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Abstract: The availability payment scheme (AP) is one of the investment return models for a business entity in a Public-Private Partnership (PPP) scheme 
for infrastructure provision. This study aims to analyze the critical success factors implementation of availability payment in the Palapa Ring Western 
Package PPP Project from the various perspectives, namely (1) the government contracting agency (GCA); (2) the business entity; and (3) the other 
relevant stakeholders. This project is the first PPP project to successfully implement AP in Indonesia. The methodology used in this study is a qualitative 
method through several in-depth interviews with 10 (ten) entities involved in the project and 3 (three) PPP experts. The study finds 5 (five) key success 
factors that most determine the overall success of the AP implementation, i.e. the commitment of the GCA, the coordination between stakeholders, the 
existence of guarantees, the GCA’s ability to pay AP, and the GCA institutional form as the Public Service Body. Knowledge of these factors is expected 
to be used to improve relevant policies related to the infrastructure provision through PPPs. 
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INTRODUCTION 
Infrastructure has an important role in economic growth 
(Wibowo, 2014). To maintain this momentum of economic 
growth, Indonesia continues to encourage the development 
of related infrastructure projects. This can be seen in part 
from the increased budget allocation for infrastructure. The 
budget allocation for  infrastructure  in 2018 has increased  
to IDR  410.7trillion from 2017 which was IDR 387.7 trillion. 
The consistency of the government's commitment to 
infrastructure development has placed Indonesia at 36th 
with a value of 4.5 in 2017 in the Global Competitiveness 
Index ranking (WEF, 2017). To meet the target 
infrastructure needs, Indonesia cannot only depend on the 
state budget. Based on the projections of the National 
Development Planning Agency (Bappenas), for the period 
2015-2019, Indonesia requires a total infrastructure 
investment of Rp 4,769.2 trillion. Of this total, the total 
central government budget and local governments budget 
are estimated to only be able to finance less than half of it 
(around 41.25%). Indonesia needs alternative sources of 
infrastructure financing apart from the government. Funding 
around 58.75% is expected to be fulfilled, among others, 
from the participation of State-Owned Enterprises and the 
private sectors through the Public Private Partnership 
scheme (Suhendra, 2017). In the PPP scheme there is one 
investment return scheme to attract the private sector, 
namely availability payment (AP). AP is a periodic payment, 
made by the party in charge of a joint project (i.e. 
government contracting agency/GCA) during the period of 
the PPP contract, in response to the provision of 
infrastructure services made by the business entity or 
concessionaire. If this effort meets the specified standards, 
then payment is made.  
 
 
 
 
 
 
 
 
 

The determination of relevant performance standards can 
be identified as part of a performance management system 
that is identified on a contract basis. These standards are 
based on key performance indicators (Lawther & Martin, 
2014). There are 2 (two) government payment mechanisms 
for the Road Design-build-finance-operate PPP Project, 
depending on how the demand risk is, that is, the number 
of vehicles using the road, is managed. Under the shadow 
toll payment mechanism, the demand risk must be 
transferred to the business entity because the GCA makes 
payments directly to the concessionaire based on the 
volume of traffic using the road. Under the payment 
mechanism for service availability, the risk of demand 
remains with the GCA and the concessionaire business 
entity is paid to make the road available for public use. 
Contracts agreed in both mechanisms can have additional 
components, for example, shadow toll contracts often have 
penalty elements for substandard performance, while 
service availability payment mechanisms can include 
incentives based on traffic volume (Acerete, Gasca, & 
Stafford, 2019). The Palapa Ring Western Package PPP 
Project is the first PPP to implement a service availability 
payment scheme or called availability payment (AP) in 
Indonesia. The project, which began operating  in March  
2018,  is part of the  Palapa Ring  Broadband  Project.  The 
Palapa Ring Broadband project is a fiber optic network 
development project in 57 districts / cities which are remote 
areas with difficult geographic contours and relatively small 
potential users so as to create the backbone of the national 
telecommunications system that covers all 514 districts / 
cities. The total cost of the Palapa Ring Western Package 
Package PPP Project is around IDR 1.28 trillion and will go 
through five cities / regencies. The West Package Project 
will cover the Riau and Riau Islands (up to Natuna islands) 
with a total fiber optic cable length of around 2,000 km. The 
Palapa Ring project was built in addition to equitable 
distribution and access to information technology services 
for the national security, it is also expected to spur the 
nation’s economic growth. Considering the potential wider 
application of the AP scheme in the provision of Indonesian 
infrastructure, this study will identify the key determinants 
of the success of the Palapa Ring Western Package PPP 
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Project in implementing AP. The identification of these 
factors is expected to provide the right direction for better 
improvement in the future AP scheme implementation. 
 

LITERATURE STUDY 
The government is recommended to prepare a national 
infrastructure plan that optimizes the infrastructure 
investment portfolio. This optimization can help 
governments identify inter- sectoral relations, decide which 
project "quick wins" are priorities, and clearly see 
opportunities for providing user pay infrastructure. The key 
steps in national infrastructure planning are: (1) 
understanding the current infrastructure situation; (2) 
formulating long-term vision and medium-term goals; (3) 
prepare a list of infrastructure deficiencies and identify 
potential solutions to overcome these deficiencies; (4) 
decides potential solutions that have the best impact on 
economic growth, taking into account social and 
environmental issues; (5) decides who will pay for the user-
infrastructure or taxpayer; (6) finalize project priorities based 
on the country's financial capacity; and (7) implementing 
plans-issuing and marketing plans, ensuring necessary 
policy changes are implemented, and for certain projects, 
finalizing the project preparation process in detail so that 
credit-worthy projects can be auctioned (World Economic 
Forum, 2012). One of the most challenging things in public-
private partnerships in infrastructure provision is the 
effectiveness of project preparation and project structuring 
to be credit worthy. Institutional investors will look for long-
term infrastructure investment opportunities, but many 
project plans are not continued. The reason for this paradox 
is the gap in project preparation. Many projects are not well 
prepared, do not deserve credit where investors do not get 
adequate confidence in commercial and technical 
feasibility, risk allocation, commitment and capacity of the 
GCA, as well as institutional and legal frameworks. 
Furthermore, community acceptance of PPP projects can 
be encouraged through more effective communication of 
PPP benefits and the relevance of PPP to social and 
economic development and the introduction of positive 
elements that accompany project implementation (World 
Economic Forum, 2013). One payment option than can 
attract potential investors in PPP is the availability payment 
(AP) mechanism. In this mechanism, the concession period 
and payment for service availability are important 
parameters. There exists a hybrid model that allows the 
public sector to set limits on payment for service availability 
and length of time of concessions that can be used as a 
reference in competitive auctions of business entities 
(Wang, Love, & Davis, 2012).The PPP service payment 
payment (PPP AP) model has continued to be used in 
infrastructure financing both in developed and developing 
countries. A financial model is developed to assess the 
financial feasibility of a PPP project in payment for service 
availability. This model can be used to conduct a financial 
feasibility sensitivity analysis of a proposed PPP AP project 
(Mladenovic, 2014). The public sector bears 100% of the 
demand risk in AP scheme, the public sector will be highly 
dependent on the performance management system based 
on achieving key performance indicators (KPIs) to ensure 
that private partners provide optimal performance during 
operation and maintenance of infrastructure. However, 
many performance management systems do not have a 

match between KPIs with social and public sector goals and 
project objectives. Furthermore, the selected KPIs and 
related standards are very easy to fulfill or even 
inappropriate to use (Lawther & Martin, 2014). The 
government must create a conducive environment for 
implementing PPP in providing infrastructure. In the 
Indonesian context, several areas of commitment have been 
identified that need improvement: policy sustainability, 
financial transparency and corruption eradication (Wibowo 
& Alfen, 2014). The government plays an important role in 
the success of infrastructure development with the PPP 
scheme. Government contributions begin with creating a 
conducive investment climate and appropriately preparing 
projects to attract private sector investment. There are 5 
(five) most important  factors  related  to  this,  namely  an  
adequate  legal  basis,  irrevocable  contracts,measurable 
and reasonable risk sharing, clear coordination 
mechanisms, and strong political support  (Wibowo & Alfen, 
2015). In toll road sector, the shadow toll PPP PPP 
mechanism and service availability tend to be more 
economically successful than the user pay mechanism. In 
addition, payment for service availability should be 
considered as the best choice each time a PPP project will 
be implemented, given the possibility of higher economic 
success (Garrido Maza, 2016). Payment is made by the 
government for the use of infrastructure. Although payment 
mechanisms based on service availability are typical of 
social infrastructure, where the main user is public authority 
(as in the case of hospitals), this mechanism is increasingly 
being used also for economic infrastructure, such as in the 
transportation sector in Canada and in the United States 
after the failure of 5 out of 12 regular PPP projects. 
Payment for service availability neutralizes the demand risk, 
while ensuring that the risks associated with providing 
infrastructure for use at agreed standards are managed by 
business entities or private operators. In this case, only 
technical risk is transferred to the business entity, with a 
positive effect on project bankability, due to lower interest 
rates on debt and more convenient terms (Vecchi, 
Hellowell, della Croce, & Gatti, 2017). One research related 
transport sector shows the final list of seven studies of the 
following projects: Presidio Parkway in California, I-595 
Managed Lanes in Florida, Port of Miami Tunnel in Florida, 
I-4 Ultimate in Florida, Brent Spence Bridge in Ohio, I - 64 
The Track is Managed in Virginia, and the I-85 Renewal 
Project in Virginia. Although not intended, the Value for 
Money (VfM) study selected all of the so-called "PPP 
winning states" (i.e. the states most experienced with PPP 
projects in both scale and scope). Also, all selected studies 
find that the PPP approach with design-build-finance-
operate-maintenance (DBFOM) plus availability payment 
mechanisms provides the highest value for money (or a 
higher percentage of savings compared to the public sector 
comparison model) (Kweun, Wheeler, & Gifford, 2018). 
Furthermore, comparing the central government budget 
scheme, the user paying PPP and the service availability 
PPP in financing the Palapa Ring Western Package PPP 
Project as case study, it is found that the PPP scheme for the 
availability of services is the most suitable scheme used for 
projects that are commercially marginal and have a high 
demand risk such as the Palapa Ring Western Package 
PPP Project (Surachman & Setiawan, 2017).In the 
Indonesian context, the new AP scheme was introduced in 
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2015 based on Presidential Regulation No. 38 of 2015 
concerning Government Cooperation with Business 
Entities in theProvision of Infrastructure. Then the AP 
mechanism is further regulated in Minister of Finance 
Regulation (PMK) Number 190 / PMK.08 / 2015 concerning 
Payment of Service Availability in the framework of 
Government Cooperation with Business Entities in 
Providing Infrastructure as amended lastly by PMK Number 
260 / PMK.08 / 2016 concerning Procedures for Payment of 
Service Availability on the Government Cooperation Project 
with Business Entities in the context of Provision of 
Infrastructure. AP definition based on PMK is a periodic 
payment by the Minister/ Head of Institution/Regional Head 
to the Implementing Business Entity for the availability of 
Infrastructure services that are in accordance with the 
quality and/or criteria as specified in the PPP Agreement. 
 

METHOD 
To identify the determinants of successful AP 
implementation, a series of in-depth interviews were 

conducted with 10 (ten) representatives of relevant 
agencies and 3 (three) PPP experts. The informants 
consisted of representatives of the Ministry of 
Communication and Information as the Government 
Contracting Agency (GCA); DJA (in charge for budgeting), 
DJPPR (in charge for PPP supports), Bappenas (in charge 
for national planning), Ministry of Economic Affairs (in 
charge for national coordination), and KPPIP (in charge for 
national infrastructure debottlenecking) representatives as 
the non-GCA government agencies supporting the PPP 
project; PT Palapa Ring Barat as the business entity; Bank 
Mandiri as the bank that provides loans for the project; PT 
Penjaminan Infrastruktur Indonesia as the executor of the 
guarantee on infrastructure projects, PT Sarana Multi 
Infrastruktur as the GCA counterpart in project preparation; 
and PPP Experts Mr. A, Mr. B, as well as Mr. E. The semi-
structured interviews were conducted to get more 
perspectives from the informants using the guidance that is 
built based on previous studies as follows: 

 

Table 1. 
Interview Guidance 

 

Government Contracting Agency (GCA) Factors 

 
1. Does the GCA have sufficient understanding and knowledge of the PPP scheme in general and the AP 

scheme in particular before deciding on an election? How to get enough understanding and knowledge? 

2. How is the Minister's support for the West Palapa Ring Package PPP Project? How is his support for AP 

implementation? 
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3. How does the GCA prepare the technical PPP that will be directly involved in the project? What is the division of tasks 
and responsibilities of people related to the PPP project? What is the competence of the technical team? 

4. Does the form of Public Servive Body as a GCA have an added value in implementing AP? 

Project Factors 
 

1. What is the purpose of applying AP to the West Palapa Ring Package Project? What is the role of 
VfM in implementing the objectives of AP implementation? 

2. What are GCA's considerations in choosing an AP scheme? What limitations are there in the GCA? 
What quality is expected? 

3. Does the GCA identify sources of funding for AP payments? What are the considerations in 
choosing alternative funding sources? 

4. How to assess the ability of funding sources for AP payments? How to build AP payment 
commitments? 

 

5. Is the identification of infrastructure risks in project planning adequate? What is the reference? How 
does the GCA allocate project risk? 

6. How does the GCA assess the social and economic benefits of the West Palapa Ring Package 
Project? 

Scheme Factors 
 

1. How is the output / quality of service determined by the community? What are the considerations in 
determining service quality? Are there any comparisons used? 

2. Have performance indicators been measured? What are the considerations for determining 
performance indicators? Are there any comparisons used? 

3. Has the monitoring system for performance indicators been effective? 
 

4. Has the risk of requests allocated to the GCA been adequately mitigated? 
 

5. How does the GCA identify the financial feasibility of the PPP project? Are IRR and ROE 
considerations a key factor in determining financial feasibility? 

6. Does the GCA test the financial feasibility through early and continuous assessment of market 
interest at the next stages? 

7. What is the financial analysis for AP payments? What are the considerations in preparing the AP 
payment calculation formula? 

8. Is the design and duration of the concession a consideration of the GCA in the application of AP? 

Other Support Factors 
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1. Has the GCA previously communicated with the community? What is the urgency of community 
acceptance? What is the most effective form of community engagement? 

2. What are the legal aspects of the Palapa Ring PPP Project? What is the most crucial part in the 
success of a PPP? 

3. Does the winning Business Entity have a competitive advantage in the telecommunications sector, 
for example access to local funding sources or local labor? 

4. Do business entities and investors have long-term financial support for PPP projects? How big is the 
role of implementing AP in the ease of funding? 

5. How to communicate with other stakeholders? does it affect the success of the project? And how is 
the coordination between stakeholders involved in implementing AP? Is this arranged with a clear 
time period? 

Business Entity Factors 
 

1. Does the Business Entity have prior understanding and knowledge in the cooperated infrastructure 
sector? Where did you get this information? Is it from previous experience or getting information from 
GCA? Judging from the experience, what is the ideal form of investor understanding of the 
infrastructure sector? 

2. What makes Business Entities interested in Palapa Ring Barat? Is there a competitive bidding with 
AP implementation? 

3. What are the advantages of PPP with an AP scheme in terms of business entities? Is this an important 
consideration for business entities? 

Source: produced based on previous studies 
 

RESULT AND DISCUSSION 
Using the interpretive approach, the verbatim interview 
results were then processed using Nvivo10 to be reduced 
and organized based on certain themes explained by the 
informants. From the results of the coding, 26 nodes were 

identified as the critical success factors for AP 
implementation in the Palapa Ring Western Package PPP 
Project in the following. 

 
Table 2. 

Description of the Success Factors of AP Scheme Implementation Palapa Ring Western Package PPP Project 
 

No. Success Factor Description 

1 Competitive Bidding There is a competitive and transparent tender process 

2 Government Guarantees There is a guarantee carried out by IIGFI which covers political risks for 
PPP projects 
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3 Form of Public Service Body Advantages of the public service body form of Government Contracting 
Agency (GCA) as payer for AP 

4 Non-GCA Support Supports from the non-GCA which include the central government and 
regional governments related to PPP projects 

5 Risk Identification and 
Allocation 

Identification of risks related to PPP projects and their allocation to the 
GCA and/or business entity 

6 Financial Feasibility The feasibility of the PPP project from a financial aspect for those received 
by the market 

7 Financial Capacity of Business 
Entity 

Financial capability of a business entity to be involved in PPP Project 

8 GCA Fiscal Capacity GCA payment ability to pay AP until the end of the concession period 

9 Ease of Bank Funding Ease of a business entity in obtaining funding from banks 

10 Compliance and Legality Compliance with applicable regulations and the availability of legal 
protection 

 
11 

 
GCA Commitment 

The GCA (Minister of Communication and Information Technology) 
consistency and leadership to promptly run the project 

12 Commitment to Transparency Commitment to organize project transparently, in accordance with the rules 
and do not commit to fraud 

13 Technical Competency Team of 
Business Entity 

Technical ability and experiences from business entity to work on relevant 
projects 

14 Technical Competency Team of 
GCA 

A team with sufficient capacity and high willingness to carry out projects 
on day to day basis 

15 Consultants Assisting GCA Technical competence and experiences of consultants who assist GCA 

16 Contracts with Revenue 
Incentive Arrangement 

Cooperation agreement which accommodates incentives for business 
entities whose performance exceeds the target 

 
17 

Coordination among 
Stakeholders 

Intensive communication between the GCA, non-GCA institutions, 
investors, lenders, consultants, and other related stakeholders to the PPP 
project 

18 Concession Period Time period of concessions agreed in the contract 
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19 Investor Interests Investor's willingness to join the PPP project 

20 Optimization of Value for 
Money 

Appropriate calculation of the value of the budget use by the GCA 

 
21 

 
Business Entity Understanding 

The business entities’s understanding on PPPs, AP schemes, collaborated 
projects, and relevant consequences from decision making related to the 
project 

 
22 

 
GCA Understanding 

GCA knowledge on PPP, AP schemes, collaborated projects, and the 
relevant consequences of decision making related to the project 

23 Community Acceptance Community's willingness to support the implementation of the PPP project 
in accordance with the role required 

24 Performance Measurement Clarity and measurability of performance/service quality of the project as 
well as SLA calculations 

25 Project Planning Maturity of the project plan which includes maturity needs analysis and 
planning readiness made by the GCA 

26 Feasibility Study The quality of the initial and final feasibility studies that provide a powerful 
and clear overview of for business entities 

Source: produced based on interview results 
 
In order to determine the 5 (five) major factors that most influence the successful implementation of the AP scheme in the 
Palapa Ring Paket Barat Western PPP Project, then a reference is made to recapitulate each factor. The recapitulation produces 
the following picture. The number of references shows the number / quantity of the critical success factors mentioned by the 
informants. 
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Picture 1. 
 

Recapitulation of The Key Success Factors of AP Implementation in the Palapa Ring Western Package PPP Project 
 
1. GCA Commitment 
Based on the results of interviews with informants, the 
GCA commitment is the most decisive factor in the 
successful implementation of AP in the West Palapa Ring 
Package PPP Project. Factors related to GCA 
commitment appeared 51 times. As explained by an 
informant from PT PII, commitment is the best capital in 
carrying out PPP. This is in line with the explanation of 
Wibowo and Alfen (2015) that leadership support is 
needed when the PPP project goes through many 
challenges and requires relevant direction or approval. 
The informants explained that the GCA's commitment 
could be in the form of consistent support in the form of 
statements, policies and actions. This commitment is 
manifested in, among others, in the ability to coordinate 
and provide clear direction to all relevant subordinates, 
involvement in strategic activities, monitoring of the 
timeline, role as a problem solver if there are problems. 
2. Government Guarantees 
Furthermore, another factor that determines the success 
of implementing AP is the existence of government 
guarantees. The existence of government guarantees is a 
factor of concern to the majority of informants, especially 
the private sector, there are 31 statements of informants 
relating to this guarantee. Guarantees have a major 
influence in increasing investor attractiveness and 
banking convenience as conveyed by PT PRB, Bank 
Mandiri, PT PII,    PT 
SMI, and the PPP experts. In the research of Osei-Kyei 
and Chan (2013) confirmed that this factor is also a 
concern of researchers from several countries. 
The GCA and some non-GCA government informants 
added that guarantees can provide certainty of return on 
investment forinvestors and lenders related. Moreover, 
with a fairly long concession period of 15 years, then 
business entities need to get guarantees from political risks 
and the risk of failure to pay the GCA. 
3. Coordination among Stakeholders 
Coordination between stakeholders is no less important 
than the existence of guarantees. Based on the results of 
the interviews, all informants agreed that coordination  

 
between stakeholders was a factor that had to be in place 
to obtain successful AP implementation. Statements 
relating to coordination between stakeholders appeared 31 
times. Communication is an important factor because 
every PPP project will involve many stakeholders. These 
results are in line with the research of Osei-Kyei and Chan 
(2013) which cites that Li et al. stated that communication 
between stakeholders is very important in a PPP project. 
The informant who was directly involved with the project 
at that time considered that communication and 
coordination among stakeholders of the Palapa Ring 
Paket Barat had been well established. Coordination with 
stakeholders is carried out routinely for a minimum of three 
or six months with a good mechanism. This then builds 
commitment among stakeholders to complete the project 
properly. 
4. GCA Fiscal Capacity 
The next factor is the ability to pay the AP by the GCA. This 
was highlighted by private sector informants, so that 
factors related to the ability to pay AP appeared as many 
as 30 frequencies in the interview. In the context of 
applying the AP scheme, potential investors will conduct a 
fiscal capacity analysis related to the ability to pay in the 
long term. Informants from the private sector confirmed that 
they had carried out due diligence and provided a good 
assessment of the GCA's ability to meet the obligation to 
pay the AP until the end of the concession period. In line 
with the private sector, GCA stated that they have 
conducted a study of AP payment sources that use USO 
funds with adequate calculations. Some non-GCA 
government informants and experts support the GCA's 
statement that the GCA has taken the right steps in 
determining the source of payment, plus the Minister's 
decision to issue an AP payment commitment letter 
through BP3TI which adds to the confidence of investors 
and banks involved in the Palapa Ring Paket Barat 
Western PPP Project. . 
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5. Form of Public Service Body 
The form of Public Service Body (BLU) is the next concern 
by informants, especially GCA, experts, and some non-
GCA governments. The informant stated 23 times related 
to the form of BLU as AP payer. The form of BLU is different 
from the government conventional unit in terms of the 
financial management flexibility as highlighted by the 
majority informants. The difference is seen as a positive 
thing that supports the success of AP implementation, 
because GCA has the flexibility in managing Universal 
Service Obligation (USO) funds that they have collected to 
be used directly as a source of AP funding. The form of BLU 
also allows funds to be more predictable both by the GCA 
and business entities. 
 

CONCLUSION, LIMITATIONS, AND 
CONTRIBUTIONS 
Based on the analysis of the determinants of success, the 
informants saw that GCA's commitment was the most 
important determining factor. Then followed by coordination 
between stakeholders and government guarantees in the 
second and third order where both factors come from 
external GCA. The next two factors come from the internal 
GCA namely the ability to pay the AP by the GCA and the 
form of BLU. It can be seen that three of the five main factors 
are internal to the GCA, so it can be concluded that the GCA 
has a very significant role in determining the successful 
implementation of the AP on the Palapa Ring Western 
Package. A GCA that initiates the PPP project with the AP 
scheme, needs to give more focus to the main factors in 
determining the successful implementation of the AP. 
Internally, the GCA needs to build a strong commitment as 
important capital in carrying out PPP projects. Then as a 
further consideration, the GCA needs to prepare the fiscal 
ability to pay the AP commitments until the end of the 
concession period. This payment capability can be 
supported by the formation of BLU as AP payers and 
government guarantees for PPP projects. Coordination 
between stakeholders also needs to be built and managed 
properly, given the PPP Project involves many parties. 
Furthermore, related to the application of the AP scheme, 
the GCA and the Ministry of Finance need to build solid 
coordination. In addition, the parties involved in the PPP 
project are expected to be committed in supporting the 
GCA. In addition to support related to the authority of each 
party, it is important to provide relevant capacity building to 
the GCA related to good experiences in the implementation 
of PPP in the field. This research focuses more on the 
analysis of the key success factors for implementing AP 
until the project phase obtains funding only. Research on 
the effectiveness of AP implementation at a later stage 
(operation) needs to be carried out as well to get a 
comprehensive picture of the key factors for successful AP 
implementation. 
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