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Abstract---Water supply system management for providing proper services to the community is a challenge for the 

Government of Indonesia. The Indonesian government through the Public-Private Partnerships (PPPs) scheme 

involves the role of the private sector in decent, quality, and cost-effective water supply system infrastructure. This 

study aims to describe problems faced by the Regional water supply system PPP project initiated by business entities 

(unsolicited) in Indonesia. Also, describes the application of Critical Success Factors as a problem-solving strategy 

in the implementation of the water supply system PPP project. To express this, This research uses a case study 

qualitative method involving Government Contracting Agency (GCA) informants from the Ministry of X. Data were 

collected through semi-structured interviews and documentation studies. It was found that in this case, the water 

supply PPP project has gone through the stages of PPP agreement signing which still faced problems in land 

provision, the certainty of raw water sources, inflation, tariff setting, and downstream infrastructure development. 

GCA seeks to resolve the problem with intensive coordination between related parties, financial and non-financial 

compensation, alternative sources of raw water, and support from the GCA Budget for downstream development. 

Keywords---public sector, public-private partnership, risks, water supply system. 

 

 

Introduction 

 

Infrastructure development is an important effort for a country's economic growth. Infrastructure spending policy is a 

strategy implemented by countries around the world to increase the long-term growth of the country/region (Coyle, 

2022). The infrastructure spending policy is also implemented by the Government of Indonesia through the National 

Medium-Term Development Plan (RPJMN, 2020-2024) which targets the availability of infrastructure stock of 

49.4% in 2024. However, the availability of the State Budget (APBN) that can be made available is only 37% of the 

total infrastructure spending needs (Coordinating Ministry for Economic Affairs, 2022), as mandated in Presidential 

Regulation No. 18/2020 it is necessary to have an alternative new financing scheme for infrastructure development 

by using the state/local government budget as the last resource. Due to the problem of limited availability of 

state/local government budget in meeting Indonesia's infrastructure stock target, the Government implemented a 
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policy of creative and innovative financing schemes through the implementation of Public-Private Partnerships (PPP) 

schemes. 

In the PPP scheme, the government acts as a policy distributor, while the private sector plays a role in providing 

innovation and financial resources, infrastructure resources, research resources, and others (Links, 2006). PPP is a 

scheme that is often implemented for infrastructure development in the Southeast Asia region because it can increase 

investment, efficiency, and competitiveness of the infrastructure market, as well as reduce government monopoly on 

infrastructure development (Wisuttisak et al., 2021). The Indonesian government is committed to implementing the 

PPP scheme through Minister of National Development Planning Regulation No. 2/2020 which regulates the 

feasibility of project preparation to be able to provide proper services to the community. Based on this regulation, 

one of the project developments under the PPP scheme is the water supply system. The success of the Indonesia 

Government in developing PPP projects in the water supply system sector for the 2020 and 2021 time periods is the 

National Strategic Project (PSN) for water supply systems with a total investment value of IDR 5,948 billion, namely 

the Bandar Lampung Water Supply System, West Semarang Water Supply System, and Umbulan Water Supply 

System (Committee of Accelaration of Priority Infrastructure Delivery/KPPIP, 2021). 

Based on the RPJMN 2020-2024, the Indonesia Government requires investment in the development of access to 

water supply infrastructure reaching Rp. 123.4 trillion, while the state budget and local government budget are only 

available at Rp. 36.6 trillion, so there is a financing gap reaching Rp. 86.8 trillion. As mandated in the 1945 

Constitution of The Republic of Indonesia Article 33, the government is responsible for providing adequate drinking 

water infrastructure to the community so that any financing gap requires the involvement of the private sector. 

Providing adequate and safe water quality through a water supply system involves many parties and challenges. 

Water projects are characterized by high capital requirements, a sector subject to institutional arrangements, and 

vulnerability to conflicting public policy objectives (Ameyaw & Chan, 2015). An adequate water supply system 

intersects with climate change issues, demographic pressures, natural disasters, and quality issues, and the amount of 

water supply is affected by the quality of distribution channels (Nizkorodov, 2021). The challenges of providing a 

water supply system in Indonesia using the PPP scheme are related to setting water rates, financing mechanisms, 

availability of raw water, and decreasing the quality of raw water (Perum Jasa Tirta I, 2022). 

PPP projects demand a specific approach according to the sector, and each PPP project is influenced by the 

characteristics of the sector, and the political, social, and economic conditions of the country concerned (Ngullie et 

al., 2021). The problems faced by water supply infrastructure projects are quite complex and involve many parties in 

handling them. In addition, investment in the infrastructure sector under the PPP scheme is a long-term investment 

(up to 50 years) that has a high-risk profile until the end of the concession period (Wibowo, 2016). For this reason, 

this research will identify the obstacles faced by the water supply system PPP project in Indonesia. The water supply 

system PPP projects in Indonesia that are considered successful are limited to certain projects, so this research will 

focus on water supply system implementation which is included in the National Strategic Project (PSN) with the 

initiation of business entities (unsolicited). 

 

Literature review 

 

Public-private partnership 

 

PPP is a financing scheme that has been implemented in many countries in the world. PPP is a transfer of risk 

between the public and private sectors in a complex and long-term agreement (Hatmoko & Susanti, 2017). 

Cooperation that shares risks between the government and business entities for the benefit of providing infrastructure 

with the use of business entity resources whose specifications are approved by the Minister/Head of Institution/Head 

of Region/State Owned Enterprise/Regional Owned Enterprise (Mudiparwanto & Gunawan, 2022). PPP is a 

manifestation of the New Public Management (NPM) to increase cost-effectiveness by involving the private sector as 

a government partner to build and operate projects so that cost-effective, reliable, timely services are obtained at 

agreed prices, by agreed quality standards set in the contract, and guaranteed (Rakić & Rađenovic, 2011). The PPP 

scheme is a strategy implemented by the Government of Indonesia against the challenges of high financing for the 

provision of quality services for the community (Wibowo, 2016). PPP stated in Presidential Regulation No. 38/2015 

aimed at meeting the need for the provision of quality, effective, efficient, on-target, and timely infrastructure with 

the participation of private funding. 

Based on Presidential Regulation No. 38/2015, there are two PPP project proposal schemes, namely Government 

Initiatives (Solicited) and Business Entity Initiatives (Unsolicited). The difference between the two schemes is in the 
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incentives that can be received by the business entity initiating the project. The incentives received by the project 

initiator are as follows: 

 

1) Right to Match 

In the auction process, if other bidders have better bidding proposals and after evaluation wins the bidding 

process, the Project Initiator can submit a comparative bid to adjust their proposal. 

2) Additional Points on Procurement Score 

The Project Initiator gets an additional 10% score during the proposal evaluation process. 

3) Selling the initiative to the GCA 

The GCA can purchase and own the Feasibility Study intellectual property at an agreed price from the Project 

Initiator. Then, the Project Initiator can decide whether to participate without additional incentives or not to 

participate in the bidding process. 

 

The state has an important role in maintaining the availability of water as an element of national defense because 

water is included as a strategic item. The implementation of a project under the PPP scheme is inseparable from the 

obstacles encountered at each stage of its implementation. PPP projects in the water supply sector often face risks: 

socio-political, institutional, regulatory, income, foreign exchange, administration, construction, and operations 

(Viljoen, 2019). According to Ameyaw & Chan (2015), the heaviest risk factors for water supply system PPP 

projects are poor contract design, uncertainty over water prices and tariff reviews, political interference, public 

resistance to PPPs, construction time and cost overruns, non-payment of bills, lack of PPP experience, financing 

risks, poor demand forecasts mistakes, high operational costs and conflicts between partners. However, these risks 

can be faced with mitigation prepared based on the characteristics of the project sector and considering Critical 

Success Factors (CSF) in previous PPP projects. Chou & Pramudawardhani (2015), believe that the CSF that applies 

to PPP infrastructure projects in Indonesia is related to a stable macroeconomic environment, shared responsibility 

between the public and private sectors, a transparent and efficient procurement process, a stable political and social 

environment, and prudent government control. Osei-Kyei & Chan (2015), also concluded that the development of 

PPP projects from 1990 to 2013 was influenced by the five most important factors related to adequate risk allocation, 

strong private consortia, political support, public support, and a transparent procurement system. 

 

Method 

 

This study applies a qualitative research method with a case study approach. Qualitative research takes facts based 

on detailed and in-depth observations (Kholifah & Suyadnya, 2018). Case study research captures uncontrollable 

phenomena or events by analyzing how or why they occur (Yin, 2018). This case study research explores the 

phenomenon of problems in the implementation of the water supply system PPP Project within the Ministry of X in 

Indonesia. 

This qualitative research was conducted using a semi-structured interview format, and a documentation study. 

The interview was addressed to the internal party of the Ministry of X as the Government Contracting Agency 

(GCA) for unsolicited water supply system PPP projects. Informants are addressed to individuals who have 

experience directing, assisting, and monitoring the unsolicited water supply system PPP project. Interview data 

collection was carried out using previous research instruments related to CSF as a guide to the main questions. The 

question instrument is based on previous research as in Table 1. 

 

Table 1 

Question themes related to critical success factors (CSF) 

 

Code Indication of Critical Success Factors Previous Research 

C1 Good governance/government support 

Ameyaw et al. (2017); Chou & Pramudawardhani 

(2015); Osei-Kyei & Chan (2015); Debela (2022); 

Ngullie et al. (2021) 

C2 
Well-organized and committed Government 

Committees/Bodies 

C3 
Policy and legal support for PPP in the drinking water 

sector 

C4 
A competitive, adequate, and transparent procurement 

system 

C5 Government involvement by providing guarantees, 
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Code Indication of Critical Success Factors Previous Research 

feasibility support, and land acquisition 

C6 Stable macroeconomic conditions 
Ameyaw et al. (2017); Chou & Pramudawardhani 

(2015); Osei-Kyei & Chan (2015); Debela (2022) 

C7 Public acceptance and support for the water sector 
Ameyaw et al. (2017); Chou & Pramudawardhani 

(2015); Debela (2022); Ngullie et al. (2021) 

C8 
There is a sustainable water tariff and people's purchasing 

power 

Ameyaw et al. (2017); Osei-Kyei & Chan (2015); 

Ngullie et al. (2021) 

C9 Public and private sector commitment and responsibility 
Ameyaw et al. (2017); Chou & Pramudawardhani 

(2015); Osei-Kyei & Chan (2015); Ngullie et al. (2021) 

C10 The technical and financial feasibility of the project 
Chou & Pramudawardhani (2015); Osei-Kyei & Chan 

(2015); Debela (2022); Ngullie et al. (2021) 

C11 
A well-designed PPP contract without 

irregularities/weaknesses 

Ameyaw et al. (2017); Chou & Pramudawardhani 

(2015) 

C12 
Appropriate and mutually acceptable allocation of public 

and private risks 

Chou & Pramudawardhani (2015); Osei-Kyei & Chan 

(2015); Debela (2022); Ngullie et al. (2021) 

 

Results and Discussion 

 

PPP involves various parties with different roles and functions as stated in the contract. Thus, the implementation of 

a PPP project must be supported by qualified resources. PPP needs to be implemented by the political leadership and 

public awareness of the principles of cost advantage, benefit, and risk sharing (OECD, 2012). The GCA in the 

implementation of water supply PPP infrastructure prepares a risk allocation as a reflection of the matters listed in 

the PPP Agreement. The risk allocation is prepared by taking into account the distribution of the risk burden between 

the GCA and the Special Purpose Vehicle (SPV). Risk allocation is mapped and mitigation is provided as a 

preventive measure in dealing with risks that arise. Based on risk mapping by the GCA, the water supply system PPP 

project faces risks that are divided into eleven aspects. These aspects relate to location, design, construction, test 

operation, sponsorship, finance, operations, revenue, interface, politics, force majeure, and asset ownership. The risk 

aspects discussed by the GCA are mapped out during the pre-construction, construction, and operation phases of the 

project (Johannessen et al., 2014; El-Gohary et al., 2006; Chung et al., 2009; Thyagaraju, 2016). Risks that have 

been mitigated under field conditions still hinder the implementation of the water supply system PPP project. The 

informant mentioned that the water supply system PPP Project handled by Ministry X faced problems related to the 

land provision, certainty of raw water sources, inflation problems, and regulation of drinking water rates. 

 

1) Provision of Project Land 

Based on Minister of National Development Planning Regulation No 2/2020, the PPP Project land is 

implemented by the GCA, and the land acquisition process has already begun when the project starts the 

procurement stage. The problem of providing land for the water supply system PPP project should be a risky 

responsibility for the public (government) because it can hamper project implementation (Hatmoko & Susanti, 

2017). Property rights and project site acquisition are the responsibility of the public authorities so that 

investment costs for the private sector do not increase and Value For Money (VFM) may not occur (Yescombe, 

2007). The GCA is committed to providing land for the water supply system PPP project, but it is hampered by 

administrative processes that take a long time. So, until the tendering process for the water supply system PPP 

project is completed, the process of land acquisition is still going on. Delays in providing land for the PPP project 

are the responsibility of the GCA. The delays in land acquisition cause delays in project construction which can 

result in compensation to SPV. Arrangements for land acquisition that are carried out in parallel with 

construction are a high risk which has implications for delays in the construction period so the GCA must 

consider extending the construction period (PT Penjaminan Infrastruktur Indonesia, 2022). GCA seeks to resolve 

problems in the water supply system PPP project with intense coordination with stakeholders. In addition, the 

GCA also seeks a joint decision by reimbursing SPV for financial losses by the existing PPP rules and practices. 

2) Raw Water Source 

One of the main problems faced by the water supply system PPP project in Indonesia is the problem of 

availability and management capability of raw water resources (Asian Development Bank, 2020). The raw water 

source for the case of the water supply system PPP projects is a dam that is still under construction, likewise, the 

responsibility of the Ministry of X. Delays in raw water infrastructure construction hindered the implementation 
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of the related water supply system PPP project. The informants said that the delay in the supply of raw water was 

constrained by coordination between Ministry X and external parties. The GCA faces this raw water source 

problem as a risk that has not been mapped by the GCA and SPV, so the mitigation that can be done is in the 

form of intensive coordination with related parties. The affected water supply system PPP project is currently at 

the stage of fulfilling the preliminary requirements. Barriers to raw water affect the delay in construction time and 

implementation of the water supply system PPP project. Location and permit to use raw water is one of the 

preliminary requirements. In this condition, the SPV submitted negotiations with the GCA due to the changing 

requirements of Lenders. SPV is submitting financial compensation for the delay in supplying raw water. The 

delay in the progress of this project is being monitored by the Coordinating Ministry for Maritime Affairs and 

Investment as the regulator that pointed out the monitoring team for PSN. Issues related to raw water in the water 

supply system PPP project are the responsibility of the GCA, so the GCA has the responsibility to provide 

compensation to the SPV. In facing the unpreparedness of raw water sources, GCA has a plan to solve the 

problem by finding alternative sources of raw water. If other sources of raw water cannot be studied further, the 

option to postpone the Commercial Operation Date (COD) is the GCA's choice which contains the burden of 

financial compensation for the SPV. The COD delay has an impact on water supply system construction, or if it 

does not have an impact on construction, there will be an idle water supply system infrastructure. This brought 

financial losses to SPV. GCA seeks to coordinate the acceleration of raw water supply with related parties to 

immediately obtain certainty on project completion time. 

3) Inflation 

In the water supply system PPP project, Indonesia's macroeconomic conditions affect the project's financial 

assumptions that have been prepared. The macroeconomic conditions that are considered to affect the project are 

related to inflation. The financial modifications faced by the water supply system PPP project due to delays in the 

start of construction have an impact on the financial burden borne by the SPV. The cumulative effect of inflation 

has an impact on the costs incurred on capital expenditure and operating expenditure projects so the role of public 

authorities is needed to control inflation risk exposure to the water supply system PPP project (Yescombe, 2007). 

The inflation rate is considered to have an impact on the implementation of PPP projects which reduces the 

interest of private investors, but this does not apply if the project has full guarantees and support from the 

government (Yurdakul et al., 2022). As mentioned by the Informants, the SPV is responsible for the inflation 

issue, but the GCA may also be liable for significant and unpredictable financial losses. 

4) Drinking Water Tariff Setting 

Policies and legal regulations related to PPP that are implemented in Indonesia in the current conditions are still 

constrained by gradual changes and adjustments to regulations. This has had an impact on PPP projects that have 

experienced implementation progress in the range of years of transition to changes in legal policy. One of the 

risks that must be borne and corrected by the Central and Regional Governments relates to the legal basis as a 

reference for project preparation and implementation (Hatmoko & Susanti, 2017). Until now, drinking water 

tariffs do not have standard rules that regulate the maximum or minimum limits for regulating water supply 

operations in Indonesia. Municipal waterworks in Indonesia face difficulties due to low tariffs and obstacles to 

increasing tariffs due to the tiered local government bureaucratic system (Asian Development Bank, 2020). One 

of the occupied talks in the Drinking Water Supply Agreement that affects how readily projects are implemented 

in Indonesia is the variety of nominal rates in water supply system PPP projects. Inconsistencies in pricing 

systems, lack of options for private infrastructure ownership, and misdirection as a result of inadequate 

government restrictions can all undermine PPP governance performance (Mouraviev & Kakabadse, 2015). The 

issue of water tariffs can be mitigated in the Cooperation Agreement, as well as mitigated by regulations related 

to tariff mechanisms and their adjustments (PT Penjaminan Infrastruktur Indonesia, 2022). To ensure stability 

and attract and retain investors, national and local authorities must adopt a clear strategic approach for the water 

sector to address these issues (Lima et al., 2021). This problem needs to be the concern of the Central and 

Regional Governments so that the diversity of tariffs does not create disparities for the community as users of 

water supply system services. 

5) Downstream Infrastructure Development 

In 2019, the world experienced a disaster in the form of the Corona Virus pandemic (COVID-19). This condition 

closes all access to direct meetings for citizens of the world. The impact of economic and social losses is also felt 

in Indonesia. In the implementation of the water supply system PPP project, there are problems related to 

downstream infrastructure development. The downstream development infrastructure that connects the water 

supply system to customers is part of the investment development that is avoided by private sector partners 

(Asian Development Bank, 2020). The COVID-19 pandemic has had a financial impact on the project, namely on 
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the downstream development side. The water supply system PPP project in this case has the scope of 

development on the upstream side only, for the downstream side it is the responsibility of the local Government. 

Inappropriate upstream-downstream business plans are risks that can be mitigated by coordinating, maintaining 

shared commitments, and monitoring periodically (PT Penjaminan Infrastruktur Indonesia, 2022). Municipal 

waterworks as distributors of buying and selling drinking water are companies whose bureaucracy is strongly 

influenced by the local Government (Asian Development Bank, 2020). This influence causes municipal 

waterworks to not be free to plan investments in the future. Under these conditions, municipal waterworks do not 

have the power to regulate downstream financing and it is exacerbated by the COVID-19 condition which limits 

the movement of the local government budget because it is not a priority for the local Government's main 

handling. Ultimately it has an impact on project implementation delays due to disrupted downstream 

development financing. The Ministry of X is continuing to work on a project to synchronize upstream-

downstream water supply by incorporating many GCAs, known as the Source to Tap concept. The GCA on the 

upstream-downstream water supply system PPP concept is not only limited to the Central Government but also 

involves Regional/Local Governments. A Memorandum of Understanding and Integration Agreement will serve 

as the legal foundation for implementing the Upstream-Downstream Water Supply System PPP project (Daniel et 

al., 2023; Ameyaw & Chan, 2015; Grimsey & Lewis, 2002; Eljawati et al., 2022). The partnership agreement was 

created to prevent future upstream-downstream issues in the water supply system PPP project. On other concerns, 

the principal obstacle that is projected to occur in this notion is connected to the cooperation of all parties. 

 

Application of critical success factors to accelerate project implementation 

 

1) Good governance/government support 

The complexity of the parties involved in the water supply system PPP Project causes governance problems that 

tend to be bad with poor management capacity that hinders the implementation of the PPP Agreement (Asian 

Development Bank, 2020). The involvement of many parties has caused obstacles to the water supply system 

PPP project related to administrative matters. Based on the project structure, the governance involved in the 

project has involved agencies according to their duties and functions. The agencies involved are quite diverse, 

this proves the complexity of the project on the government's side as the party responsible for the project. The 

involvement of various parties has been included in the project structure in the Preliminary Study document. The 

involvement of many parties in the PPP project is a challenge for all parties to maintain their commitment. The 

management of the water supply system PPP project is considered good enough. Every problem encountered 

undergoes discussion between parties to obtain a mutual agreement. 

2) Policy and legal support for PPP in the water sector 

PPP projects in Indonesia are carried out by involving Ministries and Institutions as regulators of legal policies. 

Regulations and policies that apply in Indonesia already exist, are in effect, and are complied with, but these 

regulations need to be readjusted because each PPP project has different characteristics and risks. In addition, 

sector characteristics greatly affect PPP project risk. Currently, the Government of Indonesia has implemented 

Presidential Regulation No. 38/2015 which regulates the mechanism for implementing PPPs in Indonesia. 

Sectoral regulations related to drinking water, the Government of Indonesia has implemented Presidential 

Regulation No. 121/2015 concerning Water Resources and No. 122/2015 concerning Drinking Water Supply 

Systems. These regulations serve as a reference for water supply system implementation, both PPP and non-PPP. 

As the implementation of the water supply system in Indonesia develops, related regulations will be updated to 

adapt to the latest conditions and risks. Transparency, efficiency, and effectiveness of the PPP business entity 

procurement mechanism have also been regulated in Regulation of The National Public Procurement Agency No. 

19/2015 and No. 29/2018. 

3) Public acceptance and support for the water sector 

In its implementation, the water supply system PPP project did not encounter any obstacles related to public 

rejection. One of the stages in implementing a PPP project refers to Minister of National Development Planning 

Regulation No 2/2020, namely Public Consultation. This activity has assured that the water supply system PPP 

Project has been implemented with the support of the surrounding community. In addition, the water supply 

system PPP Project Initiative Business Entity has conducted a Real Demand Survey as stated in the Preliminary 

Study document. This illustrates the demand for community water supply that can be met through the 

construction of water supply system infrastructure. 
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4) Commitment and availability of public and private sector experience 

The commitment of the GCA and SPV is not a problem for the water supply system PPP project implementation. 

The PPP agreement has bound the rights and responsibilities of the GCA and SPV in implementing the SPAM 

PPP project. Violation of the PPP Agreement carries a penalty for SPV and GCA. To strengthen the commitment 

of the GCA and SPV, a Control and Monitoring Team was formed from parties related to the project. The duties 

and functions of establishing the Control and Monitoring Team refer to Minister of National Development 

Planning Regulation No 2/2020. 

5) A competitive, adequate, and transparent procurement system 

The water supply system PPP project, the initiation of the tender process business entity refers to Regulation of 

The National Public Procurement Agency No. 19/2015. The bidding process for the water supply system PPP 

project is considered competitive, transparent, and adequate because it refers to applicable regulations and 

provides an opportunity for bidders to be able to clarify matters related to project tenders. The Auction 

Committee is also fully committed to maintaining neutrality and confidentiality during the auction process. A 

procurement system that is already transparent, adequate and competitive still has challenges in the future related 

to the dissemination of information to wider media and covers an international scale. This is due to the limited 

capital of business entities in Indonesia while the project investment value is very large. In addition, ownership of 

more effective, efficient, and economical water supply technology is still owned by foreign parties. The challenge 

for the government to be able to form an advertising medium to offer PPP projects is not limited to water supply 

sector projects that can be easily accessed by foreign investors (Wibowo & Mohamed, 2010; Maryati et al., 2022; 

Al Djono & Daniel, 2022). 

 

Limitations 

 

This research still has many shortcomings, which are expected to be input for further research. This research faced 

the limitations of informants who allowed them to be involved in this research. As a result, the perspective of the 

problem in this research is limited only to the Central Government. In addition, this research is limited to case studies 

of water supply system PPP projects of the Business Entity Initiative type so certain obstacles cannot be 

accommodated in this research. The data used in this study are also limited to certain documents, while many other 

supporting documents cannot be studied in more depth. In addition, the informants involved in the water supply 

system PPP projects are very diverse so further research might have depth information on water supply system PPP 

projects from other agencies/institution informants. 

 

Conclusion 

 

The water supply system infrastructure is one of the defense infrastructures of a country. Water is a product of all 

human needs, the quality of the water affects the condition of the people of a country. The Indonesian government in 

providing quality drinking water services faces the challenge of limited infrastructure funding with the state budget. 

For this reason, the PPP scheme was developed in Indonesia and applied to important sectors for the sustainability of 

Indonesia's infrastructure development. The water supply system PPP project is complex and vulnerable to the 

influence of various parties. This study describes the obstacles to the water supply system PPP project on a regional 

scale, namely the water supply system Initiated Business Entity (Unsolicited) project study. The obstacle that is still 

being faced by the unsolicited water supply system PPP Project is related to time. The joint commitment to 

accelerate the implementation of the water supply system PPP project is a mitigation strategy that continues to be 

pursued. Problems related to land acquisition and raw water sources are the result of the time target not being 

fulfilled, in other words, exceeding the target time available. Consequently, delay compensation is the best option for 

now. 

The second problem is related to the availability of raw water infrastructure, which is one of the water supply 

system's operating capital. The source of raw water in the case study water supply system project is still experiencing 

problems with construction completion which is hampered due to problems caused by parties outside the GCA. The 

fourth problem is tariffs. This is a joint problem for the Central and Regional/Local Governments. Water tariffs are 

directed to standardize so that there are no tariff gaps that lead to losses for the community. The last problem is 

related to uncharted risks. The existence of extraordinary conditions, COVID-19 has resulted in financial losses for 

all infrastructure projects. In this case study, the water supply system PPP project experienced an impact on 

downstream infrastructure readiness. The pandemic has resulted in limited use of the local budget as capital for 

downstream infrastructure development. For this reason, with world economic conditions that have improved in 
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2023, the financial conditions associated with the water supply system PPP Project are also getting stronger. Support 

and commitment from the Central and Regional/Local governments are needed to accelerate the implementation of 

the water supply system  PPP project. In the implementation of the water supply system PPP project, there are still 

risks that have not been mapped and mitigated at the project preparation stage. There needs to be coordination 

between parties to immediately mitigate these risks. The intended risk mitigation includes the application of the party 

that bears the risk allocation. So that if a condition occurs beyond the control of the parties, the owner of the loss 

and/or profit from the risk can be found. 
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