











which borders between pro- and anti-privatisation arguments, one can safely
conclude that, the literature review and interviews conducted with regard to
the Queenstown management contract, in particular, points out that PPPs are
rather the preferred option by both former apartheid and the current
government. The legislative and economic policy framework supports and
encourage the implementation of PPPs. However, the study has proved that
government in general and municipalities in particular do not have the

capacity to regulate and monitor the implementation on such policies. As a

result private sector has been ¢ ership relations. The fact that
such relationships had to be 1 a result of a reality that the
private sector, by its nature partnership arrangement that

provides profit for them. nvuepartment of Constitutional
Development and latﬁ the Na%iqglal "lircigsuf;{ i_efg%rgsed that there were
many weaknesses with thq@gggggmmmgt@ﬁ@@d tried to ensure through
their guidelines and regulatory framework that these weaknesses are dealt
with. However, the study also demonstrates that, despite the fact that
government did not provide adequate support to the municipalities to
manage the process and content of private sector partnerships; it has also not
sufficiently addressed or paid attention to the public sector delivery options.
While the municipalities do have an obligation to explore public sector
options for service delivery, through corporatisation, the public —public

partnerships and other means, such options have not been encouraged.

In essence, the logic that drives the Public Private Partnership companies
does not practically correspond with public and social developmental
objectives of government, and the needs of communities. The study has

proved that the lack of administrative capacity in national, provincial and















....Investments in national public institutions must be balanced both by
the establishment of decentralised institutions at regional and local
levels and by encouragement to the private sector. Balanced
assistance of this sort is essential if excessive central control is not to
inhibit private and local initiatives (Uphoff, 1986: 2).

Concurrently, the conceptualisation, and the form of effective and efficient local
institu »nal arrangements for development and service provision became an

ideological debate amongst development practitioners, investors and donors.

Problem Statement

The first democratic governm rica was from the beginning,
confronted with the challeng ) and transforming the local
municipality into an efficient, ible and developmental local

government. New institutional modSJ#Slicies were needed to reconstruct

and transform the aMWé% &%mehféproaches capable of
delivering on the developmEpigbaasnda Phihg gpyernment, and to ensure that
services are delivered and extended efficiently to the previously disadvantaged

communities.

Many municipalities were faced with financial and institutional capacity
constraints. As a result of this situation, the national government initiated new
economic development policies and public management approaches that
promote the involvement of the private sector in the provision of services and
management of development initiatives. Municipal Service Partnerships, in the
form of Public Private Partnerships were promoted as preferred institutional
models for delivery of service to communities. Water and sanitation was the first
sector to be affected by the introduction of these forms of partnerships, in the
form of various management contracts between the private sector and
municipalities in the Eastern Cape.


















CHAPTER TWO
PUBLIC- PRIVATE PARTNERSHIP CONCEPTUAL FRAMEWORK
Introduction

An attempt to conceptualise Public Private Partnerships has to draw from

McDonald and Ruiters’ (2005) argument that one of the biggest conceptual

hurdles or the point of departure isation is that all forms of PPPs
or municipal service partnersh 1 as a social intensification of
capitalism, and a : ift in sta iships rather than just a mere
collection of particular corporati - partnering in the management

of providing a public service. They < at, with regard to the provision of

water services the ngﬁQ f@lp@w @T 'F’(Bf'd"HM‘é a trend towards the
commercialisation of water Mpﬁ\@t%@g@@ﬁﬂ@jvement.

...the trend is clearly towards increasing privatisation and
commercialisation, particularly in the form of public sector corporatization
where publicly owned and operated water systems are managed like
private businesses, leading to harsh cost recovery measures such as
repossessing houses, water cutoffs, prepaid meters, and drip-valves that
restrict water supply to the poor; all of which have spurred widespread civil
insurgency and citizen disengagement (McDonald and Ruiters, 2005:14).

That defines the context of conceptualising public private partnerships in general.
Definition of Concepts- Public Private Partnerships
In the South African context and in terms of the National Treasury regulations

man il, Public Private Partnerships or PPPs refers to a commercial transaction

between an institution and a private party in terms of which the private party:
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transfer of ownership and control of resources from public to private hands (Mc
Donald and Ruiters, 2005: 19-21).

Cost Recovery

The cost recovery concept defined within the context of provisioning of services
is according to McDonald and Pape (2003:18) the recovery of all or most of the
cost associated with providing a particular service by a service provider. For
publicly owned service providers, this may or may not include a surplus above or
beyond the cost production, w-~-~~~ #~- ===t~ gactor providers it necessarily
includes a surplus (i.e profit). 2> objective is to recoup the full
cost of production.

The New Public Management

The New Public Management (NMed as a problematic concept that
refers to a set of methbd§ldMetifiukiugsOiiat de kelihetlly part and parcel of any
given public sector manageddEterm. Aceordinyg 16 Hoggett (1994) the NPM
more broadly, refers to a collection of more flexible strategies in terms of service
delivery and human resources. Terry (1998:195) regards the NPM as the product
of the liberation management and market driven management approach to public
management. On the other hand Osborne and Gaebler ( 392) add that market-
driven management is guided by neo-classical economic belief in the primacy of
markets and of private sector management. Cerny (1997a: 266) concludes the
discussion by stating that NPM refers to marketization of public services, usually
facilitated by decentralisation strategies that introduce, intentionally or otherwise,
market values into the public sector management (Dempsey, Year: 33 - 37).

Forms of Public Private Partnerships in Water Services Provision
The term privatisation when applied as a generic expression provides a range of
varying degrees of private sector involvement in the provision of public services.

The literature on privatisation covers a wide range of interpretations and
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- encouraging wage restraint by organised workers;

- creating a more flexible labour market, possibly by deregulating certain
categories of skilled work and exempting small businesses from aspects of the
new labour regime; and

- speed up privatisation.” (Marais, 2001:162-163).

In a nutshell, the strategy put more emphasis on economic growth on the

shou lers of the private secto private investment, and service
delivery through public- private ips. The argument was that the
state would in that way be & ending, mobilise private sector

capital, and reduce state deb' in many ways the successful

entrenchment of the @q—ﬁv@i@ﬁwa@q alé"éli-chfm growth path for South
Africa. This fact was alsé “4ftutféd to by ttie €astern Cape Socio Economic

Consultative Council (Ecsecc) research report (1999):

Many of the strategies of GEAR are those of neo-liberal economists in other
countries- economic liberalisation, deregulation and privatisation. The private
sector is seen as the engine of economic growth, within the context of an
open, export orientated economy, which is sufficiently de-regulated and
flexible to allow South African industry to become internationally competitive.
(Ecssec, 999: 14).

The report further states that GEAR identifies the need for a process of the
res ucturing of state assets, with privatisation a part of this. It talks about

restructuring as involving both total and partial sale of state assets. It also
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extraction/export-oriented open markets;

the role of the state is minimized;

privatization is encouraged as well as reduced protection of domestic

industries;

lowering the value of currency, increased interest rates, “flexibility” of the labor

market, and the « mination of subsidies such as food subsidies; and

attractiveness to foreign investors by reducing or removing various regulations

and restrictive standards.

The South African governmi untouched by the neoliberal

prescriptions and policy direcuvvme route taken by GEAR as an

economic deVelOpm@ﬂMliWegth@[ﬂoHecf { an early stage. This

economic and devi >pmert ity shift and the role of the international financial
institutions was well illustrated by FitzGerald and Munslow (1999),

In the first year of democratic rule under the ANC/NP/IFP government of
national unity (GNU), the RDP seemed to provide an icon for the new South
Africa. Yet, astonishingly, this icon was consigned to the back seat in less than
two years....the RDP office was virtually abolished in March 1996, and the
RDP itself effectively replaced as the strategic development centrepiece by the
plan for Growth, Employment and Redistribution (GEAR) in mid 1996.....

Further, explaining the rise and fall of RDP, FitzGerald and Munslow ( 299)
stated that,

...the Central Economic Advisory Services (CEAS) played a significant role in
the drafting of e Green Paper along with the Development Bank of South
Africa. The CEAS argued that the development and the reconstruction process
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Sub-section 2 further provides that, “A municipality must strive, within its financial
and administrative capacity, to achieve the objects set out in subsection 1
above.” (Constitution of the Republic of South Africa, 1996: 103)

This broad mandate has in deed stretched municipality, who are expected to
perform and achieve such objectives using their local revenue and economic
base. As such national government’s role has been limited in providing support
and monitoring in terms of legislative framework and policies, that encourage
local authorities to seek private :nt for service delivery provision

and local economic developme

Describing the situation, the Depvvater Affairs and Forestry (DWAF)
White Paper, (1994), gtﬂwm W quwt:iﬁ'ﬁ'fewere confronted by a
huge backlog in infrastructurts dentstopthént. Kiére tan 12million South Africans
do not have access to clean drinking water, 21 million people do not have access
to adequate sanitation, 17 million people have no electricity, and 8 million have
no formal road access to residential areas. This backlog is increasing as
urbanisation increases, placing an increasing burden on the finances of local

authorities. (Ecssec, 1999: 22).

Despite the argum 1t that, according to the department, between 1994 and
1999, through these various initiatives (PPPs), access to water has been
extended to more than 3.1 million people in about 1,025 projects, the delivery

rate seems not to be catching up with the demand (Sowetan, 17/2/99). However,
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CHAPTER FOUR
THE LEGISLATIVE POLICY FRAMEWORK FOR

MUNICIPAL SERVICES PARTNERSHIPS

Introduction

The socio- economic policy shift towards a neo-liberal approach inevitably

translated itself into a legis framework that informed the
developmental path for local service delivery. The transition
from the apartheid era to the riod was marked by theoretical

debates and ideological shifts 'anti privatisation and community

driven development @Hmfgf?y’l@fbﬁaﬁﬂrgg@aﬁon service delivery

models which were eventualfy &dopted.

Legislative Policy € ifts in Municipal Service Delivery

Outlining the shift in the legislative and policy framework for local government
and service delivery, McDonald and Pape (2003) mention that, during the early
1990s there was a lot of engagement by the Mass Democratic Movement (MDM)
structures, articulating a post-apartheid local government and service delivery
approaches. For example, the Congress of South African Trade Unions (Cosatu),

in an Economic Policy Conference held in 1992 indicates:

There must be a redistribution of resources and power. This will have to be
done by a process of state intervention combining nationalisation, anti-trust

legislation, and other forms of legislative intervention including price control. A
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The New Public Management Policy Approach- Outsourcing

The other dimension of this legislative and policy shift is an argument which
advocates and promotes the New Public Management (NPM) approach to
development management and delivery of service. The NPM is defined as a

product of the liberation management and market-driven management

approaches to public manage rrged within the context of the
global neoliberal approach to e nent. In a critique of the market
dominant model of government 3: 18) noted the claim made by

Osborne and Gaeber that, "wvvmg ‘towards a new form of

entrepreneurial goverllmﬁrit\y@i:@lf}mgf %ﬁnﬂacrése public resources in

a new way to maximise protidetfityant effedtiiréness simply mimics much of the

private sector literature.” (Dempsey, YEAR: 35)

lllustrating this global public management policy shift, Cerny (1994b:339) states;

By attempting to adapt to globalisation, states are being transformed into
Competition States, regardless of the force of ideas. In tandem with NPM, the
Competition State encourages the marketisation of public sector, while
ignoring local political and administrative cultures. As a global phenomenon,
the NPM model clearly entails ‘the undermining of public sector character of
public goods and of the specific character of specific assets, i.e the
privatization and marketisation of the political economic structure...
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cannot be conclusively seen as a new paradigm shift in public administration or
management. However, there is strong evidence that it marks a new discourse in
public policy making and organisational development approaches. New
organisational te niques and public management approaches are characterised
by market and commercial business principles commonly associated with the

private sector.

The Regulatory Policy Frame arvices Provision.
The liberalisation of the water s ca was introduced by the partial
legislative shift, which led to tt 1e Water Services Act in 1997.

McDonald and Ruiters (2005) argt'

After decades @ ﬂw@rg}[ ?W@Wtﬂ d)féey sectors of the
economy, the Africanji}bqji@phle?oﬂgrg@ BINen @pruptly moved towards a

marked-friendly policy position in the early 1990s, with the new South
African Government committed to open market and privatization... The ANC
signaled its legislative commitment to water commercialisation and
privatisation shortly after coming to office in 1994 with the adoption of the
Water Services 'olicy in November of that year, stating that the department
(of water affairs and forestry) will consider proposals for the private sector to
provide services where these may be in the public interest and where this
approach is supported by the community concerned..”(2005: 24, 25, 26)

Althou: 1 this was not the first time for government to legislate private sector
involvement in the provision of services, it was the first time for the ANC to
engage the private sector in service delivery. In the 1980s the apartheid
government had introduced broad-based legislation allowing for the privatisation

and deregulation of services. The National Water Act of 1998 including several
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of profit driven provision of essential services is that it exacerbates social
exclusion. Those who can afford the cost of private sector goods would have
access to water and quality service, and those who cannot afford will be

automatically excl led and not catered for by this system.

In South Africa, the socio- economic context also played a major role in

determining policy directions and shift in as far as the provision of water services

to the majority of people wt storically marginalised by the
apartheid government. Most v schemes are spearheaded by
municipalities and focus more ¢ | of managerial and operational

functions to the private sector. In r'he functions that are transferred to
private companies are mﬁ%ﬂfgypgfopt@qufaggent, strategic planning
and maintenance. The bulk o#tfig infrastructuré ard assets remain in the hands
of the public. The institutional arrangements for such privatisation initiatives are
always in the form of management contracts for a specified period. These
contracts range from small to large involving multinational companies hired to

manage water services provision on behalf of municipalities.

The theory and practice for Public Private Partherships in water services
provision has brought a number of changes in terms of power relations, structural
relations, and policy initiatives within government, communities and the private
sector. There is no doubt that the South Africa water privatisation processes are

driven and promoted by local and international private sector companies which
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supplier to ensure water provision even if the household is unable to pay for
prepaid consumption.( Mc Donald and Pape,2003:32)

4. Blind Ideological Position
McDonald and Pape state that one of the reasons for cost recovery efforts in
South Africa are based on a blind ideological faith in neoliberalism, with no

thorough analysis of the cost and benefit of cost recovery, and no effort given to

explore other alternatives otl sector involvement in water
provision. Local government | ing to Mc Donald and Pape,
virtually silent on the dramatic ¢ vernmental transfers, effectively

accepting its fate of unfunded mcvnas been pushing hard to collect

the full cost of municiwﬁwgﬁﬁsp%&%wﬂ%tate for a larger slice

of the national budget (2003: 42§

5. Harsh Measures

One of the main prol 2ms and concerns associated with the cost recovery theory
in South Africa are harsh measures adopted by municipalities in enforcing
communities to pay. The failure of the Masakhane Campaign led to harsh ways
of enforcing consumers, such as legal action, threats of eviction, cutoffs, physical
intimidation and abuse. For example, Members of the Soweto Electricity Crisis
Committee in Johannesburg were shot at in front of the mayor's house in April
2001 as they protested against cutoffs. “Some families returned from work to
discover their homes auctioned for non-payment of services, with their

belongings on the streets,” (Mc Donald and Pape, 2004:31).
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