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Abstract

Regional infrastructure development is a key factor in driving economic growth and
improving people's quality of life. However, limited local government budgets are often
the main obstacle in providing adequate infrastructure. The public-private partnership
(PPP) model comes as an innovative solution by involving private sector participation in
infrastructure financing, development and management. This study aims to analyse the
concept, implementation, best practices, and challenges of PPP model in the context of
regional infrastructure development through literature review. The results show that
PPP is able to improve efficiency, service quality, and accelerate the realisation of
infrastructure projects, especially through proportional risk and responsibility sharing
between the government and the private sector. However, the successful
implementation of PPP is highly influenced by a clear regulatory framework,
transparent governance, institutional capacity of local government, and community
participation. Thus, regulatory strengthening, capacity building, and multi-stakeholder
engagement are key in optimising the public-private partnership model for sustainable
regional infrastructure development.
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Introduction

Infrastructure development is one of the main foundations in driving economic
growth and improving the quality of life of people at the regional level. Infrastructure is
all the basic facilities and structures, both physical and social, needed to support the
economic and social activities of the community, such as roads, bridges, electricity
networks, clean water systems, schools, and hospitals, which serve as the main
foundation for the daily activities and long-term development of a region (Osei-Kyei,
2025).

Adequate infrastructure, such as roads, bridges, harbours, clean water systems,
and electricity networks, are important prerequisites for the smooth running of
economic activities, distribution of goods and services, and community accessibility to
basic services. However, limited local government budgets are often the main obstacle
in providing adequate and sustainable infrastructure (Ramadhan, 2024).
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Along with the increasing need for infrastructure in various regions, the
government can no longer rely on conventional financing sourced from the Regional
Budget (APBD) or the State Budget (APBN) alone. Fiscal constraints, diverse
development priorities, and pressure to provide optimal public services encourage the
need for innovation in financing and implementing infrastructure projects. One solution
that is developing is the public-private partnership (PPP) model (Yusuf, 2022).

Public-private partnership is a form of collaboration between the government
and the private sector in the provision of public services or infrastructure. In this model,
both parties share the responsibilities, risks and benefits of project implementation. The
government usually provides land, permits, and policy support, while the private sector
is responsible for financing, designing, constructing, and operating the project. This
model allows the government to access private expertise, technology, and capital,
thereby accelerating infrastructure development and improving efficiency (Sulastri,
2023).

The main advantages of public-private partnerships are the reduction of the
government's fiscal burden, improved efficiency and quality of service, and the transfer
of some project risks to the private sector. In addition, the involvement of the private
sector encourages innovation in infrastructure management and maintenance, whichin
turn can provide greater benefits to society. However, the implementation of this
partnership also faces various challenges, such as the need for a strong legal
framework, transparent governance, and collective commitment from all stakeholders
(Maulana, 2024) .

In Indonesia, the public-private partnership model has been adopted in various
sectors, ranging from transport, energy, clean water, to health and education facilities.
Strategic projects such as toll roads, airports and harbours are clear examples of
successful PPP implementation. However, not a few projects have encountered
obstacles due to lack of planning, overlapping regulations, or an imbalance in risk
sharing between the government and the private sector (Aditya, 2025).

Local governments have an important role to play in fostering these
partnerships, especially in the context of regional autonomy which gives them greater
authority in development management. Through the involvement of the private sector,
local governments can increase investment competitiveness, accelerate economic
growth, and expand community access to basic infrastructure. However, the success of
the partnership is strongly influenced by the capacity of local government institutions
in designing, negotiating and supervising project implementation (Nugroho, 2022).

From a legal perspective, public-private partnerships are regulated in various
regulations, including Law No. 23/2014 on Regional Government, which provides a
foundation for cooperation between local governments and third parties. This legal
aspect emphasises the importance of the division of rights and obligations, risk
management mechanisms, and enforcement of sanctions for parties that do not comply
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with the agreement. Feasibility studies are a key requirement before the
implementation of cooperation, to ensure the project is truly economically, technically
and socially feasible (Osei-Kyei, 2020) .

In addition to legal and institutional aspects, social and environmental factors
are also important considerations in public-private partnerships. Community
involvement in every stage of the project, from planning to evaluation, can improve
project accountability and sustainability. Innovative models such as Public-Private-
People Partnership (PPPP) are being introduced to strengthen community participation
in infrastructure development (Suryani, 2020) .

Another challenge that often arises is the limited capacity of human resources
within the local government, both in terms of planning, contract negotiation, and
supervision of project implementation. Therefore, capacity building and training for
government officials is an urgent need so that partnerships can run effectively and
provide optimal benefits (Susilawati ., 2021)

The dynamics of the relationship between the public and private sectors in
infrastructure development is also influenced by external factors, such as national policy
changes, economic fluctuations, and technological developments. Therefore, flexibility
in the partnership agreement and adaptation to changes in the external environment
are key to the success of PPP implementation in the region (Pradana, 2022).

In the global context, public-private partnerships have proven to be one of the
effective strategies in overcoming financing limitations and accelerating infrastructure
development. Various countries have developed PPP models that are tailored to local
needs and characteristics. International experience shows that the success of PPP is
largely determined by good governance, transparency, and accountability in every
stage of the project (Zhang, 2023) .

Based on the above description, this study examines the public-private
partnership model in regional infrastructure development. This study is expected to
provide a comprehensive understanding of the concept, implementation, challenges,
and best practices that can be adopted by local governments in Indonesia. Thus, this
study not only contributes to the development of science, but also provides practical
recommendations for policy makers and development actors at the regional level.

Research Methods

This research uses a literature study method with a qualitative approach to
analyse the public-private partnership model in regional infrastructure development.
Data was collected from secondary sources such as legal documents (e.g. Law No.
23/2014), academic journals, project reports, and other documents (Kitchenham, 2020)
. Analyses were conducted through content analysis to identify patterns, themes, and
challenges that emerged in the literature, as well as comparisons of partnership models
(suchas BOT, BOOT, and PPPP) to evaluate their effectiveness in the context of regional
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autonomy. Findings are synthesised to formulate policy and practical recommendations
(Moher et al., 2020) .

Results and Discussion
Public-Private Partnership Models in the Context of Regional Infrastructure

The public-private partnership (PPP) model in the context of regional
infrastructure development is a form of collaboration between the government and the
private sector to plan, build, operate, and finance infrastructure projects that are vital
to society. This model emerged as a response to the government's limited resources
and budget in meeting the growing infrastructure needs, while demands for the quality
and efficiency of public services are also getting higher (Wang, 2022).

The general definition of PPP is a long-term partnership between the
government as the regulator and public stakeholder, with the private sector providing
capital, technology, and project management. In this scheme, both parties share
responsibilities, risks, and profits proportionally according to the agreed agreement
(Babatunde, 2020) . One of the main benefits of public-private partnerships is the
reduction of the government's fiscal burden. By involving the private sector, the
government can share the cost burden of infrastructure development, thus minimising
the pressure on the public budget. In addition, the government can also access the
technology and managerial expertise of the private sector, which is often more
sophisticated and efficient than the public sector (Sari, 2024) .

Private sector participation in infrastructure development also promotes
improved project quality and efficiency. The private sector has an incentive to achieve
the best results for financial gain, so they are encouraged to work effectively and
innovatively. In addition, project risks such as delays, cost overruns, or operational
failures can be shared between the government and the private sector, resulting in less
risk for the government to bear (Wibowo, 2023) . In its implementation, there are
several main types of public-private partnerships that are often used in Indonesia, such
as Build-Operate-Transfer (BOT), Build-Own-Operate-Transfer (BOOT), and Build-Lease-
Transfer (BLT). In the BOT model, for example, the private sector builds, operates and
maintains the infrastructure during a certain concession period, before handing it back
to the government. This model has been applied to major projects such as the Trans-
Java toll road, which is proven to improve connectivity and economic growth in the
region (Hartono, 2022).

In addition to conventional models, there are also innovative partnership models
such as Public-Private-People Partnership (PPPP), which adds the element of
community as an active partner in infrastructure development. This model aims to
ensure project sustainability by involving the community, especially in the planning and
land acquisition stages, so that the project is more accepted and has a direct impact on
local welfare (Gunawan, 2022) . In the regulatory context, public-private partnerships
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are regulated through various policies and regulations, such as Perpres 67/2005 which
has been revised into Perpres 13/2010, to clarify mechanisms and accommodate investor
interests. In addition, Law No. 23/2014 on Local Government also provides a legal basis
for local governments to establish cooperation with third parties in the provision of
infrastructure (Wijaya, 2023) .

The legal aspects of these partnerships are very important, especially in relation
to the division of rights and obligations, risk management mechanisms, and contract
enforcement. The state has a special position in contractual relations with private
partners, starting from the formalisation, implementation and enforcement stages, to
ensure that publicinterests are protected. In addition to legal and technical aspects, the
success of the public-private partnership model is also greatly influenced by the
institutional capacity of local governments. Local governments must be able to design,
negotiate and supervise project implementation so that development goals can be
optimally achieved. Human resources and institutional capacity building are important
prerequisites for effective PPP implementation (Susanto, 2021) .

Community involvement in the PPPP model is also a key factor in ensuring project
sustainability. Through the establishment of co-operatives or community-owned
enterprises, communities can derive direct economic benefits from infrastructure
projects, while strengthening their sense of ownership over development outcomes. In
addition, public-private partnerships can also accelerate the completion of
infrastructure projects by utilising the technical expertise and financial resources of the
private sector. This is particularly important in addressing the investment gap between
development needs and government financing capacity (Bappenas, 2022).

However, there are many challenges in implementing PPPs. Some of them
include overlapping regulations, lack of transparency, and unbalanced risk sharing
between the government and the private sector. Therefore, strengthening governance
and regulatory enforcement is crucial to ensure the success of this partnership.

Overall, the public-private partnership model in regional infrastructure
development has proven to be an effective instrument in overcoming limited
government resources. By utilising the strengths and advantages of both sectors, this
partnership is able to improve the efficiency, quality, and accessibility of much-needed
infrastructure.

Going forward, the development of more inclusive partnership models, such as
PPPP, as well as strengthening institutional and regulatory capacity, is expected to
further encourage the success of sustainable and socially equitable regional
infrastructure development.

Best Practices and Challenges of Public-Private Partnership Models

Best practices and challenges of public-private partnership (PPP) model in
regional infrastructure development have been widely learnt through various
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experiences in Indonesia and other countries. The PPP model has been proven to
accelerate infrastructure development, improve efficiency, and open up significant
private investment opportunities. However, behind this success, there are a number of
challenges that need to be anticipated in order for the partnership to run optimally and
sustainably (Pratama, 2024).

One of the key best practices in the PPP model is the implementation of
availability-based payment schemes. This scheme guarantees a fixed income for private
investors based on the availability and quality of infrastructure, rather than solely on
direct user fees (Putri, 2021) .

This minimises the financial risk of investors by ensuring that payments are based
on service availability. This scheme guarantees a stable income for the private sector,
regardless of fluctuations in the number of users or direct revenue from service tariffs.
Investors are also more confident to participate in infrastructure projects, as the risk of
loss due to low service usage can be minimised through clear contracts and transparent
payment mechanisms (Sari, 2024) .

Meanwhile, the government can still ensure that public services run optimally
according to predetermined standards. With measurable performance indicators in the
partnership contract, the government can monitor the quality and continuity of services
provided by the private sector. If there is a decline in service quality, the government
has the right to impose sanctions or re-evaluate the contract, so that the interests of
the community as service users are protected (Dewi, 2024) .

The involvement of local communities in partnership-based ecotourism projects
is reflected through their active participation in various aspects of management, from
planning, operations, to evaluation and environmental conservation. The community is
not only the object of policy, but also has animportant role in decision-making, resource
management, as well as the provision of tourist services such as guides, food providers,
and destination promotion (Kurniawan, 2024) . This level of participation is supported
by partnerships between local communities, governments, and businesses, which
strengthen community capacity through training, economic incentives, and regulatory
support so that the benefits of ecotourism can be felt directly and sustainably. Thus, the
involvement of local communities not only increases the success and sustainability of
ecotourism projects, but also strengthens the sense of ownership and improves the
economic and social welfare of local communities (Hidayat, 2023).

However, the main challenge inimplementing PPPs is the difference in objectives
between the government and the private sector. The government tends to emphasise
public services and community welfare, while the private sector is oriented towards
financial gain. Finding common ground and building a shared vision is a challenge that
requires intensive communication and fair negotiation. Another challenge that is often
faced is the complexity of procedures and bureaucracy (Rahmawati, 2020) .
Overlapping regulations, slow licensing processes, and lack of clarity of rules can hinder
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investor interest and slow down project implementation. Therefore, regulatory reform
and bureaucratic simplification are necessary to create a conducive investment climate
(Parulian ., 2024)

Risk management is also a crucial issue. Infrastructure projects generally involve
high risks, whether technical, financial or political. Disproportionate risk sharing, where
all risks are transferred to the private sector, can make the project unattractive to
investors. Best practice is to share risks fairly according to the capacity of each party,
and to have a renegotiation mechanism if significant changes occur during the
concession period. In addition, the institutional capacity of local governments in
designing, negotiating and supervising PPP projects remains a challenge. Many regions
do not have adequate human resources and institutional tools to manage these
complex partnerships. Capacity building, training, and knowledge transfer are urgently
needed (Osei-Kyei, 2025) .

Transparency and accountability in the procurement process and project
implementation are also critical. Lack of information disclosure can lead to public
mistrust and potential conflicts of interest. Best practices in various countries show that
data disclosure, independent audits, and community involvement in project oversight
can increase trust and partnership effectiveness (Ameyaw, 2021) .

The long-term contracts that characterise PPPs also bring their own challenges.
Changes in economic, political or technological conditions during the concession period
can make an initially favourable contract less relevant. Therefore, there is a need for
flexibility in the agreement as well as adaptation mechanisms to keep the project
running according to the original objectives (Susanto, 2021).

The next challenge is managing diverse stakeholders. PPP projects involve many
parties with different interests, ranging from government, private sector, community,
to financial institutions. Effective stakeholder management, good communication, and
constructive conflict resolution determine the success of the project (Santoso, 2022).

Furthermore, an equally important best practice is continuous evaluation and
learning from previous project experiences. This evaluation covers financial, social,
environmental, and governance aspects, so that it can be the basis for improving future
PPP policies and implementation (Yulianto, 2021) .

Thus, adopting best practices and anticipating key challenges, the public-private
partnership model can be an effective instrument to accelerate regional infrastructure
development in a sustainable and inclusive manner.

Conclusion

The public-private partnership (PPP) model in regional infrastructure
development has become an effective solution to overcome the limited funds and
resources of the government in meeting the increasingly complex and urgent
infrastructure needs. . Under this partnership, the government acts as the regulator and
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public stakeholder, while the private sector provides the capital, technology, and
managerial expertise needed to plan, build, operate, and finance infrastructure
projects. Through the proportional sharing of responsibilities, risks and benefits, this
partnership enables a reduction in the government's fiscal burden, improved project
quality and efficiency, and a more balanced transfer of risks between the two parties.

The success of the PPP model is reflected in various strategic projects, such as
the construction of the Trans-Java toll road using the Build-Operate-Transfer (BOT)
scheme. This project is able to improve inter-regional connectivity, accelerate economic
growth, and provide broad social benefits to the community. In addition, the PPP model
also encourages innovation through the adoption of new technologies and modern
management practices brought by the private sector. However, such success is highly
dependent on the existence of a strong legal framework, good governance,
transparency, as well as the collective commitment of all stakeholders to manage the
project in a professional and sustainable manner.

While offering many benefits, the implementation of public-private partnerships
also faces challenges, such as regulatory complexity, differences in objectives between
the government and the private sector, and the need for equitable risk sharing.
Overcoming these challenges requires regulatory reforms, enhancing the institutional
capacity of local governments, and involving communities in the project planning and
monitoring process. Thus, the PPP model can continue to be developed as a strategic
instrument to accelerate inclusive, efficient, and sustainable regional infrastructure
development.
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