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Abstract

Public Private Partnership (PPP) agreements have become
an important legal instrument for financing and
delivering public infrastructure by combining public
sector objectives with private sector investment and
expertise. Despite their economic significance, PPP
projects expose investors to various legal, political,
financial, and regulatory risks that may undermine
investment certainty and project sustainability. Effective
legal protection is therefore essential to ensure investor
confidence while preserving the government's authority
to regulate in the public interest. This study examines the

legal mechanisms that protect investors in Public Private
Partnership agreements and evaluates their role in
promoting legal certainty and balanced contractual
relationships. Employing a normative legal research
method through statutory, comparative, and conceptual
approaches, the study analyzes legislation governing
public-private partnerships, investment law, contract
law, and relevant international legal principles
concerning investor protection and dispute resolution.
The findings demonstrate that investor protection
extends beyond contractual guarantees and depends on
transparent regulatory frameworks, equitable risk
allocation, effective dispute resolution mechanisms, and
consistent enforcement of contractual obligations. The
study concludes that a balanced legal framework,
integrating contractual autonomy with regulatory
accountability and institutional certainty, is fundamental
to strengthening investor confidence, encouraging
sustainable infrastructure development, and ensuring
the long-term success of Public Private Partnership
projects.

Introduction

The Public Private Partnerships (PPPs) have become an increasingly
important mechanism for financing and delivering public infrastructure by
combining government responsibilities with private sector capital, expertise,
and innovation. Many countries rely on PPP arrangements to accelerate
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infrastructure development while reducing fiscal pressures and improving the
quality of public services.! The long term nature and significant financial
commitments involved in PPP projects, however, require a legal framework
capable of providing certainty and stability for both public authorities and
private investors.2

Despite their economic benefits, PPP agreements present complex legal
challenges because they involve multiple stakeholders, long term contractual
obligations, and exposure to political, regulatory, and commercial risks.
Changes in government policy, regulatory intervention, contract
renegotiation, and disputes over project implementation may significantly
affect investors' rights and expected returns. Consequently, effective legal
protection is essential to ensure that investors receive adequate safeguards
without limiting the government's authority to regulate in the public interest.
SA balanced legal framework therefore becomes crucial for maintaining
contractual stability, investor confidence, and the continuity of infrastructure
projects.

Previous studies have examined Public Private Partnerships primarily
from the perspectives of infrastructure financing, public administration, and
investment policy. Other scholars have focused on contractual risk allocation
and dispute resolution in PPP projects. However, relatively limited attention
has been devoted to analysing investor protection as a comprehensive legal
concept that integrates contractual rights, regulatory certainty, and
institutional safeguards within PPP agreements.* This study addresses that
gap by examining the legal mechanisms that protect investors in Public—

1 Alessandra Tafuro, Giuseppe Dammacco, and Antonio Costa, “A Conceptual Study on
the Role of Blockchain in Sustainable Development of Public-Private Partnership,”
Administrative Sciences 13, no. 8 (2023), https://doi.org/10.3390/admsci13080175; Wei Li
et al., “Exploring the Key Indicators of Social Impact Assessment for Sponge City PPPs: A
Sustainable Development Perspective,” Buildings 12, no. 9 (2022),
https://doi.org/10.3390/buildings12091329.

2 Shaheen Sardar et al., “An Empirical Study Regarding the Environmental
Sustainability Practices in the Textile Industry,” Industria Textila 73, no. 4 (2022),
https://doi.org/10.35530/IT.073.04.202152.

3 Ireina Rahayanti Nurmal, “Dynamics Of Investment Regulation: A Legal Review Of
Law No. 25 Of 2007 On Investment In Indonesia In Overcoming The ‘Investment Ghost,”
Jurnal Syntax Transformation 4, no. 9 (2023), https://doi.org/10.46799/jst.v4i9.820; M.
Misbahul Muyjib, M. Igbal, and Yuliannova Lestari, “Does Omnibus Law Affect the Indonesian
Investment Regulations towards Chinese Investors?,” Volksgeist: Jurnal Ilmu Hukum Dan
Konstitusi 5, no. 2 (2022), https://doi.org/10.24090/volksgeist.v5i2.6838.

4 Emmanuella Osagioduwa Osifo, Ewere Stephanie Omumu, and Modestus Alozie,
“Contract Management in Construction Law: Mitigating Risks, Dispute Resolution, and
Performance Enforcement,” International Journal of Research Publication and Reviews 6, no.
3 (2025), https://doi.org/10.55248/gengpi.6.0325.1279; Tiawarman K Andriansyah and
Zudan Arief Fakrulloh, “Dynamics of Legal Framework for Public-Private Partnership (PPP) in
Infrastructure Provision,” Cognitionis Civitatis et Politicae 1, no. 5 (2024).
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Private Partnership agreements.> It argues that effective investor protection
requires not only well drafted contractual provisions but also transparent
regulation, equitable risk allocation, and reliable dispute resolution
mechanisms capable of ensuring legal certainty and sustainable investment
in public infrastructure.

Methods

This study employs a normative legal research method® to examine the
legal protection afforded to investors in Public Private Partnership (PPP)
agreements. The research adopts statutory, comparative, and conceptual
approaches. The statutory approach analyzes legislation governing public-
private partnerships, investment law, contract law, public procurement, and
infrastructure development, together with relevant international legal
instruments and investment principles. The comparative approach examines
legal frameworks and regulatory practices adopted in selected jurisdictions to
identify effective mechanisms for protecting investors while maintaining
public accountability in PPP projects. The conceptual approach explores legal
doctrines relating to investor protection, legal certainty, contractual
autonomy, risk allocation, and dispute resolution in long-term infrastructure
contracts. Primary legal materials consist of legislation, international legal
instruments, judicial and arbitral decisions, while secondary legal materials
include scholarly books, peer-reviewed journal articles, and legal
commentaries. These legal materials were collected through library research
and analyzed qualitatively using grammatical, systematic, comparative, and
teleological interpretation to evaluate the effectiveness of legal frameworks in
safeguarding investor interests while ensuring the sustainable
implementation of Public Private Partnership agreements.

Results and Discussion

1. Legal Protection as the Foundation of Public Private Partnership
Agreements

Public Private Partnership (PPP) agreements are designed to establish
long term cooperation between governments and private investors in
financing, constructing, and operating public infrastructure. Unlike ordinary
commercial contracts, PPP agreements involve significant public interests
while requiring substantial private investment over extended contractual

5 Rusli Subrata, “Can Alternative Dispute Resolution Mechanisms Revolutionize
Conflict and Dispute Resolution in Indonesia?,” Jurnal Litigasi 24, no. 1 (2023),
https://doi.org/10.23969/litigasi.v24i1.7198.

6 Peter Mahmud Marzuki, Penelitian Hukum (Jakarta: Kencana, 2024).
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periods.” Consequently, investors require legal protection that ensures
contractual stability, predictable regulatory environments, and effective
enforcement of contractual rights. Legal certainty is therefore a fundamental
prerequisite for attracting private investment and reducing the legal risks
associated with infrastructure projects.8

Investor protection in PPP agreements extends beyond contractual
obligations and encompasses the broader legal and institutional framework
governing project implementation.?® Governments must ensure transparent
procurement procedures, regulatory consistency, and equal treatment
throughout the contractual relationship. At the same time, investors are
expected to comply with statutory obligations concerning public service
delivery, environmental standards, and financial accountability.!0 A balanced
legal framework therefore protects investors from arbitrary governmental
actions while preserving the state's authority to regulate infrastructure
development in the public interest.

2. Risk Allocation and Contractual Stability in PPP Projects

Addressing Effective risk allocation is one of the defining characteristics
of successful Public Private Partnership agreements.!! Because PPP projects
involve long term financial commitments and operational responsibilities,
various risks including construction delays, financing constraints, regulatory
changes, political intervention, and force majeure events must be allocated to

7 Mouhcine Tallaki and Enrico Bracci, “Risk Allocation, Transfer and Management in
Public—Private Partnership and Private Finance Initiatives: A Systematic Literature Review,”
International Journal of Public Sector Management, 2021, https://doi.org/10.1108/IJPSM-
06-2020-0161; Ana Zuvela, Marta Sveb Dragija, and Daniela Angelina Jelin¢ic, “Partnerships
in Heritage Governance and Management: Review Study of Public-Civil, Public-Private and
Public—Private-Community Partnerships,” Heritage, 2023,
https://doi.org/10.3390/heritage6100358.

8 Suardi Nur, Bruce Burton, and Ariel Bergmann, “Evidence on Optimal Risk Allocation
Models for Indonesian Geothermal Projects under PPP Contracts,” Utilities Policy 81 (2023),
https://doi.org/10.1016/j.jup.2023.101511.

9 Xiaotong Deng, Sander De Groote, and Chao Kevin Li, “Dividend Signalling and
Investor Protection: An International Comparison,” Journal of Contemporary Accounting and
Economics 20, no. 3 (2024), https://doi.org/10.1016/j.jcae.2024.100441; Fajar Sugianto
and Shintaro Tokuyama, “Beyond Administrative Sanctions: Reforming Insider Trading
Regulation to Strengthen Investor Protection in Indonesia,” Jurnal Media Hukum 32, no. 2
(2025), https://doi.org/10.18196/jmh.v32i2.26257.

10 Khwaja Mateen Mazher, “Review of Studies on Risk Allocation and Sharing in Public-
Private Partnership Projects for Infrastructure Delivery,” Frontiers in Built Environment, 2025,
https://doi.org/10.3389/fbuil.2025.1505891.

11 Asenar Asenar, Nyulistiowati Suryanti, and Ema Rahmawati, “Risk Allocation of Legal
Changes in Infrastructure Provision Agreements Through Public-Private Partnership
Schemes,” Jurnal Bina Mulia Hukum 9, no. 1 (2024),
https://doi.org/10.24198 /jbmh.v9i1.1669.
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the party best positioned to manage them.1? Properly negotiated contractual
provisions reduce uncertainty, improve project efficiency, and minimize the
likelihood of contractual disputes throughout the project lifecycle.

Modern PPP agreements commonly incorporate mechanisms such as risk
sharing clauses, change in law provisions, stabilization clauses, performance
guarantees, and compensation arrangements to preserve contractual
equilibrium when unforeseen circumstances arise. These contractual
mechanisms provide investors with greater confidence that legitimate
commercial expectations will be respected while allowing governments
sufficient flexibility to pursue legitimate public policy objectives.13
Consequently, equitable risk allocation strengthens contractual stability and
contributes to the long-term sustainability of infrastructure investment.

3. Dispute Resolution and Strengthening Investor Confidence

The effectiveness of legal protection ultimately depends on the availability
of reliable dispute resolution mechanisms capable of resolving contractual
conflicts fairly and efficiently. Given the complexity and long duration of PPP
projects, disputes frequently arise concerning contract interpretation, project
delays, regulatory intervention, financial adjustments, or termination of
contractual obligations. For this reason, many PPP agreements incorporate
multi-tier dispute resolution mechanisms, including negotiation, mediation,
arbitration, and judicial proceedings, to provide timely and effective remedies
while preserving commercial relationships.

The findings indicate that investor confidence is strengthened not only
by comprehensive contractual provisions but also by transparent governance,
consistent regulatory enforcement, and independent dispute resolution
institutions. A predictable legal environment enables investors to assess legal
risks more accurately and encourages long-term participation in
infrastructure development. Accordingly, effective investor protection should
integrate contractual safeguards with institutional accountability and
regulatory certainty, ensuring that Public Private Partnership agreements
remain commercially viable while fulfilling their broader public objectives.

12 Guijie, “Public-Private Partnerships for Sustainable Infrastructure Development,”
Journal of Lifestyle and SDGs Review 5, no. 5 (2025), https://doi.org/10.47172/2965-
730x.sdgsreview.v5.n05.pe06622; Rusdi U. Latief, “Risk Allocation in Public-Private
Partnerships: A Case Study of Airport Infrastructure Development,” International Review of
Civil Engineering 16, no. 3 (2025), https://doi.org/10.15866/irece.v16i3.24683.

13 Zaidan Aulia Wicaksono and Nia Karniawati, “Implementasi Kebijakan Public Private
Partnership (Ppp) Dalam Meningkatkan Infrastruktur Riset Di Indonesia,” Jurnal IImu
Pemerintahan 2, no. 2 (2023), https://doi.org/10.54895/jipu.v2i2.2039.
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Conclusions

This study concludes that effective legal protection for investors is a
fundamental requirement for the successful implementation of Public Private
Partnership (PPP) agreements. Investor protection extends beyond contractual
guarantees and depends on the existence of a transparent legal framework,
equitable risk allocation, regulatory consistency, and reliable dispute
resolution mechanisms. The findings demonstrate that balanced PPP
agreements should protect investors against arbitrary legal and regulatory
changes while preserving the government's authority to regulate in the public
interest and ensure the delivery of essential public services. Furthermore,
appropriate contractual risk allocation and effective institutional safeguards
contribute significantly to legal certainty, contractual stability, and investor
confidence in long-term infrastructure projects. Accordingly, strengthening
legal protection through coherent legislation, transparent governance, and
effective enforcement mechanisms is essential for promoting sustainable
investment and enhancing the long-term success of Public Private
Partnership initiatives.
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