
NOTABLE IMPACT
The key process for development

today is the transformation of in-
formation into knowledge and,
then, into wisdom. These processes
are closely related to the develop-
ment and use of information and
communications technologies.
Advanced ICT and their conver-
gence on digital platform – these
provide the necessary technological
means for information processing
and transmission.  Broadband
Internet connections in particular
are seen as a technology which is at
the core of the diffusion of the
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Information Society.
It is precisely broadband which

allow people to participate more ac-
tively in economic processes, as well
as social and democratic life.  These
services benefit all citizens and con-
tribute to an improved quality of
life.1 One can see the positive im-
pact of broadband on various as-
pects of the quality of life

There is a close relationship be-
tween the penetration of broadband
connections and economic growth
(Figure 1).2 The knowledge econo-
my of the 21st century is based on
the intensive use of communica-
tions, as well as broadband-based
principles and technologies.  Use of
ICT increases the quality of jobs,
raises productivity, and encourages
employees to learn new skills.

Employment and the organisa-
tion of work in any job or any field –
these are increasingly based on new
processes such as teleco-operation
and inclusion in a wide and unified
process.  The spread of E-work prin-
ciples helps to deal with employ-
ment problems, creating new and
well-paid jobs in cities and the
countryside, minimising a brain
drain in the qualified workforce and
increasing labour productivity
(Figure 2).  In fact, 25% of recent
GDP growth and 40 % of EU pro-
ductivity growth (60% in the United
States) can be attributed to ICT.

In the field of health care, 

E-health programmes help lots of
people to maintain good health
through a better range of informa-
tion and through broadband-based
health care technologies. Online
availability of information about
healthy living and illness preven-
tion, along with the services of so-
cial workers – these are particular-
ly helpful to risk groups in society.
These include the elderly, mothers
of young children, people with dis-
abilities, as well as people in remote
areas.

People have concluded that edu-
cation is a gateway toward welfare.
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Broadband Internet 
as a Powerful Catalyst 
for Growth
Prof. EdvÏns KarnÏtis, Public Utilities Commission, Latvia

Broadband Internet has become a powerful accelerator for many development
processes.  There is a strong correlation between the level of broadband use on
the one hand and economic, social and political growth on the other.  There are
major differences among various countries, even within the EU, but in total the
status quo remains quite inadequate when it comes to the demands of know-
ledge-based development.  The Baltic States are not among the leaders in this
field.  In this article, the author offers recommendations on how to develop net-
work access, availability of services, the skills of users, and the security of
transactions.

Figure 1. The correlation between
broadband penetration and per
capita GDP, EU member states,
2004.

Figure 2. The correlation between
broadband penetration and labour
productivity, EU member states,
2004. 

Figure 3. The correlation between
broadband penetration and lifelong
learning, EU member states, 2004.
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citizen, not the public service
provider, becomes the central fig-
ure in the process.

Broadband services impact a
wide variety of economic, social and
political aspects of development in
a country and a society, thus facili-
tating increases in standards of liv-
ing (Figures 4, 5).  Development in
these sectors, of course, does not
depend entirely on broadband com-
munications, but a strong correla-
tion can be seen.  The situation is
improving in virtually all areas and
in nearly all of the EU’s member
states, although fairly vast differ-
ences still remain.  The overall sta-
tus quo remains quite inadequate
when it comes to the demands of
knowledge-based development.  It
has to be said that the Baltic States
are not yet among the leaders in
this feel.

BROADBAND DEVELOPMENT:
MAJOR ISSUES

What should be done to improve
the dissemination and use of broad-
band services so as to accelerate
growth processes?  What are the
primary activities that must be or-
ganised?  There is a correlation be-
tween broadband services and vari-
ous aspects of growth which can be
considered from a variety of per-
spectives.

Access to broadband services
remains an important issue in the
EU, even though the penetration of

Average salaries of highly educated
people are two times higher than
those of people with only a primary
education.  Even a good education,
however, is not always enough to be
competitive in the 21st-century
labour market.  There is a need for
lifelong learning and for improve-
ments in one’s professional skills
(Figure 3).  E-learning in the con-
text of formal, informal or non-for-
mal lifelong training aimed at post-
diploma and further education, in-
volving intensive courses and re-
training programmes – this helps
everyone to enjoy flexible educa-
tional opportunities, irrespective of
age, residence or social status.

Broadband helps individuals and
NGOs to be active in the legislative
process and in real-time decision
making.  Direct communications be-
come possible with high-ranking of-
ficials and elected representatives,
thus helping to ensure a truly open
process of governance.  The basic
principles and methods of gover-
nance are changing as people make
greater use of the opportunities
that are provided by broadband.
Traditional procedures can be re-
vised and restructured so that gov-
ernance is modernised.  The empha-
sis shifts from administration to
public sectors services, expanding
both the capabilities of individuals
and the availability of services.  The

broadband lines in the 25 member
states increased by 63.1% in 2004.
This is a growth rate which is high-
er than that of mobile phones, and
that is an impressive fact (Figure
6).  The total penetration rate of
broadband services in the EU, how-
ever, is at a rate of 10.5%, which
places the EU’s 25 member states
behind the United States (11.4%),
Japan (14.1%), and the global
leader – Korea (24.9%).  Broadband
rollout, moreover, has been highly
concentrated – up to 80% of the
lines are found in just six EU mem-
ber states (Figure 7).

Competition remains weak in
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Figure 4. The correlation between
broadband penetration and the
Human Development Index, EU
member states, 2003-2004.

Figure 5. The correlation between
broadband penetration and the
Quality of Life Index, EU member
states, 2004.

Figure 6. Growth in the penetration of broadband services and mobile phones,
initial stage in the EU.



the area of providing broadband ac-
cess.  More than half (52%) of
broadband lines are provided by in-
cumbent fixed network operators
(down from 57% at the beginning of
2004).  Incumbents focus primarily
on DSL technologies, and the low
level of competition in the market
has much to do with the dominance
of DSL lines (81% in the EU 25).
Coverage by other technologies (ca-
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ble first thing, which really do pro-
vide services at a speed between 3
and 6 Mbps) remains minimal, and
competition among technologies is
not widespread.  Few connections
offer a speed above 3 Mbps (a lower
limit is defined by COCOM – 144
Kbps, which seems to bee too slow
more many modern services).  This
may seriously delay the introduc-
tion of new and advanced services.

Market and technological compe-
tition is directly correlated to the
penetration of broadband (Figure
8).  The development of competition
can be seen as a key tool in improv-
ing broadband access.  There are
ways of accelerating this progress.
There can be regulations at the re-
tail level, and SMP obligations can
be introduced which are similar to
those which already exist in the
voice telephony market.  For the
time being, regulations exist only at
the wholesale level in terms of the
regulatory framework for electronic
communications which prevails in
the EU.3 Broadband access could
also be included in universal service
obligations.

In order to ensure far more wide-
spread access to the opportunities
that are created by broadband, it is
necessary to focus on group access
first and foremost.  This means

hooking up libraries, schools and
municipalities, and it means the
availability of public terminals.

When it comes to availability
of services, there are both supply-
side and demand-side issues.  First
of all, broadband connections are
needed if advanced services are to
be used.  The development of public
services for businesses and local
residents, along with a normative
environment which facilitates the
evolution of E-business transac-
tions – these are primary motiva-
tors for broadband use. Under-
developed services mean that users
have no real reason to use broad-
band connections.  If there are lots
of services, then broadband be-
comes more highly demanded.
When it is offered by private opera-
tors (an example of real PPP), the
development process is hastened.

Once an observable number of
services is in place, there is a clear-
ly evident correlation between the
penetration of hosts (i.e., a real
amount of available E-services, con-
tent and applications) and the pen-
etration of broadband connections
(Figure 9).  This means that the de-
velopment of services is the key, and
the focus of National Broadband
Strategies must shift from an infra-
structure-dominated approach to
one which emphasises broadband-
based services in the public and the
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Figure 7. The rate of broadband penetration and the speed of progress, EU
member states, 2004-2005.

Figure 8. The correlation between
competition (combined indicator of
newcomers’ market share and share
of non-DSL technologies) and
broadband penetration, EU member
states, July 2005.

Figure 9. The correlation between
penetration rates of hosts and
broadband, EU member states,
2004-2005.
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using information.  The European
Computer Driving Licence should
be seen as quantitative confirma-
tion of the ability of its holders to
make use of advanced ICT in their
work and, thus, to take part in the
open European labour market.4

There have been increasing de-
mands for greater information lit-
eracy in terms of seeking out and
using information.5 The ability to
access, analyse and evaluation im-
ages, words and sounds, as well as
to communicate fluently through
old and new media – this is neces-
sary not only for the effective use of
Internet services, but also for the
safety of other users.  Needless
traffic is eliminated, the burden on
hosts is lower, and SPAM, viruses
and worms do not proliferate.  If
computer literacy studies are seen
as a task for the world of secondary
education, then information litera-
cy classes must be taught at all
high schools.

The issue of skills is also closely
related to changes in human psy-
chology.  People are increasingly
learning to work individually, and
this means that the ability to act
and to take individual decisions be-
comes crucial.  We are, unfortu-
nately, seeing an increase in psy-
chological problems which are
caused by more stringent quality
standards, information overload,
autonomy and even loneliness.
Malfunctioning and stress can re-
sult.  These are issues which have a
direct effect on the ability of people
to use the Internet (Figure 11).

Another critical issue is the se-
curity of network and data
flows (Figure 12).  The reliability
of the Internet will never be ab-
solutely guaranteed, but any de-
struction of communications net-
works services to paralyse the mod-
ern society.  There can be equip-
ment problems, technology prob-
lems, information overload or dam-
age caused by criminal intent.
Organised crime and the global
network of terrorists use the
Internet and mobile phones in their
activities.  The growing vulnerabil-
ity of information processing sys-
tems demands more stringent secu-

private sector.
Just because information is post-

ed on the Internet, that does not
guarantee its availability. Stimu-
lating general demand for afford-
able prices is a major aspect of in-
clusion policy, and low-income citi-
zens must be involved in the
process.  The universal service prin-
ciple on information level seems to
be a good way of increasing the us-
age of the relevant services.
Availability of information re-
sources (the use of subscriptions,
agreements, licenses, etc.) and ser-
vices on public terminals, and
prices that are acceptable in terms
of the purchasing power of the local
population – these are issues which
require significant attention.

It is also true that specific
skills are needed if one is to use
ICT effectively and beneficially in
work, learning and everyday life.
The inability to use ICT is a barrier
against Internet use (Figure 10) at
work, in social integration and in
personal development.  A key prior-
ity in all E-strategies is ensuring
that everyone can develop the spe-
cific skills that are needed before
the wide range of available tech-
nologies and services becomes truly
accessible.

Computer literacy refers to the
ability of an individual to use ICT in
seeking out, finding, collecting and

rity requirements.
Security also relates to content,

and there are a number of contro-
versial issues here.  Protection of
confidential data is one issue.
Public sector information which can
be used for economic espionage for
criminal purposes is another.  The
massive presence of SPAM is also a
hot topic.

CONCLUSION
We can conclude that there are

very concrete national interests in
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Figure 10. The correlation between
the digital literacy index and
broadband penetration, EU member
states, 2004.

Figure 11. The correlation between
psycho-social barriers against
Internet use and broadband
penetration, EU member states,
2004.

Figure 12. The correlation between
trust in Internet security and
broadband penetration, EU member
states, 2004.



the development of the ICT sector
in general and the world of broad-
band in particular.  Broadband
communications are a substantial
component in services of general in-
terest – ones which are very impor-
tant in any improvement in the
quality of life.  Internet services,
and broadband services in particu-
lar, are one of the key issues for the
World Summit on the Information
Society (Tunis, 2005). The Eu-
ropean Commission and a number
of EU member states have pro-
grammes which are in line with the
Lisbon Strategy, with the FP6 and
FP7 research framework pro-
grammes, and the eEurope and
i2010 programmes.  This recognis-
es the key role of ICT in promoting
growth, labour productivity and so-
cial inclusion.  The national ICT
policies of the member states, in-
cluding those which have to do with
broadband, must be closely linked
to national growth strategies.  Only
well-balanced support for all of the
various factors (access, availability,
security, skills) will lead to real re-
sults. ❏

1 Connecting Europe at High
Speed: National Broadband
Strategies, COM (2004)369. See
http://europa.eu.int/information_
society/eeurope/2005/doc/all_about/
broadband/com_broadband_en.doc.

2 Here and elsewhere, statistical
data come from Eurostat and the
UNDP (http://www.undp.org/hdro),
the ITU (http://www.itu.inf), SIBIS
(http://www.sibis-eu.org), the World
Economic Forum (http://www.
weforum.org) and the Economist
Intelligence Unit (http://www.
economist.com).  The reference year
or last available year is indicated.

3 Commission recommendation on
relevant product and service mar-
kets, C(2003)497. See http://
europa.eu.int/information_society/
topics/telecoms/regulatory/maindocs/
documents/recomen.pdf.

4 European Computer Driving
Licence – see http://www.ecdl.com.

5 See, e.g., http://www.fiu.edu/
~library/ili/iliweb.html.
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