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ABSTRACT

One of the potential benefits of public—private partnerships (PPPs) is its capacity to enhance account-
ability. Although the South African government has made several efforts to address the need for fairness
in service delivery and improve accountability in procurement, accountability remains a challenge in PPPs
in South Africa and most other countries. If PPPs are to play their role in infrastructure development
and service delivery, and thus serve public interests, the problem of accountability must be addressed.
This paper attempts to identify some of the accountability challenges in PPPs, together with a literature
review, to provide some future perspectives on PPPs in South Africa.
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INTRODUCTION

Since 1999, the South African government
has, like many other countries, been exploring
better ways of financing and managing pubic
capital assets, serve the public interest,
and deliver public goods and services
through public—private partnerships (PPPs).
One of the potential benefits of PPPs is
its capacity to enhance accountability by
clarifying responsibilities and sharpening
the focus of key deliverables (Heymans and
Schur, 1999). However, there are several
arguments suggesting that PPP may, in fact,
reduce accountability and undermine public
control (Siddiquee, 2011; Reeves, 2011).
Although the South African government may
have taken a firm step towards addressing
the need for fairness in service delivery and
improving accountability in procurement
and tender processes, the latter remains a
challenge in PPPs. If PPPs are to play an
important role in infrastructure development
and service delivery and thus serve public
interests, the problem of accountability will
need to be addressed. Very few studies on
PPPs in South Africa have dealt with the issue
of accountability.

This paper identifies some of the
accountability challenges in PPPs, and draws
upon an extensive international literature
review to provide some future perspectives on

PPPs in South Africa. The first section briefly
looks at PPPs in South Africa. The second
section examines the different meanings of
accountability. The third section identifies
accountability challenges in PPPs. The fourth
section suggests some future perspectives on
accountability in South Africa, and the paper
ends with some concluding remarks.

PPPs in South Africa

Although some forms of PPPs, such as private
tax and toll roads, have existed since the
Roman Empire, some uncertainty remains
as to what exactly this concept entails. It is
often referred to and defined in different ways
depending on the author, the jurisdiction
and the context. It is also important to note
that PPPs go by different names in different
countries. In Australia, for example, it is
referred to as private finance projects (PFP),
and in the United Kingdom, it goes by the name
privately financed initiatives (PFI). In general
terms, PPP refers to a variety of cooperative
arrangements between the government and
the private sector or non-governmental
organisations to improve infrastructure
networks and enhance service delivery by
means of out-contracting, out-sourcing,
donating or privatising public goods. This
paper focusses on the narrow definition of
PPP, according to which the private sector
plays a greater role in decision-making and
risk assumption. To this end, these types of
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PPPs are distinguished from the aforementioned forms
of procurement such as out-contracting, out-sourcing,
donation and privatisation. In the South African context,
this usually refers to partnerships that have been registered
with and approved by the National Treasury. South
African Treasury Regulation 16 (2004) defines this type
of PPP as a contract between a government institution
and/or municipality and a private party, where the private
party performs an institutional function and/or uses state
property in terms of output specifications, according to
which substantial financial, technical and operational
risks are transferred to the private party, while the private
party benefits through unitary payment from a government
budget and by receiving user fees.

Although this definition highlights the issues of risk and
institutional function typical of PPPs, it raises several
questions relating to the accountability and management
of PPPs. First, the reference to the substantial financial,
technical and operational risks that are transferred to the
private sector needs to be clarified. This is because, in
reality, the government ultimately bears a substantial part
of the risk. Also, consistent with international norms, the
purpose of risk allocation is to ensure that the allocation
of defined risk is optimum during procurement. Secondly,
the definition does not specify the relationship beyond
contractual commitments.

Two other definitions are relevant to the understanding
of PPPs within the context of this paper. First, a PPP is
defined as a partnership between the public and private
sectors, pursuant to a long-term contractual agreement
involving high capital cost, a lengthy contract period, and
risk-sharing (Public Accounts Committee New South
Wales Parliament, 2006). The second definition specifies
relationships beyond contractual commitments, and
includes elements such as trust, mutual commitment,
and social and community obligations. Bovaird (2004)
defines PPPs as working arrangements based on a mutual
commitment over and above that implied in the contract
between the public and the private sectors. Evidence
shows that PPPs work well where there is commitment
and trust between the government and the participating
enterprises (Rein and Stott, 2009).

On the basis of these two definitions, this paper regards
PPPs as long-term contracts drawn up between the
government and the private sector. Such contracts are
based on mutual commitment, and trust, risks, rewards,
resources, skills, expertise and finances are shared. PPPs
range from simple contracts, known as service contracts, to
long-term contracts, known as concessions (Novia Scotia
Cooperation Agreement, 1996; Armistead and Pettigrew,
2004; Grimsey and Lewis, 2004, Coulson, 2005; Sedisa,
2008).

A number of PPP projects have been concluded, involving
roads, water, hospitals, schools, transport, accommodation,
healthcare, ecotourism, education, social development,
correctional services and railways. Amongst these are the
Inkosi Albert Luthuli Hospital, Free State Social Grants
Information, technology for the Department of Labour,
and the Department of Trade and Industry campus
concessions. Other operational PPPs worth mentioning are
the Gautrain Rapid Rail Link that was responsible for the
design, construction, operation and maintenance of this
public rail transportation system, Fleet Management, the
Western Cape Rehabilitation Centre, Lentegeur Hospital,
the renal dialysis service at Polokwane Hospital, and Port
Alfred and Settlers hospitals.

Some of the PPPs concluded in South Africa have counted
among the most successful in sub-Saharan Africa.
Statistics from the World Bank Private Participation in
Infrastructure (PPI) database reveals that in the period
1999-2003, South Africa was the leading African country
in PPP infrastructure (Thomson, 2005). Similar to most
developing economies, South Africa finds itself in the
first stage of the PPP maturity scale, which Deliote and
Touche (2006) refer to as the developing market. In South
Africa, the processes for the evaluation and establishment
of PPPs are similar to those in other countries, such as the
United Kingdom, Canada, the Netherlands and Australia.
The National Treasury regulates PPP through its dedicated
PPP unit at the national, provincial and local levels. It
evaluates and approves PPPs and provides active support
throughout the process to ensure affordability, value
for money and the appropriate risk transfer in the PPP
cycle, from its inception through to the feasibility study,
procurement and development.

Nevertheless, the credibility of cost-benefit analyses to
determine value for money in PPPs has generally been
questioned, because no active steps are taken to ensure that
PPPs meet the value-for-money test. The main models of
PPP already in operation in South Africa are the design,
finance and operate (DFO) model, the design, finance,
build, operate and transfer (DFBOT) model, the design and
transfer (DT) model, the build, operate and transfer (BOT)
model, as well as equity partnerships (Treasury Regulation
16, 2004).

Government’s support for the PPP approach is evident: It
is regularly promoted in annual policy, as well as in budget
and presidential speeches, and is considered an integral
component of the state’s strategy for the growth provision
for services and infrastructure.

However, while presidential and governmental support
for PPPs remains strong, leadership in this field is still
considered to be weak (Dach, 2010). This is evident
in the inability of the public sector to bring the many
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planned projects to fruition. For example, since 2000, on
average, only two PPPs have been successfully concluded
per year on the national and provincial levels. The
process can take 2-3 years to completion, and many
have been deregistered (Aeillo, 2009). The South African
PPP unit recorded a total of 21 PPP projects that have
been deregistered, with 60 more in the pipeline by the
end of 2010 (National Treasury, 2011; Aiello, 2010].
Furthermore, the South African Constitution and other
pieces of legislation at the national and provincial levels,
such as the Public Finance Management Act of 1999 (the
PFMA), Treasury Regulation 16 of 2004, the Municipal
Systems Act of 2000 (the MSA) and the Municipal Finance
Management Act of 2003 (the MFMA), emphasise the
need for transparency and accountability in procurement.
Yet, there are no visible functional mechanisms in place
to ensure that the robust PPP legislation is properly
interpreted, understood and implemented. These laws,
which are supposed to put South Africa on the right path
towards a coherent regulatory regime, are sometimes
contradictory, requiring careful interpretation. Examples
are the MFMA (2003) and the MSA (2000), both of
which require feasibility studies to be undertaken before a
municipality forms PPPs. While the period prescribed for
feasibility studies in Section 78 of the MSA is approximately
2 years, in the MFMA (2003}, an average of 6 months is
stipulated. Consequently, a wide variety of partnerships have
emerged over time, some adhering strictly to the terms of
the law, others established within the law, but outside of the
structures prescribed by the different sections of legislation
on PPP (Mitchell, 2007; Levinsohn and Reardon, 2006).
There are many public-private contracts in existence, in
different forms, such as those of out-contracting, leases,
and build-own, and transfers that are not registered with
the treasury because formal procedures and regulations
are cumbersome.

Other accountability issues have also affected the
development of PPPs. There is little evidence of external
auditing of PPP activities by parliament. Just how far
the Auditor General’s reports go in achieving the desired
effect of correcting aberrations is questionable. It was only
recently, from 27 to 29 July 2011, that the Parliamentary
Standing Committee on Public Accounts conducted an
oversight visit to prison PPPs in the Free State, the Northern
Cape and Limpopo (Parliamentary Communication
Services, 2011). This was a long-overdue follow-up on the
Auditor General’s three qualified audit opinion reports,
issued in 2007/2008, 2009/2010 and 2009/2011. Also, the
dedicated PPP unit, which is responsible for monitoring and
implementing PPP contracts and providing policy guidance,
technical support, capacity-building and funding has been
experiencing a series of challenges. The development
of living documents within this unit, such as the PPP
Manual, as well as documents on standardised PPP market
provisions, municipal service delivery and PPP guidelines

for municipal PPPs, appears to have stalled in 2005. The
standardised PPP market provisions introduced in 2004
are currently still undergoing revision (Aiello, 2010). It
is, therefore, clear that notwithstanding the abundance
of regulatory safeguards and top-level support for PPP
operations, the issue of accountability remains a concern.
But what exactly is accountability in PPPs? The next
section provides an overview of the meaning and concepts
of accountability in the context of PPPs.

ACCOUNTABILITY

Accountability is a complex, elusive, abstract, multifaceted
and contested issue that can be approached in different
ways, depending on the role, institutional context, era
and political perspective. Four different approaches to
accountability are presented in Figure 1. The first is the
traditional, hierarchical one of the relationship between
an agent and a principal, in which an agent with delegated
authority has a personal obligation to answer to the
principal for the performance of delegated responsibilities.
In this regard, accountability in public administration has
been defined as an obligation on the part of public officials
to report on the usage of public resources and to answer for
failing to meet stated performance objectives (Armstrong,
2005).

Mulgan (2003) adds a social dimension to the principal-
agent approach. He defines accountability as a social
interaction involving rights on the part of the account holder
and obligations on the part of the actor to justify and explain
their conduct. Bovens (2007) builds on the social dimension
by describing accountability as a relationship between an
actor and a forum, in which the actor has an obligation
to explain and justify his or her conduct to the forum,
which may, in turn, pose questions and pass judgement.
The relation between sovereign and subjects, forum and
actor, actor and account holder is the defining element

Hierachical
(agent/
principal)

Horizonta(peers,
stakeholders
andclients)

Governance Accountability

Ethics and

social value

Figure 1: Approaches to accountability in PPPs
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in the principal-agent approach. Within the new public
management system (NPM)!, the agent—principal relation
is seen as accountability-based performance management
in the form of monitoring, auditing, benchmarking and
evaluating in order to enhance performance (Dubnick,
2005; Demirag and Khadaroo, 2011). It is considered a
tool for enhancing government’s ability to deliver public
goods and services more effectively and efficiently while
ensuring value for money.

The hierarchical approach to accountability in PPPs
reflects structures in which individuals perceive themselves
as responsible for reporting, justifying or explaining
their actions to others, and being liable to sanctions in
the event of errors and shortcomings. Some of the key
institutional accountability structures that have been
modified and built upon over the years are bureaucratic,
political, legal, contractual, market, communal, managerial,
professional, administrative and collaborative accountability
mechanisms (Romzek and Dubnick; Sinclair, 1995; Stone,
1995; Deleon, 1998; Flinders, 2003; Mulgan, 2003; Dowdle,
2006; Mashaw, 2006; Scott, 2006; Boven and Schillemans,
2009; Koliba et al., 2011). For example, citizens in a
democratic society have an obligation to hold elected
officials accountable, through communal accountability,
for the way in which they formulate and implement
contracts and provide public goods and services. Public
officials and their private partners are also legally bound
by the contract and the rules of law. Furthermore, elected
officials and administrators are obliged through political
accountability to report on their performance of the duties
that their responsibilities entail. However, the hierarchical
focus on the agent’s accountability to the principal and on
formal sanctions does not easily apply within the context
of PPPs. The reason for this is that PPPs involve different
stakeholders with different interests working together to
achieve a common objective (Morth, 2007). Jones and
Stewart (2009) argue that shared accountability in PPPs
is inclined to become, in practice, joint irresponsibility,
where no one is accountable, due to the blurring of public
and private sector responsibilities.

Therefore, the second approach to accountability, which is
presented in Figure 1 as horizontal accountability, has been
advocated as broader, more practical and realistic because
it facilitates discussions on how multiple expectations
generated within and outside the partnership — often
together with conflicting objectives — can be managed in a
non-hierarchical way (Romzek and Dubnick, 1987; Kearns,
1994; Acar et al., 2008; Willems and Dooren, 2011). This
type of accountability is typical of PPP agreements because it
deals with the management of expectations of the multiple,
complex and conflicting undertakings of stakeholders
in such a way as to ensure mutual influence, mutual
accountability, and transparency, and equal participation
in decision-making.

The third approach to accountability, which is also
presented in Figure 1, refers to accountability at an
individual level. It is about having a conscience or a sense
of moral responsibility about one’s actions. It also involves
adherence to legislation and codes of conduct, and the
possession of inherent dispositions, attitudes and virtues.
One example is the Nolan Committee’s seven principles
of public life (Chapman, 2000:230-231), which provide a
valuable framework for evaluating the ethical behaviour
of public officers. These principles are selflessness,
integrity, objectivity, accountability, openness, honesty
and leadership.

The fourth approach to accountability is depicted as
synonymous with loosely defined political desiderata,
such as good governance (Mulgan, 2000; Behn, 2001;
Dubnick, 2005). The overarching requirement for good
governance in procurement, which is consistent with
international norm and standards, is captured in Section
217 (1) of the Constitution of the Republic of South Africa
108 of 1997. It states that when an organ of state in the
national, provincial or local sphere of government or other
institution identified in the national legislation contracts
for goods or services, it must do so in accordance with a
system that is fair, equitable, transparent and cost-effective.
Clifton and Duffield (2006) define governance in PPPs
as achieving and improving long-term service outcomes.
According to Osborne (2000), PPPs are a new form of
governance and legitimacy involving the public and
private sectors. Within the NPM, PPPs provide a novel
approach to delivering goods and services to citizens,
based on the mode of management and governance, and
are considered to be a policy tool for enhancing governance
effectiveness (Bovaird, 2004; Brinkerhoff, 2007; Hodge and
Greve 2005). The United Nations Economic Commission
for Europe (UNECHE, 2008) outline the following seven
principles for promoting good governance in PPPs:
coherent PPP policies, strong enabling institutions, a legal
framework, cooperative risk-sharing and mutual support,
transparency, putting people first and achieving sustainable
development.

The above four approaches to accountability all make
a useful contribution towards our understanding of
accountability in PPPs, as illustrated in Figure 1.

Hierarchical accountability serves as a check and motivation
for holding those in PPPs answerable. It also includes formal
hierarchical processes such as performance management,
monitoring outcomes-based PPPs and reporting to
parliament. However, relationships among participants in
PPPs cannot be reduced to principal-agent relationships
only, due to the multiple accountability relations that
exist with diverse stakeholders. PPPs, therefore, stretch
this traditional mode of accountability by presenting
horizontal relationships, where government shares its
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responsibility with private entities involved in government
decision-making and programme delivery. Furthermore,
accountability in PPPs is also influenced by ethics and social
values. The next section provides an overview of some of
the accountability challenges in PPPs, and relates them to
the South African context.

ACCOUNTABILITY CHALLENGES IN PPPS

Johnstone and Kouzmin (2010) identify the following as
accountability issues fundamental to PPPs in Australia:
Underbidding to win a tender, optimistic forecast to tariff,
risk allocation, the higher cost of private capital versus
government finance, the lack of disclosure and transparency,
and citizen distrust of infrastructure development through
PPPs. In this section, similar accountability challenges that
are experienced in South Africa are discussed. Amongst
these are a lack of public consultation and transparency,
corruption, a lack of competition, accounting issues,
ineffective contract management, failure to monitor
performance, and failure to ensure value for money and
equitable risk allocation.

A lack of public consultation

Although PPPs are important long-term societal
investment projects, people are often alienated from
the decision-making process. Negotiations between the
public and private partners are often conducted in private
settings with little input by citizens on the grounds of
“commercial confidentiality,” “propriety rights” or data
protection, which are seen as grounds for secretiveness
in partnerships (Roberts, 2002; TD Economics Special
Report, 2006). Faced with public scepticism towards PPPs
in Canada, the government withdraws at the first sign of
controversy (TD Economics Special Report, 2006). In South
Africa, the inception stages of a PPP require the institution
to register the project with the relevant treasury, to appoint
a project officer and a transaction advisor, to receive and
evaluate transaction advisor bids, and to finalise and sign
the contract with the transaction advisor (PPP Manual,
2004). There is no mention of public consultation. The
Gautrain Rapid Rail Link project has been criticised for lack
of significant public consultations and legislative debates
before it was approved and put to tender (Stephen, 2005).

A lack of transparency

Transparency refers to the public’s unfettered access to
timely and reliable information on the decisions and
performances in the public sector (Armstrong, 2005). The
non-disclosure of PPP contracts to the public raises issues
of accountability, and could compromise perceptions of
the government’s integrity. Theoretically, PPPs are legally
binding and largely standardised contracts that are supposed
to increase transparency in performance, costs, risk,
time frames and output specifications. However, 55% of
respondents in a survey by Business in Vancouver on PPPs

in British Columbia revealed that PPPs are not transparent
about procurement, funding or operations (Petrozzi, 2008).
In British Columbia, the practice of keeping value-for-money
reports out of the public domain until well after the point
of no return raises serious questions about due process
and transparency during the procurement process (TD
Economics Special Report, 2006).

The South African PPP unit provides superficial,
inconsistent disclosure of PPP information online through
the PPP Quarterly. The last quarterly report was published
in December 2010. The information provided is limited
to the name of the project, the government institution
responsible for the project, the PPP type, the duration of the
contract, the date of financial closure, private partner (s),
financing arrangements, transaction government advisors,
the value of the project, the capital value of contracts signed
to date, the procurement undertaken and the benefit to
government (National Treasury, PPP Unit, 2009).

The leader of the South African opposition party, the
Democratic Alliance (DA), called for the Gautrain Rapid
Rail Link contract to be made public to reveal the province’s
real annual subsidy costs, in order to assess the options to
save transport in South Africa (Campbell, 2011). Campbell
laments that too much has been done in secret, and
that poor planning has cost the government dearly. For
example, the government disclosed only the cost estimates
for the Gautrain Rapid Rail Link, which ballooned from
R3.5 billion to R4 billion in 2000 to R30.462 billion in
2011. A review by the Correctional Services Minister
highlighted a number of financial and operational problems
that have been experienced with the PPP model, amongst
which is the fact that bids are not open or evaluated (Venter,
2011). The need for sound procurement procedures,
pre-project analysis, a high level of public consultation
around the proposed development and discussions around
costs has recently been emphasised (Creamer, 2012).

Corruption

Corruption has been a serious handicap to public
procurement projects. Generally speaking, corruption
is the abuse of entrusted power for private gain at the
expense of the public interest. It may result in resource
misallocation, a reduction in investment and competition,
unresponsive policies, poor administration, unemployment,
exacerbated poverty, and lack of transparency (Center for
International Private Enterprise, 2011). The United Nations
Development Program (UNDP 2004) refers to corruption
as monopoly plus discretion minus accountability, integrity
and transparency.

As in most other African countries, in South Africa, the
tendering process is still perceived to be riddled with corrupt
practices in what has become known as tenderpreneurship.
Although the criteria for PPPs are complex and subject to
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Treasury Regulations (Treasury Regulations, 2004) and the
Code of Good Practice for Black Economic Empowerment
in PPPs (PPP Manual, 2004), PPPs still offer greater
latitude for manipulation by companies and government
officials that cannot easily be spotted by either the public
or anticorruption systems. For example, the former South
African Minister of Transport resigned as a director of First
Rand Bank in 2003, after it was alleged that he accepted
gifts and payments of more than R500,000 from a former
African National Congress fundraiser whose company was
part of the winning N3 toll road consortium (West, 2003).
A 25-year concession planned by the Kenyan government
in 2004 for sections of its road network that formed part
of the Northern Corridor (a transport corridor linking the
Great Lakes counties of Burundi, the Democratic Republic
of Congo, Rwanda and Uganda to the Kenyan seaport of
Mombasa) suffered a setback following evidence of an
attempted diversion of funds (Farlam, 2005).

Corruption remains one of the 20 key problems experienced
by PPPs, according to the PricewaterhouseCoopers report on
the Port Klang Free Trade Zone PPP in Malaysia (Beh, 2010).
The effectiveness of the role played by an independent
transaction advisor in reducing corruption levels in PPP
deals is yet to be ascertained. It is very common for
connected friends and relatives of politicians to be awarded
lucrative supply contracts, despite submitting inferior bids
and offering high prices and poor expertise. For example,
suspicions have been expressed about the probity of the
contracting process surrounding the Gautrain. There have
been allegations that Bombardier, one of the lead partners
in the Bombela consortium (consisting of Bombardier,
Bouygues Travaux Publics, South African civil contractor
Murray and Roberts, and strategic partners), agreed to
pay hundreds of millions of rands to Tunisian arms and
infrastructure “fixer” Youssef Zarrouk for his help in
securing the contract. Zarrouk was to pass the money to the
influential businessman and former Robben Island prisoner,
Peter-Paul Ngwenya, in return for his help in lobbying on
behalf of the company (Mail and Guardian, 2012). Although
allegations of bribery have been refuted and there is no
evidence of the money having passed to other politicians
with the power to influence the bid, the fact that Ngwenya
acknowledged receiving part of the money suggests that
money was exchanged for political influence. In 2009, the
South African Finance Minister expressed concerns about
the number of government tenders that had become tainted
by corruption, and lamented the pervasive influence of the
culture of gift-giving, wining and dining, and all manner of
enticements (Creamer, 2011). Recently, the Public Protector
observed that poor management of tender systems will
deprive the government of money needed to deliver on its
antipoverty promises (Galway and Maphumulo, 2011).

South African black empowerment deals have been affected
by “fronting,” where companies appoint nominal Black

directors or shareholders to win contracts that are, in
fact, managed and owned by White people. Despite the
guidelines contained in the Code of Practice for Black
Economic Empowerment in PPPs (PPP Manual, 2004) on
how to minimise fronting in feasibility and procurement
processes, the practice continues unabated.

A lack of competition

Pollitt (2005) remarks that there are very few bidders for
public finance initiative projects in the UK, due to the high
cost of bidding, projects being awarded to well-connected
politicians rather than to those who can add value to the
economy, and only those who have money and own big
companies tending to participate in these partnerships.
Similarly, Cheung et al. (2009) observed that small, local
companies are unable to compete with bigger companies,
and that the same contractors tend to be successful
repeatedly in winning bids. The same can be inferred
from South African PPPs, where competition is more of
perception than reality. It is alleged that the early PPP
prison contracts were generally regarded as overpriced,
because the government did not maintain the competitive
tension for long enough (Kelman, 2001). The fact that the
current Minister of Economic Development emphasises the
importance of promoting competition in PPPs (Creamer,
2012) makes it questionable whether the National
Treasury oversight unit, formed in 2000, has succeeded
in enhancing the level of competition. Despite the South
African government’s stated policy of advancing black
economic empowerment through PPP projects, and the
related Code of Practice for Black Economic Empowerment
in PPPs (PPP Manual, 2004), black companies are still
faced with challenges such as a limited pool of black equity,
a lack of experience and skills, too little capital and high
transaction costs. The issue of competiveness is acute in
long-term contracts, where the successful bidder becomes
the monopolist supplier to the government. Burger (2004)
observes that given the government’s interest in seeing PPPs
succeeds, there is a risk that the government may become
vulnerable to private parties’ demands to renegotiate the
terms of contracts in their favour, thus undermining PPPs’
value for money.

Accounting issues

One of the most significant accounting issues in the
context of PPPs is off-balance-sheet financing, whereby the
government does not record increases in debt or asset level
for the required infrastructure (Walker, 2003; Baker, 2003;
Fussell and Beresford, 2009). Off-balance-sheet financing
is based on the macroeconomic policy of appropriate debt
to gross domestic product ratios. Most governments have
moved away from the cash-based accounting method,
where investment in government infrastructure had a
massive impact on a government’s balance sheet, to accrual
accounting, where upfront capital and operating costs are
paid throughout the life of an agreement (Pina, 2001;
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Fussell and Beresford, 2009; Sciulli, 2010; Forrer et al.,
2010). The argument in favour of “off-booking financing”
is that governments can build new infrastructure without
incurring new debt. It appears theoretically sound at the
practical level, because it provides governments with a
means of escaping tight constraints imposed by fiscal
targets, and public and parliamentary scrutiny. However,
the reality is that governments are still incurring debts, and
are committing themselves to payments that will still have
an impact on the budget, even though these do not show
on the books. Newberry and Pallot (2003) argue that PPP
commitments in New Zealand, which are excluded from
public sector liabilities and estimates and, therefore, are
not reported to parliament, burden future generations of
taxpayers and commit future governments. Mayston (1999)
and English and Guthrie (2003) reached similar conclusions
about PPPs in Australia and the United Kingdom. For
example, even though the Gautrain Rapid Rail Project
manager argued that government could expand its spending
on infrastructure without increasing the burden on the
fiscus (Van der Merwe, 2007), the expenses incurred for
the Gautrain have increased the burden on the fiscus. As
mentioned above, the initial cost estimate for the Gautrain
was from R3.5 billion to R4 billion in 2000, when the
project was initially announced in South Africa. This
figure was revised upwards to R7 billion for purposes of the
environmental impact assessment process in 2003, and was
revealed as having reached R20 billion in 2005, after the
successful bidder for the project had been announced and
a contract had come into existence (Cox, 2005). As of June
2011, the estimates stood at R28.1 billion, and towards the
end of June, it was revealed in the Gautrain Management
Agency’s (GMA’s) 19" Quarterly Progress Report that
the cost had escalated to R30.462 billion (Flanagan and
Serrao, 2011). Blacke (2004) observed that it may also be
possible for the government to underestimate the cost of
the project and the revenue earned from the project, and
this may be a recipe for disaster, resulting in unnecessary
cost to the government and future generations of tax payers.
Furthermore, the British Parliament’s Public Account
Committee Report (2011) on private finance initiatives for
hospitals revealed that the off-balance-sheet nature of PPP
contracts favours a move towards PPPs, and thus, creates
a potential bias in the policy environment. The choice
to apply PPPs should make economic sense and promote
effectiveness and value for money, and should not be opted
for because government wants to avoid on-budget spending.
Off-budgeting is not a panacea.

In this regard, the International Monetary Fund (IMF
PPP, 2004) expressed concerns about the lack of fiscal
accounting and reporting structures within PPPs. It
revealed that governments tend to use PPPs as a means to
bypass spending control and to move public investment
off-budget and debt off the government balance sheet, while
the government still bears most of the risks involved and

faces potentially large fiscal costs. It has been observed that
the accounting standard setters were simply not ready for
the rapid uptake of PPPs by the government, resulting in
questionable accounts reporting techniques (Fussell and
Beresford, 2009; Sciulli, 2010). There are still questions
regarding how governments could assign capital costs
to private-partnership payments, because capital and
operating costs are combined into a unitary payment.
The Comptroller General in British Columbia (British
Columbia, Ministry of Finance Budget and Fiscal Plan,
2008) ruled that capital cost should include construction
cost, interest incurred during construction, as well as project
management cost, and that it should show up as any other
capital asset, while project-operating payments should be
recorded as contractual obligations in a note accompanying
the financial statements.

It is sometimes better for the government to increase
its debt levels and fund the projects itself than to sign
PPP agreements, because of the long-term cost that the
government may incur. The British Parliament’s Public
Account Committee report (2011) on private finance
initiatives for hospitals revealed that public finance
initiatives ultimately cost the government more, while
enriching the private sector, with profits varying from 50%
to 200%.

Ineffective contract management

Generally, PPP projects consist of demanding and complex
contractual agreements for the construction of a facility and
for service maintenance, which may stretch to more than
the average tenure of a public manager. Sciulli (2010) refers
to these contracts as “bundling of services.” Incomplete
contracts that do not specify the desired output of projects
become problematic during the operational phase, which
involves the transformation from project inception to
project delivery. For example, in the case of the Gautrain,
disputes have arisen between the public and the private
party concerned as to who is responsible for repairing water
ingress on the leg between the Rose bank and Park stations,
because it had not been specified in the contract (Flanagan
and Serrao, 2011). In addition, the high-speed rapid rail
commenced its operation over a month past the extended
starting date of 28 June 2011 that had been specified in the
contract. Similarly, in the UK, the failure of the Metronet
PPP to operate 9 of London’s 12 underground lines is
largely due to poor contract structuring, where the costs
of operations were not adequately predicted. In Sydney,
Australia, the Cross City Tunnel PPP encountered similar
difficulties.

A failure to monitor performance

Although procurement in PPPs may appear to be more
accountable than conventional procurement, because
payment is linked to performance, studies show that
the long-term concession period renders performance
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claims tenuous. Little thought tends to be given to the
management and evaluation phases of PPPs. This may be
partly due to the pre-contractual focus of the PPP unit and
the legislative vacuum in this area. Treasury Regulation
16.7.1 (2004) provides for the following: “The accounting
officer or accounting authority of the institution that is
party to a PPP agreement is responsible for ensuring that
the PPP agreement is properly implemented, managed,
enforced, monitored and reported on, and must maintain
such mechanisms and procedures as approved in treasury.”
In reality, the institution’s accounting officer does not have
much authority over the private party because the private
party does not form part of the government’s democratic
chain of command. Also, there is no express provision for a
monitoring and evaluation framework. The Tanzanian PPP
Act 18 of 2010 provides for a monitoring and evaluation
framework comprising project management performance
criteria, external audit and reporting requirements,
submission of progress reports, verification of project assets
and value, and communication between stakeholders.
Furthermore, performance audits on a PPP are left to
the discretion of the Auditor General, and there are no
provisions for the social and environmental auditing of
PPPs, or for follow-ups on the Auditor General’s report. It
is only recently that the Parliamentary Standing Committee
on Public Accounts followed up on the Auditor General’s
three qualified audit opinion reports, issued in 2007/2008,
2009/2010 and 2009/201, by means of an oversight visit
to the PPPs in the Free State, the Northern Cape, and
Limpopo (Parliamentary Communication Services, 2011).

A similar situation exists in Australia, where inquiries into
PPPs in New South Wales (Public Account Committee NSW,
2006:45) revealed that there is little evidence of a systematic
attempt to develop an empirically informed post-period
evaluation capable of capturing and reporting on the degree
of success of complicated, long-term partnerships.

The complexity of such projects results in many key
performance areas making monitoring difficult to
sustain. Governments are not yet prepared to manage
performance systematically and comprehensively over
the life of the project, but rather tend to rely on one-off
reports or enquiries — usually when aspects of the PPP
go wrong (Jonstone and Kouzmin, 2009; Johnston and
Gudergan, 2009).

Also, although mention is made of dispute regulations, in
the PPP Manual (2004), there is no provision for arbitration
and for the resolution of disputes involving customers or
users of PPP facilities. The United Nations Commission on
International Trade Law (UNCITRAL) (2004) underscores
the need for arbitration and for provision to be made for
the resolution of disputes involving customers and users.
It is only deduced from the PPP Manual (2004) that
disputes are settled by mediation, by means of amicable

negotiations, or in courts, but there is no mention of
arbitration. One may infer that it is because the legislative
framework for arbitration in South Africa, principally
regulated by the South African Arbitration Act 42 of 1965,
is widely considered to be outdated and in need of reform.
United Nations Economic and Social Commission for Asia
and the Pacific (UNESCAP) (2011) advocates that most
dispute resolution mechanisms should be brought in line
with international practices and requirements, given the
expectation of large-scale investments from the foreign
private sector.

Failure to ensure value for money

Value for money is an important requirement when
deciding on whether to proceed with PPPs, and it is
one of the key arguments for expanding it. It requires
estimating the future financial and non-financial benefits
of the procurement option, and its measurement involves
discounting rates and risk transfer, and estimating future
cash flows (Broadbent et al., 2004; Demirag, 2011). It is
an aspect of performance, and can be defined in terms of
the three Es: economy, efficiency and effectiveness (Glynm,
1985). Grimsey and Lewis (2004) define value for money
as the optimum combination of costs, risks, completion
time and quality for the entire life cycle, in order to meet
public requirements. In the UK, value for money is defined
in terms of whether it has the right mix of cost, quality and
flexibility quality (Robertson, 2008).

The Public Sector Comparator (PSC) is a theoretical model
used in the UK and South Africa in assessing and comparing
PPP options with traditional public procurement models,
after which it is compared with bids from the private sector
to evaluate any value-for-money benefits accruing from
the PPP mechanism. Value for money is deemed to occur
if the discounted cash flows from PPPs are less than those
from PSC. Issues such as the PSC being more hypothetical
in nature, the transparency of the PSC and the absence of
full details regarding the calculation of the PSC have arisen
over the use of the PSC (Grimsey and Lewis, 2005; Public
Accounts Committed NSW Parliament, 2006; Ball, 2010).
The desire to show that PPP deals are cheaper than PSC
has led to manipulation of the underlying calculations and
erroneous interpretations of the results (Corner, 2004:50).
Nevertheless, as in other countries, there is no conclusive
evidence in South Africa that PPPs actually reduce costs
and enhance value for money. This is because of the history
of high transaction costs, cost overruns, delays in service
delivery, as well as long, complex negotiations surrounding
PPPs.

A lack of equitable risk allocation

In the light of the growing incidence of public bailouts
in PPPs, there are questions as to whether risk transfer
actually occurs. Hodge, in evidence given during an
inquiry into PPPs in New South Wales (Public Account

18

African Journal of Business Ethics ¢ Vol. 7 ¢ Issue 1  Jan-Jun 2013



Fombad: Fombad MC PhD Department of Information Science UNISA

Committee NSW Parliament, 2006:60), lamented
the amateurish way in which public risk is presently
determined. The common types of risk are technical risk,
design and construction risk, operating and maintenance
risk, revenue risk, financial risk, force majeure, legislative
risk, political risk, environmental risk, uptake patronage
risk and commissioning risk (Grimsey and Lewis 2002;
Forerr, 2010). Murray (2007) observes that estimating
traffic and revenue risk is more an art than a science,
and that it has a tendency to go wrong. For example, the
budget of the Gauteng Department of Roads and Transport
for 2011/2012 included an estimated R259 million in
“patronage guarantee costs” for Gautrain Rapid Rail
Link concessionaires if the train did not attract enough
passengers for the subsequent 9 months that it was due
to be fully operational, and it was expected to rise to R360
million in the subsequent year (Flanagan, 2011). Paying
this out every year will squeeze out other public transport
projects, as it will consume about a third of the Gauteng
roads and the transport budget (Campbell, 2011). Given
that the government is bearing the demand risk, the
question arises whether risks are actually transferred to
the private sector, and whether the private sector does
bear significant penalties when things go wrong. Another
question that arises is whether the project becomes
more a public than a private one, given the nature of
public intervention. Therefore, contrary to the implicit
assumption that substantial risk is transferred to the
private sector by South African law (Treasury Regulation,
2004) in its definition of a PPP, this does not necessarily
prove to be the case in South Africa.

Furthermore, the risk-transfer process at the contract
appraisal stage is often subjective, and tends to be
exaggerated, because it is difficult to identify, allocate and
value risks (Froud and Shaoul, 2001). This is evident from
the provision in the South African PPP Manual (2004),
which stipulates that “budgets for major procurement
projects have been prone to optimism bias.” This means
that there has been a tendency to budget for the best
possible (often lowest cost) outcome, rather than the most
likely. This provision will result in poor risk allocation,
which in turn results in cost overruns.

FUTURE PERSPECTIVES FOR ACCOUNTABILITY IN
PPPS IN SOUTH AFRICA

Given the above accountability challenges within the
current PPP procurement model, it is clear that if the
vision and effective delivery of PPPs are to be realised,
several measures should be put in place to enhance
accountability in the different stages of establishing PPPs.
The following measures are examined in this section:
appropriate accountability structures, ethical standards,
stakeholder consultation, transparent procurement
processes, access to information, anticorruption efforts,

appropriate risk transfer, political leadership expertise and
contract monitoring.

Appropriate accountability structures

There is a need for formal accountability mechanisms that
criticise and complement government decisions and private
sector actions, and keep the public informed. For example,
in the UK, the public finance initiative has adopted
contractual communal and managerial accountability
structures as formal accountability processes in the
different stages of its projects (Sinclair, 1995; Roberts,
2002; Shearer, 2002, Demirag and Khadaroo, 2011). Also,
collaborative accountability structures will enhance trust
and collaboration between public and private partners, since
they are engaged in long-term integrated responsibilities
that cannot as easily be severed as those in short-term
contracts. Furthermore, market accountability structures
will enable private parties to account to shareholders,
business partners, insurers, investors, stockholders and
competitors. A two-way contractual service document
that clearly defines service expectations, output-based
specifications and criteria for service evaluation, and
that standardises communication methods will enhance
contractual accountability (Kroukamp, 2004:38; 2010).

Ethical standards

Integrity is an important variable in enhancing
accountability, a prerequisite for public trust and a keystone
of good governance (Armstrong, 2005). Each party in the
partnership should be subject to ethical values in the exercise
of duty, and the provision of PPPs should be checked against
ethical standards. As professionals, public and private
officials should be answerable to each other through shared
networks and collegial relationships. PPPs in South Africa
should adhere to the Code of Practice for Empowerment
in PPPs and the Code of Good Practice for Black Economic
Empowerment in PPPs (PPP Manual 2004), and sanctions
should be imposed for noncompliance. A code of conduct
should be drafted, factoring the Nolan Committee’s Seven
Principles of Public Life (Chapman, 2000:230-231): These
provide a valuable framework for evaluating the ethical
behaviour of public officers. The code of ethics for PPPs
should also be aligned to the constitutional ideals of
professional ethics, efficiency, effectiveness, development
orientation, impartiality, fair and equitable service delivery,
public participation, accountability and transparency,
human resource management and development, as well
as representivity.

Adherence to international norms linked to accountability
will also enhance transparency and the quality of public
contracting. Forming part of these norms is the Integrity
Pact developed by Transparency International. It contains
an agreement that can be used by a government department
and a bidder for a public sector contract, to the effect
that they will abstain from bribery during the selection
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and implementation of the contract, and disclose all
commissions and similar expenses paid in connection
with the contract (Nepad Policy Focus, 2005). Another
international initiative is the Extractive Industries
Transparency Initiative (EITI), launched at the World
Summit on Sustainable Development in Johannesburg,
South Africa, in September 2002. This is a contract between
governments, international organisations, companies,
non-governmental organisations, investors, business
and industrial organisations to increase transparency,
avoid corruption and improve governance in transactions
between governments and companies in the extractive
industries (Aaronson, 2011). The Government of
Cambodia, for example, has effectively protected workers’
rights through collaboration between the International
Labour Organisation and multinational firms through
Better Factories Cambodia (BFC) (Wetterberg, 2011).

Stakeholder consultation

Consistent and clear communication with all stakeholders
will build trust, encourage transparency and increase
engagement. Flyvbjerg et al. (2003) observe that the most
important way in which accountability can be enforced in
the public sector is by governments initiating maximum
public participation and discussion by all stakeholders
through forums such as public hearings, independent
peer reviews, scientific conferences, advisory committees,
social surveys, citizen panels and other citizen initiatives.
Authorities are reminded of the need to assure beforehand
that the envisaged undertakings are in the public interest,
and are acceptable to consumers and stakeholders,
particularly when a PPP is being used to construct “large
physical assets” (OECD, 2007:18).

Transparent procurement process

Notwithstanding the numerous pieces of legislation
at the national and provincial levels emphasising the
need for transparency, measures should be in place to
ensure consistent and fair enforcement of these laws.
A transparent and efficient procurement process will
lower transaction costs and shorten the time taken in
negotiating and completing deals (Cheung et al., 2009).
For example, the selection of bidders, criteria applied for
expenses and the tendering procedure should be subject
to public examination and review (Beh, 2010). The
Canadian system of procurement has been revised in
favour of competition in the tendering process, judicial
review of procurement decisions and limited preferred
treatment for certain classes of suppliers (Atwood and
Michael, 1996).

Also, given that the South African judiciary enjoys a degree
of independence, it should be able to promote clear rules on
the conflict of interests for the public sector and impose a
legal constraint on government discretion during bidding
processes (Atwood and Trebilcock, 1996). Although the

media and civil society are already serving as effective
counterweights in promoting accountability in PPPs, with
the approval of the Protection of State Information Bill,
there is a need to strengthen freedom of information laws
to strengthen the media’s watchdog role.

Accounting policies should enable the achievement of fiscal
responsibility and transparency objectives. In the light of
what has been attained in India (Comptroller and Auditor
General of India, 2009), the principles and guidelines for
auditing PPPs should be drawn from the International
Organisation of Supreme Audit Institutions (INTOSAI)
and customised to the South African context in ways
that promote transparency, accountability and value for
money. A serious step has been taken towards enhancing
compliance monitoring and improving transparency
and accountability in supply chain management, to
government accounting officers on spheres of government
on all competitive bids exceeding R5 million, through
issuance of National Treasury Instruction Note in terms
of Section 76 (4) (c) of the Public Finance Management Act
(PFMA) (National Treasury, 2011).

Expand access to information

Although the need to protect trade secrets and negotiating
positions does require keeping some documents out of the
public domain, the lack of appropriate and rigorous public
scrutiny makes it difficult for the public to identify hidden
cost that private parties transfer to the government in the
long run. The confines of “commercial-in-confidence,”
which entails designating information that must not be
made available to the public, should be lifted to allow the
provision of PPP documents in a timely manner. Similar to
what has been attained in British Columbia (TD Economics
Special Report, 2006), a balance should be struck between
satisfying the public’s desire to know and the company’s
desire for commercial confidentiality.

In Australia, PPP information is published within
3 months of signing a contract, and includes a brief
summary of the contract content, a report on value for
money, details on assets to be transferred to the private
sector, total cost and basis for future changes in price,
contract renegotiation provisions, risk-sharing details in
the construction and operational stages, guarantees made
by both parties and details of the PSC (OECD, 2000).
Forrer et al. (2010) suggest that PPP disclosure standards
should include information on a comparison of the cost
and non-cost advantages and disadvantages of the relevant
alternative, the use of appropriate comparators, requests
for proposals, the terms of contract, the monitoring and
auditing regime, ongoing access to an auditor and relevant
information on the private sector partners. The South
African Parliamentary Standing Committee on Public
Accounts should regularly disclose revenue figures from
concessions that are awarded.
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Anticorruption efforts should remain a continuous
process

There is no doubt that the South African government is
taking serious steps to combat and prevent corruption
through its various anticorruption activities. Fighting
corruption is one of the 12 outcomes that the government
has identified as its key focus. South Africa is a signatory
to the African Union (AU) Convention on Preventing and
Combating Corruption of 2003. The Minister of Finance
has established the Multi-Agency Working Group (MAWG)
to coordinate efforts and to investigate corruption related
to supply chain management practices. In addition, there
are several key Acts addressing corruption, for example, the
Promotion of Administrative Justice Act (PAJA) of 2000,
the MFMA (2003), and the Prevention and Combating of
Corrupt Activities Act 12 of 2004. However, the fact that
corruption in procurement continues to increase despite
all these measures means that the government needs to
reconsider and intensify its efforts by addressing the issues
and causes of corruption, and re-examining and reinforcing
anticorruption structures and institutions. A culture
of integrity, transparency and accountability should be
promoted amongst public officials. Center for International
Private Enterprise (CIPE, 2011) acknowledges the role
of the private sector and strong, balanced institutions
and incentive structures that reward honesty and
transparency and punish bribery and abuse of public funds.
Anticorruption initiatives such as corporate governance,
engaging private businesses in anticorruption efforts,
and advocating institutional reform are crucial (CIPE,
2011). Creating an atmosphere for healthy dialogue with
the private sector is also essential to ensure that policies
designed to curb corruption in PPPs address the real needs
of the business community.

Appropriate risk transfer

The bottom line is to ensure that defined risk is allocated
optimally, rather than maximising risk transfer. In the UK
and Australia, risk is allocated to the party that can best
bear it at the lowest cost (Ball, 2011). Therefore, references
to substantial financial, technical and operational risks
having been transferred to the private sector in the South
African definition of PPPs need to be clarified, because it
is obvious that the government will always bear some of
the risk. According to the current Minister of Economic
Development, future PPPs will have to embrace an
“equitable risk transfer” to the private sector, as opposed
to models deployed in the recent past that left the public
sector bearing the bulk of the risk burden (Creamer, 2012).
It is important for these risks to be evaluated by the public
and the private bidder throughout the entire life of the
project, and particular attention should be paid during
the procurement process to make free risk allocation
possible (Cheung et al., 2009). The UK National Audit
Office (2001) notes that there is no standard way of
establishing value for money in the PPP context, and that

procurers need to design their methodologies while bearing
ways of assessing performance, pricing and feedback from
users in mind. Other sophisticated systems of risk transfer
worth emulating are the South Australian “Monte Carlo”
system (South Australia Department of Treasury and
Finance Project Analysis Branch, 2004), and the UK Outline
Business Case (OBC), published in the Value for Money
Assessment Guidance (HM Treasury of the UK, 2006).

It is also very important to clearly ascertain the affordability
of a project in terms of its current and expected future
risk. Systematic risk management allows early detection,
and enables PPP stakeholders to introduce risk mitigation
policies (Sciulli, 2010). PPPs require proactive expert analysis
of the different types of risk. For example, a public agency
entering a partnership should devise a plan to mitigate
the public impact of a service interruption as a result of
failure by either party to deliver due to forces beyond their
control (Forre et al., 2010). In British Columbia, five steps
were used to manage risk in the development of a highway
PPP. These were: risk planning, risk identification, risk
analysis, risk response and development monitoring and
controlling (Coates et al., 2008).

Political will

Most of the successful projects in Africa have been the
result of strong political support and commitment. Two
examples of such projects are the construction of the N4
toll road, promoted by the then Mpumalanga Premier
Mathews Phosa, and the provision of water and electricity
in Gabon (Nepad Policy Focus, 2005). A firm political
will and commitment towards PPP help to maintain the
momentum of the partnership and ensure that goals are met
in the agreed-upon time frame, and that those responsible
for missing deadlines are held accountable.

The ultimate attraction of PPPs is not satisfying the demand
for political collaboration with a private party, but increasing
the efficiency, innovation and value for money through
good procurement management practices. Therefore, it is
crucial for the government, as the public partner, to lend
genuine legitimacy and credibility to the existing legislation
by means of strong implementation. This may be reflected
in its role in regulating and evaluating PPPs in ways that
best serve the public interest, and in administering the
contracts equitably and transparently.

The United Nations Millennium Project (UNME 2005)
reports on a practical plan to achieve the millennium
development goals (MDG]. It suggests firm political
leadership and strong government commitment in order
to realise the goals of improving public investment and
capacity building. Commitment to PPPs should not be
influenced by short-term gains such as earning another
electoral term, and should be weighed against the long-term
costs. Political stability is important, and the project should
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be able to continue, even when government changes hands.
A good example is the Gautrain Rapid Rail Link, which has
so far survived three elections and five cabinets.

Contract monitoring

The development of performance management measures
and monitoring systems will strengthen accountability in
PPPs (Forrer et al., 2010; Sciulli, 2010). Recognising that
the responsibility for contract management will extend
throughout the life cycle of the contract and not end once
the contract has been awarded should be the point of
departure (New Zealand Office of the Auditor-General,
2006b: 84). PPP initiatives should unfold within a quality
assurance framework containing a streamlined monitoring
mechanism and feedback system, and its implementation
should be scrutinised to ensure that the objectives of
reporting systems are met. Incentive structures can also
make the difference between a PPP that succeeds and one
that fails (Goldsmith and Eggers 2004:130). For example,
private finance initiative contracts in the UK are monitored
internally by the public sector procurement agency through
monthly operational review meetings and quarterly strategic
review meetings, while the external monitoring of private
finance initiative contracts is carried out by parliamentary
institutions such as the UK National Audit Office and
the Audit Commission, after which reports are tabled in
the Public Accounts Committee and are generally made
available to the public (Dimiraget al., 2004). It is important
for the Auditor General’s process to be taken to its logical
conclusion and for those held accountable being disciplined
appropriately. English and Guthrie (2003) highlight the
importance of parliamentary scrutiny of PPPs. The South
African PPP Manual should consider internal and external
monitoring initiatives and structures from the inception of
contracts though their implementation and development.
Some examples of these monitoring structures are
contractual and managerial accountability structures,
parliament, civil society organisations, the mass media,
international organisations and self-monitoring structures.

The monitoring structures within the Gautrain Rapid Rail
PPP provide an example of an efficient monitoring system.
The GMA is required to ensure proper implementation of
the concession agreement on behalf of the government,
while the special purpose vehicle set up for the project is
responsible for ensuring the management of the construction
company. The successful resolution of the dispute between
the GMA and the Gautrain Construction Company was
due to the efficient operation of the monitoring system.
There is also an Independent Certifier attached to the
Gautrain project, who is supposed to assess whether the
milestones of Gautrain have, in fact, been achieved, and
to make recommendations to the Provincial Government.

Also, the South African National Road Agency (Sanral),
established by the Department of Transport and Public

Works to manage major projects in the private sector, has
become an internationally recognised centre of expertise
for PPPs in roads. Although its proposal of the “user pays”
principle for the 185 km of road upgraded under the Gauteng
Freeway Improvement Project (GFIP) in 2011 has resulted in
an ongoing debacle, a similar sector-specific implementing
agency approach to monitor PPPs from their inception
through their development stage should be encouraged.

CONCLUSION

This paper has examined some accountability challenges
in PPP as they are experienced in South Africa and has
provided some perspectives on enhancing accountability.
A key implication of this paper is that if PPPs are to be
used as a major innovative policy tool that will remedy the
problem of inertia in traditional public service delivery and
deal with its deeply rooted socioeconomic, political, fiscal and
societal problems, then accountability in PPPs will be critical.
Therefore, the major onus rests on government as the major
role-player in PPPs to lend genuine legitimacy and credibility
to the existing legislation through strong implementation.
It should also apply effective external and internal checks to
enhance the credibility of PPPs as a tool for improving service
delivery. Accountability in PPPs will become effective, should
appropriate accountability structures and anticorruption
measures be put in place, and should effective mechanisms
to assure stakeholder consultation, transparent procurement
processes, open access to information, contract monitoring
and appropriate risk transfer be activated. The ultimate
attraction of PPPs is not satisfying the demand for public
collaboration with the private sector, but increasing efficiency
and innovative service delivery, and ensuring value for money
through good practices in procurement management.

FOOTNOTE

'These are public management policies that have been
applied since the 1980s and that aim to modernise the
public sector and render it more effective by emphasising
the centrality of the citizen and of accountability for results.
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