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Abstract. The objective of this research is to analyze the determining factors of
the implementation success of the Port Public-Private Partnership (PPP) policy in
Indonesia. Improving the performance of the Port PPP policy implementation will
overcome the government financing deficit and have a positive impact on the
availability of port infrastructure, which plays a decisive role in supporting the
economic development of a country. Data collection using questionnaire survey
from stakeholders consisting of government, business entities, academics and ex-
perts. Data analysis using a quantitative method PLS-SEM approach. The results
prove that Project Factors (Legal, Technical and Commercial Dimensions) and
Strategic Environmental Factor (Economic, Political and Social Dimensions) in-
fluence, while Institutional Factor (Government and Business Entity Dimensions)
insignificant influences on the implementation success of the Port PPP policy in
Indonesia. However, Institutional Factor (Government Dimension) plays a deci-
sive role in preparing Project Factor and formulating anticipation for Strategic
Environmental Factor. Institutional Factor (Business Entity Dimension) also
plays an important role as Government partners in the PPP scheme. The policy
implication of this finding is that adaptive and flexible regulations must be main-
tained in order to increase private participation in Port PPP projects in Indonesia.
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1 INTRODUCTION

Transportation infrastructure development, including ports, plays an important role in
supporting a country's economic development as measured by Gross Domestic Product
(GDP), which is largely determined by the use of production factors of labor, capital,
natural resource goods, technology level, and social conditions in the country con-
cerned (Suparmoko, M. & Sofilda, E., 2020). In general, there is a positive correlation
between the quantity and quality of factors of production and GDP. One of the vital
capital factors is infrastructure. Therefore, to accelerate sustainable economic growth,
it is necessary to provide adequate infrastructure. According to Mankiw G.N. (2003),
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in economics, the meaning of infrastructure is a form of public capital consisting of
ports, airports, roads, bridges, sewer systems, and others, as investments made by the
government. The World Bank (1994) classifies infrastructure into 3 (three) groups,
namely economic, social and administrative infrastructure.

The main issue of transportation infrastructure financing of the Ministry of Trans-
portation is related to the existence of a national infrastructure financing deficit. Refer-
ring to Presidential Regulation of the Republic of Indonesia No 18 of 2020 (Perpres
18/2020) concerning the National Medium-Term Development Plan for 2020-2024
(RJPMN 2020-2024), infrastructure investment requirements amounted to Rp. 6,445
trillion, 37% from the State Budget, the rest is expected from State-Owned Enterprises
by 21% and the private sector by 42%. The deficit in transportation infrastructure fi-
nancing is reflected in the amount of the Ministry of Transportation's budget funding
gap in 2018 - 2023 ranging from Rp. 39.4 trillion to Rp. 62.5 trillion per year. To over-
come this, the Ministry of Transportation is implementing creative blended financing
through Public-Private Partnership (PPP).

According to Presidential Regulation of the Republic of Indonesia No 38 of 2015
(Perpres 38/2015), PPP is a collaboration between the government (public sector) and
business entities (private sector) in the provision of infrastructure and/or services for
the public interest with reference to specifications previously set by the government,
which partly or wholly uses the resources of business entities with due regard to risk
sharing between the parties. Correspondingly, based on the World Bank's 2017 PPP
Reference Guide, PPP is a long-term contract between the government (public sector)
and business entities (private sector) to provide public infrastructure / services in which
the private sector bears most of the risks and responsibilities, and also its business rev-
enues are linked to performance.

PPP itself as a policy is not new to Indonesia. Formally, the PPP policy has been
initiated since 1998 with the issuance of Presidential Decree Number 7 of 1998
(Keppres 7/1998) which regulates PPP in Infrastructure Development and/or
Management. Furthermore, to accommodate developments, it was updated with the
issuance of Presidential Regulation of the Republic of Indonesia Number 67 of 2005
(Perpres 67/2005) concerning PPP in Infrastructure Provision, and later replaced by
Perpres 38/2015. Article 3 of Perpres 38/2015 outlines the PPP objectives as follows:
(1) To secure sustainable funding for infrastructure development by leveraging private
sector investments, (2) To ensure that infrastructure is provided with high quality, effi-
ciency, effectiveness, and timely completion, (3) To foster an investment environment
that encourages private sector involvement in infrastructure projects, guided by sound
business principles, (4) To promote the concept that users should pay for the services
they receive, or in some cases, consider the users' ability to pay, and (5) To guarantee
that private entities receive a return on their investment in infrastructure through a sys-
tem of regular government payments.

Bappenas' PPP Book from 2009 to 2023 shows that during this period there were
172 infrastructure PPP projects in all sectors that had completed the procurement
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process of business entities (already tendered). Currently, there are only 5 (five) suc-
cessful Transportation Infrastructure PPPs, including 2 (two) Port PPPs, namely Patim-
ban Port PPP in West Java Province and Anggrek Port PPP in Gorontalo Province. The
low performance of the Port PPP policy implementation is due to a lack of understand-
ing of the factors that influence and determine the success of its implementation. While
understanding the success factors is very important, as a basis for formulating imple-
mentation strategies and recommendations for improving policy implementation per-
formance to overcome the problems of Port PPP policy implementation in Indonesia so
far. With this background, the objective of this research is to analyze and examine the
factors that determine the implementation success of the Port PPP policy in Indonesia.

This research is intended to be beneficial for theoretical and practical purposes. For
theoretical purposes, it is hopeful that this research can be used as a reference for further
research on PPPs in general and Port PPPs in particular. For practical purposes, this
research is expected to be useful for the parties in the PPP scheme, namely the Govern-
ment and the Business Entity. For the Government, this research can be used as a ref-
erence for improving the performance of the implementation of Port PPP policies that
are more systematic and practical, but still adhere to the principles of good governance,
and of course still in the corridor of applicable laws and regulations. For business enti-
ties, this research is expected to encourage their participation to cooperate with the
Government in providing port infrastructure. So that in turn will contribute positively
to the acceleration of port infrastructure provision in the future.

According to the previous literature review, until now there has been no research on
Port PPP Success Factors in Indonesia. With this research gap, this research has a nov-
elty of being the first research on the factors that determine the implementation success
of Port PPP policy in Indonesia.

2 LITERATURE REVIEW

2.1 Theoretical Base

PPP is a scheme for the government to procure and deliver infrastructure and/or public
services using resources and expertise of the private sector. In general, this research on
Port PPP uses the perspectives of public policy theory, economic theory and public
administration theory. As an implementation of public policy, this research on Port PPP
uses the lens of public policy. The provision of infrastructure and/or public services
relies on the private sector's participation in a cooperation scheme with an economic
dimension so that research on Port PPP is also based on economic theory. As for the
provision of infrastructure / public services concerning public sector governance, re-
search on this Port PPP uses the perspective of public administration theory.

Dunn H.N. (2018) emphasizes that implementation is the process of putting policy
decisions into action. It involves various activities carried out by different stakeholders,
including government, private sector, and non-profit entities. Kasmad, R. (2018) and
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Nugroho, R. (2017) suggest there are nine models of public policy implementation from
varoius experts namely: (1) Van Meter & Van Horn model, (2) Mazmanian & Sabatier
model, (3) Hoogwood & Gunn model, (4) Goggin, Bowman & Lester model, (5) Grin-
dle model, (6) Elmore model, (7) Edward model, (8) Nakamura & Smallwood model,
and (9) Network model. Considering that the Port PPP Project is a market mechanism
and has a top-down approach pattern, based on the map of the public policy implemen-
tation model, the appropriate reference for this research is the Van Meter & Van Horn
model and the Grindle model, which state that they are 3 (three) determining factors for
implementation success of the Port PPP policy, namely: (1) Project Factor, (2) Institu-
tional Factor and (3) Strategic Environmental Factor. It can be added that the Strategic
Environmental Factor is based on the Van Meter & Van Horn model which states that
the determining factor includes economic, political and social aspects/dimensions.

According to Suparmoko, M. & Sofilda, E. (2020), investment is spending aimed at
increasing or maintaining capital stock. Related to this research, the capital stock is port
infrastructure which is a public good. Public investment is an investment or capital
investment made by the government, both central and local governments, and is offi-
cial. Public investment project selection is an important process in government policy
planning to ensure efficient and sustainable resource allocation. Several criteria can be
used to assess public investment projects. The perspective of public investment theory
provides a theoretical basis for the Project Factor which has dimensions: (a) legal, (b)
technical, and (¢) commercial.

Public administration theory refers to a set of concepts, principles, and views used
to understand, analyze, and explain phenomena related to the management of public
organizations and the delivery of public services. Ansell and Gash (2007) suggest a
new strategy of public governance called collaborative governance. Collaborative gov-
ernance is one approach in modern public administration, which involves cooperation
between various parties, including government, private sector, non-profit organizations
and communities, to achieve common goals. One form of implementation of collabo-
rative governance is PPP, which can be considered as one of the concrete formats of
collaborative governance, where government and private sector work together to
achieve common goals in the provision of public infrastructure or services. The per-
spective of public administration theory provides a theoretical basis for Institutional
Factor with dimensions: (a) government and (b) business entities.

2.2 Previous Research

Previous research in the last 5 (five) years during the period 2019 - 2023, totaling 21
(twenty-one) studies are 1. Abdullahi, Y.M. & Alias, A. (2023), 2. Gitau, K.D. & John,
A.(2023), 3. Toan, N.Q & Hai, D.T. (2023), 4. Munoz-Jofte, J. et al (2023), 5. Syahrud-
din. et al. (2023), 6. Berisha A. et al. (2022), 7. Jubair, S.M.B & Singh, J.S.K (2022),
8. Hai, D.T. et al. (2022), 9. Kandiyoh, G.E. et al. (2021), 10. Ahmad, U. et al. (2021),
11. Mallisetti, V. et al. (2021), 12. Deng, B. et al. (2021), 13. Ngullie, N. et al. (2021),
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14. Chourasia, A.S. et al. (2021), 15. Nguyen, P.T. et al. (2020), 16. Helmy, R. et al.
(2020), 17. Surachman, E.N. et al. (2020), 18. Chileshea, N. et al. (2020), 19. Su, B. &
Hu, Q. (2020), 20. Ramli, S. & Mohamed, Z.A. (2019), and 21. Dithebe, K. et al.
(2019). Taking into account previous research, the indicators of Success Factors and
Implementation Success of the Port PPP Policy can be found in Table 1 below.

Table 1. Indicators of Success Factors and Implementation Success

No Variable / Indicator Research References (2019-2023)
Dimension
A Success Factors
1 Project Factor
Legal 1 PPP Regula- 1,2,3,4,6,8,9,10,11,12,13,14,15,16,17,18,19,2
tory Frame- 0,21
work
2 Project Legal- 1,2,6,9,12,18
ity
3 Cooperation 1,2,3,4,8,10,12,14,15,16,17,19,20
Contract
Concepts
Technical 1 Technical Fea- 4,10,12,13,16,18,19,20,21
sibility
2 Environmen- 3,6,8,9,15,19,20
tal Impact
Mitigation
3 Project 3,5,6,8,9,10,12,13,14,15,17,18,19,20,21
Planning
Commer- 1  Financial 1,2,3,4,5,6,7,8,9,10,12,13,14,15,16,17,18,19,
cial Feasibility 20,21
2 Risk 1,3,4,7,8,9,10,12,13,14,15,16,17,18,19,20,21
Sharing
Scheme
3 Government 1,2,3,6,8,10,12,17,18,19,20
Support or
Guarantee
2 Institutional Factor
Govern- 1 Government 1,3,4,5,6,7,8,9,10,12,13,14,15,16,17,18,19,20
ment Capability 21
2 Government 1,3,4,5,6,7,8,9,10,12,13,14,15,16,17,18,19,20
Governance 21
3 Procurement 1,3,4,6,7,8,9,10,11,12,13,14,15,16,17,18,19,2
Transparency 0,21
Business 1 Business 1,9,10,13,16,17,18,20
Entity Entity
Reputation
2  Business 3,6,8,9,12,13,14,15,19
Entity
Financial
Capability
3 Business 1,3,4,8,9,12,13,14,15
Entity
Technical

Capability
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3 Strategic Environmental Factor

Economy 1  Economic 1,6,8,9,10,15,16,18,20
Conditions
2 EconomicPol- 3,9,10,12,14,16,19,20
icies
3 Economic 3,4,9,12,15,18,20
Prospects
Politic 1 Political Con- 3,5,6,8,12,15,19
ditions
2 Political Poli- 1,9,16,20
cies
3 Political Sup- 10,13,14,21
port
Social 1 Social Condi- 4,6,12,13,14,17,18
tions
2  Social Bene- 3,8,9,21
fits
3 Community 1,6,9,12,13,15,16,17,18,19,20
Support
B Implementation Success
1 Output 2,3,7,8,10,16
achievement
of success
2  Time to  2,3,8,10
achieve suc-
cess
3  Cost of 2,3,7,8,10,16
achieving suc-
cess

Hai, D.T. et al. (2022) revealed that the Success Factors are also influenced by the type of
infrastructure and the locality where the PPP takes place. For this reason, the following previous
research on transportation infrastructure PPPs in Indonesia and or in other developing countries
is presented in Table 2 below.

Table 2. Previous Research on Transportation Infrastructure PPPs in Developing Countries

No Researcher Infrastructure, Results
Location

1 Yusfida, I. (2022)  Airport, Indo- The planning and preparation stage plays an
nesia important role in efforts to prepare a compre-

hensive, reliable, and feasible project. A viable
project can minimize project uncertainty and
attract private sector investment. The limita-
tion of this research is that it only takes 1 (one)
pilot project case and does not correlate with
other PPP Projects. In addition, this research
only uses a qualitative approach with key
stakeholder dialogues. Future research should
be developed by combining a qualitative ap-
proach with a quantitative approach.

2 Kandiyoh, G.E.et Toll Road, In- The factors that drive the success of the PPP
al. (2021) donesia project in order are: (1) environmental factors,
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Airport,
India

Toll Road, In-
donesia

(2) organizational factors, (3) political, (4)
economic, (5) legal, (6) technical/physical, (7)
social, (8) risk, and (9) culture. The efforts and
strategies of stakeholders to fulfil the success
drivers of PPP projects are to mitigate signifi-
cant threats, especially avoiding development
in areas that serve public needs. By harnessing
the power of reputable and experienced toll
road contractors to provide their insights to lo-
cal governments, especially those without suf-
ficient experience in toll road construction, lo-
cal governments can communicate with the
public more effectively.

First, Process Characteristics have a relatively
greater influence on Public Characteristics,
and similarly, the Cooperation Environment
has a greater impact on Process Characteris-
tics, but Process Characteristics have a less
significant impact on Personal Characteristics.
Second, this research also found that in order
to provide high-quality services and the
preservation of public interests under the PPP
system, effective government monitoring is
essential. In addition, satisfaction and the
opinions of customers are decisive for the
achievement of high-quality services and
higher value for money. This research has con-
tributions to the existing literature and prac-
tice. With the limitations that the direct impact
of Government Characteristics on Private
Characteristics was not examined and the im-
pact of regulatory interventions on airport
PPPs was not analysed, future research is
therefore encouraged.

This research suggests a framework model to
identify and measure the criteria for success
and its performance as a basis for improving
the implementation of PPP projects in Indone-
sia. A methodological model that presents the
gap between implementation and performance
criteria for the success of PPP toll road pro-
jects in Indonesia, so that it will be useful for
measuring the performance of the implemen-
tation of toll road PPP projects in Indonesia. It
is recommended that in future research, the
framework model should be tested on an actual
toll road project as a case study.

35
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5 Ramli, S. & Mo- Toll Road, Three (3) clusters of Critical Success Factors
hamed, Z.A. Malaysia (CSFs) were selected as the most important
(2019) factor effecting in adoption of PPP namely: (1)

governmental influence, (2) project viability
and (3) trust. This list is advised to be exam-
ined in future studies of the influencing ele-
ments of private sectors participation into PPP
notably on expressway projects. It is recog-
nised that each different project and country
will have its own unique characteristics, and
the research should be adapted where neces-

sary.

6 Panayides, P.M. Port, The main institutional factors that determine
et al. (2015) Developing the performance of PPP port projects are (1)
Countries quality of regulations, (2) openness of the mar-

ket, (3) ease of starting a business, and (4) en-
forcement of contractual agreements, and ulti-
mately can contribute to the development of
port infrastructure and economic growth of the
country. The findings are consistent with and
will contribute to the theoretical literature.
Practical implications for port authorities, port
operators, and investors are also reviewed.

In addtion, there is another research on Port PPP Success Factors, but in developed
countries, namely the North-west of Europe, conducted by Aerts, G. et al. (2014). The
findings show that 8 (eight) Critical Success Factors (CSFs) are more important in port
PPPs: (1) certainty and accuracy of the concession agreement, (2) ability to allocate and
share risks appropriately, (3) technical feasibility of the project, (4) commitment of the
partners, (5) attractiveness of the financial offer, (6) clear division of responsibilities,
(7) existence of a strong and reputable private consortium, and (8) reasonable bene-
fit/cost assessment. The research did not distinguish between different project phases
but provided a broader scope and perspective.

2.3 Research Framework

According Figurel, this research framework is constructed by integrating the literature
review, problem statement, research questions and research objectives.

Policy Content I

(Dimension: Legal, Technical, Com-
mercial)
(9 indicators)

|
|
|
1 Project Factor
|
|
|
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Implementation
Institutional Factor Success
(Dimension: Government, Business > of Port PPP
Entity) Policy

(6 indicators) (3 indicators)

Strategic Environmental Factor
(Dimension: Economy, Politic,
Social)
(9 indicators)

Fig 1. Research Framework (Source: Data Processed, 2024).

2.4

Research Hypothesis

Based on the problem formulation, research objectives and framework, the hypotheses
of this research are as follows:

H1:

H2:

Project Factor has a significant influence on the implementation success of the
Port PPP policy in Indonesia.
H1.1: Legal Dimension of the Project Factor has a significant influence on the
implementation success of the Port PPP policy in Indonesia.
H1.2: Technical Dimension of the Project Factor has a significant influence on the
implementation success of the Port PPP policy in Indonesia.
H1.3: Commercial Dimension of the Project Factor has a significant influence on
the implementation success of the Port PPP policy in Indonesia.
Institutional Factor has a significant influence on the implementation success of
the Port PPP policy in Indonesia.
H2.1: Government Dimension of the Institution Factor has a significant influence
on the implementation success of the Port PPP policy in Indonesia.
H2.2: Business Entity Dimension of the Institution Factor has a significant influ-
ence on the implementation success of the Port PPP policy in Indonesia.

H3: Strategic Environmental Factor has a significant influence on the implementation

3

success of the Port PPP policy in Indonesia.

H3.1: Economic Dimension of the Strategic Environmental Factor has a signifi-
cant influence on the implementation success of the Port PPP policy in In-
donesia.

H3.2: Political Dimension of Strategic Environmental Factor has a significant in-
fluence on the implementation success of the Port PPP policy in Indonesia.

H3.3: Social Dimension of the Strategic Environmental Factor has a significant
influence on the implementation success of the Port PPP policy in Indonesia.

RESEARCH METHODOLOGY

This research design presents the choice of research philosophy, research approach to
theory development, methodological choice, research strategy, time horizon, data
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collection and data analysis tools. This research adopts the six-layered research model
of Saunders et al. (2019) as a guide because the model is and encourages researchers to
review each stage systematically.

According to Sugiyono (2019), this research employs quantitative methods, which
are grounded in the positivist philosophy and are considered scientific or scientific
methods since they satisfy scientific criteria in a concrete or empirical, objective, quan-
tifiable, logical, and methodical way. The goals of quantitative methods are to gather
data using research tools, evaluate quantitative or statistical data, and test predefined
hypotheses that will be utilized to study specific populations and samples. In addition,
a thorough benchmarking of the two (two) Port PPPs - Patimban Port and Anggrek Port
- is conducted as a study strategy. In this study, a cross-sectional time horizon is used
as the time dimension. Techniques for data collecting and analysis are part of research
tactics. The method used in this research to collect data is a questionnaire survey. The
technique for data analysis in this research was adapted to the research objectives and
data collected, that is quantitative primary data analysis of questionnaire results using
descriptive statistical methods.

3.1 Data Types and Sources

Primary data are the kind of data used in this study. A survey instrument with a closed-
ended question type was used as part of the data collection technique. A questionnaire,
according to Sugiyono (2017), is a method of gathering data in which participants are
provided with a set of questions or written statements to complete. The population in
this study are policymakers, policy implementers, business entities as policy-affected
parties and experts (academics/practitioners) involved in the implementation of Port
PPP in Indonesia. The sample of this research was taken using a purposive sampling
approach technique, which the sample is selected based on the research objectives,
namely parties who have experience in implementing PPP projects in general and spe-
cifically in Port PPP projects in Indonesia.

Respondents are divided into 3 (three) stakeholder groups, namely: (1) Government,
(2) Business Entities, and (3) Experts. In the context of Port PPP, Government stake-
holders include Bappenas, Kemenhub (Ministry of Transportation), Kemenkeu (Min-
istry of Finance) and other Government Agencies. Business Entity stakeholders are port
business entities and other related business entities. Experts include academics from
universities and practitioners from consultants. The profile characteristics of 90 re-
spondents according to work organization, education and work experience can be found
in Table 3 below.

Table 3. Respondent Profile Characteristics

No Descriptions N % No Descriptions N %

1 Work Organization 90 100 2 Education 90 100
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[J Government 32 356 [ <S1 2 2,2
[J Business Entity 28 31,1 [JS1 24 26,7
[1 Academic 11 12,2 182 51 56,7
[ Consultant 19 21,1 [1S3 13 144
3 Work experience 90 100 4 PPP Experience — 90 100
[11-10 years 11 122 Number of Projects 17 18,9
111 —20 years 26 289 71 0 (None) 39 433
[J 21 —30 years 23 25,6 11-2(One-Two) 15 16,7
[1>31 years 30 333 13 — 4 (Three — 19 21,1
Four)
1 > 5 (Five, or
more)
5 PPP Experience - Infrastruc- 90 100 Note:
ture 66 733 N = number of
[J Port + Port & Other 3 3,3 response
[1 Airport, Railway, Road 4 4.4 S1 = Undergraduate
[J Other Infrastructure 17 18,9 S2 = Master's degree
[J None S3 = Doctoral de-
gree

3.2 Operational Definition of Variables

In this research, there are 1 (one) dependent variable and 3 (three) independent varia-
bles. The dependent variable is the variable that the researcher is most interested in.
Independent variable is a variable that has a positive or negative impact on the depend-
ent variable.

The dependent variable in this research is the Implementation Success of the Port
PPP Policy. The meaning of success in this context is that the project successfully com-
pletes the stages of the PPP process from the planning stage, and preparation stage to
the transaction stage. Thus, the assessment of success does not reach the implementa-
tion stage of the PPP agreement. The independent variables are the determining factor
for the Success of Port PPP Policy Implementation, namely the Project Factor, Institu-
tional Factor and Strategic Environmental Factor. The operational definition of the var-
iables is displayed in the following Table 3 with reference to the theoretical foundation
and earlier research conducted during the last five (five) years. Referring to the theo-
retical basis and previous research in the last 5 (five) years, the operational definition
of the variables is displayed in the following Table 4.

Table 4. Operational Definition of Variables.

No Variable / Dimension / Assessment Code
Indicator

A Independent Variable

1 Implementation Success KIKP

Output achievement of The more projects (or investment value), KIKP1
success the more successful
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Time to achieve success

Cost of achieving success

Independent Variable
Project Factor

Legal

PPP Regulatory Frame-
work

Project Legality
Cooperation Contract
Concept

Technical

Technical Feasibility

Environmental
Mitigation
Project Planning

Impact

Commercial
Financial Feasibility

Risk Sharing Scheme
Government Support /
Guarantee

Institutional Factor
Government
Government Capability

Government
Governance
Procurement
ency

Business Entity
Business Entity Reputa-
tion

Business Entity Financial
Capability

Business Entity Technical
Capability

Transpar-

Strategic Environmen-
tal Factor

Economy

Economic conditions

Economic policies
Economic prospects

Politics
Political conditions

The faster the time to achieve success, the
more successful

The more cost-effective in the achieve-
ment of success, the more successful

The more supportive, the more important
as a success factor

The more legally compliant, the more im-
portant as a success factor

The more adaptive and flexible, the more
important as a success factor

The more feasible, the more important as
a success factor

The more mitigative the anticipation, the
more important as a success factor

The more defined the project plan, the
more important as a success factor

The more feasible, the more important as
a success factor

The more proportional, the more im-
portant as a success factor

The more supportive, the more important
as a success factor

The more capable, the more important as
a success factor

The better governance, the more im-
portant as a success factor

The more transparent, the more important
as a success factor

The more capable, the more important as
a success factor
The more capable, the more important as
a success factor
The more capable, the more important as
a success factor

The more conducive, the more important
as a success factor

The more supportive, the more important
as a success factor

The more prospective, the more im-
portant as a success factor

The more stable it is, the more important
as a success factor

KIKP2

KIKP3

FP
FPD1
FPDI11
FPD12
FPD13

FPD2
FPD21

FPD22
FPD23

FPD3
FPD31

FPD32
FPD33
FI
FID1
FID11
FID12
FID13

FID2
FID21

FID22

FID23

FLS

FLSD1
FLSD11

FLSD12
FLSD13

FLSD2
FLSD21
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Political policies The more appropriate, the more im- FLSD22
portant as a success factor

Political support The more supportive, the more important FLSD23
as a success factor

¢ Social FLSD3

Social conditions The more conducive, the more important FLSD31
as a success factor

Social benefits The more beneficial, the more important FLSD32
as a success factor

Community support The more supportive, the more important FLSD33

as a success factor
Note: Measurement of all indicators using Likert Scale 1-5.

3.3 Data Analysis Method

This research data analysis uses a quantitative method. A quantitative primary data
analysis uses descriptive statistical techniques and Structural Equation Modeling
(SEM) analysis tools to examine questionnaire responses. SEM can be used to examine
patterns of relationships between latent constructs and their indicators, between latent
constructs, and between direct measurement errors. Covariance-Based SEM (CB-
SEM), Partial Least Squares SEM (PLS-SEM), Generalized Structured Component
Analysis (GSCA) are available for SEM. This research used PLS-SEM modelling to
test the hypotheses and investigate the interrelationships since Hair et al. (2014) rec-
ommends using PLS-SEM to test complicated structural models with limited sample
sizes. PLS SEM is a variant-based SEM that can stimulate Ly performing measurement
model testing as well as structural model testing. Currently, various kinds of software
are available for SEM data processing, including Lisrel, AMOS and SmartPLS. In line
with PLS-SEM modelling approach, this research uses SmartPLS software. Formative
and reflective SEM models with various indicator measurement scales (category, ratio,
Likert, etc) can be tested in a single model using SmartPLS.

The Outer Model and the Inner Model are the two submodels that make up the PLS-
SEM model of Implementation Success of the Port PPP Policy. The Outer Model links
latent variables and manifest variables (known as indicators). The Inner Model (struc-
tural model), which describes the relationship between latent variables based on sub-
stantive theory, ascertains the relationship between latent variables. The PLS-SEM
model of this research is depicted in Figure 2 below with listed variables in Table 5.
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Fig 2. PLS-SEM Research Model (Source: Data Processed, 2024)

4 RESULT

4.1 Description of Research Object

National Port Policy

The provision and service activities of port services, including the provision of port
infrastructure, are based on the National Port Policy, as stipulated in the Decree of the
Minister of Transportation Number KP 432 of 2017 (Kepmenhub 432/2017) concern-
ing the National Port Master, which contains port policies, location plans and national
port hierarchies which are guidelines for determining the location, construction, opera-
tion and expansion of ports.

According to Kepmenhub 432/2017, the National Port Policy is directed at trans-
forming the port sector into a competitive port service industry with a port operating
system, both in the field of shipping safety and maritime environmental protection. The
National Port Policy is directed at: (1) Encouraging private investment, (2) Encourag-
ing competition, (3) Empowering the role of port operators, (4) Realizing planning in-
tegration, (5) Creating an appropriate and flexible legal and regulatory framework, (6)
Realizing a safe and secure port operational system, (7) Improving maritime protection,
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and (8) Developing human resources. The first direction is to encourage private invest-
ment, which is expected to increase private participation that determines success in ac-
celerating the development of port facilities and infrastructure amid the limited finan-
cial capacity of the government (public sector).

Public-Private Partnership (PPP) Policy

Taking into account the limitations and capabilities of state finances, the Government
of Indonesia introduced a policy of infrastructure provision with the PPP schemes in
infrastructure supply to give the government room to work with the private sector in
accordance with the proportionate risk allocation approach. PPP, by definition, is an
agreement between the Government and Business Entity to provide infrastructure
and/or its services for the public interest in accordance with the guidelines previously
established by the Government, using Business Entity' resources either fully or partially
while taking into account both parties' shared risk. Infrastructure procurement through
PPP, in contrast to traditional purchase of goods and services, brings together all com-
ponents of an infrastructure provision in one cooperation agreement contract, which
includes financing, planning, design, construction/development, operation and mainte-
nance.

The following are some reasons that can be considered for utilizing the PPP scheme:
(1) The focus of procurement is on the provision of infrastructure services, (2) Private
business entities finance the provision of infrastructure in advance, thus overcoming
the limitations of the government budget, (3) There are broad opportunities for private
business entities to carry out innovations that encourage efficiency both during infra-
structure development and service delivery, (4) There is proposinal risk sharing be-
tween both parties, government and private business entities, (5) A single contract with
business entities for all infrastructure provision activities, and (6) Government support
is available at the project preparation stage.

Implementation of Port PPP Policy in Indonesia

Based on Bappenas PPP Book data for 2009-2023, it was recorded that 24 ports
during the 2009-2023 period followed the PPP scheme. However, many Port PPP plans
did not continue because they did not meet the PPP readiness criteria or were canceled
as PPP projects and then decided with APBN or BUMN funding. The unpreparedness
includes technical considerations such as incompatibility with regional spatial policies,
or project feasibility considerations that require certainty of government support to in-
crease its feasibility. There is one project, namely the Tanah Ampo Port PPP, which
failed because it did not get an Implementing Business Entity at the transaction stage.

Currently, there are 2 (two) Port PPP Projects that meet the criteria and are catego-
rized as Success Story Projects, namely Patimban Port PPP and Anggrek Port PPP. The
Patimban Port PPP Implementing Business Entity (IBE) is PT Pelabuhan Patimban In-
ternasional (PPI), formed by a winning tender consortium consisting of (1) PT CTCorp
Infrastruktur Indonesia, (2) PT Indika Logistic & Support Services, (3) PT U Connec-
tivity Services and (4) PT Terminal Petikemas Surabaya. Anggrek Port PPP IBE is PT
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Anggrek Gorontalo International Terminal (AGIT), formed by a winning tender con-
sortium consiting of (1) PT Gotrans Logistics International, (2) PT Anugerah Jelajah
Indonesia Logistic, (3) PT Titian Labuan Anugrah and (4) PT Hutama Karya (Persero)

4.2  Descriptive Statistics of Variables

In this research there are 4 (four) variables studied, consisting of 1 (one) dependent
variable and 3 (three) independent variables. To describe and test the influence of the
independent variables on the dependent variable, a description of each variable based
on the data obtained from the questionnaire is presented in Table 5.

Table 5. Descriptive Statistics of Variables

Var.label/Dlmensmn/ Mean Stdev Minimum Maximum
Indicator

FPD11 FPD12 FPD13 4400 4.477 4233 0.614 0.584 0.687 3.00 3.00 2.00 5.00 5.00 5.00
Legal 4.370 0.500 3.00 5.00
FPD21 FPD22 FPD23 4488 4.333 4388 0.545 0.560 0.593 3.00 3.00 3.00 5.00 5.00 5.00
Technical 4.403 0.459 3.00 5.00
FPD31 FPD32 FPD33 4444 4233 4.144 0.672 0.687 0.696 2.00 2.00 2.00 5.00 5.00 5.00
Commercial 4.274 0.518 3.00 5.00
Project Factor 4.349 0.402 3.22 5.00

FID11 FID12 FID13 4388 4.444 4433 0.648 0.521 0.561 2.00 3.00 3.00 5.00 5.00 5.00
Government 4.422 0.481 3.00 5.00
FID21 FID22. FID23 4.355 4455 4255 0.623 0.638 0.696 2.00 2.00 2.00 5.00 5.00 5.00
Business Entity 4355 0.564 2.33 5.00
Institutional Factor 4.388 0.445 3.17 5.00
FLSD11 FLSD12 FLSD13  4.177 4333 4266 0.628 0.560 0.632 3.00 3.00 2.00 5.00 5.00 5.00
Economy 4.259 0.513 3.00 5.00
FLSD21 FLSD22 FLSD23  4.266 4.333 4.233 0.683 0.618 0.671 2.00 2.00 2.00 5.00 5.00 5.00
Politics 4.277 0.545 2.33 5.00
FLSD31 FLSD32 FLSD33  4.255 4.211 4266 0.591 0.570 0.649 2.00 3.00 3.00 5.00 5.00 5.00
Social 4.244 0.486 3.00 5.00
Strategic Environmental 4.260 0.451 3.00 5.00
Factor

KIKP1 KIKP2 KIKP3 3.788 3.544 3.644 1.075 0.901 0.915 2.00 1.00 2.00 5.00 5.00 5.00
Implementation Success 3.659 0.775 2.00 5.00

of Port PPP Policy

4.3  Results of SEM-PLS Processing

The validity test in this research was carried out using two criteria. First, Convergent
Validity which is done by proving that the statement on each latent variable can be
understood by the respondent as intended by the research. The criterion used is outer
loading with the criterion that if the outer loading value is between 0.5 to 0.6, the state-
ment of the latent variable is considered valid (Ghozali, 2008). Second, Discriminant
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Validity which is accomplished by figuring out how certain constructs in the research
model correlate with one another. The test is conducted using the Average Variance
Extracted (AVE) value where the indicator is said to be valid if it has an AVE value>
0.5 (Hair et al, 2014).

Reliability testing is carried out using Composite Reliability criteria to determine
whether a variable can be said to be reliable only if it has a Cronbach Reliability value
> 0.7. The processing results of validity and reliability testing show that the four varia-
bles and their dimensions are valid and reliable, as can be seen in the following Table
6.

Table 6 Validity and Reliability Testing of Variables

. . . . . Composite
Variable / Dimensi Indicator Outer Loading AVE Reliabiity
Project Factor
Legal FPD11 FPDI2 FPDI3 0.818 0.812 0.762 0,636 0.840
Technical FPD21 FPD22 FPD23 0.809 0.787 0.834 0,656 0,851
Commercial FPD31 FPD32 FPD33 0.697 0.849 0.720 0,575 0.801
Institutional Factor
Government FID11 FID13 FIDI12 0.742 0.868 0.895 0,701 0,875
Business Entity FID23 FID21 FID22 0.851 0.857 0.888 0,749 0,900
Strategic Environmental
Factor
Economy FLSD11 FLSDI12 FLSD13 0.868 0.866 0.806 0,718 0,884
Politic FLSD21 FLSD22 FLSD23 0.868 0.862 0.760 0,691 0,870
Social FLSD31 FLSD32 FLSD33 0.803 0.844 0.767 0,649 0,847
Implementation Success KIKPI KIKP2 KIKP4 0,768 0,821 0,828 0,650 0,858

of Port PPP Policy

Multicollinearity testing is used to test whether the independent variables in the SEM
research model are not related to each other. The processing results for multicollinearity
testing is presented in Table 7 below, which shows that all VIF values of the independ-
ent variables have a VIF value <10, and it can be concluded that there is no multicol-
linearity in the Port PPP Policy Implementation Success model,

Table 7. Multicollinearity Testing
Port PPP Policy Implementation Success

Independent Variable

Model
Project Factor 1.672
Institutional Factor 1.468
Strategic Environmental Factor 1.436

Table 8 below presents the results of processing the coefficient of determination for
the Port PPP Policy Implementation Success model showing an Adjusted R square
value of 0.209, which means that the variation or behavior of the independent variables
(Project Factor, Institutional Factor and Strategic Environmental Factor), can explain
the variation of the dependent variable (Implementation Success of the Port PPP Policy)
by 20.9% while the remaining 79.1% is a variation of other independent variables that
affect the dependent variable but are not included in the model. For behavioral models
related to the perceptions of individuals related to research variables, the R Square
Adjusted value of 0.209 can still be continued with theoretical hypothesis testing.



46 B. Doelrachman et al.

Table 8. Coefficient Determination (R-Square)

Model R Square R Square Adjusted

Implementation Success of Port

PPP Policy 0.236 0.209

The results of hypothesis testing processing are presented in Table 9 below.

Table 9. Research Hypothesis Testing

Hypothesis C oer}?'ltchi ent Tstatistisk P-value Conclusion
H1 Project Factor — Implementa- 0.283 2.115 0.035%* Positive
tion success of the Port PPP and significant
policy in Indonesia
Hla Legal Dimension 0.844 20.064 0.000**
H1b Technical Dimension 0.826 24.808 0.000%**
Hlc Commercial Dimension 0.773 11.738 0.000%*
H2 Institutional factor — Imple- 0.045 0.313 0.754 Positive but
mentation success of the Port insignificant
PPP policy in Indonesia
H2a Government Dimension 0.845 28.474 0.000%*
H2b Business Entity Dimension 0.866 33.236 0.000**
H3 Strategic Environmental Fac- 0.242 1.689 0.092* Positive
tor — Implementation suc- and significant
cess of the Port PPP policy in
Indonesia.
H3a Economic Dimension 0.867 25.649 0.000%*
H3b Political Dimension 0.861 23.524 0.000%*
H3c Social Dimension 0.912 43.190 0.000%**

Note: *=10% **=5%

5 DISCUSSION

The research hypotheses were tested using the Structural Equation Model (SEM) tech-
nique through the Partial Least Squares (PLS) approach and SmartPLS3 software as-
sistance, with the processing results showing that:

The Project Factor is a Success Factor that contributes the most and has a significant
influence on the implementation success of the Port PPP policy in Indonesia. Sequen-
tially, the three dimensions, namely the Legal Dimension, Technical Dimension and
Commercial Dimension, make a significant contribution to the formation of the Project
Factor.

The Strategic Environmental Factor is the second largest contributing Success Factor
and has a significant influence on the implementation success of the Port PPP policy in
Indonesia. The Social Dimension makes a significant contribution to the formation of
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Strategic Environmental Factor, followed by the Economic Dimension and the Political
Dimension.

The Institutional Factor is not a Success Factor, proven to have no significant influ-
ence on the implementation success of the Port PPP policy in Indonesia. The Business
Entity Dimension makes a significant contribution to the formation of the Institutional
Factor variable, followed by the Government Dimension.

The Government Dimension of the Institutional Factor does not have a significant
influence on the implementation success of the Port PPP policy, some possible reasons
include policy flexibility and stability. Policy flexibility: PPP policies that are designed
with flexibility allow for smooth implementation regardless of the strong Government
Dimension of the Institutional Factor. For example, if the policy provides room for the
Enterprises to manage the project independently with little government intervention,
the implementation may be less influenced by the Government Dimension of Institu-
tional Factor. Long-term policy stability: If the PPP policy is implemented in a stable
and clear policy environment, the Government Dimension of the Institution Factor may
have less impact on its successful implementation. In line with this, it is relevant to state
the respondents' responses regarding the PPP regulatory framework. Port PPP regula-
tions, at present, are considered adequate, both PPP regulations in general and port reg-
ulations.

The Business Entity Dimension of Institutional Factor does not have a signifi-
cant influence on the implementation success of Port PPP policy, mainly because of the
capability of the Business Entity. First, with strong managerial capacity in managing
infrastructure projects, the implementation of PPP policy may run smoothly regardless
of the institutional factor of the business entity. Second, high technical capability with
extensive industry experience and knowledge may be able to overcome institutional
constraints that arise during PPP policy implementation. Third, sufficient financial ca-
pability to implement the project may be able to overcome implementation barriers
without too much influence from institutional factors.

From the experience of the successful PPP projects of Patimban Port and Anggrek
Port, it is evident that the Business Entities participating in the procurement of the PPP
Implementing Business Entity are proven to meet the established qualification criteria,
both concerning the criteria for financial capability and technical capability. In line with
that, it is relevant to put forward respondents' responses regarding the Capability of
Business Entities. The capability of the Business Entity, at present, is considered capa-
ble as a government partner in the Port PPP project. The capability of the Business
Entity includes managerial, technical, and financial capabilities of the Business Entity.

Although the Institutional Factor may not always be the main determining factor in
the implementation success of the Port PPP policy, the role and contribution of both
parties remain important in creating a conducive environment for private investment
and sustainable port infrastructure development. Government Institution is the actor
that determines the readiness and attractiveness of the Project Factor and formulates
strategic actions in anticipation of Strategic Environmental Factor., so indirectly
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contributes to the implementation success of the Port PPP policy in Indonesia. Business
Entities is very important in the Port PPP scheme because it is expected to be able to
cover the remaining port infrastructure development needs, so also indirectly contribute
to the implementation success of the Port PPP policy in Indonesia.

6 CONCLUSION AND RECOMMENDATION

The results of this research prove that Project Factor (Legal, Technical and Com-
mercial Dimensions) and Strategic Environmental Factor (Economic, Political and So-
cial Dimensions) have a significant influence, while Institutional Factor has no signifi-
cant influence, on the implementation success of the Port PPP policy in Indonesia. Nev-
ertheless, Institutional Factor (Government Dimension) plays a decisive role in the
preparation of Project Factor and the formulation of anticipation of Strategic Environ-
mental Factor. Institutional Factor (Business Entity Dimension) also play an important
role as a strategic partner of the Government in the PPP scheme.

The limitation of this research is that this research is only at the planning, prep-
aration and transaction stages, and does not include the implementation stage of the
Port PPP agreement, which is currently only 2.5 years of the 30-40 years agreement
period. When the implementation of the Port PPP agreement has been underway for 10
years or more, continuing this research, it is recommended that further research be car-
ried out for a whole series of Port PPP stages.

Recommendation Success factors for Port PPP Policy Implementation related to reg-
ulations directly impact port infrastructure financing. The policy implication of this re-
search is that adaptive and flexible regulations must be maintained in order to increase
Business Entity participation in Port PPP projects in Indonesia. The lack of Business
Entity participation amid a situation of limited Government funding capacity certainly
has a negative impact on the availability of port infrastructure which can be an obstacle
to economic growth
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