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1. Background 

Goal of Review:  

• Assessment of Indonesia’s PPP framework based on 
Network of Senior PPP Officials ‘Recommendation on 
the Public Governance of PPPs’ 

Data gathered 

• Mission October 2011 

• Interviews with key government and stakeholders 

• Documentary evidence (reports, questionnaire) 

Report 

• Presented in Indonesia in February 

• Presented at PPP Network Meeting today! 

• Presented at Regional Reform Committee in April 
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OECD Recommendation 

• 12 Recommendations under 3 headings: 

• A. Establish a clear, predictable and legitimate 
institutional framework supported by competent 
and well-resourced authorities 

 

• B. Ground the selection of PPPs in Value for 
Money 

 

• C. Use the budgetary process transparently in 
order to minimise fiscal risks and ensure the 
integrity of the procurement process 

3 



Draft findings 

• Why PPPs in Indonesia? 
 

Table 1. Do the following make PPPs more attractive in comparison 
to traditional infrastructure procurement? 
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 Yes No Some-

times 

The project generates debt that is not on the balance sheet  of 

government 

X   

The project requires high level of constant maintenance   X 

The project requires a high level of service delivery performance X   

The project requires skills that are more readily available in the 

private sector, compared to the public sector 

X   

Strong Public Unions in the public sector in the relevant sector   X 

 



• Why traditional infrastructure procurement in 
Indonesia? 

Table 2. Do the following make traditional infrastructure 
procurement more attractive in comparison to PPPs? 
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 Y N S 

The project is politically/strategically important (e.g. defence) X   

The project is complex in management and design  X  

The project risk is difficult to quantify and measure (e.g. large IT 

investments) 

  X 

The project requires a high level of maintenance   X 

The project requires a high level of service delivery performance   X 

The project requires skills that are more readily available in the public 

sector, compared to the private sector 

X   

Strong Public Unions in the public sector in the relevant sector   X 

 



Clear, predictable and legitimate institutional 

framework supported by competent and well-

resourced authorities? 

• PPP as a service delivery mechanism does not appear to 
be politically sensitive 

• A somewhat high number of institutions involved in 
the PPP pipeline resulting in coordination challenges 
re roles and responsibilities 

• Process for development of projects could be 
better coordinated – stronger PPP Unit needed 

• High quality capacity in certain sectors, but remains 
capacity issues both in terms of financing and skills – 
especially in some procuring authorities 

• Role of Supreme Audit Institution? 

• Assessment of new regulations uniformly positive 
but still early days, land issue solved? 6 



Selection of PPPs grounded in Value for Money? 

 • Prioritisation and championing of projects remains 
a challenge (but short list valuable) – Presidential 
committee migh be a solution 

• Unclear criteria for pursuing PPPs - explicit pre-test 
might be helpful) 

• Off budget funding is a motivator – can distract from 
VfM 

• Explicit sectoral VfM tests, PSC etc. need to be 
developed 

• Stronger gate keeping role for MoF, stronger 
Gateway process 

• New role for Bappenas ranking absolute VfM 
(infrastructure commission), PPP Unit perhaps under 
MoF 

• Distinction between Public-Private and Public-
Public and Public-Public-Private 
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budgetary process used  to minimise fiscal 

risks, maintain transparency and ensure 

integrity? 

• Only one project has gone through to financial close 

• Role of RMU and link to funds appears solid 

• Link to budget department? 

• Affordability analysis? 

• Provision in budget for estimated risk? 

• Comprehensiveness of budget documentation, 
transparency about public sector exposure? 

• SOEs – as public side and as private 

• PPPs appear to be less prone to corruption 
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Lessons 

1. The Recommendation works! 

2. A PPP framework develops  step by step 

3. A good PPP involves a number of actors (PA, 
PPP Unit, MoF, Political level) this makes 
institutional architecture difficult but vital 

4. Technical skills essential, harness project 
finance capabilities (development banks etc.) 

5. MoF plays a key role – has to be the custodian 
of the framework and public purse 
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