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Abstract: Public-Private Partnership (PPP) is an alternative solution for the government to provide public 

goods and services that the government cannot fulfil due to budget constraints.    However, not all PPP 

implementations are successful. In this article, the determinants of the success of PPP implementation are 

examined.  The analysis was carried out based on articles discussing the keys success factors of 

implementing PPP. These articles are taken from articles published in reputable journals. The analysis 

results show that organizational factors, interactional factors, structural factors, and external factors are the 

critical factors for PPP implementation's success. 
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Introduction 

All countries need infrastructure to support the 

development and improvement of the country's 

economy. This infrastructure development 

requires a large fund. However, not all countries 

can independently finance infrastructure 

development. The Asian Development Bank 

(ADB) estimates the annual deficit/gap in 

economic (hard) infrastructure funding in 25 

developing countries in Asia for the period 2016-

2020 is $ 459 billion or 2.4% of the Gross 

Domestication Product GDP) of these countries. 

If the need for social (soft) infrastructure is also 

considered, the deficit will be $ 907 billion. 

Economic (hard) Infrastructure is Infrastructure 

for transportation, energy, water, sanitation and 

telecommunications. 

Meanwhile, social (soft) Infrastructure is 

Infrastructure in health, education and other 

social infrastructure. The deficit/gap in 

infrastructure funding is the difference between 

infrastructure investment needs and actual 

investment for infrastructure for one year. The 

most significant deficit for economic 

infrastructure occurs in the transportation sector, 

followed by the energy, water, sanitation and 

telecommunication sectors. As for social 

infrastructure, the enormous infrastructure 

deficit/gap occurs in the education sector, 

followed by the health sector (Ra and Li, 2018). 

The deficit/gap in infrastructure funding, 

especially in developing countries, will continue 

as long as the government cannot increase fiscal 

revenues that can be used for infrastructure 

funding. Increasing the government's fiscal 

capacity takes quite a long time, while 

infrastructure needs to increase in line with the 

government's development programs. Several 

options to overcome this are borrowing money, 

reallocating budgets, and encouraging private 

sector investment (Secrieru et al., 2009). Private 

sector investment can be carried out through a 

government cooperation scheme, namely the 

Public-Private Partnership (PPP).  

The cooperation scheme helps the 

government provide the necessary infrastructure 

without spending many funds because the private 

sector will finance it. Public-Private Partnership 

is defined as a collaboration between the public 

and private sectors for a certain period to develop 

or provide public goods or services by sharing the 

risks, costs and resources for the development of 

these products or services (Van Ham and 

Koppenjan, 2001; Weihe, 2005). Public-Private 

Partnership scheme can take partnerships, 

outsourcing, entrepreneurship partnerships, and 

joint ventures (Weihe, 2005). 

http://dx.doi.org/10.24198/jaab.v4i1.31953


Journal of Accounting Auditing and Business - Vol.4, No.1, 2021                                                       10.24198/jaab.v4i1.31953 

 

82 http://jurnal.unpad.ac.id/jaab – ISSN: 2614-3844 

 

Cooperation to provide public goods and 

services in PPP is currently implemented in 

almost all countries. Public goods or services, 

including the PPP scheme's infrastructure, are in 

the transportation sector followed by the energy 

sector. The PPP scheme assists the government in 

funding infrastructure development and 

providing public goods and services and provides 

another advantage, namely a focus on 

performance (Warsen et al. 2018). Teisman and 

Klijn (2002) explain that PPP also describes 

collaborative governance, cooperation, trust, and 

horizontal coordination. The non-government 

parties involved in PPP can be a consortium of 

contractors and banks/investors. Every party 

involved in PPP bears the risk, so transparency in 

contracts and accountability and governance in 

decision-making are urgently needed (Hodge and 

Greve, 2007). However, perceptions of 

governance can differ between the government 

and the private sector (Cheung et al., 2012; 

Warsen et al., 2018).  

The bureaucratic government, the 

perspective and governance mechanisms usually 

applied is hierarchic governance. Meanwhile, the 

profit-oriented private sector, perspective, and 

governance mechanisms applied is market-

oriented governance (Gestel et al. 2012). The PPP 

cooperation scheme also demands an exchange of 

information between cooperating parties 

(transparency) and an agreement on the purpose 

of cooperation, product specifications, and 

certainty of product absorption (Teisman and 

Klijn 2002). If this is not in the PPP cooperation 

scheme, then there is a big possibility that the PPP 

will fail. Apart from these factors, other factors 

can implement the PPP succeed or fail. Based on 

the description above, this paper will examine 

what factors are the keys to implementing PPP's 

success. The study was carried out on the 

literature related to the topic which was published 

in reputable journals. 

 
Literature Review 

 
Public-Private Partnership 

The concept of Public-Private Partnership (PPP) 

has been in use since the late 1970s. However, 

most researchers explain that the UK Labor 

Government first introduced the PPP concept in 

the late 1990s. Researchers define PPP with a 

variety of approaches. Van Ham and Koppenjan 

(2001) defines PPP as a cooperation between the 

public and private parties within a certain period 

to jointly develop a product or service and share 

the risks, costs and resources associated with 

these products or services. Zheng et al. (2008) 

explain that PPP is an agreement whereby the 

private sector works on long-term infrastructure 

projects following the output specifications 

required by the government, then operates and 

manages them. Bovaird's (2004) defines PPP as a 

work agreement based on a joint commitment 

between public sector organizations and non-

public sector organizations. Grimsey and Lewis 

(2004) explain that PPP is an agreement between 

organizations to provide public goods and 

services. Other researches define PPP from 

various perspectives but generally lead to the 

cooperation between the government and non-

governmental organizations in providing public 

goods and services bound in an agreement. 

 
Public-Private Partnership Framework 

The framework of the Public-Private Partnership 

(PPP) can be seen in many aspects. Brinkenhoff 

and Brinkenhoff (2011) describe the PPP 

framework based on its objectives. In general, 

PPP implementation aims to design and monitor 

public policies, provide public services, provide 

infrastructure, carry out capacity building, and 

develop the economy. This scope and framework 

of PPP are also the objectives of implementing 

PPP by the government. Meanwhile, Zou et al. 

(2008) describe a PPP framework based on a risk 

management cycle. According to Weihe (2006), 

the PPP framework can also be viewed from the 

defining PPP approach where there are five 

approaches, namely: the local regeneration 

approach, policy, infrastructure, development, 

and governance.  

In a PPP arrangement, the parties can 

combine several of these approaches outlined in 

the cooperation contract. Liu et al. (2014) explain 

the PPP framework based on its implementation 

stages, namely project design and selection of 

alternative procurement, including Build-
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Operate-Transfer; Build-Transfer-Operate; 

Build-Own-Operate. Another opinion expressed 

by Delmon (2015) is that there are five elements 

in the PPP framework: law, institutional, 

procurement process, government funding, and 

long-term funding mobilization. 

 
Governance in Public-Private Partnership 

The PPP agreement is a complex long-term 

agreement between the government and the 

private sector covering project design, 

construction, operation and maintenance; 

marketing; and finance. (Zheng, 2008). A broad 

scope of activities and a prolonged period 

requires good governance in the implementation 

of the agreement. Good governance in PPP will 

be realized if there is mutual trust between the 

parties involved, which must be built from PPP 

implementation (Koppenjan, 2009). It must also 

be carried out in every PPP implementation stage 

based on the parties' agreement in the PPP. Hodge 

(2006) explains that interlinked funding, a 

consortium of project implementers, sharing of 

risks among project implementers, making 

decisions based on the parties' agreement, will 

encourage good governance in implementing the 

PPP.  

Self-regulating networks built by the PPP 

implementers will also create coordination and 

encourage good governance in PPP 

implementation (Dunn and Suter, 2009).    

Projects are undertaken under the PPP scheme 

usually require large funds, so banking 

involvement is urgently needed. Also, assurance 

from the government of market certainty is 

required to have financial feasibility. The 

relationship between banking, private sector and 

government in implementing PPP will also 

encourage PPP to be appropriately managed 

(Hodge and Grece, 2007). Brinkenhoff and 

Brikenhoff (2011) explain that PPP 

implementation that involves several parties will 

increase transparency, accountability, reduce 

corruption, and respect human rights. 

 
Critical Factors for the Success of a Public-

Private Partnership 

Public-Private Partnerships are currently being 

carried out in many countries as an alternative in 

providing public goods and services, but not all 

PPPs are successful in their implementation. The 

following factors contribute to the success of PPP 

implementation and factors that cause PPP failure 

if they are not present in the PPP implementation. 

These factors include a transparent process, a 

competitive and effective auction process, 

business feasibility, a return that is commensurate 

with the risks, guarantees from the government, 

risk sharing, stable government policies, presence 

of markets, good economic conditions, presence 

of trust, reputation, motivation, as well as good 

governance, and compliance with environmental 

preservation standards (Forrer, 2010).  

Meanwhile, Ismail (2013) explains that 

the key to successful PPP implementation is good 

governance, commitment from both parties, a 

clear legal framework, supportive economic 

policies and ease of obtaining funding. Based on 

their research results, Osie-Kyei and Chan (2015) 

stated that the key to successful PPP 

implementation is allocating and sharing risks 

between parties, a strong consortium, and 

political support from the government, 

community support, and a transparent 

procurement process. According to Cheung et al. 

(2012), the three keys to successful PPP 

implementation are each party's commitment and 

responsibility, a strong consortium of private 

parties involved, and the allocation and sharing of 

risks between parties fairly. 

Another opinion regarding the critical 

factors for the success of PPP is that of San 

Martin (2005) that organizational and 

interactional factors determine the success of 

PPP. Organizational factors include leadership 

and managerial experience, human resource 

management, access to funding. Interaction 

factors include a cooperation development 

manual, clarity of each party's roles, teamwork 

and joint decision making. The need for group 

interaction is following that stated by Lasker et al. 

(2001). Apart from group interaction, several 

other factors also determine the success of the 

collaboration, namely the availability of 

resources; understanding of the characteristics of 

partnerships (recruiting and maintaining partners 
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who have resources); good relations between 

cooperating parties; the characteristics of 

cooperation (leadership, administration and 

management, good governance); and external 

factors (Lasker, 2001). The external factors 

referred to are community support, government 

political support. Meanwhile, Hennart and Zeng 

(2005) stated that structural factors, namely 

cooperative partner selection, cooperation 

contract configuration, cooperative participation 

and sharing of power, are also factors that 

determine the success of PPP and the formation 

of collaborative governance (Purdy, 2012; Hardy 

and Philips, 1998). 

 
Research Methodology 

This paper is a literature review on the 

determinants of the success of the Public-Private 

Partnership arrangement. Works of literature 

were taken from various reputable journal 

databases, as well as books, and also from 

seminar paper. Then research results and books 

were selected according to the topic in this paper. 

Then a summary is made under the issues being 

studied. 

 
Discussion 

Public-Private Partnership (PPP) is one way that 

governments in many countries address the gap 

between the need for infrastructure and public 

goods or services compared to the government's 

budget capacity to provide it. The British 

government introduced the PPP scheme to 

implement the New Public Management 

incentive in late of the 1990s. This PPP scheme 

involves several parties for its implementation, 

namely the government and non-government 

parties, bound in a long-term cooperation 

agreement to provide public goods or services or 

infrastructure. The form of a PPP agreement can 

be various, including joint ventures, BOT, and 

BTO. Although the forms of PPP agreements can 

vary, the objective is the same: to efficiently and 

effectively provide public goods and services 

needed by the community, and neither party 

involved in the cooperation will be 

disadvantaged. Therefore, it is essential to have 

transparency and accountability from each party 

in any collaborative decision-making process in 

the PPP scheme. 

Public-private cooperation in the form of 

PPP is contained in a contract that contains the 

framework for implementing the PPP. The PPP 

contract contains objectives, legal rules, project 

design, the auction process, project management, 

funding, risk allocation and sharing, project 

output, and decision-making related to the 

project. All of these are the PPP implementation 

framework. The PPP implementation framework 

is essential so that the parties involved in the 

collaboration know their respective positions, 

rights and responsibilities. Public-Private 

Partnership also requires that all aspects of the 

PPP framework be implemented with mutual 

consent and agreement. 

The parties involved in implementing 

PPP are a consortium with the same objectives as 

stated in the cooperation contract. The 

consortium demands a self-regulating network 

from each consortium member in order to create 

good coordination. Another thing that the 

consortium also demands is transparency and 

accountability to create mutual trust among 

consortium members. This sense of trust is 

crucial because almost all PPP activities are 

carried out jointly by consortium members. Trust 

will also make it easier to reach agreement in the 

collaborative decision-making process. In 

addition to trust, each consortium member's 

commitment is also very much needed so that 

PPP can run well. Another thing that is also 

important in the consortium is risk allocation and 

sharing, a commensurate return with the risk for 

each consortium member. All of these things will 

encourage good governance in the 

implementation of the PPP. 

Good governance is one of the critical 

factors for the success of PPP. Good governance 

is part of the interaction factor in a PPP. Clarity 

on each collaborating party's roles, team work, 

joint decision-making, coordinative participation, 

risk sharing, commitment from each party, trust, 

and reputation are also part of the interactional 

factors in implementing PPP. If these 

interactional factors are not formed during PPP 

implementation, it will make PPP fail to achieve 

the objectives stated in the contract. Apart from 
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interactional factors, other factors that are the key 

to the success of PPP are organizational, 

structural, and external factors. Organizational 

factors include leadership and managerial 

experience, human resource management, and 

accessibility of funding from each party. This 

organizational factor is inherent in the 

organization of each collaborating party. The 

structural factors consist of the cooperative 

partner selection process, the competitive and 

effective bidding process, the cooperative 

contract configuration design, the legal 

framework. This structural factor is a prerequisite 

for the formation of PPP as expected by the 

government. External factors include political 

support from the government, community 

support, good economic conditions. This external 

factor has to be taken into account by the 

government before the PPP scheme is offered to 

parties to work with. 

 

Conclusion 

People welfare is the government's responsibility, 

which can be achieved by providing public goods 

and services and adequate infrastructure. 

However, budget constraints make the 

government have to find ways to overcome them. 

One of these ways is through cooperation with 

non-government parties. The scheme currently 

implemented in many countries is the Public-

Private Partnership. The government must plan 

the PPP scheme well, carry out a feasibility study, 

conduct the auction openly, and transparently 

implement PPP. After the PPP partner has been 

selected, many other factors determine the PPP's 

success. These factors are structural, 

organizational, interactional, and external factors. 

If these four factors are present and implemented 

adequately, PPP will be successful and vice 

versa. 
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