices
(internet of things, or IoT). Vera Songwe, Executive
Secretary of the United Nations Economic
Commission for Africa, identified ‘data as the
world's most important commodity’ for generating
economic growth.?

The disclosure and processing of personal data
and its use in data markets raises questions about
the lawfulness of data collection and ownership
rights, power of disposal, digital protection of
personality rights and data security.’® In addition
to the challenge of ensuring that data is secure in
commercial or public interactions, it is increasingly
becoming necessary to protect data from criminal
attacks from the internet (cyber crimes).

The problem of lawful data collection is becoming
even more relevant as a result of the COVID-19
pandemic: for instance, there has been an
exponential rise in the use of digital means of
communication (e.g. Zoom) and online services
(e.g. increasing orders with online delivery services).
Furthermore, governments and authorities have
introduced tracing apps to track the spread of
infection as a means of fighting the pandemic.



Policy dimension: data markets, data sovereignty, data security, digital consumer protection

The rise in the data economy raises the question
of which new regulatory requirements to protect
personal data and national data sovereignty are
being created. Many governments have taken the
initiative here: according to UNCTAD, to date
only 34 countries have not yet passed correspond-
ing laws.!! In Africa, however, only 17 states have
passed comprehensive data protection legislation.
The legislative process is still under way in
other states.!?

The General Data Protection Regulation (GDPR)
of the European Union (EU), which takes a regional
approach to regulating data processing, is often
considered an international standard for protecting
personal data.®® It is a common, pan-European,
directly applicable legal standard that regulates
data collection and storage in favour of users.
Other states have followed Europe's example and
introduced similar regulations (e.g. Brazil, India,
Japan and South Korea).**

Data protection regulations can, however, only
guarantee full protection of personal data in the
geographical area covered, even if service provid-
ers from other countries and regions undertake to
comply with the rules. Data transferred from
Europe via a platform service provider to be stored
in a computer centre outside the EU cannot, in
practice, be protected against unlawful access.
The computer centre is subject to the competent
courts of the state in which it is located. For this
reason, regulation should go hand in hand with
an adequate digital infrastructure in order to
give effective protection.!® The GAIA-X project is
currently creating the basis for a comprehensive
European digital infrastructure which ensures
data sovereignty.'®

Regional regulations for digital internal markets
will be key in the future. This will not only ensure
protection of personal data with the help of modern
standards for the data infrastructure and internal
and supraregional data traffic, but will also maximise
the economic potential of digitalisation. In this
connection, the data flagship launched jointly by
the European Union and the African Union (AU)
is a promising initiative.

Data Protection Africa is a publicly accessible
online portal on data protection that is operated by
the South African consultancy firm ALT Advisory.

The online portal publishes information on the data
protection regulations in 32 African countries and
their enforcement.

Relevant court judgements on different aspects of
data protection are also collated on the portal.

References for further reading and the final notes
for all sections can be found in the Annex from
page 68 onwards.



Platforms change forms of work and employment relationships

2.2 Platforms change forms
of work and employment

relationships

—> Policy dimension:

- Labour markets ﬁ
» Working conditions &
social security Q ;

Relevance:

___

Survey results:

Question:

‘What relevance should
policy-makers attribute to
the policy dimension
“labour markets, working
conditions & social security
in their countries?’

»

20

High

Labour market regulation scores
on average 4,1 out of 5 possible
points.

Regional perspective

Participants from Latin America
considered this dimension to be
particularly important, awarding
4.4 out of 5 possible points.



Policy dimension: labour markets, working conditions & social security

Core statement:

Digital platforms change the way in which services are
performed. Platforms that connect workers with customers
(gig economy) create jobs and open up new opportunities for
developing countries and emerging economies (e.g. through
formalising work). At the same time this structural change
creates new conflicts between innovation and traditional
sectors (e.g. ride hailing apps vs. conventional taxis).

<
Sectoral perspective @

Participants from the fields of non-profit Non-profit
(4.5 out of 5 possible points) and academia & education
(4.5 out of 5 possible points) consider this dimension
to be particularly relevant.

Academia & education

Perspective according to income level

Tends to be more significant with increasing income:

Middle-income countries (lower range): 4 out of 5 possible points,
Middle-income countries (upper range): 4.2 out of 5 possible points,

High-income countries: 4.3 out of 5 possible points.

21



Platforms change forms of work and employment relationships

Facts and figures:

In the Global South, it is estimated that
30 million workers found jobs through
platforms in 2019 (gig workers).”

30 mittion

In a study conducted in eight African
countries, the number of platform

workers was estimated to be approx.
4,8 million.”®

4,8 mittion

Platforms create jobs
in South Africa.??

A survey conducted by
the Fairwork Foundation
of South Africans who
worked via a platform
showed that approx.
30% of those surveyed
were previously
unemployed.

30% %

22

Brief overview

The platform economy creates new types of
working relationships. Digital platforms connect
service providers, who are often self-employed,
with customers for largely short-term work (gigs),
reducing transaction costs in the process. As a
rule, a distinction is made between work required
at a specific location and web-based platform work.

For platform work at a specific location, services
are procured digitally but provided on site. This
includes things like taxi rides, domestic help and
logistics services. In contrast, web-based platform
work is carried out on a fully digital basis and,
with internet access, can be performed any-
where - examples include information technology
services and creative work.

Platforms make it easier to access the market
because of the low entry barriers. This increases
earnings potential, including for workers with
fewer formal qualifications. Online platforms
create a global sales market for individual services.
Developing countries and emerging economies
are often at an advantage when it comes to costs.
This includes both less sophisticated work -
known as click work (e.g. labelling graphics) - as
well as standardised processes such as call centre
services and even highly qualified areas such as IT
services or creative work.?

The platform work also demonstrates other ef-
fects, depending on the degree of formality of the
labour market. In informal markets, platform
work represents a first step towards formalising
the labour market on account of the registration
of workers and formal payment. As labour markets
in developing countries are typically more informal,
the fact that work is formalised can have particu-
larly positive effects. However, better regulation

in relation to taxation of workers may prove to
be a disincentive to moving from the informal
labour market to the formal sector. Policy-makers
therefore face the challenge of striking a balance
between effective regulation of platform work
and incentives to formalise work.

Formal working relationships are visible to policy-
makers and can be regulated. For labour markets
that already operate on a formal footing, there is a
risk that working relationships conducted via



Policy dimension: labour markets, working conditions & social security

platforms can be more insecure. The protective
mechanisms established under labour law no
longer apply due to the service provider’s pseudo
self-employment, even though the platforms still
have the de facto authority to issue the worker
with instructions.

Highly qualified online work, in particular,
requires digital skills. Suitable general conditions
are vital if the potential of digital work is to be
exploited to the full to support the economic
development of developing countries and
emerging economies. Alongside fair working
conditions, these include the promotion of a
digital infrastructure in particular.

Platform work entails new requirements for the
regulation of labour markets and social insurance
systems. The first laws in which gig work is taken
into account have already entered into force,

for example in California:** since January 2020,
companies have had to overcome higher hurdles
before they can classify platform workers as self-
employed. This aims to strengthen social protec-
tion for gig workers. However, several platform
companies have successfully introduced a ballot
proposition (Proposition 22) to vote against this
law so that they can be exempted from the new
regulation.?

A study by the think tanks Cenfri (South Africa)
and JustJobs Network (India) in six African and
Asian countries found that there are currently
no specific regulations on platform work in these
countries. The authors of the study point out that
those responsible for policy and administration,
including in the Global South, are faced with the
new challenge of creating a modern framework to
regulate work in the platform economy that reflects
the degree of digitalisation in their country.?

23

The Fairwork Foundation is a BMZ-financed project
run by the Oxford Internet Institute which aims to
improve standards in the global gig economy.

The Fairwork Foundation evaluates digital platforms
on the basis of five principles for fair work and
produces a ranking. The principles were developed
with a number of actors, including the International
Labour Organization. They are: Fair remuneration,
reasonable working conditions and contracts, fair
management and the right to representation.
Fairwork Foundation awards a maximum of

10 points in collaboration with local institutions.
Where it can be shown that the minimum standards
have been met, one point is awarded per category,
with a bonus point for more extensive measures.

Platforms were evaluated in India and South Africa
in 2019 and 2020, although to date no organisation
has received the maximum number of points.
The top performers are Sweepsouth, GetTOD and
NoSweat in South Africa and Urban Company in
India, each receiving eight points.

Based on the assessment, targeted measures
to boost capacities and adapt structures are
implemented in cooperation with the platforms
in order to improve working conditions.



Digital platforms pose new challenges for open competition

2.3 Digital platforms
pose new challenges
for open competition

Policy dimension:
« Competition & anti-trust law
« Intangible assets

Relevance:
X " ¥ ]
High
Data from
the survey: 3 8 5
)
Question:

. points is the average score given for

policy-makers attribute to

the policy dimension O 6 6 0 O
“competition & anti-trust

law, intangible assets”

in their countries?’
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Policy dimension: Competition and anti-trust law, intangible assets

Core statement:

The specific business model with multi-faceted
user relationships creates network effects.

As aresult, markets with digital platforms are
prone to monopolies or oligopolies Existing
competition regulations are often not sufficient
to take these new circumstances into account and
to respond appropriately to the rapid growth of
the platforms.

Regional perspective

Comparing the results from the different
regions of the world, it is the participants from
Asia who attach most importance to this
dimension, with 3.9 out of 5 possible points.

Sectoral perspective

Participants from the academia & education
sector attach most importance to this dimension,
with 3.8 out of 5 possible points. Academia & education

25



Digital platforms pose new challenges for open competition

Facts and figures:

Platform companies are becoming
powerful global players:

Seven of the ten most valuable
companies in the world are based
on platform business models.?®

B
ityis forecast that 300/0

of global sales revenues generated by
companies will be achieved with the aid
of platform models.?’

Network effects and high costs of
change allow digital platforms to
obtain a strong market position

Google has captured 900/0 of
the market for internet searches

Facebook has a 680/0

share of the global market
for social media.?

Amazon accounts for more than one third
of global online retail trade.?®

The figures in Africa are similar®:

Facebook has a

63% share of

the market for
social media

26

Brief overview

The business model of platforms is based on
handling the interactions between different user
groups, thereby reducing the transaction costs for
users. A distinction is made between advertising
platforms (e.g. Facebook) and transaction plat-
forms (e.g. Amazon).* Advertising platforms
publish adverts from third parties. In contrast,
transaction platforms are paid for their agency
services (e.g. via a fee for acting as an intermedi-
ary between the contracting parties).

Platforms generate network effects. This means
that the platform becomes more and more useful
for individuals as the number of actors who are
active on the platform increases. This subsequent-
ly increases the cost of changing to other provid-
ers (the lock-in effect). One example of this effect
are ride-hailing platforms (e.g. Uber) that connect
taxi drivers with customers. The more drivers
who use the platform, the shorter the waiting
times for passengers. The reverse also applies: it
becomes less attractive to change to platforms
with a smaller number of users. This dynamic
means that individual platform providers
routinely become very strong in the market.*

This preferential position in the market allows
key platform actors to distort the market through
unconventional measures. These include limiting
access to the platform, prioritising the company's
own products or transferring user data to other
areas of the business.

The dynamic transformation of traditional
markets to the digital platform economy has
implications for competition and anti-trust law.
This trend has been accelerated further by the
COVID-19 pandemic and the already strong
growth of many platform companies, increasing
the pressure on the regulatory authorities.

Current regulations look at pricing power and
possible price fixing. However, platforms do not
use the same price setting mechanisms as in
conventional markets; as users ‘pay’ with their
data, the conventional focus on price changes as
aresult of monopolies or oligopolies is not so



Policy dimension: Competition and anti-trust law, intangible assets

effective. Users can access Google's search engine
free of charge but, in exchange, Google gains
valuable data on user behaviour. In addition to
this, there are new supervisory questions such as
those relating to the ownership and monetarisa-
tion of the data collected. Regulatory authorities
are therefore increasingly taking further factors
into account such as consumer and data protec-
tion, costs of change and the opportunities for
new companies to enter the market.

Competition authorities and politicians are in-
creasingly responding to the new types of chal-
lenges posed by the platform economy. An exam-
ple is the involvement of the Organisation for
Economic Co-operation and Development (OECD).
Its Competition Committee has held several dis-
cussions, conferences and workshops for those
who hold positions in the fields of competition
policy and regulation. In addition, in 2016 the
OECD classified the digital economy and innova-
tion as long-term topics for discussion and in 2018
published a report on regulating competition for
multi-site platforms.

Regulating competition in Africa takes very
different forms. While some states do not have
any legal regulations in this area, Kenya and
Egypt have already made specific adjustments

to regulate digital platforms. For instance, the
Egyptian competition authorities only allowed
Uber to buy the ride-hailing company Careem on
the provision that it lowered entry barriers, dis-
pensed with exclusivity clauses with business
partners and disclosed travel data to the authorities.
Furthermore, they stipulated that an independent
trustee had to be appointed to monitor adherence
to the agreements.** Kenya has adjusted the defi-
nition of markets that are relevant for
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competition law so that these now expressly also
include the special factors that apply to multi-site
platform markets.*®

In 2018, the Indian Government passed a new

law on online trading to prevent online traders
such as Amazon and Flipkart from adopting anti-
competitive practices. The regulation prohibits the
platforms from offering products from companies
in which they hold a stake.

With the Digital Markets Act, the EU Commission
has proposed principles relating to competition
law that apply to online platforms. One of the
aims here is to prevent unfair barriers to entry.”

In 2020, the United States International Trade
Commission launched an initiative to examine how
platform companies behave in relation to competition.
This involved the big five in the sector having to
disclose information for analysis on all takeovers
of companies in the last 10 years.®® In addition

to this, at the end of July 2020 the CEOs of the
platform companies Google, Apple, Facebook and
Amazon had to appear before the United States
Congress to answer questions about doubtful
practices under competition law.’*** A report

was published by the United States Congress in
October 2020 based on this hearing and other
sources.” The United States Department of
Justice has also accused Google of breaches of
competition law.*2



Digitalisation permits new business models and forms of production

2.4 Digitalisation permits
new business models
and forms of production

Policy dimension: I:I

« Digital business models // \
* E-commerce < \
-
« Industry 4.0 gﬂ - / - m
Relevance:

Data from the survey:

For the participants, this dimension is the second
most important, scoring 4.3 out of 5 possible points
on average.

Question:

‘What relevance should This policy dimension scores
policy-makers attribute to 4.3 out of 5 possible points.

the policy dimension ® 6 0 0 O

“digital business models,
e-commerce, Industry 4.0”
in their countries?’
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Policy dimension: digital business models, e-commerce, Industry 4.0

Core statement:

With digitalisation, new business models are possible.
Autonomous communication and new technologies

promise quantum leaps in production. However, developing
countries need innovative ecosystems and digital skills so

that the population in these countries can benefit from

the opportunities offered by digitalisation.

Policy-makers must determine the best way to design the
regulatory framework in order to benefit from the opportunities
associated with digital business models, e-commerce and
Industry 4.0 and at the same time minimise the associated risks.

Perspective according to income level

For participants from the lower range of middle-income
countries, this is the most important of the 10 policy
dimensions: 4.5 out of 5 possible points.

Regional perspective

For respondents from Africa, digital business models are the second
most important dimension, with 4.3 out of 5 possible points overall
(the most important dimension for participants from Africa is access

to the internet, scoring 4.6 out of 5 possible points). O
Sectoral perspective @
The participants from the non-profit sector assign the highest

priority to this dimension, with 4.7 out of 5 possible points. Non-profit

No dimension was rated more highly by those surveyed from the
non-profit sector.
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Digitalisation permits new business models and forms of production

Facts and figures:

E-commerce volumes
(worldwide and Africa)

Worldwide e-commerce volumes in 2017:
USD 29,37 trillion

compared to the previous year*

Sales volumes of African
e-commerce markets in
2020 (estimated):

USD 19,8 billion

compared to the previous year*

Number of purchasers
(worldwide and Africa)

More digital purchasers worldwide; a further
increase is expected*:

2021 (forecast)

2018

2014

The number of active
customers on the
African online trading 6,4
platform Jumia has
more than doubled
in three years.‘®

million

Industry 4 0 in South Africa®

Digitalisation & automation up to 2030 (net)
Potentially new jobs:

University graduates
required for
technical tasks
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Brief overview

Digitalisation has fundamentally changed the
world of business. Companies that systematically
digitalise their processes, products and services
can grow extremely quickly thanks to new tech-
nologies. Digital, easily scalable business models
provide opportunities for exponential growth.
Higher computing power through the continuous
improvement in processors, greater connectivity
and intelligent use of data and analytics allow
rapid progress to be made. This aspect is closely
related to the 2030 Agenda and the Sustainable
Development Goals (SDGs), especially SDG 9:
Industry, Innovation and Infrastructure.

Digitalisation not only changes production and
the service sector; it also changes business models.
Many new digital platforms are created as a result
of this. These change the relationships between
providers and users. Platforms are becoming in-
creasingly important in the context of e-commerce,
where goods and services are available at lower
prices and with a more varied selection than from
brick-and-mortar outlets.

However, it must be emphasised that just a few
digital platform providers from the USA or China
dominate the market, for example in the areas of
infrastructure services, social media, e-commerce
and search engines. The risk here for developing
countries is that platforms will give them lower
priority in the global data value chain and they
will have to accept competitive disadvantages as a
result of the financial outlay for purchasing data.

Even platform providers from developing coun-
tries and emerging economies are sometimes un-
der the influence of industrialised countries. For
instance, the large e-commerce platform Jumia,
which was originally dubbed the ‘African Ama-
zon’, has come in for criticism because neither the
developer team nor the company management
are based in Africa.

The comparatively low use of e-commerce in
countries with low income indicates potential for
development. This is because integration into
global value chains holds out hope of economic
growth, although high barriers exist. Internet



Policy dimension: digital business models, e-commerce, Industry 4.0

access is needed to use e-commerce platforms.
Furthermore, electronic payment is often required
and by extension access to bank accounts or a
means of transferring money via mobile devices
(mobile money). However, poorer sections of the
population, in particular, often do not have access
to these payment options. Finally, e-commerce
companies have to overcome high logistical
obstacles in developing countries because
considerable effort is often required to transport
the goods from the seller to the customer.

In order to create better conditions for successful
e-commerce, aspects such as infrastructure for
information and communications technologies
(ICT), logistics and mobile payment systems with
a global reach need to be expanded, and favour-
able regulatory conditions also need to be estab-
lished. These are particularly effective if they are
embedded in connection with different sectors
such as consumer protection, tax policy, competi-

tion law, trade policy and environmental protection.

Disruptive digital technologies also lead to new
combinations for Industry 4.0, which bring about
fundamental changes in production. Central
mechanisms include mass personalisation*, the
use of intelligent analytics, the man-machine
interaction and the latest production methods
(e.g. 3D printers). Industry 4.0 will drive forward
and accelerate changes in production methods.

The fact that the survey participants rated this
policy dimension very highly demonstrates
that this topic will be very relevant for policy-
makers in the next few years. This is because

a well-designed general framework can have
along-term effect on economic development.
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Konga.com is an e-commerce platform established
in 2012 that operates from and for Nigeria. The
online marketplace for third-party vendors offers
products in many different categories; these include
consumer electronics, fashion, household appliances,
books, children's toys, and health and hygiene articles.

The company has its own logistics service
(KXPRESS) and its own online payment solution
called KongaPay.

After it was taken over by Zinox (a Nigerian computer
manufacturer and trader), the company has posi-
tioned itself in Africa as a vendor that uses many
different channels to contact its customers.

In March 2019, Early Metrics (a rating agency
for start-ups) counted Konga among the best

14% out of a group of 2,100 start-ups from all
over the world.



Digital financial services enable financial inclusion

2.9 Digital financial
services enable
financial inclusion

Policy dimension:
- Digital financial services D
- Start-ups in the financial
7

-
sector o $ 7 7 s

Relevance:

Data from
the survey: 4 5

Question:
points is the average score given for
this policy dimension.

‘What relevance should
policy-makers attribute
to the policy dimension ® © & & ¢
“digital financial services,

start-ups in the financial

sector” in their countries?’
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Policy dimension: digital financial services, start-ups in the financial sector

Core statement:

Digital technologies revolutionise the financial sector
with innovative approaches. The key promise of fintech

is the removal of barriers in the financial sector through
mobile phone or web-based solutions. Africa has largely
leapfrogged the development stage of conventional

bank accounts and is the global leader in the use of mobile

money apps.

Perspective according to income level

Compared to other income levels, participants from
middle-income countries in the lower range rate this
dimension as very important, with 4.2 out of 5 possible points.

Regional perspective :
The participants from Asia rate this dimension as very @

important, with 4.4 out of 5 possible points.

Non-profit

Sectoral perspective ]
Participants from the non-profit and academia &

education sectors rate the dimension as being

of above-average importance, with 4.1 out of 5

possible points (average: 4 out of 5 possible points).

Academia & education
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Digital financial services enable financial inclusion

Facts and figures:

Financial inclusion (as at: 2017)*®

1,7 billion adults do not have a
bank account - nearly all live in
developing countries, 56% of
them are women.

17 oo RS

billion

Use of mobile money
(as at: 2019)"

There are more than one billion registered
mobile money accounts worldwide, including
469 million in SubSaharan Africa (SSA).

Y 1 billion

2019

Worldwide transaction volumes
via mobile money

$456 billion

of which in
Sub Saharan
Africa
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Brief overview

The internet and other modern technologies
make it possible to redesign financial services.
These digital financial services are grouped
together under the term fintech (financial services
technologies).

Digital financial services can make a significant
contribution to financial inclusion. They give
both individuals and companies access to cheap
financial products/services®, simplifying transac-
tions between different actors. Financial inclu-
sion is a key element for achieving several SDGs.
These include SDG 1 (No Poverty), SDG 8 (Decent
Work and Economic Growth), SDG 9 (Industry,
Innovation and Infrastructure), SDG 10 (Reduced
Inequalities) and SDG 12 (Responsible Consump-
tion and Production).

Furthermore, developing countries can skip the
evolution of conventional financial services (leap-
frogging) or close gaps in the infrastructure with
the help of digital financial services. An example
of this is mobile money: ‘Mobile money - the ability
to send, receive and store money using a mobile
phone - has brought financial services to people
who have long been ignored by traditional banks.
It reaches remote regions without physical bank
branches.’ (Report of the UN Secretary-General’s
High-level Panel on Digital Cooperation, 2019)%

Many African states are much more advanced
than most industrialised countries when it comes
to mobile money. One African application that
illustrates the progressive nature and use of
mobile money in Africa is M-Pesa.

M-Pesa is a system for processing basic financial
transactions that is widely used in Africa. Since
M-Pesa was launched in Kenya in 2007, payments
can be processed by mobile phone, without the
need to have a bank account.

Cash can be paid in or withdrawn via traders
(M-Pesa agents) and converted into a digital bal-
ance in the account.® This has had a positive effect
on the prosperity of the Kenyan population. A
study has provided evidence that approx. 2% of
Kenyan households (approx. 194,000) have been



Policy dimension: digital financial services, start-ups in the financial sector

able to get out of poverty through using M-Pesa
as a savings and real-time money transfer account.
Women, in particular, benefit from M-Pesa, as
they gain greater scope for action through mobile
money and are more economically active.’*

However, the rise of M-Pesa also has negative
consequences. M-Pesa has a strong position in
the market because of the large number of users.
It has faced criticism that its application program-
ming interface (API) can only be used by digital
entrepreneurs to a limited extent and that the
service is associated with high hidden transaction
costs. The Bill & Melinda Gates Foundation has
raised the issue that a mobile money transac-
tion on the Kenyan market for USD 1.50 incurs
transaction costs of USD 0.30.5557

Apart from mobile money applications, new
decentralised and transparent data storage tech-
nologies such as the blockchain provide more
security and transparency for financial transac-
tions. However, even applications based on block-
chain entail risks. For example, cryptocurrencies®
that use blockchains are criticised because they
allow transactions to be executed anonymously.
A study came to the conclusion that around 46%
of transactions serve illegal purposes.* Regulatory
authorities therefore need to design the framework
in such a way that cryptocurrencies can make a
positive contribution to economic growth.

Fintechs are a catalyst for the entire digital economy.
However, effective development of fintechs is
highly dependent on the respective framework.
This includes, for example, a suitable infrastruc-
ture, the availability of the internet and mobile
phones and monitoring by the regulatory author-
ities, paying close attention to data protection and
data security (e.g. the EU's PSD II). In addition to
this, sustainable promotion of interoperability
between mobile money accounts, banks and APIs

is particularly important.

Modern regulatory approaches are essential in order
to ensure financial stability and legal certainty in
the highly dynamic field of digital financial
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services. At the same time, the innovative potential
of fintechs must not be suppressed. Real laboratories
(regulatory sandboxes) represent a very promising
solution here, because they provide an opportunity
to test innovations and regulatory concepts under
real conditions.

Moneywave is a platform for payment services.
It provides a service for local traders to send
money immediately to any bank or mobile money
account in selected African countries (currently
Kenya, Nigeria and Ghana). Previously, this
would have taken several days. An AP| layer

is integrated into the trader's business
platform. This allows payments to be made
and received in every format, i.e. via bank
transfer, card or cash.



Digital platforms - striking a balance between boundless opportunities and national taxation

2.6 Digital platforms -
striking a balance between
boundless opportunities
and national taxation

Policy dimension:

- Taxation of digital @ .
services & platforms 9 M

Relevance:
X - ¥ ]
High
Data from
the survey: 3 7 5
)
Question:
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‘What relevance should : o )
for this policy dimension.
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“taxation of digital

services & platforms”

in their countries?’
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Policy dimension: Taxation of digital services and platforms

Core statement:

The fact that services are being moved to the digital
realm presents states with the challenge of how to tax
these services appropriately. Digital companies frequently
manage to drastically reduce their tax burden through
clever tax planning. New tax regulations for digital
services are crucial so that profits can be taxed at the
place where they are made.

This will allow developing countries and emerging
economies to profit from the growth of these services,
because generally this is not where the platform
companies have their headquarters.

Perspective according to income level

Major differences in rating this dimension between
participants from middle-income countries in the
lower range (4 out of 5 possible points) and participants
from middle-income countries in the upper range

(3.3 out of 5 possible points).

Regional perspective

For participants from Asia, the tax aspects were by far

the most important, as they rated this aspect with 4.3 out of 5
possible points, followed by participants from Africa,

with 3.8 out of 5 possible points.
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Digitale Plattformen - im Spannungsfeld zwischen grenzenlosen Moglichkeiten & nationaler Besteuerung

Facts and figures:

In the EU, the effective average
rate of taxation for multinational
digital companies is 9,5%°

9,5%

Each year up to USD 240 billion is
missing from national budgets because
of base erosion and profit shifting.®®

According to estimates, two thirds of all
international e-commerce transactions
are processed via platforms.5
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Brief overview

Taxation of companies and economic transactions
form the basis for state revenues and the associated
provision of community goods. It is therefore
essential for states to generate solid tax receipts,
and companies, as economic stakeholders with
responsibility in society (corporate citizens), have
an obligation to pay a reasonable amount for the
use of public infrastructure. Equally, states benefit
from a thriving digital economy and must ensure
that they remain attractive as a place for companies
to do business.

In this context, governments are required to
strike a balance between taxation and economic
development. An outcome of the global economy
is that states compete with each other and
companies deliberately exploit the different
national tax regulations and rates to maximise
their profit. As developing countries are more
reliant on receipts from corporate taxation, they
are disproportionally affected by companies' tax
avoidance strategies.

In the context of the 2030 Agenda too, tax receipts
are highly relevant as a contribution of states
towards financing the SDGs. UNCTAD estimates
that the annual shortfall in finance for achieving
the SDGs by 2030 is approx. USD 2.5 billion.®
Developing countries and emerging economies,
in particular, do not have sufficient capacity to
generate adequate tax receipts and use these for
their country’s sustainable economic development.
It is therefore all the more important to regulate
the fast-growing digital economy at an early stage.

In view of the fact that digital transactions and
business models are becoming more significant,
questions about taxation of these new sectors are
even more relevant. The OECD considers that the
aspects of the digital economy listed below have
far-reaching consequences for taxing companies:®®
1. Digitalisation allows companies to expand into
new markets without having a physical presence
(scale without mass).

2. The value created by digital companies is
increasingly derived from intangible assets
(software, algorithms or data).



Policy dimension: Taxation of digital services and platforms

3. User data is making an ever greater contribution
to value creation.

As aresult of these factors, it is becoming easier to
separate value creation from taxation geographi-
cally and the problem of multinational companies
planning in such a way that they minimise their
tax burden (base erosion and profit shifting)®” has
intensified. As the taxation systems that currently
apply are based on companies being physically
present in the country of taxation and intangible
assets are highly significant in value creation, the
tax regulations must be adapted systematically.

Studies by the Taskforce on the Digital Economy
as part of the OECD/G20 Inclusive Framework
show that action is required. However, no inter-
nationally binding agreements have been reached
yet. This can primarily be attributed to the fact
that the individual countries have different views.

Some states have already taken action and have
passed unilateral regulations to compensate for
the absence of multilateral solutions. France and
South Africa, for instance, levy tax on digital ser-
vices that are provided for users in their countries,
regardless of where the service provider is physi-
cally present.®® Indonesia has also implemented

a 10% tax on digital cross-border services and
intangible assets.®7°

Recently, several states in Africa have followed
South Africa's example and are taxing services
from foreign service providers that are delivered
digitally. Examples include Angola, Algeria and
Cameroon.”* When taxing services it is important
to prevent taxes being shifted to users, as this
would reduce the development potential.

Taxation of the digital economy is being discussed
in Africa at AU level.”? The outcome statement of
the 4th High Level Tax Policy Dialogue notes that
the African Tax Administration Forum (ATAF)

is developing guidelines for designing a digital
tax (digital services tax) for African countries.
The statement also concludes that African coun-
tries need to develop their capacity to record and
track digital transactions substantially.
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In view of these challenges and the global dimen-
sion of the digital economy and competitive tax
regimes, multilateral solutions on future taxation
of the digital economy must be found.

The concept of ‘significant economic presence’ has
been incorporated into the Nigerian Companies
Income Tax Act (CITA) through the Nigerian Finance
Act (2019). The purpose of the concept is to calcu-
late the revenues generated within the country

by non-resident companies that offer digital and
other specified services in Nigeria.”

A catalogue of criteria in the CITA implementing
regulation issued by the Nigerian Ministry of
Finance defines in greater detail the significant
economic presence of foreign companies that
offer digital services in Nigeria.”



Democracy versus the internet?

2.7 Democracy versus
the internet?

Policy dimension:
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Relevance:
G D
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of those surveyed give this dimension

Question: the maximum 5 points.
Wl:lat relevance Sh?uld This policy dimension scores
policy-makers attribute 4.1 out of 5 possible points.

to the policy dimension
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in their countries?’
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Policy dimension: democracy and the internet

Core statement:

The internet is considered be a democratising medium.
Democracies can be nurtured by the internet through
better information, decentral communication and social
participation. Nevertheless, digital interaction is not an end
in itself: it can only support analogue endeavours. At the
same time, more cases are occurring where states with
anti-democratic values are instrumentalising the internet

to secure their hold on power.

. . A
Regional perspective
Respondents from Latin America consider
this dimension to be particularly relevant,
giving it 4.6 out of 5 possible points.

Academia & education
Sectoral perspective

Participants from all groups see democracy and

the internet as very important dimensions: <
» Academia & education: LTl
4.4 out of 5 possible points, Authorities

Non-profit

* Authorities: 4.1 out of 5 possible points,

» Non-profit sector: 4.2 out of 5 possible points.
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Democracy versus the internet?

Facts and figures:

Social networks are a source of
information’®

A survey showed that WhatsApp is
the main source of information for 79%
of Brazilians.

S
* 9%

of Brazilians

Social media as a medium
for political manipulation

During the US presidential elections in 2016,
data from up to 87 million Facebook profiles
was passed to the company Cambridge
Analytica. This data was used in a targeted
way to exert political influence.’®

87 million Facebook profiles
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Brief overview

Digital information channels change the
interaction between citizens and the government
when it comes to the provision of services and
community participation. Firstly, authorities can
organise services and administrative processes
more efficiently using digital channels. Secondly,
citizens can obtain better information about
political matters and become involved in
democratic processes.

Digital reporting can make state activity more
transparent. Governments use digital information
channels to report on measures and results or to
increase its citizens' involvement in participatory
processes (e.g. through encouraging participation
in budget planning). Equally, modern means of
communication allow civil society to track
processes more closely and to make wrongdoing
public.

Digital platforms and, in particular, social
network providers play a central role in ‘digital
democracy’. Direct channels of information do
not only connect governments and politicians to
the population: the civilian population can also
organise itself better. As an example, during the
Arab Spring protests in 2011, social media was
crucial for coordinating protesters in countries
such as Tunisia and Egypt.”

Although digital technologies can improve infor-
mation and mobilisation among the civilian
population and, as a result, digital governance,
they cannot replace analogue interaction. This
means that existing (non-digital) social structures
influence the way in which digital technologies
work. Technological approaches must be integrat-
ed into social processes in order to achieve
improvements in information and effective con-
tribution. Here, civilian stakeholders can play a
central role as intermediaries, for example to
prepare information for large sections of the
population and to act as intermediaries between
digital and analogue interactions. An example of
this is the Code for Ghana initiative that encour-
ages the establishment of portals with freely
usable data (open data) and makes people aware
of the options available.”



Digital platforms do, however, conceal risks for
democratic opinion-forming. Content optimised
by algorithms brings with it the risk of one-sided
reporting (‘filter bubbles’). On top of this, social
media is generally not moderated and the accuracy
of content is not verified. These mechanisms
facilitate breaches of fundamental rights (e.g. hate
speech) or have a targeted negative effect on dem-
ocratic processes as a result of false information
(fake news).

There are a growing number of cases in which
social media has influenced elections. There are
suspicions that this was true for the presidential
elections in the USA (2016), the Philippines (2016)
and Brazil (2018). At times governments benefit
from increasing dependency on online content,
enabling them to secure their hold on power - for
example through politically motivated internet
blackouts. According to the non-governmental
organisation Freedom House, 46% of all people
with access to the internet live in countries where
the authorities have temporarily switched off the
internet, the mobile phone networks or access to
social media.”

The Chinese social credit system currently being
planned is a well-known example of a digital
political measure used by the government to in-
crease its influence on citizens' lives. The system
assesses how citizens behave and awards points.
Citizens who act in the way the government
wants them to are rewarded (e.g. through tax
reductions or cheaper rates for public transport),
whereas citizens with a low points score have to
accept disadvantages (e.g. limited access to public
services).8

Initially, platform providers tried to wash their
hands of responsibility. However, the first plat-
forms recently started flagging content that is
clearly wrong or incites hatred.®! For instance,
Twitter and Facebook blocked the accounts of
ex-US-President Trump because of his behaviour
when the United States Capitol was stormed

in 2021.%2
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Policy dimension: democracy and the internet

States must find suitable solutions to make their
actions more transparent and make political and
government actors more accountable. Further-
more, the potential of digitalisation should be
harnessed to increase the population's involve-
ment in political processes. When doing this,
states should ensure that basic democratic rights
are protected, even in the digital space.

The project is setting up a digital platform
for citizens in order to provide information
about inadequate basic services in the public
sector. The data is collated by the platform
and made available to local authorities and
civic associations.

The platform allows direct communication
between individual citizens and the local
authorities. As an additional benefit, reports
on problems flagged by the platform can be
used to set political priorities. Finally, publica-
tion of the messages serves to increase the
accountability of authorities and public bodies.

The project was launched by Rhodes University
in South Africa as part of the Making All Voices
Count project.



Access to the internet is becoming a basic right

2.8 Access to the internet is
becoming a basic right

Policy dimension: g ; RN

/
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Relevance:

Data from the survey:
With 4.5 out of a possible 5 points, this dimension
obtained the highest average score of all dimensions.

4,5/5

‘What relevance should

policy-makers attribute to points is the average score given for
the policy dimension “access e gl it rameten,

to the internet & digital skills”

in their countries?’ . . . ‘ ‘
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Policy dimension: access to the internet & digital skills

Core statement:

Today access to the internet is a central element of

modern life. Participation in social and economic progress

is limited without the internet. More and more people are
connected to each other all over the world thanks to the
expansion of the internet. However, there are still inequalities,
for example between urban agglomerations and rural areas.
Furthermore, a lack of digital skills means that not everyone
can use the internet. More inclusive general conditions are
therefore required to make good the promise that the internet
will be a tool in reducing inequality.

Regional perspective
Out of all the regions, the participants from ,

Latin America attach the greatest importance to

this dimension, with 4.7 out of 5 possible points. f
out or 5

Respondents from Africa rate this dimension as being
of above average importance, with 4.6 out of 5 possible
points (average: 4.5 points).

Perspective according to income level

For respondents from middle-income countries in
the upper range this is, with 4.6 out of 5 possible points,
the most important of all the dimensions.
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Access to the internet is becoming a basic right

Facts and figures:

Internet usage is increasing globally®

In 2019, around 4.1 billion people worldwide
had access to the internet.

In 2005 approx. 17%
of the world's population
used the internet -

in 2019 it
L I:—I

was around
ca. 54%
2005 =—» 2019

Internet usage depends on the region
and development status®

* In industrialised countries, over 86% of people
use the internet (2019).

« In contrast, only 19% of the population of least
developed countries (LDCs) use the internet
(2019).

86%

Industrialised
countries

Better internet access for Africa

In order to ensure affordable and high-quality
internet access for everyone
in Africa by 2030, according
to the World Bank (2019)
investments amounting to

are required.®®
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Brief overview

In a world in which business processes, education
and social interaction are increasingly digital,
access to the internet is a prerequisite for partici-
pating in development. In this context, access
means, firstly, a secure, affordable and efficient
internet connection and, secondly, users with
digital skills. It is likely that the lack of internet
access will intensify social inequality. During the
COVID-19 pandemic it has become clear that the
internet is now a well-established key element of
social and economic progress.

Because of its significance, this dimension can
make a contribution to many SDGs but particu-
larly to SDG 9 (Build resilient infrastructure, pro-
mote inclusive and sustainable industrialisation
and foster innovation) and SDG 10 (Reduce
inequality).

The positive effects of the internet do not reach
everyone. Although around 90% of the world’s
population lived in the range of a 3G network or a
more sophisticated mobile phone network in
2019, only slightly more than half of the world’s
population had access to the internet. Consider-
able differences exist within countries as regards
internet access — between the north and the
south, urban and rural areas, men and women,
and different social classes. More especially,
groups that are already marginalised risk being
left further behind. In spite of increasing internet
use, fewer than 20% of people in the world’s least
developed countries have access to the internet.?’

One of the major reasons for this is the cost. In
2019, the cost of a fixed-line broadband connec-
tion came to more than 2% of the gross national
income per capita in 91 developing countries:
only in five industrialised states were the costs
equally high. The position was similar for the cost
of a mobile broadband connection.88 In addition
to this, the hardware costs are also a barrier to
internet use in developing countries. In a low-
income country, a smartphone with basic func-
tions costs 1.2 monthly salaries and a laptop costs
three to four monthly salaries.®® Governments
could create suitable frameworks to reduce costs
for internet access through targeted incentives.



A further barrier to access is a lack of knowledge
and skills in respect of ICT technologies. Accord-
ing to the International Telecommunications
Union (ITU),*® not even half of the population in
40 out of 84 countries have basic computer skills
(including, for instance, the ability to copy files).*!

At the same time, there is a very high demand for
digital skills both in developing countries and
emerging economies to safeguard economic pros-
perity. The International Finance Corporation
(IFC)* predicts that, by 2030, digital skills will be
required for 230 million jobs in Sub-Saharan
Africa.®”® This means that initiatives are urgently
needed in developing countries and emerging
economies to hone these skills. In the meantime,
appropriate measures are being implemented by
international organisations (e.g. the World Bank®
or UNESCO®), corporations (e.g. Microsoft®®,
Huawei%”) and bilateral donors (e.g. BMZ).%
Effective policy-making can reinforce the

impact of these measures.

It is important to improve network coverage to
enhance the potential of the internet. Major plat-
form providers such as Google and Facebook are
now involved in developing the internet in Africa.
The significant involvement of private providers
is viewed critically in some quarters because the
sovereignty of internet access and data is placed
in the hands of private actors. In contrast to gov-
ernments, these actors have very little account-
ability towards citizens. India, for instance,
decided against this course of action and refused
Facebook's offer of free internet. Policy-makers
and regulatory authorities can create general con-
ditions that encourage private investment in in-
frastructure but, at the same time, grant free ac-
cess to the internet and regulate the use of data.

A new key technology in connection with mobile
phone networks is the 5G mobile phone standard,
which offers much higher transmission speeds
and lower latency compared to previous mobile
phone standards.®® Apart from significant cross-
sector efficiency gains, it makes new applications
such as autonomous driving, decentralised power
networks and more precise manufacturing pro-
cesses (Industry 4.0) possible.1%
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However, many developing countries and emerg-
ing economies will not be able to introduce the 5G
standard in the near future. In Sub-Saharan Af-
rica, reasons for this include the costs associated
with rolling out the 5G infrastructure, an inad-
equate power supply, the lack of state incentives
and very low demand from the population.’®*
While 46% of the population of Sub-Saharan
Africalive within range of a 4G network, only 9%
actually use it.10

The survey participants confirm that this policy
dimension is extremely relevant. Appropriate
political measures can help ensure that countries,
institutions and citizens have better internet access.

With the Moja platform, the internet provider BRCK
provides a public WiFi network with free access to
the internet and a content platform with videos,
music, books and other content

BRCK was founded in 2013; Moja WiFi was first
launched in Kenya, followed by South Africa in
2019.

Instead of making cash payments, users can pay
for their participation with certain activities - for
example, by filling in questionnaires, undertaking
small tasks or through interactive ads. In this

way the system gives internet users advantages
(access to the internet) and the companies are
paid by the users’ engagement. Digital inclusion of
these individuals gives companies access to a new
target group.

As an example, access to the internet and to the
platform is provided in buses.
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Policy dimension: digital gender gap

Core statement:

Access to the internet has tremendous
potential to improve living conditions,
especially for women. However, there is a
danger that economic and socio-cultural
factors will prevent these opportunities
from being used.

Sectoral perspective

Far more than any other group of participants,

the decision-makers from the non-profit sector rated
this topic as being the most relevant:

4.6 out of 5 possible points.

Regional perspective

The participants from the Latin American states
attach most importance to this dimension, with
4.1 out of 5 possible points.

Perspective according to income level

Out of all the income groups, the participants from
the countries with middle incomes in the lower
range attach most importance to this dimension,
with 3.9 out of 5 possible points.
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The gender gap is becoming digital

Facts and figures:

Gender gap in per cent'®

The internet user gender gap'® has seen a
global increase: in 2013 it was 11% but the
figure in 2019 was 17%.

2013 2019

It also increased in Africa: in 2013 it was
approx. 21%, but as high as 33% in 2019.

Differences between men and
women in the platform economy

The wage and salary gap between men and
women in analogue employment markets can
also be seen in digital markets:

» Men on the Uber platform earn an
average of 7% an hour more than women.'®

® + 1%
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More and more people are using the internet.
However, more men than women are online and
this is true in all areas of the world. This differ-
ence is part of the digital divide, a phenomenon
that describes the differences that exist between
the genders and within and between countries,
regions, sectors and socio-economic groups in
respect of access to the internet and ICT resources
and skills.1¢

The digital gender gap is addressed in the 2030
Agenda and the Sustainable Development Goals:
SDG 5 on gender equality includes under target
5.b the goal to ‘enhance the use of enabling technol-
ogy, in particular information and communications
technology (ICT), to promote the empowerment

of women’ %7

Internet usage can be an important aspect in
sustainable development. However, the digital
divide prevents women from exploiting this
development potential to the same extent as men.

Digital platforms offer flexible work options
such as the provision of services on-demand so
that users gain access to the domestic or even
the international labour market. Women, in
particular, could be integrated better into value
chains thanks to flexible offers of work on plat-
forms. Furthermore, platforms such as M-Pesa sim-
plify payment transactions and, by extension, the
financial inclusion and independence of women.

Mobile phones and smartphones make it easier to
access the internet and also give women greater
security. However, women from low-income and
middle-income countries are less likely than men
to own such a device. For every 100 men who own
a mobile phone, only 92 women have one and

for every 100 men who own a smartphone, only
80 women have one.!%

The fact that women are less likely to own a mobile
phone and also less likely to use the mobile internet
can be attributed to very similar reasons: the
costs, a (perceived) lack of the necessary skills,
security concerns and, in some cases, a lack of
social acceptance regarding women owning
smartphones.’®® Another factor that prevents



women from using the mobile internet is that,

in some cases, women do not perceive the mobile
internet as being very relevant because, for example,
it does not give them enough access to content
that relates to their region or is in their language.'*®

As a way to close the mobile internet gender gap,
the Groupe Spéciale Mobile Association (GSMA)"!
- an association of mobile phone operators -
recommends that policy-makers and regulatory
authorities promote access to mobile phones, for
instance by subsidising mobile devices or low-cost
finance in cooperation with the private sector.!'?
In addition, GSMA recommends enhancing the
digital skills of girls and women, designing digital
spaces to appeal to women, giving better advice to
girls and women about the dangers of the internet
and passing laws to tackle digital harassment.!*®

To enable policy-makers to design their political
measures more effectively, it is also important to
collect gender-specific disaggregated data about
the effects of digitalisation. Differentiated data
can be used to shape gender-conscious policies
that have clearly defined equality objectives and
put systems in place to measure progress.'*

Politicians are aware of the problem of gender
inequality in the digital realm. The Heads of State
and Government of the G20 have, among other
things, declared their support for the G20 initia-
tive #eSkills4Girls, which promotes the develop-
ment of digital skills among women and girls in
developing countries. BMZ also contributes to
several projects under this initiative, for instance
via the Africa Code Week, in which young people
are taught programming skills.'*®

In addition, private stakeholders are also involved
in closing the digital divide. For example, from
March to April 2019, Microsoft gave 450,000
young women the opportunity to gain initial
programming skills via the #MakeWhatsNext
campaign.'’®
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Digitalisation provides an opportunity to create
new and well-paid jobs in Rwanda. However, the
IT sector is traditionally a male domain.

The WeCode programme, which focuses on women
and is an agency for business process outsourcing
(BPO), worked with GIZ from 2016 to 2019 to close
the gender gap.

Participants attend an 11-week bootcamp where
they are taught coding skills and learn the skills
they need for their day-to-day work.

The best participants move on to a more advanced
training course lasting 15 weeks to train as
specialised software developers.

The best graduates from the second course are
offered a permanent position at the WeCode
academy for BPO.

By 2019, around 900 women had benefited from
the initiative.

The project was commissioned by BMZ.
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Policy dimension: digitalisation and the environment

Core statement:

Digital technologies have immense
potential to make society more
environmentally sustainable. However,
to achieve this, digital companies must
change direction completely and take

a more sustainable approach to hardware
and computer centres.

Sectoral perspective

Participants from academia & education O
(4.4 out of 5 possible points) and the non-profit sector
(4.3 out of 5 possible points) attribute the greatest
relevance to this dimension.
Non-profit

Regional perspective

Participants from Europe give environmental A
sustainability the highest score, with
4 out of 5 possible points.

Participants from Asia and Latin America

also attach above- average importance to the
environmental dimension, with each awarding
3.9 out of 5 possible points.

Academia & education
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Digitalisation for the environment

Facts and figures:

Potential to reduce emissions
through intelligent traffic systems

-2,6 Gt Co

2e

ICT has the potential to save up to
2.6 gigatonnes of CO2e by 2030 through
networked traffic and logistics control.'’

Artificial intelligence to protect
biodiversity'®

Up to 32 million hectares of forest around

the world can be saved by 2030 thanks to Al.

Al

can save up to

C02 emissions from the internet'®

Data processing in computer centres
accounts for around 2% of global CO,
emissions. This corresponds to the

CO, output of all international air traffic.

m 2% R
o
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The digital economy is a central element in
achieving the climate targets outlined in the Paris
Agreement, as it can stimulate innovation to en-
able more efficient use of resources in other areas
(e.g. agriculture, Industry 4.0 and smart cities).?°

Digital technologies have the potential firstly to
reduce emissions in regions with a high output
and, secondly, to drive forward environmentally
sustainable development in regions with compara-
tively low emissions rates (e.g. Africa).

In the light of the very rapid growth in user
numbers and data volumes, however, there are
questions about the sustainability of the digital
economy and associated services.

According to a short Bitkom study, ICT devices
(including consumer electronics) may have
produced up to 1.1 billion Mt CO,, of greenhouse
gases in 2020. The study also estimates that
telecommunications networks and computer
centres each emitted 200 to 250 megatonnes of
C0O2 in 2020. Overall, a comparison with other
studies shows that 1.8% to 3.2% of global green-
house gas emissions can be attributed to the
manufacture, use and disposal of ‘digital devices
and infrastructures’'?

Looking at computer centres, a development to-
wards more sustainability can be seen. Data traf-
fic between 2010 and 2015 increased by a factor of
four and the number of mobile phone users grew
by 30%. At the same time, however, emissions and
energy consumption fell by 15% thanks to
improvements in energy efficiency.

According to estimates in the Exponential Road-
map,'?? a multi-actor consortium established to
achieve the climate targets in the Paris Agreement,
greenhouse gas emissions must be reduced by
50% by 2030 to reach this goal. One of the ways in
which this can be achieved is to systematically
change the energy sources for computer centres
to renewable energy. Leading companies have set
themselves ambitious goals here. Apple already
draws 100% of its energy from climate-friendly
sources and is endeavouring to achieve this rate
with its suppliers as well. Microsoft has



announced that it will be carbon-negative by
2030. Governments could set ambitious binding
sustainability targets for certain sectors or even
the entire state and monitor the implementation
of these targets. Many states have already set them-
selves the target of being net zero by a certain date,
including Costa Rica (by 2021), Norway (by 2030)
and Finland (by 2035).1%

The platforms can make a key contribution to the
transformation to more sustainable means of pro-
duction and consumption. In this context, plat-
forms for the sharing economy can help to reduce
the negative effects on the climate (e.g. by renting/
shared use of housing, vehicles, etc.).

Car sharing, which is generally platform-based,
has positive effects for the environment. A survey
of 363 car-sharing users in the Netherlands showed
that car-sharing users cause 13-18% fewer green-
house gas emissions (240 to 390kg CO,) than car
owners.!*

Another example of the potential positive effects
of platforms are peer-to-peer electricity trading
platforms. Peer-to-peer electricity trading allows
private households to purchase decentrally gener-
ated green energy at attractive prices or to feed it
back to the grid,'*® providing incentives for people
to use renewable forms of energy. One example of
an electricity trading platform in a developing
country is SOLshare in Bangladesh.1261?

Apart from the trading platforms already men-
tioned, Al applications can also improve energy
efficiency - for example, through analysing elec-
tricity consumption and distributing electricity
with the help of smart grids. Another benefit is
that electricity generation can be predicted rela-
tively precisely on the basis of historical data and
weather forecasts. Also, the construction of
energy storage facilities provides scope for using
wind power and solar systems more efficiently.!?®

Equally, market platforms that operate interna-
tionally burden the environment through high
logistics requirements because they deliver their
products all over the world. In this context, local
platforms with short delivery chains can make a
contribution to reducing environmental pollution.
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Policy dimension: digitalisation and the environment

Sector-specific and cross-sector policies with sus-
tainability targets can help to harness the poten-
tial of digital technologies for environmentally
sustainable development. Innovation and research
are a central element developing digital solutions
further. Governments can contribute by pro-
viding targeted incentives that establish innova-
tion ecosystems for new technologies. Finally, an
adequate infrastructure is required so that the
digital applications can achieve their full impact.

Greenpeace's Clickgreen initiative analyses the
sustainability of the largest internet companies.
Here the focus is on a clean energy transition.
Clickgreen publishes an annual report and
assesses companies on its website:
www.clickclean.org/international/en/


http://www.clickclean.org/international/en/







Expert interview

3.0 Expert interview on
digitalisation in Africa

In the previous sections, different dimensions of the
challenges relating to governance in the platform
economy were highlighted. The survey of professionals
from all over the world has been supplemented by
research data and examples from Africa. This gave it
aregional accent.

To provide an insider's view of the study findings, the in-
ternationally acclaimed digital expert Nanjira Sambuli
from Kenya was asked to identify and evaluate the impli-
cations of digital transformation in the African context.
The following interview also looks at future trends in
digitalisation and brings this publication to a close.

Nanjira Sambuli

is a researcher, political analyst and advocacy strategist
specialising in ICT adoption. She highlights the effect that ICT
adoption has on governance, the media, entrepreneurship and
culture, with an emphasis on genderspecific implications.

Ms Sambuli is a member of the Lancet and Financial Times
Global Commission on Governing Health Futures 2030, a Board
Member of The New Humanitarian, Development Gateway, Digital
Impact Alliance (DIAL) and Co-Chairperson of the Transform Health
Coalition. She is also a Ford Global Fellow in the inaugural
cohort (2020-2021). Ms Sambuli also advises the Preparing Civil
Society for the Fourth Industrial Revolution project of the World
Economic Forum and the <A+> Alliance for Inclusive Algorithms
and is a member of the Advisory Board for Latitude: Rethinking
Power Relations - for a decolonised and non-racial world
(Goethe- Institute).

Ms Sambuli was in charge of the political advocacy work to
promote digital equality regarding access and use of the
internet for the World Wide Web Foundation (2016-2020).
Here her work focused on the foundation for promoting
women's online rights. Prior to that, she worked at the iHub
in Nairobi, where she provided strategic advice on promoting
technological innovation research in the East Africa Region.

She served as a member of the Board for the United Nations
Secretary General’s High-Level Panel on Digital Cooperation
(2018-19), as a Trustee at UK Citizens Online Democracy
(mySociety) (2016-2019) and as Deputy Chairperson of the
United Nations Secretary General's High-Level Panel for Women's
Economic Empowerment (2016-17).
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Do you have a concrete example that illustrates
how profoundly digitalisation can change our life
and our society?

Digital transformation can come across as a buzzword.
Often, it is misconstrued as merely describing new
and flashy gadgets and concepts like the Internet of
Things, Artificial Intelligence or the blockchain. In
reality, it is also about the more mundane tools and
techniques that modify ways of doing things in a
manner that is contextual and appropriate for a
community. It can be as prosaic as adapting existing
power supply lines for internet provision (broadband
over power lines). Therefore, it is helpful to have a
broader understanding of what comprises digital
transformation to accommodate the disparate ways
it is evolving and emerging.

A sound example of what I will call a ‘multidimen-
sional digital transformation’ is community networks,
such as the Mankosi project in rural South Africa'®,
that are providing internet access to rural and mar-
ginalised communities; typically, these are groups
for whom the typical infrastructure and prevailing
business models may not readily cater. The Mankosi
community network utilises inexpensive devices
(radio transmitters) installed around the village, each
acting as a node; these then ‘communicate’ with one
another creating a wireless network. In this way, a
cheap, low-energy set of technologies is able to power
access to voice and internet data, and in turn make
these services more affordable for the community.
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What is so special about Mankosi?

What is fascinating about the Mankosi project -

and community networks models broadly - is the
cooperative model that drives them. Community
members are involved in every stage, from the initial
deliberation to set up such a network in a community,
to negotiating the pricing, maintenance and how
revenues generated are used. This showcases alternative
digital transformation models that are bottom-up and
community-driven, making them truly sustainable.
They’re also scalable, in that scale is achieved by
creating community-owned networks that bring
together nodes that are serving communities in

a contextually appropriate manner. For instance, a
community neighbouring Mankosi has been inspired
by this and set up its own network, following the
same cooperative and consultative approach, rather
than merely expanding the Mankosi one to reach

the community.

Eventually, the concept of scale in the region will refer
to a wider network of the small networks serving
these communities, thus providing an alternative
(and more viable) way of thinking about scale in digital
transformation initiatives. This scalability bears
potential for the creation of sustainable, localised
digital economies for the area. Furthermore, in
focusing the digitalisation efforts at the community
level, additional benefits like learning new skills to
maintain these networks are created for society
members. This is the case in Mankosi, where a
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previously unemployed community member is now
anetwork technician.’*® The reliability of the internet
network has also allowed others to become online
freelancers without having to go to the bigger towns
to apply for work.**! In my view, approaches such as
these showcase what we aspire towards with digital
transformation, where technologies unlock myriads
of benefits for the communities in which they are
introduced.

What role can digitalisation play for sustainable
development? What are key opportunities, but also
risks and challenges - in general, no focus on Africa?

We are living in the age of digitalisation, in which the
lines between what is considered analogue and digital
are blurring. The COVID-19 pandemic has accelerated
this digitalisation. Working, schooling, accessing health
care, commerce and much more now relies on digital
infrastructure, and in many cases is the primary way
of accessing public goods and services. Therefore,
digitalisation has a crucial role to play in development
and the global goals, both by progressing in sustainable
ways such as using clean energy, and also in
catalysing progress across existing development
domains such as education.

There are plenty of proven and possible opportuni-
ties for digitalisation in development. The much-
celebrated example of M-Pesa in Kenya is a testament
to how telecommunications infrastructure can be
leveraged for financial inclusion. However, digitalisa-
tion does not develop or evolve in a neutral context;
itis not solely a technological process. Without this
being sufficiently understood and factored in,
digitalisation can bear challenges and even risks.
Challenges may include digital development initia-
tives, such as procuring laptops and tablets for

e-learning, without accounting for the readiness
of school infrastructure such as electricity supply
and teacher readiness; in some areas whether there
are classrooms at all. This well-intentioned project
might even turn out to be harmful in the long run
when it is abandoned and requisite investments are
not readily available to support a holistic perspective
to digitising education, incorporating the non-
technical determinants of overall success.

Another risk that digitalisation is already bringing
about includes digital divides between those who are
connected and those who are not. Unequal access to
digital opportunities is also widening the existing
divides and inequalities; studies have shown that
factors like income and education drive who is able to
afford a digital connection.!** The pandemic has
showcased this to not just be a problem in developing
countries, but also in developed nations where, even
with more advanced digitalisation, the transition

to online learning has not been smooth, and has

in fact left out millions of schoolchildren from
accessing education as a result.’*®

In your eyes, what characterises digitalisation in Africa?
What are the differences compared with other regions in
the world? But also, what are the differences across and
within different African countries?

Digitalisation in Africa is characterised by a hetero-
geneous set of dynamics. Suffice it to say, the conti-
nent is a diverse one; some countries are in more
advanced stages of their digitalisation processes than
others. This is notable in aspects like how internet
affodability varies'** or which countries can speak of
interned-enabled economies as contributors to the
gross domestic product (GDP). Countries like Kenya
and Nigeria, for instance, have made strides towards
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an internet-powered economy with well-established
digital infrastructures supporting areas like finance
and agriculture; others like Niger and Burundi are in
the nascent stages of doing the same. Additionally, in
most African countries, there will be differing digital
development levels between urban and rural areas,
with the former being more connected.

One key difference to other regions might perhaps
be the ‘late starter’ aspect, in which the continent is
undergoing digitalisation as the latest digital tech-
nologies and approaches come to market. For the
most part, African nations are not per se contending
with legacy technologies to be upgraded. In turn, this
has enabled countries to base digital infrastructure
on mobile and wireless technology, for instance.

At the same time, much of the continent is still in the
nascent stages of infrastructure investments in ena-
bling areas such as power/energy, roads and railways,
and in social spheres such as education and health.
This presents a unique dimension through which
development on the continent can be organised in a
wholesome approach, using best-practice approaches
and the latest technologies.

At the same time, this prospect isn’t without its
challenges. While digitalisation is becoming an
infrastructure investment priority, it is also myopic
to pursue it per se, without streamlining it with the
realities in economic and even social dimensions.
To illustrate, mobile apps to keep farmers apprised
of the latest market prices are well and good, but
even better is if farmers have the requisite tools -
such as means of irrigating their farm or seeds and
fertiliser - to ensure they have crops to provide in the
market place. Additionally, this kind of digital leap-
frogging cannot bypass the fact that said farmers
will also need transport infrastructure like roads
to move their goods from the farms to markets.!*
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As well, it would be fallacious to assume that these
farmers can readily afford a smartphone and internet
bundles or have the interest or know-how to contin-
ually access the tech applications supposedly devel-
oped to benefit them.

Too often, the discourse on leapfrogging and digitali-
sation in Africa fixates on the technological interven-
tion, as if its success is determined in a vacuum. This
has dealt a blow to an otherwise strategic opportunity
for the continent to get digitalisation right, given its
unique set of circumstances (as discussed above).

What have been the most impactful digital develop-
ments in the African continent in the past years?
To which factors do you attribute these developments?

The ‘mobile revolution’ - that is, the innovations over
mobile connectivity infrastructure - has been a
cornerstone digital development on the continent.
Mobile devices are increasingly within reach for
many Africans. Coupled with internet access, this has
allowed novel developments over mobile internet
and other mobile telephony features in sectors as
varied as finance, education, health care and agriculture,
to name but a few. This can be attributed to the
sound investments made in the telecommunications
sector, that set up a sound baseline for mobile and
wireless technologies to drive the advancement of
digitalisation across the continent. As mentioned
earlier, the relative absence of legacy technologies
and subsequently, fewer regulatory rigidities

has allowed for these developments and mobile-
based innovation to take off. Furthermore, this has
been driven by visionaries who have understood
the continent’s context and potential for growth
along the various sectors, thus stewarding the role

of technology as an accelerator.
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How do you expect digitalisation to evolve during the
next 3-5 years?

In which areas (or policy dimensions) do you expect the
highest impact from digitalisation (positive or negative)?
What would you personally see as priority areas?

Digital divides will strongly determine the net
impact of digitalisation in the near term. While there
have been significant gains in connecting people
globally, only over half the global population is
online and able to enjoy the requisite benefits.
COVID-19 has jumpstarted a truly digital era, as
digital technologies have become a lifeline, and

now a mainstay for how we work, study, convene
and much more. At the same time, this has been practi-
cally impossible for those who do not have available,
affordable and meaningful connectivity.’* Closing
the digital divide - even as we adopt emerging tech-
nologies like 5G that promise faster connections -
will be critical. There is an urgent need to prioritise
holistic policy frameworks and dedicated invest-
ments if we are to speak of unlocking viable and
competitive digital economies globally.

Addressing the socio-cultural determinants of how
digitalisation impacts development and societies will
also be a critical matter in the coming years. Here,

I refer to the underlying questions and assumptions
around who develops and designs technologies and
the worldviews that inform their creations, which

in turn shape our digital experiences. We must
further scrutinise if and how they consult the com-
munities who are intended ‘beneficiaries’. The power
to develop solutions - and especially the resources
available to support this - remain concentrated in
Western capitals, predominantly accruing to urban,
white males who shape the tools impacting our lives
and our human rights in a digital age. We will need
the enforcement and accounting for laudable ideals

like Principles for Digital Development and Al Ethics
as some of the guardrails for developing equitable
digital futures.®”

All the aforementioned challenges demand attention
and action, not just as an afterthought or as an
affirmative action issue. Furthermore, it is imperative
to ensure that this is not perceived as solely a devel-
opment sector issue; it must also resonate and inform
the technology innovation, research and development
(R&D) stages.

What is the role of civil society in shaping a sustainable
and inclusive digital society (e.g. businesses, media and
academia)?

Businesses (private sector) have been leading in the
investments, research and development of digital
innovations, which is a welcome, continued role.
They must, however, commit to building inclusively
and sustainably - as champions of the SDGs them-
selves, and to lodestars such as the UN Guiding
Principles on Business and Human Rights. It is
laudable, for example, to see leading tech companies
showcasing their commitment to climate action by
outlining their plans to reduce carbon emissions.**
However, they must also ensure that they adhere to
such goals and be held accountable for how they do
so over and above signalling commitment to them.
More importantly, they should be constantly
challenged to be transparent about how they make
amendments and offer recourse where unintended
harms and risks are brought to light.

Academia’s intellectual inquiry is also important,
and ought to incorporate inter/multi/cross/trans-
disciplinary lenses to discourses and assessments.
Digitalisation is as technical a matter, as it is socio-
cultural, political and economic. Likewise, the media
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have a critical role to play in investigating and
narrating digital developments, bypassing mere
tech hype and drilling down to substance, centring
human and environmental impacts of the increasing
use of digital technologies.

In civil society - from local to international non-
governmental organisations - we see the rise of
digital rights initiatives, as well as more traditional
organisations like labour unions and human rights
groups expanding the scope of their work to incor-
porate the unfolding dynamics of the digital age.
This is a commendable progression, as the question
of inclusive and sustainable digital development
needs ‘old and new’ thinking alike, especially for
championing transparency, accountability, and other
emerging good practices such as collaborating with
other sectors on Al Ethics and upholding privacy-
by-design to maximise the benefits and minimise
harms from digitalisation. Each sector thus has a lot
to offer to our collective experience of digitalisation.

All sectors also have to work together to ensure cross-
sectoral flows of expertise and lessons learned, and to
shape the rules of engagement and governance for
the digital age. This calls for digital cooperation,
engaging diverse voices across geographies and
sectors on the benefits, risks and harms caused and
posed by digital technologies, to in turn shape the
guardrails that govern digital progress.’** We see this
in the Internet Governance Forum (IGF), a process
that takes a multi-stakeholder approach, engaging
actors from all the sectors at local, regional and
global IGFs. In this way, diverse voices contribute
insights on the opportunities, challenges and risks
arising from and through the internet - including
its contributions to achieving the Sustainable
Development Goals.
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Expert interview

Where do you see the biggest challenges for policy-
makers to govern/regulate the digital economy in
emerging markets? What solutions do you recommend
to policy-makers?

In my experience, the digital literacy and savviness of
policy-makers themselves is an overlooked issue. It is
assumed that they are well informed on the emergent
issues and even on the basics, which is not often the
case. As such, opportunities for their continuous
interaction with digital developments need to be
actively cultivated; they could entail frequent
engagements with local digital innovation commu-
nities, academia and civil society, policy-maker
workshops/webinars or other modes deemed appro-
priate in different contexts to ensure that those
shaping digital policies are knowledgeable, and can
serve the public interest in a digitalising age.

Related to this is the challenge of having policies,
laws and regulations updated or created to serve
present-day digital realities. It is often said that
innovation outpaces regulation/policy, and while
that may be the case, it need not become a fact that
renders policy-making a static element. It is impera-
tive that a new way of thinking about and working
on policies in a digital age is pursued, such as the
concept of regulatory sandboxes in the financial
technology (fintech) sector.!*® Here, policy-makers
and innovators work together to figure out how
the former can formulate regulations that do

not stifle innovation, while the latter can pursue
responsible innovation.



Expert interview

Policy-making in a digital age calls for multidisciplinary
inputs, as technologies are finding use in virtually all
spheres of society. A cross-sector approach, coupled
with online and offline consultations, will help policy-
makers navigate tensions such as taxing the digital
economy without stifling local digital SMEs. Presently,
we see that, while policy moves to introduce digital
taxes which are targeted at the tech multinationals,
in effect it is the local innovators and consumers who
bear the brunt, further stalling the net gains that can
be achieved in the long term. Thus, there is an inter-
esting opportunity for emerging markets to lead on
agile policy-making, leveraging the very tools and
techniques that digital technologies introduce. Faster,
interactive consultation with constituencies affected
by various aspects of digital advancements should

be embraced to achieve this.

How can international development partners
support this transformation process?

What do development organisations need to do
better or differently? What instruments are lacking
for meaningful cooperation (e.g. dialogue formats,
advisory services, new partnerships, technological
solutions)?

International development partners ought to engage
more in actively listening to the constituencies in
emerging and developing markets that they purport
to serve. All too often, they peddle solutions in search
of development problems; in the digital age, this
leads to the perverse practice of technological solu-
tionism, where a certain technology fad is posited as
the solution, say, for education, and is a precondition
for receiving international development support.
This has led to many white elephant projects, often
abandoned and unaccounted for. Meanwhile, the
same resources could be put to more effective and
sustainable use if there were more consultation

and humility in supporting communities in the
Global South.
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Meaningful cooperation will only stem from recali-
brating how the international development commu-
nity approaches emerging and developing markets.
Rather than merely supporting the flashy and
fanciful, it is time to put adequate support to the
proven and possible at the (hyper) local level. This
entails, for instance, supporting initiatives to support
policy-makers’ training (through local and regional
government training schools or multi-stakeholder
workshops).!*! It is also crucial that international
development actors dedicatedly support work in
civil society. The local collectives, networks and
organisations in this sector - who work directly with
the communities to be served - are best placed to
determine how to best address the intersection of
issues that help or hinder digital and development.
All this necessitates trust that people in developing
markets are the experts, including through our lived
experiences, and that we are not helpless and merely
waiting for interventions from the West. These
recommendations for international development
reform predate digitalisation; the positive action to
make them a reality is the missing link to unlocking
sustainable, meaningful development in a digital age
that leaves no one behind.
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Expert interview

To conclude, what is your personal outlook for the years
to come? Would you have recommendations for (future)
policy- makers?

In this emergent era, policy-making in the public
interest can and should be exciting. The tools, tech-
niques and good practices are more readily available
than ever; it is possible to learn (and contribute to)
lessons on what has (not) worked from practically
every corner of the globe, and customise this for our
specific contexts. It is time, in Africa and other
regions, to reform the space of policy and policy-
making. We have all the insights, expertise and even
technologies we need to start making it happen;

we must match this with the moral fortitude and
political will to actualise the numerous recommen-
dations from various sectors, and most importantly,
from the communities looking to public policy to see
their voices and desires reflected and realised.
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9.0 Glossary

Activities of German technical cooperation in a digital context

Digitalisation offers considerable potential, especially for developing countries and emerging

economies, which can be harnessed through effective development cooperation. For this reason,

digitalisation is a core topic in German technical cooperation. BMZ has commissioned a large

number of Development Cooperation (DC) projects. Below you will therefore find cross-references

to BMZ's activities with a strong emphasis on digitalisation.

BMZ's digital strategy

The Sustainable Development Goals of the 2030 Agenda
can only be attained with new digital technologies.
From the perspective of German DC, digitalisation

in developing countries therefore offers particular
potential and opportunities in relation to the five
priority areas: work, local innovations, equality

of opportunity, good governance and human rights,
and data for development. For the digital strategy
‘Digitalisation for development’, BMZ sets concrete
objectives for digitalisation in German development
policy. BMZ focuses on these areas and is extending
its commitment.

Link to ‘Digitalisation for development’ digital
strategy: Digitalisation for development (bmz.de)

Digital Toolkit

The ‘Digitalisation Toolkit’ website provides an
overview of how digital technologies are used in
German DG, along with a number of practical aids.

Link to the ‘Digitalisation Toolkit’ website:
https://toolkit-digitalisierung.de/en/digital-strategy/

The digital portfolio of German
development cooperation

The ‘Digital portfolio of German DC’ is an overview
of all German development cooperation projects in
which digitalisation plays a significant role - for
example, the digital portfolio contains more than
900 projects with digital components that have been
commissioned by BMZ.

These include projects which have been commissioned
in partnership with other donor organisations and
carried out by a very wide range of implementing
organisations.

Link to Digital portfolio of German DC:
https://digitalportfolio.toolkit-digitalisierung.de/
en/login/

BMZ's Digital Economy Newsletter

A subscription to BMZ's Digital Economy Newsletter
offers more information about technological trends
such as blockchain, drones and BMZ's cooperation
with tech companies.

Link to BMZ's Digital Economy Newsletter:
https://toolkit-digitalisierung.de/newsletter/
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https://www.bmz.de/de/mediathek/publikationen/reihen/infobroschueren_flyer/infobroschueren/sMaterialie405_digitalisierung.pdf
https://www.bmz.de/de/mediathek/publikationen/reihen/infobroschueren_flyer/infobroschueren/sMaterialie405_digitalisierung.pdf
www.bmz.de
https://toolkit-digitalisierung.de/en/
https://toolkit-digitalisierung.de/en/digital-strategy/
https://digitalportfolio.toolkit-digitalisierung.de/en/login/
https://digitalportfolio.toolkit-digitalisierung.de/en/login/
https://digitalportfolio.toolkit-digitalisierung.de/en/login/
https://toolkit-digitalisierung.de/newsletter/
https://toolkit-digitalisierung.de/newsletter/

Publishing

GIZ is a federal enterprise and supports the
German Government in achieving its objectives
in the field of international cooperation for
sustainable development.

Published by
Deutsche Gesellschaft fiir Internationale
Zusammenarbeit (GIZ) GmbH

Registered offices
Bonn and Eschborn, Germany

Friedrich-Ebert-Allee 36 + 40
53113 Bonn, Germany

T +49228 44 60-0

F +49228 44 60-17 66

Dag-Hammarskjold-Weg 1-5

65760 Eschborn, Germany

T +496196 79-0

F+496196 79-11 15

E max.buege@giz.de

I https://emsdialogues.org/ twitter.com/giz_gmbh
www.facebook.com/gizprofile youtube/gizonlinetv

Programme:
Emerging Markets Sustainability Dialogues (EMSD)

Responsible
Dr Max Biige

Idea/concept
Luc Wiist, Verena Seeher

Editorial team
Dr Max Biige, Luc Wiist, Verena Seeher, Oscar Fast

Project team

Dr Max Biige, Nicole Celikkesen, Oscar Fast,

Roman Moschny, Verena Seeher, Dr Karin Wedig, Luc Wiist
We would also like to thank many other colleagues for
their valuable input.

Proofreading
Klaus Ahting

Design/illustrations
EYES-OPEN, Berlin, Germany

Photos:

p.14/15 shutterstock/Rajdeep Ray; p.2/3, p. 66/67, p.74/75
shutterstock/i_am_zews; p.56/57 shutterstock/Jono Erasmus;
p. 58 The Web Foundation

Printing
Braun & Sohn Druckerei GmbH & Co. KG

URL links

This publication contains links to external websites. Responsi-
bility for the content of the listed external sites always lies with
their respective publishers. When the links to these sites were
first posted, GIZ checked the third-party content to establish
whether it could give rise to civil or criminal liability. However,
GIZ cannot reasonably be expected to constantly review the
links to external sites without concrete indication of a violation
of rights. If GIZ itself becomes aware or is notified by a third par-
ty that an external site it has provided a link to gives rise to civil
or criminal liability, it will remove the link to this site immedi-
ately. GIZ expressly dissociates itself from such content.

The authors of this study are responsible for the content. The
content and opinions expressed in this study do not necessarily
reflect GIZ's positions.



Deutsche Gesellschaft fiir
Internationale Zusammenarbeit (G1Z) GmbH

Registered offices
Bonn and Eschborn

Friedrich-Ebert Allee 36 + 40 DagHammarskjoldWeg 1 - 5

53113 Bonn, Germany 65760 Eschborn, Germany
T +49 228 44 600 T +49 61 96 790

F +49 228 44 6017 66 F +49 61 96 7911 15

E info@giz.de

| www.giz.de



