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ABSTRACT

The purpose of this thesis is to disseminate research work done towards a higher degree and report
on the findings of the research that was conducted relative to South African Public Private
Partnership (PPP) projects. The research investigated perceptions of PPP actors on the performance

of operational PPP projects.

The aim of the research was to fulfil the requirements for the award of the degree of philosophiae
doctor in construction management; contribute to the PPP body of knowledge; contribute further
understanding of the performance of PPP projects in South Africa; and develop a systemic model for
a sustainable PPP system within the country and beyond. All the aforementioned have been

achieved, despite the research limitations as indicated in Chapter 1.

A case study approach was adopted to examine various performance aspects of operational South
African PPP projects. The research was a multi-case study design. Each individual case study
consisted of a ‘whole’ study, in which facts were gathered from the selected PPP projects and
conclusions drawn on those facts. A web-based questionnaire was used to capture the experiences

and perceptions of various actors involved directly, or indirectly in selected PPP projects.

The sample stratum consisted of all operational PPP projects registered in accordance with Treasury
Regulations as of December 2005 and other projects that reached financial closure before the Public

Finance Management Act of 1999 became effective.

PPPs involve highly complex procurement processes, are relatively new in South Africa and to date
have attracted limited investigation to refine our understanding of the operational performance of PPP
projects. This is notable, as significant financial and other resources are involved, and the perception
exists that service delivery in most parts of the country is poor.

Key empirical evidence from the research indicates that South Africa has developed a robust policy
and regulatory framework for PPPs; has an inadequate level of PPP awareness and training; and

lacks the project management capacity to facilitate deal flow.

It is suggested that further research be conducted on a yearly basis, preferably every six months, so
that trends can be established concerning various aspects of other operational PPPs. Further, it is
recommended that the PPP Unit commission sector-specific studies that will conduct further

research, to compare research across PPP and non-PPP contracts.



The choice to conduct a multi-case study required extensive resources and time beyond the means
available to the researcher. Further, the sensitive nature of PPP projects made it difficult to obtain
required data at the first attempt. However, the researcher made several follow up calls and

reminders before eventually obtaining the required data from the respondents.

A systemic PPP model has been developed for PPP implementation and management. This model
was tested for appropriateness by conducting a further survey on PPP participants attending an
international conference on 'Financing of Infrastructure Development in Africa through Public Private
Partnerships’ staged in August 2007, in the St. George Hotel, Johannesburg, South Africa.

The findings from this research make an invaluable and original contribution to the PPP body of
knowledge, provide insight for further research in this important field, refine the understanding of
operational PPP projects, and provide direction for policy and decision makers in the public and

private sectors, within South Africa and beyond.
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Contents of Study

The thesis document is structured as follows:

Preliminaries

This part contains the title page, dedication, abstract, declaration, acknowledgements, list of tables

and figures, table of contents, and glossary of terms. executive summary.

Chapter 1: Introduction and the Problem Statement

This chapter contains background information regarding the technological, industrial and
organizational setting for the study. It describes and gives a thorough overview of the historical
development and current state of PPPs. It gives reasons for selecting the particular topic, the

rationale for the study, as well as the statement of the research problem.

Chapter 2: Review of related Literature

This chapter contains a comprehensive review of the literature from various sources including:
textbooks; journals; theses; conference papers; reports and contemporary sources. These represent
the most authoritative scholarship in the construction industry. The study contains a wide-ranging
survey of PPP projects in developed and developing countries with specific focus on the application
of the PPP model in the South African context. Current and previous works in related fields of

construction are also reviewed.

Chapter 3: Research design and methodology

The case study research design is discussed and the reasons for choosing this particular approach
are explained. The advantages and disadvantages of choosing this case study method are also
provided. The methodology section includes the research design, population, sample frame and

sampling, data collection and analysis procedures that were followed during the study.



Chapter 4: Presentation and analysis of the data

This chapter contains the presentation and discussion of data collected and analysed in the study.
The chapter also includes the testing of the hypotheses by showing whether the findings of the study

support the hypotheses or not.

Chapter 5: A Systemic Model for Planning and Implem  entation of PPPs

This chapter contains the development of a systemic model and introduces a ‘systems thinking
approach’ in the PPP environment. The basis for the evolving of the systemic model is systems
theory developed by Forrester in 1961 and popularized by Peter Senge, a senior lecturer at
Massachusetts Institute of Technology (MIT). The methods of systems thinking provide the tools for
better understanding complex planning and management problems. The systems thinking approach
requires a change of mindset from seeing problems as isolated events and their causes and start to
looking at issues as systems made up of interacting parts. The model also defines the systemic
processes that will be used to implement PPP projects. It clarifies the complexity of elements and
causal interrelationships within the PPP system. It then provides suggestions for current and future

researchers concerning new discoveries in PPPs.

Chapter 6: Summary of Findings, Conclusions and Rec  ommendations

In this chapter, the main conclusions of the study are summarised, discussed and interpreted. Where

appropriate, recommendations are made for further research, practice and or implementation
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GLOSSARY OF TERMS

Accountability: This is the ability of the public to hold to account those responsible for managing the
use of public funds in the delivery of services.

Bidder: A bidder is one who submits a bid in response to a project brief or to a request for an
expression of interest.

Build, own, and operate (BOO): This is when a developer is responsible for the design, funding,
construction, operation and maintenance of the facility, during the concession period, with no
provision for transfer of ownership to the government.

Build, own, operate, transfer (BOOT): This is an arrangement whereby a facility is designed,
financed, operated and maintained by a concession company. The concessionaire retains ownership
until the end of the concession period, after which ownership and operating rights are transferred
back to the government.

Built, operate, transfer (BOT): This is an agreement where a facility is designed, operated and
maintained by the concessionaire, for the period of the concession. Thereafter, legal ownership of
the facility may or may not rest with the concession company.

Bundling: This refers to the integration in a PPP of functions such as design, construction, financing,
operations and maintenance of the facility.

Business case: The business case provides an overview of a partnership approach. This is where
the project is fully scoped, risks and costs are identified to develop a cost-benefit analysis and test the
net benefit of the proposal.

Concession: Concession-based approaches are the oldest form of Public Private Partnership, and a
variety of arrangements are based on the concept of a fixed-term concession, using various
combinations of private sector resources to design, construct, finance, renovate, operate and
maintain facilities. Ownership of the facility may remain with the government, or may be transferred
to the government on completion, or at the end of the concession period.

Contracting out: This is an outsourcing arrangement in which a public agency contracts with an
external supplier for the provision of goods and / or services.

Conventional procurement:  This is a public procurement approach in which a public agency
secures the finance directly and pays the contractor as work progresses.

Core activities: These consist of operational elements involving the making of key decisions and / or
the delivery of services, which may remain with government.

Default: The failure of a party to perform a contractual requirement or obligation, including failures to
meet deadlines, to perform to a specified standard, to meet a loan repayment or to meet its
obligations in relation to an established agreement.

Design, build, finance (DBF): A form of PPP that involves the procurement of asset using private

finance, without private sector operations and provision of the associated services.
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Design, build, finance and operate (DBFO):  This is the main form of contract in the PFI, whereby
the service provider is responsible for the design, construction, financing and operation of an asset.
Design, build, operate (DBO): A form of PPP in which the public sector provides finance for a
capital investment project, but the providers of the project retain the design and construction, and
deliver some or all of the operational elements.

Discount rate: The rate used to calculate the present value of future cash flows, usually determined
on the basis of the cost of the capital used to fund the investment from which the cash flow is
expected.

Discounted cash flow: This is a general term of analysis, which discounts a stream of future cash
flows, in order to calculate the net present value.

Expected value: The weighted average of possible values of a variable, where the weights are the
probabilities of cost estimates.

Internal rate of return (IRR): This is the discount rate that would give a project a present value of
zero.

Joint Venture (JV): This is a distinct legal form of PPP arrangement, involving public and private
bodies, assuming some form of equity stake in a PPP.

Key Performance Indicators (KPIs): These are measures developed under a performance
management regime, to indicate how well specified performance targets are being realized.

Net present value (NPV): This is the discounted value of a stream of either future costs of benefits,
with NPV used to describe the difference between the present value of a stream of costs and a
stream of benefits.

Output specification:  The output specification sets out the range of services that government is
seeking to procure and the performance levels required for each of those services.

Private Finance Initiative (PFl): A UK programme encompassing arrangements whereby a
consortium of private sector partners come together, to provide an asset-based public service under
contract to a public body.

Private party: This is a private sector entity, which the government contracts in a PPP. Traditionally
the private party has been a special purpose vehicle created specifically for the project.

Probity: This is uprightness, honesty, proper and ethical conduct and propriety in dealings and is
used by government to mean ‘good process’.

Procurement: This is a component of the commissioning process that deals specifically with
purchasing a service from a provider. This occurs once decisions have been taken over what
outcomes, or outputs are to be secured and involves the negotiation of contracts.

Project brief: The project brief details government’s objectives, service delivery requirements, policy
and commercial matters, material background information and the process for lodging and evaluating

submissions.

XXV



Project Finance: A way of financing capital projects that depends for its security on the expected
cash flow of the project itself, rather than guarantees from the borrower or third parties.

Public interest test:  An assessment of the impact of the project on effectiveness, accountability and
transparency, affected individuals and communities, equity, consumer rights, public access, security
and privacy.

Public Private partnership (PPP): A risk-sharing relationship based on a shared aspiration between
the public sector and one or more partners from the private and or voluntary sectors, to deliver a
publicly agreed outcome and or public service.

Public sector: Refers to public agencies and enterprises that are financed, owned and controlled.
Public sector comparator (PSC): A hypothetical constructed benchmark to assess the value-for-
money of conventionally financed procurement in comparison with a privately financed scheme for
delivering a publicly funded service.

Risk Allocation: The allocation of responsibility for dealing with the consequences of each risk to
one of the parties to the contract, or agreeing to deal with the risk through a specified mechanism
which may involve sharing the risk.

Shadow toll: A payment for road usage made by the government, rather than road users, based on
vehicles using a kilometre of the project road, in accordance with a tolling structure.

Sensitivity analysis:  This is an analysis of the effects on an appraisal, of varying the projected
values of important variables.

Special purpose vehicle (SPV): An organization that can be established as a distinct legal entity, to
bring together the companies involved in a PPP in order to manage the project and share the risks
and rewards.

Unitary payment: Payment for services delivered by an SPV under PPI- or PPP-type arrangement.
Value-for-money: The optimum combination of whole-of-life cycle costs, risks, completion time and
quality, in order to meet public requirements.

Whole-of-life cycle: Costs associated with the ongoing repair and maintenance of a facility for the

term of a facility’s economic life.
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CHAPTER 1

THE PROBLEM AND ITS SETTINGS

1.1 Introduction

This chapter contains background information regarding the technological, industrial and
organizational setting for the study. It describes and provides a thorough overview of the
historical development, current state, organization and technology underpinning the growth of
Public Private Partnerships (PPPs). It presents reasons for selecting the particular topic, the

rationale for the study, as well as the statement of the research problem.

1.2 Background

In the recent past, many countries have seen a tremendous increase in cooperation between the
public and private sectors for the development and operation of infrastructure. Notable similar
approaches are common in Great Britain popularly referred to as Private Finance Initiatives
(Patricia et al., 2006). Such PPP arrangements have been driven by limitations in public funds
needed to fund desired investments and the need to leverage expertise from the private sector, in

order to improve the quality and efficiency of public services (Grimsey & Lewis, 2004).

PPPs are relatively new in South Africa and to date have attracted limited investigation. This is
notable, as significant financial and other resources are involved, and according to Khosa (2000),

there is the perception that service delivery in most parts of the country is still of a low standard.

This research project aims to further knowledge on the performance of operational South African
PPP projects. The objectives of the study are to: examine the performance of operational South
African PPP projects; contribute towards the existing PPP body of knowledge, and provide
direction for a sustainable PPP system in South Africa and beyond. The results of the study will

lead to formal conclusions and recommendations to inform decision-making.

The government of South Africa, as with many other sub-Saharan African countries is under
increased pressure to accelerate the development of infrastructure and provide much needed
social services to its population. Many people in South Africa do not have access to basic
services, such as potable water, sanitation systems, transportation and electricity. Furthermore,
many neighbourhoods in urban and rural areas are inadequately supplied with social amenities.
According to Mandela (1999), though the situation has improved since 1994, there still remains a
lot to be done to meet the ever-increasing demand for service delivery. This situation is worsened
by the current skills crisis within the provincial and municipal departments, in various parts of the

country.



Limited funding and capacity constraints for infrastructure development and service delivery in
South Africa has created a financial and capacity gap. Various PPP initiatives have emerged
over the past two decades, to provide assets and services that traditionally have been provided

by the public authority.

The involvement of the private sector, in partnership with government, has been advocated as a
means of improving the development of infrastructure and service delivery in various sectors.
This is largely due to internal pressure arising from increasing levels of unemployment, competing
demands for dwindling national resources, escalating crime and the deteriorating state of existing

infrastructure. This has compelled many governments to introduce PPP arrangements.

PPP is used as a general term to cover a wide range of agreements or partnerships made
between public agencies and private sector entities, in relation to the delivery of services such as

water, sanitation, housing or power.

According to Rintala and Root (2005), PPP is an umbrella term for a wide range of procurement
methods that are alternatives to traditional procurement. Concession procurement is one of the
PPP procurement methods. PPP is just one name for the involvement of the private sector in the

delivery of public services (Ramaema, 1997).

PPP infrastructure projects provide a framework that enables both the public and private sectors
to work together, to improve public service delivery through the provision of infrastructure and
related non-core services. The partnership provides competitive and transparent mechanisms to
pursue opportunities that bring together the ideas, experiences and skills of both sectors, to

develop innovative solutions to meet the community’s needs, expectations and aspirations.

The PPP approach provides an alternative and does not mean privatisation of public services
(Savas, 2000). The government continues to deliver core services while contracting out the
development and management of infrastructure and non-core services to the private sector. As a

result, there is value addition in efficiency and cost effectiveness (Robbins, 2003).

According to Currie (2005), the government of South Africa is facing a rising demand for the
acceleration of infrastructure development due to the social and economic transformation
process. The prevailing capacity constraints for project implementation means a lot of funding
meant for development remains unlocked or unutilised. However, the use of PPPs will not only
stimulate growth in the construction sector, but also promote black business equity empowerment
enterprises, create employment, provide mandatory skills training, curb the spread of informal

settlements and reduce crime rates and poverty.



Lack of infrastructure, or poorly maintained infrastructure, has a negative affect on the economy
of any country, and will discourage local and foreign investment. The use of the PPP approach is
proposed as one way of solving the problem of the slow implementation of infrastructure

development and the provision of social infrastructure in South Africa.

PPPs provide a framework that enables both public and private sectors to work together to
improve service delivery in an efficient and cost effective manner. PPPs provide competitive and
transparent mechanisms for the chasing up of opportunities that can bring together ideas,
experiences and skills that can address the needs, expectations and operations of different

communities.

South African government institutions can focus their efforts on the provision of core services and
use savings earned to improve or expand other essential services such as health, security and
the provision of social infrastructure. Governments are turning to PPP arrangements for the

provision of services due to a variety of reasons, which include:

e Lack of capacity of government institutions to deliver a reasonable level of service or

to improve service quality;
e Financial weakness of some public agencies;
e Lack of public sector financing capability;

e Inability of public institutions to respond to increasing growth in demand, due to such

things as rapid urbanization, and

e Low productivity levels in some public institutions.

Some of the types of contractual arrangements between public and private sector in the provision

of utility services are:

e Service contracts;

e Management contracts;

® | ease contracts;

e Concession contracts;

e Design build operate own transfer, and

e Divesture.

1.2.1 Service Contracts

A service contract is usually for a few years and involves contracting out specific operations and /

or maintenance activities to the private sector for an agreed period of time.



1.2.2 Management Contracts

Management contracts normally cover a broader scope of operations and maintenance. Under
this arrangement, a private firm manages the operations of a state owned enterprise without

committing its own investment capital, or accepting full commercial risks.

1.2.3 Lease Contracts

Under lease, a private firm operates and maintains a government owned enterprise at its own
commercial risk. However, except for agreed maintenance obligations, a leaseholder has no

obligation to invest in infrastructure. Lease contracts can vary between 6 and 10 years.

1.2.4 Concession Contracts

Under a concession, the private sector operator manages the infrastructure facility at his or her
own commercial risk and accepts investment obligations, which may include the construction of a

new facility or the expansion of an existing one.

1.2.5 DBOT /DBOO

The build operate transfer (BOT) and or build own operate (BOO) arrangement is similar to a
concession for the provision of for example, bulk services. BOT contracts are normally used for
Greenfield projects, such as a water treatment plant, or a new wastewater treatment plant. For
example, the private sector may undertake to construct a new water treatment plant and operate

it for a number of years before transferring the facility back to the public sector.

1.2.6 Full or Partial Divestiture

Divesture of utility assets can be partial or complete. In a complete divesture, as in a concession,
the private sector takes on full responsibility for operations, maintenance, and investment in a

utility. Unlike a concession, a divesture transfers ownership of the assets to the private sector.

Infrastructure projects suitable for use of the PPP approach include:
e Roads;
e Bridges;
e \Waterways;
e Canals;
e \Water / Waste water;

e Sports facilities;



e Schools;

e Hospitals;

e Telecommunication facilities;
e Railways;

e Ports and Harbours;

e Airports / Airfields, and

e Power.

1.2.7 Historical Context of PPPs

PPPs, though relatively new in South Africa, have a long history dating back to the time of
concessions, which were used in the nineteenth century to finance infrastructure such as railways

and highways in Europe, America, Asia and Africa.

One of the best-known infrastructure projects, under the category of waterworks, was the Suez
Canal, which according to Hamilton (1996) was a tremendous financial success until it was
nationalized in the mid-1950s. Unfortunately, during the same period, many other large

infrastructure projects failed elsewhere in the world, resulting in huge financial losses.

Between 1789 and 1900 large numbers of toll roads were established in the United States. More
than 2 000 private corporations were engaged in operating turnpikes in Pennsylvania, New York,
Ohio, Michigan and elsewhere, because of the United States government’s inability to provide

adequate highways.

Italy opened the world’s first modern tolled motorway between Milan and the Lakes in 1924. The

first modern motorways in France and Italy were constructed in the 1950s and 1960s.

According to Walzer and Jacobs (1998), France enjoys a modern and innovative economic
infrastructure. France is also at the forefront of Europe’s nuclear power industry and is one of the
world’s leading producers of nuclear fuels. In transportation, France has a dense network of
highways, railroads, and navigable inland waterways. It was the first European country to
develop a high-speed railway passenger service, and rapid transit systems. In
telecommunications, France has pioneered Mintel, a forerunner of the Internet. Policy framework
in the 1960s saw a shift from state intervention to private participation. This led to the creation of

four private concession companies at that time.

Spain embarked on its motorway programme in the mid-1960s. As the national budget was
considered inadequate to meet the demands of a booming tourist industry, the Spanish

government decided to approach the private sector for financing. Hence, the new Spanish



motorway companies were all private entities, although they were subjected to a high degree of

state monitoring and control.

The energy crisis of the 1970s led to the collapse of most PPP companies in ltaly, Spain and
France. In France, the state had to intervene and take over some of the companies, and

assimilate them into the public system of infrastructure.

A similar development in Spain, in 1983, led to the collapse of three companies representing
about 15 percent of the motorway sector. Changed economic conditions saw the reverse process
later in the 1980s. Today, PPP projects in Italy and Spain are profitable, with some of these

operating on local stock exchanges.

Table 1: Types of PPP projects by region and type (1984-2005).
Europe Latin Middle

PPP Type Eaztngsm and America East and Sogth S:huabr;an

Pacific Cenf[ral an.d the No.rth Asia Africa
Asia Caribbean Africa

Concession 28 13 8 6 0 16

Divesture 75 192 171 1 15 6

Greenfield

project 285 33 279 20 101 32

Management

and Lease

Contract 3 6 20 0 0 15

Grand Total 391 244 478 27 116 69

Data Source: World Bank and PPIAF, PPI Project database.

Table 1 provides a snapshot of infrastructure projects in low and middle-income countries, by
region and by type. Projects include management or lease contracts, concessions, greenfield
projects, and divestitures. The database contains projects dating from 1984 to 2005. In sub-
Saharan Africa, there are a total of 69 PPP projects, of which 12 (17%) reached financial closure
by the end of 2005.

1.3 The Problem and Problem Statement

1.3.1 The Problem

There is a lack of infrastructure development and service delivery in many parts of South Africa.

1.3.2 Problem Statement

There is a growing demand in South Africa for the acceleration of infrastructure development and

the improvement of service delivery in order to meet the ever-growing needs of its populace.



A large part of the national infrastructure in informal settlements remains undeveloped and
inaccessible. According to Rwelamila (2002), dwindling national resources, increasing demand
for infrastructure development, capacity constraints and high maintenance costs further aggravate
the problem. The above situation pertains to most parts of the country, despite South Africa being

rated as having the best-developed infrastructure in Africa (Lemon et al., 2004).

The most highly developed infrastructure and services are mainly found in major urban areas and
intercity links, in the form of: impressive skylines; beautiful national monuments; highways and
recreational facilities. The historical past has also contributed immensely to the current pathetic

situation on infrastructure and service delivery (ANC, 2002; Khosa, 2000).

1.4 Purpose of the Study

The purpose of this study was to undertake in-depth research of PPP projects in South Africa and
to gain a deeper understanding of the operational, and where applicable, maintenance
performances of these projects.

1.5 Objective of the Study

The main objective of this study was to investigate selected operational South African PPP

projects that were registered as per Treasury Regulation 16, as on December 2005.

1.6 Research Hypotheses

In order to guide the investigation and to gather evidence about the lack of infrastructure
development and service provision in South Africa, the research was conducted using the
following hypotheses:

1.6.1 First Hypothesis

The low number of PPP projects is due to inadequate project management skills among
government accounting officials and other staff, leading to an inability to conceptualise viable PPP
projects.

1.6.2 Second Hypothesis

PPP projects are considered to be costly owing to government budgetary constraints, which result

in inadequate subsidies for PPP projects.



1.6.3 Third Hypothesis

The levels of investment in PPP projects depend on the public sector's marketing strategy, and

the number of government incentives made available to it.

1.6.4 Fourth Hypothesis

The PPP model used for procurement is determined by the type and nature of the proposed

project, the expected value-for-money gained and the degree of public interest.

1.6.5 Fifth Hypothesis

The degree of transfer of responsibilities determines the success or failure of a PPP project.

1.6.6 Sixth Hypothesis

Ineffective risk distribution can lead to huge financial losses and renegotiation of PPP contracts.

1.6.7 Seventh Hypothesis

The existing South African PPP policy framework and guidelines are adequate and if properly

interpreted and applied, will result in the emergence of more PPP projects and thus a growth in

infrastructure development.

1.6.8 Eighth Hypothesis

Sustained PPP awareness, training and community education is fundamental to the

mainstreaming and success of the PPP sector in South Africa.
1.6.9 Ninth Hypothesis
The slow implementation of infrastructure development and the provision of social services in

South Africa are due to capacity, finance constraints, resulting from inadequate utilisation of the

PPP approach in the procurement, development and management of government projects.

1.7 Research Approach

1.7.1 Methodology and Sample Stratum



A case study approach was adopted to examine various performance aspects of operational
South African PPP projects. The research was a multi-case study design. Each individual case
study consisted of a ‘whole’ study, in which data were gathered from the selected PPP projects
and conclusions drawn from this data. A web-based questionnaire was used to capture the
experiences and perceptions of various actors involved directly or indirectly in selected PPP

projects.

A case study approach was used, as the unit of analysis was operational South African PPP
projects. Each case study involved an in-depth examination of a limited number of PPPs, with the
primary data collection, taking place over a limited period of time, between November 2006 and
February 2007.

The sample stratum consisted of PPP institutions throughout South Africa. The study was limited
to operational South African PPP projects registered in accordance with Treasury Regulations as
at December 2005 and other projects that reached financial closure before the Public Finance

Management Act of 1999 came into effect.

To implement the study, the researcher engaged in the following activities: identifying
respondents; developing a mailing list; designing and developing a research instrument; piloting
the questionnaire; uploading the questionnaire to the NMMU website; distributing questionnaires;

following up non-respondents, and editing and analysing data.

The performance of operational South African PPP projects was investigated using a case study
approach. Case studies are appropriate when ‘how’ or ‘why’ questions are asked, or when the
investigator has little control over events, or when the focus is on a contemporary phenomenon

within a real life context (Yin, 2003).

Furthermore, according to Yin (2003), the case study is preferred when two conditions exist: the
events to be studied are contemporary, but the behaviours cannot be manipulated. The
operational South African PPP projects were investigated in their own real world setting. A real
world setting provides access to actual behaviours, but does not provide laboratory controls over

behaviour as can be found in laboratory experiments.

A multi-case study design was employed and a cross-case comparison presented. Each case
study was treated as a ‘whole’ study, following replication logic. The operational PPPs were
investigated for performance in different institutions and in separate geographical locations. The
cases investigated were selected were indicated as having reached financial closure (National
Treasury, 2006).



The selection of the PPPs was based upon three criteria: the stage in the implementation
process; the sector, and the potential willingness to participate in the study. The study began

after piloting the instrument in November 2006, and ended in February 2007.

The multi-case study design allows for comparative analyses between cases, and provides tactics
to address issues of validity and reliability. As recommended by Yin (2003), validity was
addressed by employing multiple sources of evidence to corroborate findings. A theoretical
framework was used to identify significant aspects of the case, as well as define boundaries for

data collection.

Data collection was achieved using the following research methods: interviews; questionnaires,
and document analysis. Interviews were conducted with several individuals who had direct
responsibility for the operational activities of the PPP implementation. A self-administered
guestionnaire, comprising questions directly related to the categories of relevant data, was used
to collect data. The primary sources of documentation reviewed included: reports; manuals, and

internal documentation.

Reliability was addressed through replication. The same case study protocol was used and
followed the analytical framework defined by theoretical propositions and corresponding
categories of data. The propositions and categories of relevant data are presented in the

findings.

A case study approach was used, because the emphasis was on an in-depth study of the PPP
projects in the sample area. The study investigated registered South African PPP projects within

various public institutions in their natural settings.

The case studies were selected using non-probabilistic methods. The sectors addressed

included:

e Power generation, transmission, distribution, and renewable energy;

e Transport infrastructure, sector-roads, bridges, ports, airports, and rail transport

systems;
e Telecommunications sector-wireless networks, and rural telephone systems;

e Water and waste water sector-bulk water supply, water distribution, and sewerage

treatment;
e Urban services sector-solid waste management;
e Social infrastructure, sector-health, education, and security;
e Sports and recreation sector, and

e Tourism sector-eco-tourism and nature reserves.
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The logic was that whichever case was selected from within any of the listed categories for PPP

projects, the findings were likely to apply both nationally and internationally.

Cases were selected from the sample frame obtained from the National Treasury (2005) PPP Unit
database. This involved little travel, fewer expenses and was the least difficult when it came to
gaining access to the required data, because an accessible website existed. The assumption in
the case selection process was that the desired number of case studies, with adequate data,

would be available within the target study area.

1.7.2 Selection of Case Studies

The National Treasury PPP Unit database for 2006 contained a comprehensive and updated list
of PPP projects. The database was used to select the case studies to be investigated. The unit

of analysis was the selected PPP projects’ project managers. The projects investigated included:

e N4 Toll Road from Witbank to Maputo;

e N3 Toll Road from Johannesburg to Durban;

e Head Office Accommodation for Department of Trade and Industry (DTI) in Tshwane;
e Morapeng Complex in Johannesburg;

e Soweto Tourism Information Centre;

e Prison contracts in South Africa;

e Fleet management in Northern Cape;

e Inkosi Albert Luthuli Hospital in KwaZulu—Natal;

e Chapman’s Peak Drive Toll Road in Western Cape;

e State Vaccine Institute;

e Humansdorp District Hospital in Eastern Cape;

e Universities and Pelonomi Hospitals co-location in Free State;

e Social Grant Payment System in the Department of Social Development in the Free
State;

e \Water and Sanitation at llembe District;
e Queenstown Water Concession;

e Nelspruit Water Concession;

e Umgeni Water Concession, and

e SanPark Tourism Concessions.

11



1.8 Rationale and Significance

1.8.1 Rationale

Most governments in both developed and developing countries are faced with difficult economic
and political choices with regard to the provision of much-needed physical, social and economic
infrastructure to their citizens. PPPs provide a mechanism of leveraging much needed finance
and skills from the private sector for development. Such partnering principles also provide a major

opportunity in improving project performance (Gerard & Robert, 2005).

PPPs are a fairly new concept of procurement in South Africa and to date there has been little
serious investigation into such projects. This is despite the fact that significant amounts of money
have been invested in such projects and despite the fact that there have been a number of poor
performances by certain recent PPP projects. A thorough literature review revealed that there
have been no recorded studies of South African PPP projects up to the present time. Hence, the
PPP model of investment is a fairly new concept and little research, if any, has been conducted to
gain a deeper understanding of the subject area. At the moment, no recorded studies have been
conducted in order to establish key principles concerning PPP development and application in
South Africa. There has only been isolated research through government institutions such as the
National Treasury in South Africa. However, no systematic research has been undertaken to

develop theories concerning PPP projects.

There has been a growing public interest in finding alternative solutions to infrastructure
development and service delivery through partnerships with the private sector. However, this
requires a more scientific approach in order to identify key issues of concern and then in turn to

recommend research-based solutions. The investigation of South African PPP projects led to:

e Deeper insights regarding PPPs in practice;
e Recommendations for PPP best practice;
e Recommendations regarding PPP policy, and

e The development of a systemic model for PPP.

1.8.2 Significance

The findings of the study are likely to result in an enhanced understanding of the issues

associated with PPP projects in South Africa, which in turn could result in the following:

e Increased implementation of PPP projects;
e Enhanced capacity for service delivery;

e Increased efficiency in the management of PPP projects;
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e Accelerated infrastructure development;

e Provision of improved social services;

e Improvement in the quality of infrastructure services;

e Development of a comprehensive database of PPP projects;
e Development of clear guidelines for PPPs;

e Increased funding / finance from the private sector;

e Knowledge transfer to South Africa from neighbouring, African and developing

countries;
e Contributions to the related body of knowledge;
e Enhanced value-for-money for PPPs, and

e Generation of more business opportunities for South African businesses.

1.9 Limitations and Assumptions

1.9.1 Limitations of the Study

e The investigation only covered operational limited case studies;
e Existing data, more especially archived data was not easily accessible;

e Due to the level of PPP development in South Africa, responses were only possible

from PPP and non-PPP actors representing operational PPPs;

e The PPP model of procurement is a fairly new concept in South Africa thus limiting

the amount and variety of data that was available, and

e The study covered only non-monetary aspects of