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Introduction  
 

This discussion paper has been developed in a series of four papers under the title:  

“Innovative Instruments for Local Infrastructure Funding in South Africa”.  

Each of the four papers deals with one specific instrument. Those other ones are on:  

 Tax Increment Financing;  

 Municipal Bonds;  

 Municipal Pooled Financing.  

So they start with the same problem statement; which in essence is:  

There is too little local infrastructure funding in South Africa; and the given funding is 

not as fair, equitable, efficient or effective as possible.  

What the four papers also unites is that they have been written in the spirit of “Action 

Research”. Action Research aims at solving an acute social problem by guiding a reflective 

process of suitable knowledge creation in a community of practice. This type of research 

invites stakeholders for active participation in a social change process. There are thus two 

processes in inter-connection and inter-action:  

Knowledge creation ↔ social change.1  

The more specific question that we ask here is:  

How can PSSPPP contribute to make (local) infrastructure funding more fair, 

equitable, efficient and effective?  

This fourth piece of Action Research has also been developed in a cooperation between 

SALGA and GIZ. Other stakeholders have been included. I cordially thank all of them.  

However, the full potential of real progress has not yet been realized. The Action Research 

process therefore needs to go on. All stakeholder are still cordially invited to participate.  

 

General Description of PSSPPP  
 

“Pay for Success in Social Public Private Partnership (PSSPPP)” is a partnership between 

public and private sector entities to achieve specific social goals by providing specific 

services, and in which the providing partners are paid according to successes.  

                                                      
1 For more see: Burns (2007); Greenwood/ Levin (2007).  
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The basic rationale of such a partnership is to institutionalize the cooperation between 

entities that have each an own identity, follow a specifically adapted logic and have 

particularly relevant strengths. The central institution of a PSSPPP is its contract; which in 

particular stipulates:  

 What the social goals are;  

 What the measures to achieve them are;  

 Which tasks are assigned to which partner;  

 What the rights of a partner are;  

 What the responsibilities of a partner are;  

 Which resources are required;  

 How resources are procured, developed and used;  

 How success is measured;  

 How success translates into payment/ gain;  

 How failure translates into loss.  

The typical participants of a PSSPPP are:  

 Government: The main owner of the social goals. Thus it initiates and leads the 

partnership.  

 Service providers: They implement the measures that are intended to achieve the 

social goals.  

 Investors/ Funders: Under agreed terms, they provide financial resources for the 

partnership.  

 Intermediary: Helps to transform conflicts between participants into common 

achievements.  

 Evaluator: Measures and interprets achievements according to pre-set indicators 

and methods.  

 Beneficiaries: They receive the services and give feed-back on how they assess their 

qualities.  

A PSSPPP seeks to combine the relevant knowledge of different partners out of different 

sectors to achieve a social goal in an efficient manner; which means:  

 A pre-determined social goal is achieved with a minimum of resources; or  

 A maximum social goal is achieved with a pre-determined amount of resources.  

The partnership thus takes place in at least three spaces: a social, an economic and a 

political one; as for instance:  

 The decision to initiate a PSSPPP is political.  

 The main goals are social.  

 The measures are chosen and used economically.  

 The government is a mainly political partner.  

 The service providers and the investors are mainly economic.  

 Intermediary, evaluator and beneficiaries are mainly social.   
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In a rough model of a PSSPPP, there are 6 tasks to fulfil:  

1. Design (Ds); 

2. Construction (C);  

3. Operation (O);  

4. Maintenance/ disinvestment (M/ Dv);  

5. Financing (F);  

6. Monitoring and Evaluation (M&E).  

Different types of PSSPPP are derived according to whom is assigned a specific task:  

1. A political (pl);  

2. An economic (en); or  

3. A social player (sc).   

Hence, in this model there exists a set of 3!6 (3 factorial to the power of 6) types, which 

equals 46656.   

One further derived, plausible and proven model is:  

Ds C O M/ Dv F M&E  

pl > en En en en > pl  En Sc 
 

To give an example:  

Municipality P seeks to strengthen the social cohesion in its community. In particular, they 

want to give wheelchair users better opportunities to engage in the community life. As a set 

of measures for that, they envision an events centre in a park. For it’s realization, the 

municipality already owns a very special parcel of land. It lies between the museum and the 

business suburb and is well connected to their infrastructures. In the middle of the parcel, 

there is a hill that offers an impressive view. The events centre could surely be built on the 

top of it. However, to keep the centre easily accessible for wheelchair users, there would 

need to be some specific means of transport, as a cableway, for instance. The municipal 

development office assesses how such a project could be realized best. They state that the 

municipality lacks some resources to realize it by themselves. Those are in particular:  

 Financial funds for construction;  

 Knowledge about events management; 

 Knowledge about cableways;  

 Capacities to operate and maintain a multi-functional centre.  

The development office sees the potential to get support from:  

 A socially oriented landscape architect (LA);  

 An experienced and performance-oriented building construction company (BCC);  

 A highly renowned and performance-oriented events manager (EM);  

 Socially responsible investors (Inv);  

 An integer and diligent mediator (Md);  
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 An evaluator who is specialized on social matters (Ev).  

The office therefore proposes to realize such a project in a PSSPPP. The basic model that 

they prefer is:  

Ds PrM C O M/ Dv F M&E  

Mp, LA  Mp, Md BCC EM BCC  Inv Ev 
(PrPl: project planning; PrM: project management; Mp: municipalitiy) 

  

A Procedural Model  
 

A PSSPPP can be highly complex. This can be, for instance, due to:  

 The technical requirements of the project;  

 The interdependence of measures;  

 A lack of mutual understanding between the partners;  

 Divergent interests of the stakeholders; or  

 Uncertainty about the economic and social environment.  

Thus, in order be successful, a PSSPPP will have to follow an adequate procedure. This 

procedure will be strict enough to give partners and stakeholders clear guidance but also 

flexible enough to allow for changes of actions when the internal or external conditions 

unexpectedly change. Our basic procedural model looks as follows:  

1. Initiation: The initiator can be any stakeholder with the right idea and engagement; 

so not only the government but also a social entrepreneur, for instance. The steps to 

be taken are:  

a. To develop an idea on how social conditions can be improved by a PSSPPP;  

b. To lead and gradually broaden a rather informal discussion; 

c. To collect, consolidate and re-direct feedback;  

d. To conclude when a workable consensus has been achieved.  

2. Project statement: This defines the basic parameters of the PSSPPP. They determine 

in particular:  

a. Which values underlie the project;  

b. What the main goals of the project are;  

c. What its main methods are;  

d. How it relates to a higher social and economic planning;  

e. Who the owners of the project are;  

f. What rights and responsibilities they have;  

g. Which types of resources are needed and how they can be obtained.   

3. Establish supervisory board: The supervisory board defines the strategic approach 

of the PSSPPP and supervises its implementation. It therefore takes over the 

following, more precise functions:  

a. Design governance structure;  
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b. Lead in stakeholder dialogue;  

c. Appointment of project team members;  

d. Definition and monitoring of due diligence;  

e. Approval of deliverables;  

f. Financial monitoring.  

4. Establish project team: The project team manages the PSSPPP until its conclusion. 

This means that it plans, organizes, executes and controls the internal and external 

interactions and transactions of this partnership.   

5. Define project deliverables: The supervisory board defines – in consultation with the 

project team – what it basically wants to get out of the partnership and what it is 

willing to invest in or contribute to it. Although its (social) goals might be rather soft 

in nature, the board will try to conceptualize or formulate the deliverables as hard, 

as tangible, as measurable as possible.   

6. Feasibility study and cost-benefit analysis (FSCBA): The project team commissions 

or conducts by itself a FSCBA that is intended to give more clarity, more and better 

information about:  

a. How the PSSPPP can be implemented;  

b. What the costs and benefits of that would be.  

The main elements of such an FSCBA are:  

a. Needs analysis:  

i. What are the (social) needs to be met?  

ii. How do they relate to more general development plans and 

activities?  

iii. How do they relate to the project goals?  

iv. How is thus the target group defined?  

v. How committed are stakeholders to these needs?  

b. Options analysis:  

i. What options does the project have to realize its (social) goals?  

ii. How do they work?  

iii. What are their (social, economic, ecological and political) impacts?  

iv. What are the (social, economic, ecological and political) risks?  

v. How can the risks be managed?  

c. Calculation of Risk Adjusted Net Present Value (RANPV): 

i. Make and explain specific assumptions of the model;  

ii. Set parameters;  

iii. Calculate direct costs; 

iv. Calculate indirect costs; 

v. Calculate benefits/ revenues; 

vi. Calculate risk;  

vii. Calculate risk-adjusted NPV;  

viii. Assess sensitivity of values with respect to plausible parameter 

changes.  

d. Interpretations;  

e. Recommendations.  
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7. Stakeholder discussion and decision on FSCBA: Based on the FSCBA, stakeholders 

discuss from different points of view what the best options would be.  

8. Project plan: The project team sets up a plan for an optimal PSSPPP implementation. 

It stipulates:  

9. The objectives;  

a. The methods;  

b. The powers and functions;  

c. The types and amount of resources.  

The supervisory board discusses and decides on the adoption of this plan.  

10. Search for partners: This includes the following tasks:  

a. Description of the types;   

b. Determination of numbers and shares;  

c. Search for suitable candidates;  

d. Selection.  

11. Negotiation of contract: The partners negotiate the contents of a PSSPPP-contract. 

These contents are:  

a. Allocation of tasks;  

b. Allocation of rights;  

c. Allocation of responsibilities;  

d. Allocation of risks;  

e. Allocation of resources;  

f. Monitoring and evaluation criteria and structure;  

g. Consequence structure and principles; 

h. Provisions for unplanned events.  

In anticipation of conflicts, the mediator may already facilitate these negotiations.  

12. Conclusion of PPP contract: The partners sign a PSSPPP contract; which forms the 

basis of a new legal relationship. 

13. Establish contract management structures: On this new legal basis, institutions, 

structures are set up in order to better manage the partnership inside and the 

outside. Important institutions or structures are dedicated to:  

a. Partnership management:  

i. Corporate governance; 

ii. Trust and attitude; 

iii. Communication and information sharing; 

iv. Relationship assessment; 

v. Dispute resolution. 

b. Service delivery management:  

i. Regulation of performance;  

ii. M&E of performance;  

iii. Performance dialogue.  

c. Risk Management: 

i. Avoidance: eliminate, withdraw from activity or do not become 

involved;  

ii. Reduction: mitigate, isolate, hedge;  
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iii. Sharing: outsource activity or transfer risk;  

iv. Retention: accept and budget for it.    

d. Administration:  

i. Operations and recordings;  

ii. Financial and non-financial. 

e. Monitoring and Evaluation;  

f. Consequence Management;  

g. Change Management.  

14. Build service delivery structure/ social infrastructure: For the structure to be 

effective, at least two conditions need to be fulfilled:  

a. It is integrated into the already existing, well-functioning structure;  

b. It is understood and accepted by the stakeholders.  

15. Transfer or confirm ownership of infrastructure (I): Before the operational phase 

begins, it may be useful to transfer ownership from one partner to another. Such a 

transfer may shift rights and responsibilities to a partner that can derive higher 

values from them.  

16. Operate: In the operational phase, benefits are generated for the stakeholder. The 

partners may generate revenue from that. However, since it is a social service that 

they offer, the operational revenue may not fully cover the costs. Based on the 

contract and the stipulated performance indicators, the total revenue will be shared 

according to the measured performances/ successes.  

17. Transfer or confirm ownership (II): Before the project is concluded, it may be useful 

to transfer ownership again – maybe just back. In the conclusion, it will be expedient 

that the partner owns the structure, who now can best manage it on its own.  

18. Conclude: The conclusion of the PSSPPP can be a re- or a disinvestment. Which form 

it will take, is decided by the project supervisory board. In its decision, the board 

may be guided by the information that it has gotten from M&E. Inasmuch as this 

decision is particularly complicated and important, another cost-benefit study and 

another stakeholder dialogue should be conducted.2   

 

SWOT-Analysis  
 

Basically, strengths (S) and weaknesses (W) do not exist by themselves. They are related to a 

specific context in which they appear as such. The considered context can be theoretical or 

practical, in nature. The extent of a strength or a weakness would normally be measured or 

estimated in comparison to something that has a similar function.  

In our case, the strengths and weaknesses of a PSSPPP have been identified in the context of 

various social and economic theories and mainly in comparison to a social public project in 

which the service providers are chosen in an open tender process.  

                                                      
2 See: NT PPP Unit (2004); World Bank (2014). 
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Thus, the theoretical strengths of a PSSPPP are:  

 There is a more holistic approach in the planning and realization of the project; in 

particular, inter-connections and life-cycles are better considered.  

 The public sector can mobilize more and more specific financial and non-financial 

resources for its project.  

 The public partner can better integrate and use specific knowledge of the private 

sector.  

 The private sector gets more involved into social matters so that it considers social 

impacts more carefully.  

 The private partners are given stronger and more lasting incentives to perform.  

 The private partners are given more space to:  

o Use their own, sector-specific skills;  

o Develop project-specific capacities;  

o Develop and implement innovations.  

 There is more flexibility in the service delivery.  

 Partners can be made more easily accountable.  

 Risks can be better managed; as for instance, they are assigned to the partner that 

can absorb them best.  

 Based on a more comprehensive M&E, the efficiency and effectiveness of services 

can be improved.  

The theoretical and thus potential weaknesses of a PSSPPP are:  

 Partners can free-ride where there is only implicitness in the contract.  

 There are additional transaction costs. 

 By the influence of private partners, social goals might be neglected.  

 There is a lack of efficiency due to less competition.  

 The selection of private partners can be biased; in particular, they are chosen 

according to their political power.  

 Political inner-dynamics decreases the speed and quality of service delivery.  

 There is less control over the process.  

 Partners cannot be exchanged so easily when they fail.  

 The performance evaluation is deficient; which can mean that:  

o There are no suitable indicators for relevant aspects of the project;  

o The measurement of given indicators is difficult.  

The context in which a PSSPPP – with its specific strengths and weaknesses – find itself can 

be positive or negative. In the first case, we call it an opportunity (O), in the latter case, a 

threat (T).  

Typical opportunities for a PSSPPP would be:    

 Stakeholders have a good understanding of and high commitment to the principles 

of sustainability.  
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 There are external institutions that support partnerships for sustainable 

development.  

 There exists a good general relationship between the public and the private sector.  

 The social goals are rather easy to define and their achievements rather easy to 

measure.  

 There is good practice in generating and keeping special capacities and know-how.  

 There is high integrity and good conflict management; especially when conflicts arise 

out of the differences in logic of the different partners.  

Some typical threats are:  

 Partners just follow their own typical logic.  

 Communication breaks down.  

 There is no positive spirit that goes beyond the explicit regulations of the PSSPPP-

contract.  

 Impatience, distrust and pessimism cause partners to invest less.  

 The project is not sufficiently integrated into already existing structures and plans.  

 The benefits do not internalize; which means, there is no direct or indirect return for 

those who funded or created them.3  

 

PPP in South Africa  
 

Institutional Framework  
 

The South African government has made special efforts in developing an institutional 

framework for PPPs. However, there exists a divide between the national and the provincial 

sphere on the one side, and the local sphere on the other side.  

For the national and the provincial sphere, the Public Finance Management Act (1999) has 

become the basis of the PPP institutional framework. As its main element, the National 

Treasury (NT) issued Regulation 16 (2004). The NT-PPP-unit PPP Manual further elaborates 

on this regulation. This manual has been structured along the NT-PPP-Project-Cycle; which 

consists of the following 6 phases:  

1. Inception;  

2. Feasibility Study;  

3. Procurement;  

4. Development;  

5. Delivery;  

6. Exit.  

                                                      
3 See: Horesh (2000); Liebman (2011); Liebman/ Sellman (2013); Social Finance (2016); USAID (2006); 
Wikipedia (2017a) and (2017b); World Bank (2016).   
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The cycle is explained in 9 modules; of which at least two apparently have not been 

concluded.4  

For the local sphere, PPPs are based on the Municipal Systems Act (2000) and the Municipal 

Finance Management Act (2003). A respective elaboration of that base in a separate manual 

has been planned, but apparently not yet been realized.  

 

NT Regulation 16 on PPPs  

 

NT Regulation 16 brings clarity into two PPP issues:  

1. The meaning of key terms;  

2. Treasury approvals.5  

Ad 1)  

There are in particular three definitions that capture National Treasury’s general approach 

on PPP:  

“public private partnership” or “PPP” means a commercial transaction between an 
institution and a private party in terms of which the private party – 

(a) performs an institutional function on behalf of the institution; and/ or 

(b) acquires the use of state property for its own commercial purposes; and 

(c) assumes substantial financial, technical and operational risks in connection with the 
performance of the institutional function and/ or use of state property; and 

(d) receives a benefit for performing the institutional function or from utilising the state 

property, either by way of: 

(i) consideration to be paid by the institution which derives from a revenue fund 

or, where the institution is a national government business enterprise or a 

provincial government business enterprise, from the revenues of such 

institution; or 

(ii) charges or fees to be collected by the private party from users or customers 
of a service provided to them; or 

(iii) a combination of such consideration and such charges or fees; 

Thus, according to NT, the main characteristics of a PPP are that the private party:  

                                                      
4 See NT: PPP Unit (2004). The 9 modules have the titles: 9 Modules: M1: South African Regulations for PPPs; 
M2: Code of Good Practice for BEE in PPPs; M3: PPP Inception; M4: PPP Feasibility Study; M5: PPP 
Procurement; M6: Managing the PPP agreement; M7: Auditing PPPs; M8: Accounting Treatment for PPPs (to 
be inserted); M9: An Introduction into Project Finance (to be inserted).  
5 See NT: PPP Unit (2004), especially Module 1.  
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 Performs an institutional function – that is originally public – on behalf of the public 

party; and/ or  

 Uses a property – that is originally public – for its own purposes.  

From there, the questions may be asked:  

 What made the function originally public? And what makes the private party 

perform it better now?  

 What made the property originally public? And what makes the private party use it 

better now?  

 Can the private party better manage the financial, technical and operational risks? 

How? And why?  

 

“transaction advisor” means a person or persons appointed in writing by an accounting 

officer or accounting authority of an institution, who has or have appropriate skills and 

experience to assist and advise the institution in connection with a PPP, including the 

preparation and conclusion of a PPP agreement; 

Overall, NT gives the transaction advisor (TA) a large space in assisting and advising the 

public party. The condition is that the advisor has the appropriate skills and experience. 

However, NT does not specify what their goals and functions between the different parties 

should be.  

 Does the TA also merely follow own commercial interests?  

 What would be the consequences in a conflict between the public and the private 

partner?  

Thus, it becomes more difficult to define what the TA’s “appropriate skills and experience” 

would be.  

 

“value for money” means that the provision of the institutional function or the use of 

state property by a private party in terms of the PPP agreement results in a net benefit 

to the institution defined in terms of cost, price, quality, quantity, risk transfer or a 
combination thereof.  

This principle thus simply means that the public party should make a net benefit out of the 

PPP. A net benefit would normally be defined in terms of all the mentioned criteria (cost, 

price, quality, quantity, risk), together.  

In many PPP, it might be difficult to find out what the money is that the public party pays to 

the private one – to get value. In particular, as it remains based on the transfer of a 

function.  

In general, in a PPP, it would be also desirable that there is not only some value, a net 

benefit for the public party but that the benefits are shared fairly.  
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Ad 2)  

To run a PPP project, a South African public institution needs three approvals from NT; 

namely with respect to:  

I. The feasibility study;  

II. Procurement;  

III. The PPP agreements.   

Ad I.)  

Under point 4, Regulation 16 states:  

16.4.1 To determine whether the proposed PPP is in the best interests of an institution, 

the accounting officer or the accounting authority of that institution must undertake a 

feasibility study that – 

(a) explains the strategic and operational benefits of the proposed PPP for the 

institution in terms of its strategic objectives and government policy; 

(b) describes in specific terms – 

(i) in the case of a PPP involving the performance of an institutional function, the 

nature of the institutional function concerned and the extent to which this 

institutional function, both legally and by nature, may be performed by a private 

party; and 

(ii) in the case of a PPP involving the use of state property, a description of the 

state property concerned, the uses, if any, to which such state property has been 

subject prior to the registration of the proposed PPP and a description of the 

types of use that a private party may legally subject such state property to; 

(c) in relation to a PPP pursuant to which an institution will incur any financial 

commitments, demonstrates the affordability of the PPP for the institution; 

(d) sets out the proposed allocation of financial, technical and operational risks between 

the institution and the private party; 

(e) demonstrates the anticipated value for money to be achieved by the PPP; and 

(f ) explains the capacity of the institution to procure, implement, manage, enforce, 

monitor and report on the PPP;  

What the feasibility thus basically should do is differently structured and phrased:  

 To describe the strategic idea of the PPP;  

 To identify and quantify the public financial commitment and to check the 

respective affordability;  

 To propose an allocation of the financial, technical and operational risks;  

 To identify necessary and existing capacities of the public party to play its proper 

role in, especially to monitor and evaluate the PPP;  

 To assess the value of the project.  
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However, the results of a feasibility study remain dependent on the assumptions made and 

the methods used. The regulation leaves a wide space to the conductor to determine 

assumptions and methods. Maybe some more specific, more value-based guidelines could 

help to make such studies more realistic and practical.  

Ad II.)  

The regulation states under point 5:  

16.5.3 The procurement procedure – 

(a) must be in accordance with a system that is fair, equitable, transparent, competitive 
and cost-effective; and 

(b) must include a preference for the protection or advancement of persons, or 

categories of persons, disadvantaged by unfair discrimination in compliance with 

relevant legislation. 

Here, the regulation sets a strong value base – with a historical and social perspective. 

Nevertheless, it should be mentioned that PPP’s might incur special value conflicts. In 

particular, one can expect that it becomes more difficult to reach as much transparency and 

competitiveness in a PPP as one would have in a more open procurement process. But 

maybe gains in cost-effectiveness and fairness can compensate for that.  

Ad III.)  

The last approval is in particular regulated as follows:  

16.6.1 … accounting officer or accounting authority must obtain approval from the 
relevant treasury – 

(a) that the PPP agreement meets the requirements of affordability, value for money 

and substantial technical, operational and financial risk transfer as approved in terms of 

regulation 16.4.2 or as revised in terms of regulation 16.4.4; 

(b) for a management plan that explains the capacity of the institution, and its proposed 

mechanisms and procedures, to effectively implement, manage, enforce, monitor and 

report on the PPP; and 

(c) that a satisfactory due diligence including a legal due diligence has been completed 

in respect of the accounting officer or accounting authority and the proposed private 

party in relation to matters of their respective competence and capacity to enter into 
the PPP agreement. 

16.8.2 The relevant treasury will approve a material amendment only if it is satisfied 
that the PPP agreement, if so amended, will continue to provide – 

(a) value for money; 

(b) affordability; and 

(c) substantial technical, operational and financial risk transfer to the private party. 



15 
 

Due to the tighter, more intensive and dynamic relationship with a private party, a PPP 

requires special, rather untypical capacities from the public party. The NT sees such 

capacities in the effective implementation, management, enforcement, monitoring and 

reporting. It requires a due diligence process for capacity building. The NT only approves a 

PPP project, when “satisfactory” results can be shown. However, “satisfactory” seems to be 

a disputable norm for an administrational approval.  

 

The NT PPP Unit  
 

In 1997, the South African government established a task team to develop an enabling 

environment for PPPs. Some of the task team’s major activities were:  

 To learn from international experience, also by including technical and financial 

assistance from organizations for international cooperation;  

 To assist own, domestic, pioneering projects, which were related to: toll roads, 

security prisons, water services and tourism concessions;  

 To draft a strategic policy framework, which also informed Treasury Regulations;  

 To prepare the establishment of an institution for the facilitation and improvement 

of PPP projects according to common values.  

In 2000, a special PPP unit was established in NT.  

Its vision is:  

Facilitating and enhancing quality public service delivery by being a catalyst for 

efficient, effective and value-for-money best practice solutions  

Its mission is:  

 To enable National Treasury and provincial treasuries to effectively regulate 

PPPs  

 To evolve as a dynamic and sustainable center of excellence for PPPs  

 To drive PPP deal flow by identifying project opportunities that yield value for all 

stakeholders  

 To provide technical assistance to public institutions through project feasibility, 

procurement and management; and  

 To promote an enabling environment for PPPs by: 

o facilitating certainty in the regulatory framework  

o developing best practice guidelines  

o providing training  

o disseminating reliable information; and  

o driving black economic empowerment in PPPs.  

The PPP Unit is subdivided according to project sectors and functions that have particular 

relevance. As the relevance might change over time, the subdivision adapts. Today, there 

are for instance:  
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 Health;  

 Accommodation;  

 Education;  

 Energy;  

 Water;  

 Waste;  

 Budget Support; 

 Contract Management; 

 Project Development Facility; 

 Business Development.6  

Special support for municipal PPPs or PSSPPPs seems not to be offered.  

 

A South African Case: The Inkosi Albert Luthuli Central Hospital (IALCH) PPP    
 

At the end of 2001, the KwaZulu-Natal Department of Health (KZN-DoH) and the private 

party Implio Consortio signed a PPP on special services for the Inkosi Albert Luthuli Central 

Hospital (IALCH) in Durban.7 The special services were mainly about the up-grading and 

maintenance of medical equipment, information management and technology (IM&T) and 

hospital buildings. More precisely, they would get, for instance:  

 An electronic patient record; 

 On-line results reporting;  

 Electronic prescribing and recording of drug administration;  

 Digital imaging equipment;  

 A study on the specific potential tele-medicine.  

The projects net present value (NPV) of the capital investment was calculated as R 1 561 

million, the NPV of the operating costs as 1 460 million; which would create a value for 

money of R 370 million.8  

The IALCH project became the first PPP to be run under the specific PFMA regulations. Thus, 

it had to present, demonstrate, proof or explain to NT its:  

 Strategic idea;  

 Due diligence structure and capacities;  

 Management plan;  

 Public financial commitment;  

 Affordability;  

 Allocation of the financial, technical and operational risks;  

                                                      
6 See NT PPP Unit (2017-04).   
7 See NT PPP Unit (2001); USAID (2008).  
8 See USAID (2008), p. 16.  
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 Capacities in M&E;  

 Fairness, equity, transparency, competitiveness and cost-effectiveness in 

procurement;  

 Value for money.  

Indeed, the project managed to do that so that it got all the three necessary approvals from 

NT.  

It even became a strong example for other projects, especially in which other hospitals were 

involved.9 Some peer learning took place. To further promote respective learning, the NT 

PPP Unit commissioned a study to the Wits Business School about the IALCH PPP and two 

other South African hospital PPPs. In 2007, the study was published and presented the 

following success factors for PPPs:  

 Guidance by common values;  

 Systemic thinking about partnership:  

o Boundaries of partners;  

o Different identities;  

o Different logics;  

o Different codes; 

o Information filters;  

o Different development dynamics.  

 Involvement and commitment of experts and key decision-makers;  

 Setting of ambitious deadlines; 

 Definition of deliverables at the beginning of the project;  

 Risk sharing with respect to sustainability;  

 Structure, precision and consistency of the agreement;  

 Creativity;  

 Flexibility.10 

Nevertheless, starting around this time, the interest in PPP and the realization of such 

projects lost somewhat their intensity and dynamic.  

 

Conclusions  
 

PSSPPP is a specification of PPPs, having two special characteristics:  

1. It primarily follows a social goal.  

2. It pays a private partner according to the success of the partnership.  

                                                      
9 See NT PPP Unit (2011): PPP projects signed in terms of Treasury Regulation 16.  
10 See Wits Business School (2007a) and (2007b).  
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These two characteristics entail success factors that might be even more important and 

more demanding for a PSSPPP than for a general PPP.  

Some key, rather abstract success factors are:  

 Systemic (holistic) approach: The PSSPPP sets a social goal for itself to be dominant. 

Nevertheless, the social system that it creates remains highly dependent on systems 

of a different type. So there is also a political subsystem, like the government, and an 

economic one, like the service provider. Moreover, the whole system encounters 

economic restrictions, like fixed financial budgets. – Hence, the systemic (holistic) 

approach can help to reconcile the different logics out of the different spheres.  

 Sustainability: A social system may be more complex than other types. This is the 

case inasmuch as its boundaries are more sensitive, its codes more implicit, its filters 

more diverse and its developments more erratic. – To promote the development of 

the social system, interventions must be better conceptualized with respect to the 

norms of sustainability, must be more carefully executed.  

 Relationship management: The essence of a social system is about the relationships 

between living beings. Its task is to improve such relationships, to make them more 

stable, convergent, cohesive, effective or else. Furthermore, in a PSSPPP, a social 

system interacts with systems of a different type, with a different task and logic. 

There is thus a higher potential for conflicts in those relationships. – To make these 

conflicts productive, a proper relationship management could be needed.  

 Cost-benefit approach: In a social system, the elements – human beings – are free to 

decide within the limits of the system’s norms and rules. Thus, how they decide may 

also depend on mere expectations or feelings. It is therefore more difficult to predict 

what might be done next and what might cause costs or benefits. Moreover, the 

costs and benefits are more difficult to measure. – Hence, a good intervention will 

rather be based on a thinking of how unnecessary costs can generally be avoided 

and how to capacitate the members of the system to create benefits for themselves 

and others.  

 Monitoring and Evaluation: Systems need incentives to guide the behaviour of their 

elements towards the common goal. PSSPPP uses economic (financial) incentives to 

guide its economic members (service providers) towards its social goal. It pays them 

for social success. However, the translations and derivations from the social goal into 

economic incentives remain particularly difficult. – To make the incentives effective, 

it needs a steady M&E process, in which M&E agents select, measure and interpret 

their criteria in communication and agreement with the M&E objects.  

From there, one can derive rather concrete (initial) conditions under which PSSPPP will be 

more likely to be successful:  

 The PSSPPP fits into a well-established general social and economic development 

plan.  

 Public and private partners know, understand and trust each other.  

 Stakeholders understand the principles and concepts of PSSPPP.  
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 There are external institutions that help in capacity building, compliance, 

communication and conflict management.  

 The social goal and its related activities are easy to define, monitor and evaluate.  

 The PSSPPP works in an environment which allows it to get (at least indirectly) a 

return from its investment (internalization of benefits).  

The South African government has taken outstanding measures to create a proper 

institutional framework and an enabling environment for PPP. The institutional framework 

has mainly been developed under the PFMA with its specific NT Regulation 16. Technical 

support is offered by the NT PPP Unit. Thus, for PPP projects in South Africa, there already 

exist(s):  

 A “Generic PPP Project Life Cycle” (1. Inception; 2. Feasibility Study; 3. Procurement; 

4. Development; 5. Delivery; 6. Exit);  

 Treasury approval procedures (I. The feasibility study; II. Procurement; III. The PPP 

agreements);  

 Definitions of the key PPP terms (PPP, transaction advisor, value for money, etc.);  

 A PPP Manuel (9 Modules: M1: South African Regulations for PPPs; M2: Code of 

Good Practice for BEE in PPPs; M3: PPP Inception; …);  

 Support programmes (clarification of regulatory framework; best practice guidelines; 

training; dissemination of reliable information; black economic empowerment in 

PPPs).  

In such a framework and environment, a considerable number of PPP projects has already 

been realized. The number signed in terms of Regulation 16 as to November 2011 was 21. 

The very first one became the IALCH PPP project. This project became a strong example – at 

least – for those with similar goals, in a similar environment.  

Altogether, the South African PPP projects can be assessed as rather successful, since:  

 A lot of their goals have been achieved under the given values and conditions;  

 A lot of the experience has been gathered, checked and transmitted.  

However, in the last few years, the engagement into PPPs has apparently decreased. There 

still seem to be gaps in the institutional framework and the enabling environment. The three 

major ones might be related to the inclusion of:  

 Municipalities;  

 Pay for Success;  

 Social goals.  

Hence, the – public and private – promotion of PSSPPP – especially in the local sphere – 

might also help the national economy – with its basic economic principle, via a social goal, 

working mainly bottom-up.  
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