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Executive Summary

The goal of the Digital Freedom Initiative (DFI) is to promote economic growth by transferring the benefits of information and communication technology (ICT) to entrepreneurs and small businesses.  The DFI approach leverages the leadership of the US government with the creativity and resources of American business, and the vision and energy of local entrepreneurs in host countries.  The DFI was launched on March 4, 2003 at the White House, where the Governments of Senegal and the United States agreed to pilot the DFI - the first of up to twenty countries to join the initiative over the next five years.  On October 16, 2003, President Bush announced that Peru and Indonesia had agreed to join the DFI partnership. 
The Technology Administration of the Department of Commerce, the US Agency for International Development, the Department of State, the Peace Corps, the Small Business Administration, and the DFI Roundtable provide the DFI global governance structure.  The DFI Roundtable is an open membership body composed today of over 90 US companies and non-profit organizations.  US private sector participants provide vision, strategy, and business expertise to all phases of the DFI.  They provide volunteers and other resources that leverage activities supported by the US government; and they partner with private sector entities in the DFI host countries to identify and implement activities that promote economic growth and opportunities.  
A DFI implementation plan for Senegal was developed by August 2003 and implementation began in September.  Implementation plans for Peru and Indonesia are in progress.  
DFI/Senegal continues to serve as the DFI pilot country, learning how best to apply the DFI model and leverage the strengths of the US and Senegalese private sectors.  DFI/Senegal project features three focus areas: 1) improving productivity of small and medium sized businesses by using ICT to facilitate use of better business practices and increase access to markets, 2) making sources of credit more accessible to rural entrepreneurs by using ICT, and 3) strengthening the telecommunications policy and regulatory climate, increasing competition, lowering internet access fees and introducing new wireless technologies.  Since September, the DFI/Senegal team has conducted the following activities with the help of eight US volunteers and seven Senegalese volunteers:
· Assessed the capabilities of local ICT firms.
· Assessed e-money activities and their potential in Senegal, and issued a tender for businesses interested in e-wallet activities.
· Via a public tender process, selected four activities that will improve access to markets for small and medium enterprises.  Each project will be assigned DFI volunteers to assist it.  
· Assessed helpful existing or potential tools and services available to small and medium enterprises related to ICT in preparation for providing volunteer assistance in this area.
· Hewlett-Packard, a DFI Roundtable charter member, identified a Senegalese firm with skills and experience in e-money applications and is collaborating with them.

· Cisco Systems, another DFI Roundtable charter member, is developing twelve Cisco Networking Academy locations to train Senegalese to install, manage and maintain modern computer networks. 
· Through DFI, an international telecommunications lawyer worked with ART, the Senegalese Telecom regulator, as it prepares the legal framework for effectively and transparently regulating a competitive telecommunications sector.

· Assisted by the DFI, the ART has established a Web Site, through which it is increasing transparency and public participation in its activities and decisions.  

· The Information Technology Association of America (ITAA) helped organize an IT industry trade group that provides, for the first time, a unified voice to government and regional decision makers regarding progressive telecommunications policy reforms.
In year two of DFI, DFI/Senegal will continue with its activities as a pilot country, transferring lessons learned about the effective use of the DFI approach to other DFI countries.  DFI/Peru and DFI/Indonesia will begin activities and up to five additional DFI countries may be announced.
I. Introduction

The Bush Administration launched the Digital Freedom Initiative (DFI) in March 2003 at a White House ceremony led by Commerce Secretary Evans, US Agency for International Development Administrator Natsios, USA Freedom Corps Director Bridgeland and Peace Corps Director Vasquez.  Members of the DFI Interagency Working Group include representatives from the Department of Commerce (DOC), the US Agency for International Development (USAID) the Department of State, the Peace Corps, the Small Business Administration (SBA) and the Federal Communications Commission (FCC).  The goal of the DFI is to promote economic growth by transferring the benefits of information and communication technology (ICT) to entrepreneurs and small businesses in the developing world.  The DFI approach leverages the leadership of the US government with the creativity and resources of America’s leading companies and the vision and energy of entrepreneurs throughout the developing world. 

The Essential Role of the Business Community
The private sector is a pillar of the DFI.  Its inclusion in the design and implementation process brings strategic thinking and business savvy that will lead to replicable and scalable solutions as the DFI expands its programmatic activities to 20 countries by 2008.  Part of the value of the DFI is to ensure that solutions generated in one country can be shared with and deployed in other DFI countries.  Over 90 US companies and non-profit organizations are members of the DFI Business Roundtable, a body with open membership.  A list of organizations that have participated on the DFI Business Roundtable is provided in Attachment 1.  Roundtable members seek to expand markets for technology, develop products and services that are more relevant and appropriate to local needs and strengthen relationships with host country companies.  US private sector companies participate in the DFI in a number of ways including: providing vision, strategy and business expertise to all phases of the DFI; providing volunteers and other resources that build upon activities supported by the US government; and partnering with private sector entities in the DFI countries to identify and implement activities that promote economic growth and opportunities.   

In each DFI country, DFI is implemented through an alliance with US private sector companies in coordination with the host country’s government and its private sector. The DFI is implemented in each country over a three-year period and consist of two broad classes of activities: Core Activities and Leveraged Activities.  Core Activities are undertaken with funds from the US Government using business and technical volunteers and other resources from private sector partners.  Core Activities will also include partnerships between US Government agencies (e.g., the Minority Business Development Agency (MBDA), the Small Business Administration (SBA) and the Federal Communications Commission (FCC)) and appropriate host country entities such as the Agence de Developpement et d’Ecadrement des Petites et Moyennes Entreprises (ADEPME) and the Agence de Regulation des Telecommunications (ART) in Senegal.  Leveraged Activities are led by the US private sector and relate to the Core Activities.  They are undertaken as opportunities arise and private sector partners are identified.  All Leveraged Activities are undertaken with private resources and/or US Government resources outside of the core DFI budget. 

II. Key Objectives of the Digital Freedom Initiative

DFI has three key objectives:  

Enable Innovation through Volunteer-led Business and Entrepreneur Assistance 

The DFI leverages its activity by placing volunteers from the private sector and non-profit organizations with small businesses and entrepreneurs to assist in growing their businesses through the application of technology and the transfer of business expertise. 

Drive Pro-Growth Legal and Regulatory Reform 

The State Department, Commerce Department, USAID, FCC, SBA and other public and private sector organizations work to assist DFI countries in developing pro-growth regulatory and legal structures to enhance business competitiveness.

Leverage Existing ICT Infrastructure to Promote Economic Growth

The DFI identifies opportunities to leverage existing information and communications technology infrastructure, for example, in-country cyber-cafes and telecenters. The DFI will generate use of information and services that take advantage of existing ICT infrastructure and support, for example, financial services and product price information to help entrepreneurs and small businesses better compete in both the regional and global market place.

III. Summary of Activities in DFI Countries

Senegal

The DFI is being piloted in Senegal.  Its focus is on improving accessibility of credit to small businesses by applying information and communications technology (ICT), improving SME performance and market access through ICT, and promoting a more pro-competitive policy and regulatory environment.  A DFI/Senegal Design Plan was completed in August 2003, and a DFI team was established in Dakar. As the DFI pilot country, DFI/Senegal is honing the DFI approach to see how it can be applied most effectively.  More detailed information on DFI activities in Senegal is provided below in Section IV
Peru

At the APEC Leaders meeting in Bangkok, Thailand in October 2003, President Bush announced the expansion of the DFI to Indonesia and Peru.  In November 2003 a design team consulted the US and Peruvian governments as well as members of the private sectors in both countries.
Over three years, DFI in Peru will clarify and enhance the policy and regulatory environment to promote access to and applications of information and communications technologies (ICTs), and will seek to expand the market for ICT products and services by assisting medium, small, and micro enterprises to use these products and services to exploit opportunities to improve productivity, expand sales, and further integrate into the formal economy.  Commercial business development services providers and organizations will be complemented by volunteers from both the Peruvian and United States private sector and national service organizations.  More details are provided below in Section V.
Indonesia

A DFI design team visited Indonesia in mid-January 2004.  The team sought programmatic guidance from the USAID Mission to Indonesia.  The design team conferred with representatives of the Indonesian private sector, the government of Indonesia and NGO’s.  The US and the Indonesian business community will play a critical role in adapting the DFI/Indonesia Design Plan to the market and business conditions of Indonesia, the priorities of the government of Indonesia, the Indonesian private sector and NGO communities.  The design team reviewed existing USAID ICT programs, updated earlier assessments and ICT designs conducted by USAID and coordinated the goals of the DFI with that of the new USAID Mission strategy.  USAID Mission approach concentrates on telecommunications policy reform and liberalization, fosters private sector entrepreneurship, and uses IT as a tool for economic and social development. The assessment team was comprised of specialists in each of these three categories who also have experience working in Indonesia and in developing earlier DFI designs.  The USAID Mission in Jakarta is now reviewing a draft DFI design plan.  
IV. DFI in Senegal

DFI Office Activities 

By November 2003, the DFI/Senegal Team, supported by the Geekcorps, a DFI business partner, set up its office in Dakar.  The staff then developed work plans for each volunteer supporting DFI activities, including ICT supported financial services; ways to increase business capacity of telecenter and cyber-café; the use of ICT to improve SME access to markets and business capacity.   DFI/Senegal activities are now well underway with a website (www.dfi.sn ) and volunteers working on several activities.  The team maintains close communications with Peace Corps Senegal, USAID and numerous agencies in the Government of Senegal related to promoting small business development, telecommunications and trade (e.g. DFI/Senegal is a member of the Steering Committee for the preparation of the “Small Business Caravan” to be organized by the Government of Senegal).  The team supports and helps coordinate contributions and visits by DFI business partners including Hewlett-Packard and Cisco.  Some examples of specific DFI/Dakar activities follow.
Core Activities  

Four US volunteers have conducted detailed technical assessments of current activities and technical approaches in four areas:  1)  e-wallet/smart card/money transfer, 2) market access,  3)  improving performance of cyber-cafes and telecenters,  4)  SME Operations and Management, and  5)  a cyber market (an internet access center for merchants and artisans in a dense market area.  The volunteers prepared detailed tender documents to implement technology-enhanced interventions in each of the areas noted above. Three of these tenders have been published and applications have been received and evaluated.   For the activities chosen through this process, DFI is competitively selecting local contractors who, in partnership with Geekcorps and Senegalese volunteers, will implement the activities starting in late February or early March 2004.  

Sample activities selected so far through this process are:  

A business center in a secondary city

Assistance for a local SME support agency to create a database supported network of women’s businesses

In-depth management, marketing, and technical training for cyber-cafes and telecenters

Set up of a Client Relation Management (CRM) package for a medical office

Assistance to develop on-line courses and a digital library for a major local university

All beneficiaries will share the costs of their DFI activities.  Some of the activities will most likely be replicated on a larger scale, such as training and technical assistance for a larger number of medical offices.  Also, some of the approaches and results will be shared across DFI countries. 
The first Senegalese volunteer was recruited in January2004 to work on the volunteer data base and on DFI/Senegal Marketing.  So far there have been a total of seven Senegalese volunteers working with both DFI staff and Geekcorps volunteers.  

DFI/Senegal is still in the early phase and expects a higher regular volume of activity in the near future.  Some of this activity is expected to be in partnership with USAID/Senegal initiatives relating perhaps to investment in Senegal by Senegalese diaspora, marketing of natural and non-traditional foods, and export promotion.   DFI/Senegal coordinates its activities with the Peace Corps in Senegal and will integrate the work of Peace Corps volunteers in Senegal who focus on assisting small businesses.  
Telecommunication Policy and Regulatory Development  

The Government of the Republic of Senegal has taken a major step forward in the establishment of pro-competitive telecommunication policy environment, (publicly stated, via newspaper articles and public speeches), that it intends to set aside the current SONATEL monopoly and introduce competition in all aspects of the telecommunications sector. 
  
The Agence de Reglementation de Telecommunication (ART), the Senegalese 5elecommunications regulatory agency and a key DFI partner, has taken meaningful steps to increase transparency and public participation in the regulatory process.  For example, the ART website, designed with DFI assistance, is now operational.  Draft Decrees to establish the new competition framework in Telecom have been put out for public comment, via the Senegal Information Technology and Services Association (a DFI leveraged activity). 
  
DFI specialists continue to provide comments and updates to the ART as this process unfolds. 

Leveraged Activities  

· SITSA, the organization being facilitated by the Information Technology Association of America (ITAA) is now formed and seeking legal status in Senegal.  SITSA will provide a unified voice for the ICT industry in Senegal.

· Ronald Langston, Director of the US Minority Business Development Agency (MBDA), and staff visited Senegal.  The MBDA, the only federal government agency tasked with the promotion of US minority-owned businesses, is supporting DFI/Senegal by linking US minority businesses with Senegalese businesses.  A central purpose of the October MBDA mission to Dakar by Director Ron Langston was to explore the opportunity to build a strategic partnership with the Senegalese Ministry of Commerce. The partnership would provide management and technical assistance to Senegalese entrepreneurs and provide for the general support of business linkages between US minority-owned firms and Senegalese businesses.  

The Director met with Senegalese government authorities in October to discuss possible cooperation.  Since his return to the US, he has been informing members of the US minority business community, particularly the Senegalese- American community, about the DFI/Senegal project.  He is encouraging them to partner with Senegalese businesses and US citizens operating businesses in Senegal.  Follow-up activities by the MBDA will likely include website links, training sessions focusing on formalizing the informal sector and access to capital and a partnership with leading Senegalese business associations.  

· Cisco Systems has launched the Senegal component of its Africa 100, a USAID Global Development Alliance with the USAID Leland Initiative. The Cisco Networking Academies program is expanding from one academy to eleven additional locations.  Seven of these academies are already up and enrolling students.  Cisco will be investing about $1.5 million in these academies while USAID Leland is providing $150,000.  The Cisco Academies program is designed to overcome a chronic shortage of skilled computer networking specialists, a major constraint to ICT use by SMEs.

· The Senegalese Embassy E-government Pilot is also a DFI/Senegal leveraged activity.  The US National Telecommunications Cooperative Association has donated expertise and a Senegalese professional volunteer resident in the United States hopes to help design web interfaces and databases to track visa requests, issue necessary forms, aid the Senegalese diaspora and publicize opportunities for trade and business linkages with Senegalese firms.  Once the web activities are operational and Embassy staff trained, the Embassy may be  helped to identify Senegalese IT firms that can provide on-going maintenance. 
· Hewlett-Packard (HP) is engaging in two DFI projects in Senegal related to DFI/Senegal’s e-money objectives and the development of the business capacity of small businesses.  
HP invested several thousand dollars of staff time and travel expenses to identify promising technology offered by Senegalese firms.  As a result of its engagement, HP was introduced to ByteTech, a local start-up that is developing a technology solution for the micro-finance industry.  ByteTech's vision and solution paralleled an effort that HP had undertaken in Uganda.  HP's interest in partnering with ByteTech rekindled a funding conversation that had been dormant for some time.  As a result of HP's intervention, ByteTech has now received the funding it needs to pilot its micro-finance solution in 2004.

HP and ByteTech will also work through the DFI to integrate HP's more robust industry-standard platform for micro-finance transactions with ByteTech's local application suite.  The DFI will provide technology experts that can team with ByteTech's engineers to integrate the two solutions.  In the process, ByteTech's staff will be building their capacity around enterprise standards and advanced technologies; skills that are relatively new in Senegal.

In Fatick, a town approximately 140 km from Dakar, HP has partnered with Avesta Consulting and the Fatick community to build a business and technology center for entrepreneurs.  HP provided a lab of new computers to the Fatick community.  They are working with a local entrepreneur who will own and manage the business center.  He will lease the computers from the community.  A business plan has been generated that demonstrates profitability of the center in 12 - 18 months.  DFI volunteers will be spending some time in Fatick over the next few months to gain insight into the business needs of a rural population.  Together the DFI, the Fatick community, Avesta Consulting, and HP will develop a strategy for continued engagement and partnership.  

V. DFI in Peru

Peru was designated a DFI partner country by the White House on October 21, 2003.  On November 12th, a team was fielded from Washington, DC to draft the critical design elements of the program.  The team met in Lima with staff of US agencies that will be charged with overseeing the implementation of critical DFI elements on the ground and with key representatives of the private sector and the Government of Peru.
Focus on Small Rural Business

Micro, small and medium enterprises (MSMEs) are a large and critical part of every national economy, but are especially important in Peru. They represent 98 percent of the enterprises in Peru and hold enormous potential for Peru's economy.   These enterprises are currently faced with historic opportunities and also risks.

Peru has embarked upon an ambitious and far reaching decentralization program and is at the same time actively pursuing further integration in the world economy through a Free Trade Agreement with its biggest trading partner, the United States.  Economic growth due to enhanced governance and trade liberalization will create new opportunities but the extent to which MSMEs can participate in the growth will depend on their ability to improve productivity and access markets and assets. If these businesses can grow, they can play a critical role in helping Peru increase employment and decrease poverty.  

The goal of the Digital Freedom Initiative worldwide is to help entrepreneurs and small businesses make better use of information and communications technology (ICT) so that they can create jobs and improve the standards of living of the families of workers.  The United States, in both public and private sectors, is uniquely positioned as a world leader in the development of innovative ICTs.  

The strategy for Peru, as elsewhere under DFI, is therefore one that includes close partnership with the local business community as well as with Peruvian Government policy makers.  This partnership will adapt ICTs to address the special problems of MSMEs in Peru, and will seek to transform and enhance national policies and infrastructure to make these ICTs more readily accessible.
Two Key Results Expected
Over three years, DFI in Peru will:

Clarify and enhance the policy and regulatory environment to promote ICT access and application.  This critical assistance will help both to ensure that public investment in ICT is effective and sustainable, and to stimulate essential private investment and innovation.  The private sector must have the freedom and the market based incentives to develop new ICT business models and practices. Assistance will be provided through direct provision of services to Peruvian Government policy makers, through the facilitation of public and private partnerships, and the support of consultative mechanisms and business associations.

Expand the market for ICT products and services by assisting MSMEs to use these products and services to exploit opportunities to improve productivity, expand sales, and further integrate into the formal economy.  MSMEs will be provided with the tools and training which they require to create and exploit opportunities in improved governance and liberalized trade.  Commercial BDS providers and BDS organizations will be complemented by volunteers from both the Peruvian and United States private sector and national service organizations.

Assistance from the American Chamber of Commerce in Peru
The American Chamber of Commerce in Peru (AmCham/Peru) has formed a special committee called Technology and Telecommunications that specifically relates to the work of DFI.  AmCham/Peru proposes that this committee become a "Think Tank" for DFI.

The purpose of the Think Tank will be to serve as the principal forum for interaction between AmCham/Peru and the other components of DFI/Peru.  The intent of this interaction will be to generate innovative ideas for applying information and communications technologies in rural areas of Peru to help small businesses grow.

It is envisioned that most of these ideas will be particular technologies developed or adapted for commercial purposes by the major companies that are the members of AmCham/Peru.  The expected partnerships under DFI will vary according to the nature of the technology proposed, but in most cases will unfold as follows:

The AmCham/Peru firm will propose a technology for pilot deployment under DFI.  Prototype equipment and/or intellectual property will be donated, and technical support will be volunteered. The AmCham/Peru Think Tank will review the technology and assist the particular firm in appropriate adaptation for deployment.  The Think Tank may also identify additional volunteers and/or complementary technologies from among its membership. The DFI/Peru Country Committee will receive the recommendation from the Think Tank, and identify an appropriate DFI program site for pilot deployment.

DFI/Peru, which includes the Think Tank and the proposing firm, will marshal complimentary inputs to the pilot deployment, including client organizations to employ and field test the new technology, and technical assistance to develop appropriate business models for scaling up the full commercial deployment of the technology by the proposing firm. DFI/Peru, which includes the Think Tank, will provide high-level visibility for the pilot deployment, and will disseminate results.
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	Caracuel, Joseph
	Senior Vice President, International
	B of A
	joseph.s.caracuel@bankofamerica.com
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	Hemrick, Christine
	VP for Strategic Technology Policy and Consulting Engineers
	CISCO
	hemrick@cisco.com
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