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Program Description

Background
Indonesia faces a crisis in deploying infrastructure to support national development. In particular, the lack of adequate Information and Communication Technology (ICT) infrastructure outside large cities hinders economic development, and is creating an urban/rural digital divide of a magnitude that it is potentially destabilizing. In the current situation readily obtainable economic, health and educational benefits offered by ICT remain out of reach, as well as improvements in efficiency, transparency, and citizen participation offered by E-government technologies. 
To overcome the obstacles to rural infrastructure deployment, only a sustainable model for the commercial operation of community-owned ICT infrastructure offers an effective solution. Sustainability has proven impossible to achieve, however, in purely publicly funded projects such as Siskomdagri, PER Networks, etc. The insurmountable problems in providing public - primarily government or cooperative owned - network infrastructure, have fallen into two categories: 

1. The initial, one-time cost of deploying necessary technology, though significant, has not been the main hurdle. Rather, the burdensome, long-term financial commitment necessary to maintain connectivity once established has resulted in failure of all such public sector initiatives to date. 

2. Human resources necessary to manage the transition to and maintenance of the ICT environment are unavailable outside of large urban areas. The cost of staffing ICT experts is prohibitive for local public sector institutions, and people with such skills by and large prefer to migrate to urban areas where wages are significantly higher, resulting in repeated training costs and service disruption.

The private sector, on the whole, continues to neglect the regions. While the national infrastructure ex-monopolies are focusing their investments on more profitable urban areas, other potential private sector players are not investing in regional ICT infrastructure due to the perceived lack of a developed market for services, a shortage of capital financing, concerns about legal certainty, and the reluctance of their highly paid urban workforce to relocate to rural areas. In addition, local governments continue to legislate ill-conceived local taxes to fund politically important local projects, which further cripple investment prospects and retard local economic development.
Thus, public sector and private sector organizations, in isolation, are unable to overcome the obstacles of sustainable regional network service provision. Yet in sum, they hold the pieces necessary to solve the puzzle. 

Public sector / Private Sector partnerships (PPP) have been recommended by Dirjen Postel, the World Bank, ADB, USAID, UNDP, ITU and other organizations as the most effective means of solving the problem of lack of connectivity in Indonesia’s rural population areas. 
Under regional autonomy law, a vehicle exists that could enable Local Government and key social institutions to own local infrastructure, generate sustainable capacity building funds, and encourage private sector investment via a financially transparent entity: a publicly owned regional corporation, or BUMD. Furthermore, both BAPPENAS and the World Bank have stated that there are compelling arguments for empowering the regions to play a stronger role in developing infrastructure, and recommend investment in infrastructure ownership at the local level.   

The IRIDA program intends to demonstrate that the answer to sustainable provision of ICT, and other needed infrastructure, lies in a public sector/private sector BUMD partnership, that provides professional, private sector management for local infrastructure owned by key civil society stakeholders – government, schools, health services and SME cooperatives. 

Program Description
PPP have proven successful in other countries (NTCA-US, LGOL/Stockholm Model-Europe, Harvard/MIT Model–India/Thailand) and provide a documented track record of ICT infrastructure sustainability, positive impact on economic and human resources development, and improved governance and citizen participation. Recognizing that both the public sector and the private sector have certain advantages relative to the other in the performance of specific tasks, IRIDA is designed to provide public services and infrastructure in the most economically efficient manner, by allowing each sector to do what it does best within the Indonesian context of regional autonomy.

Ernst and Young will coordinate research and legal documentation, and establish a legal and financial framework under current regional autonomy law, to enable key public institutions responsible for development – Schools, Government, Healthcare, and SME Cooperatives - to own local infrastructure, via community owned corporations, or BUMD. 

The PPP legal documentation will create a straightforward partnership structure, designed to solve the problems currently preventing rural infrastructure deployment – i.e, it will reduce capital expenditure and risk for the private sector partner, while providing a stable local partner; and provide the public sector with access to expert human resources and profit sharing to offset ongoing costs: 

1. Local stakeholders will obtain infrastructure equipment via standard procurement procedures, with financing support from local banks, donor agencies, or DAU funds; To insure sustainability and sound business operations, the BUMD charter requires contract management of day to day commercial operations by a private sector management partner, who supplies personnel, technical and financial management, and operating capital to manage the various infrastructures on a commercial basis. 
2. Profits from commercial operations of the PPP are shared between the management contractor and the BUMD, and then proportionally within the local BUMD stakeholder group, creating a sustainable local funding source for investment in institutional capacity and human resources. 

The resulting corporate governance structure will provide a legally accountable and financially transparent vehicle making it possible to obtain funding for infrastructure development from a variety of sources, including national banks, multilateral banks, and private sector infrastructure investment funds.

During the program’s first, enabling infrastructure phase, IRIDA will demonstrate the sustainable provision of rural last mile wireless ICT infrastructure based on existing provider’s satellite and fiber optic networks, in the form of community Wireless Internet Service Providers (WISP), and provide Wireless Local Area Network (WLAN) connectivity to key institutions, supporting: 

· coordination of future development efforts between the national and local levels, by providing improved communications and information sharing capacity

· human resources capacity building, e-Government, e-Learning, Telemedicine, and SME programs, by providing content, content distribution and remote training capacity

· achievement of efficiencies and significant cost savings for local institutions via IP communications, paper reduction, elimination of business process redundancies, greater transparency and reduced corruption

· improved service delivery by public institutions at the local level, and greater citizen participation in the local decision making process

Subsequent IRIDA phases would deploy additional infrastructure according to local need and private sector interest, including power generation, water treatment and sanitation, etc, utilizing the existing BUMD structure.
IRIDA first phase sponsors include a wide range of organizations.  At the core of the IRIDA ICT program is a consortium of local industry leaders with uniquely relevant experience, providing ICT infrastructure and public access management (PT KampungCyber), Ministry-approved information management applications (PT Optima), and distance learning content (PT Jaring Data Interactive). The Ministry of Communications and Information will coordinate program support by National agencies. The Association of Kabupaten Governments (APKASI) will coordinate participation by local governments. A tools component designed to complement the first phase infrastructure program includes:
1. Provision of Ministry-approved Information Management Systems for local Education, Health Care and Government institutions, to improve business processes, service delivery, and transparency.

2. Development and dissemination of a core curriculum of distance learning content for e-Government, IT and Information Management, in tandem with newly developed Education Ministry, Health Care and SME content, to support local stakeholder capacity building.

3. Deployment of public access facilities to enable low income residents to benefit from the technology, and provide subsidized access and training content for key target groups.

Other organizations currently enrolled to provide support or content during the ICT Infrastructure phase include: 

· Sekolah Rakyat (operating over 750 Madrasah schools throughout Indonessia) 

· Universitas Terbuka (Open University, providing distance learning to over 350,000 students) 

· GLGI (Center for Local Governance Innovation – providing change management support)

· E-ASEAN/Agritani (providing Agriculture and SME support) 

· IPTEKnet (providing Hosting and delivery of Government web services)

· ICON+ (Fiber optic network subsidiary of PLN, the national electricity provider)

· PT Inti (BUMN, providing telecommunications and television infrastructure)
· FTII (Indonesian Information Technology Federation, providing product and service support)
· Bank BRI (providing finance for local stakeholders)
IRIDA is designed to serve as an open distribution channel for public interest group, donor agency, and private sector programs, content, and products, and provide the supporting infrastructure for innovative community based networking initiatives. 
Program Goals

IRIDA will demonstrate the sustainable operation of infrastructure at the local level, beginning with Information and Communication networks, which will provide the following benefits to key stakeholder groups in the community: 

· Allow more efficient allocation of human resources, assets and budgets, creating significant cost savings

· Improve the delivery of institutional services

· Allow for effective, coordinated training programs 

· Improve reporting by local institutions and the flow of data from the local to the national level, resulting in more informed decision making 

· Allow increased citizen access to information, education and participation in the local decision making process.

· Create a source of sustainable local income to fund locally prioritized projects 

IRIDA will create the conditions necessary to enable development across a wide spectrum of indicators, by building the capacity of local social institutions by providing:
Local Governance

· Improved Delivery of Local Government Services

· Improved Transparency and Accountability of Local Government

· Increased Citizen Participation in Development Planning

Local Education

· More Effective Local Management of Schools

· Increased Community Ownership and Participation in Education

· Improved Teacher Training

· Improved Quality of Basic Education

· Improved Workforce Skills for Youth

Local Health Care

· More Effective Management Of Hospitals And Clinics

· Improved Health Care Provider Training

· Improved Access To Research And Specialist Consultation

· Improved Quality Of Basic Healthcare

· Improved Public Knowledge Of Health And Hygiene

Local Economic Development

· Improved Basic Human Services Delivery at Local Level

· Increased Certainty in Business and Investment Environment

· Improved Investment in Public Services Supporting Private Economic Activity

· Allow access to markets for SME and enable consolidation of supply and delivery systems, improving local economies and creating jobs 

Program Scope
Core activities of the first phase of the IRIDA program will include:
1. Perform research on the legal and financing environment, document obstacles and solutions (e.g.  the lack of sovereign guarantees for infrastructure loans), and create a standardized BUMD Akta (Charter), and a Management Contract for private sector commercial operations of the community owned infrastructure.

2. Contract development and management of wireless local ISPs based on licensed 5.7ghz frequency, 802.11b/g or 802.16a standard protocols, to provide rural last mile service from existing fiber optic and satellite network providers.

3. Develop and disseminate, in cooperation with relevant ministries, a core curriculum of e-learning content modules.
4. Identify, in cooperation with relevant ministries, and implement a standard set of information management and reporting applications for local institutional use, and provide local governments with integration to the GSI (government secured intranet – VPN)
5. Contract development and management of public access centers providing telephony, Internet, business services, education services and retail technology sales.

Contacts

To learn more about IRIDA, or to find out how your organization can participate in this program, please contact:
Mr. Martin Crow, Founder and CEO – PT KampungCyber.com: mcrow@kampungcyber.com
Mr. Didi Apriadi, President Director – PT Optima Infocitra Universal: didi@optima.co.id
Mr. Sachin Gopalan, CEO – PT Jaring Data Interactive: sachin.gopalan@jditeam.com
Mr. Syaifudin Kai, APKASI Secretariat: skai@apkasi.or.id
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