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I Investment in
transport infrastructure
is acornerstone for
acceleratingAf r i c a
regional integration

il Transport costs
remain very high
throughout Africa,
averaging 14% of the
value of exports
compared to 8.6% for all
developing contries.

1 As currentlyonly
27.6% of Af
million Km of roads are
paved (19% in sub
Saharan Africa, versus
27% in Latin America
and 43% in South Asig)
the need for increased
investment in this
domain is urgent.

11 Without effective road
infrastructure and
coherent coordination of
transport infrastructure
policies across African
bordersAf r i cad:
of world trade may well
stagnate at its current
2%.

BACKGROUND

Road transport infrastructure is critical for sustainable development in Africa

Roads are Africads dominant mode of
transport infrastructure and affordable transport services are indispensable in
so as to provide populations with effective access to social services and in o
unl ock the continentos i nvest ment
infrastructure projects generated a higher social rate of return in transport than
other sectot.As hi ghl i ght e dAfridary Econbnéc OGtIBARAED)
200506, improwed transport infrastructure has already accelerated many Af
countriesb6 progress t owar ds r eatAs
transport costs are a primary consideration for private actors when lo
economic activities, facilitating trapsrt can also enhance investment in the s
term. Ultimately, developing transport infrastructure is a cornerstone for accele
Africabébs regional integration, whi
across economic sectors by increasingrkat size, total factor productivity ar
economies of scale for potential investors.

However, transport costs remain very high throughout Africa, averaging 14%
value of exports compared to 8.6% for all developing countries, and even
around® % o f export val ue f or 1A56% fordValans,
52% for Chad, and 48% for Rwanda. These operational costs are directly rel
poor road infrastructure: a survey conducted in Kinshasa showed that transpc
costs were on a&rage two times greater on dirt roads than on paved roads, \
significant impact on food pricésAs currently only 27
kilometers of roads are paved (19% in -Sdharan Africa, versus 27% in Lat
America and 43% in South Asjajhe need for increased investment in this don
is urgent.

Road transport actually forms a central cog in national, regional and interne
trade. Without effective road infrastructure and coherent coordination of trar
infrastructure policeacr oss African border s, A f
stagnate at its current 2%. Poor transport infrastructure also rendeisointirsental
trade far more expensive than external tradine cost of trucking a 224 ton
container from Maputo taorthern Mozambique is nearly 2.5 times higher than
of shipping the same container from Dub&inderstandably, intraontinental trade
thus accounts for |l ess than 10% of
20% for the Western Hemispleeand over 40% for AsfaAs current transpor
operation costs far outweigh the road asset provision and management co
would be borne by investing parties (sometimes by a scale of 15 to 1), the ¢
investment in road infrastructure is clear.

1 OECD, African Economic Outlook 203006, p.67

2 bid, p.48

® Ibid; citing: Mi nt en,

trader s o

® |bid, p.54

Bart and Steve Kyle (1999), AThe effects of
wages: Evi ddouroatof Devetopmerit Bconorgid®l. @0adi6 4850 |,
4 OECD, African Economic Outlook 20@906 p.52
PartnéMedtipndoosfum, héi9APFO. November 2007.
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Road infrastructure needs more private investment

Private sector participation is essential if investment in road infrastructure is to
experience an upturn. Although the enormous gap between available infrastructt
the needs of the African palation cannot be bridged by public resources alone, 90
i nvest ment in Africabés transport i nf

ODA.” Funding is moreover needed not only for road construction, but for rehabilii
and maintenance;noaverage African countries still lack the budgetary resources
organisational capacity to adequately maintain more than half of the nationa
network® If private involvement isombined with government and business commitn
to regulation,not orly can it provide financial inputs it can durablyimprove access
affordability, quality and fiscal costs of transportation as well.

Fig. 1: Infrastructure financing gaps

100%

80% 7

60% 1

40% 1

20% 1

0% - T
ICT

Source: OECEDAC and World Bank PPI Database, 2006

B PP B ODA

needs

Percentage investment

B

Energy Transport WSS Total

Of all infrastructure seots, transport and water have long attracted the least pi
investment in developing countries. While private financing of African infrastructurt
surged since 2005, only about 10% of this rise has gone to tratfspatilicPrivate
Partnerships (PR are particularly rare in the road ssdctor, notably due to hig
perceived risk! To encourage private sector involvement, governments can p
central role regarding planning, safety, security, competition and regulation.

Nonetheless, investmenttimnsport in general and in road infrastructure in particular
increased in recent years: tReblicPrivate Infrastructure Advisory FacilittPPIAF)
notes that transport has become the fagpesting sector in terms of global priva
activity in infrastructure since 20050DA for transport is rising as well, particularly
Africa. From 2005 to 2006, I CA membe
rose from US$ 2.6 billion to nearly US$ 3.2 billih.

" This is even more true f@oad infrastructure compared with other transport infrastructurérsap
8 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1, p.30
°® OECD, African Economic Outlook 20@906

YAfrica Part ntMesehtiipn gF corfun,h ef0OAPFO. November

I Private sector
participation is essential
if investment in road
infrastructure is to truly
experience an upturn

1 Public-Private
Partnerships (PPPs) are
much fewer in the road
sector than in other
transport areasnotably
due to high perceived
risk.

" The commercial profit that will accrue to a private actor as a result of investing in road transport is difficult togweltictand in the road
sector is also highly subject to exogenous conditions.-inmame Africans moreover have a highcprelasticity of demand in this sector

(their road use will vary widely according to the price of road acc@&}D, African Economic Outlook 20e%006, p.55

2 Torres de Mastle, Clemencia and Izaguirre, Ada Karfifecent trends in private activity in if r a s t rPubtictPrivate Idfrastructure

Advisory Facility PPIAF). Gridlines, Note No. 31, May 2008.
3 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1
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Fig. 2: Telecoms dominant, transpot growing fast: Investment commitments to infrastructu
projects with private participation in developing countries by sector

Telecoms dominant, transport growing fast
Investment commitments to infrastructure projects with
private participation in developing countries by sector

2006 USS billions

Total

Telecoms

Source:World Bank and PPIAF, PPI Project Database.
Note: The investment data refer to commitments and include private afid poibtribution

While oil-producing African countries have concentrated the bulk of the investmen
some noroil exporters have substantially increased their rates of investment in
infrastructure. In 2006, SuBaharan Africa saw new private iaity in road transport in
Equatorial Guinea, Kenya, Nigeria, Sudan, and Uganda. The presence -ofl |
exporters in this list is encouraging as it suggests that extractive industries are nc
the overwhelmingly dominant driver of private investmienffrican road infrastructure
Although major obstacles remain, lessons can be drawn from these few successes

Also, whereas the regional scale was barely considered by investors and donor
few years ago, regional projects are attracting incrgaaitention today. The share
annual commitments to regional infrastructure projects by multilateral and bil
agencies has surged, from less thi$ 100 million in 2000 to nearlyJS$ 1 billion
(12% of total commitments) in 2086.The central role at Regional Economi
Communities (RECSs) mu st play in deve
clearly acknowledged.
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Source: ICA 2006 Annual Report, Vole 1, p. 24, chart 5

“nfrastructure Consortium for Africa 2006 Annual Report, Vol.1
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9 The share of annual
commitments to regional
infrastructure projects by
multilateral and bilateral
agencies has surged,
from less than 100
million USD in 2000 to
nearly 1 billion USD
(12% of total
commitments) in 2006



Box 1: Recent Trends in Forms of PubliePrivate Contracting for Road Infrastructure Projects

Private investment in road infrastructure entails new responsibilities for the private sector. Unlgkedfiarprocurement,
private actors must recuperate the costs of their investment relatively rapidly. What PPP contracting options are av
for securing a stable revenue stream for private partners?

Arise in BOT (Build, Operate and Transfer) concgens for road projects

9 Under BOT projects the private actor builds and finances the infrastructure, and operates and maintains it ov
concession period (280 years). The road is then transferred by the private actor to the government. Ekachjles
the Maputo Toll Road (3@ear concession since 1996).

I As a share of total investment in privatehanaged road projects in developing countries, BOT concessions havi
from 39% in the 1990s to 62% in 2006. These projects include both the stouction of new roads and the expans
or rehabilitation of existing roads.

fOperate and Maintaind (O&M) concessions and Mainte

These contracts are negotiated in order to ensure the good condition of already existing roagefRB@arte-based

contractg are increasingly frequent in this area, combining performance and traditional pay items. Amongst others,

Africa and Chad are designing PBC road concessions.

Financial Support for Private Actors during the AO
While most projects continue to rely largely on toll revenues for financing, various innovative schemes of governme
support can reduce the risks of demanthtility faced by private actors:

9 Shadow Tollingthe private sector collects tolls for the publictse and is then paid by the latter based on tra
volume and composition. The public sector thus directly benefits if traffic is higher than expected, and can
subsidies to the concessionaire if traffic is lower.

9 Availability Paymentspaid to the concessionaire by the government on the basis of the availability of required ce
(number of lanes in accegtitle condition, etc), regardless of traffic volumes.

9 Minimum traffic guaranteeghe government compensates the concessionaire if reveradfic volume falls below a
specified minimum. Inversely, if revenues are higher than expected, the concessionaire shares the surplu

government.
 Setting and adjusting tollrates Tol | s can vary accor di ngongestiontleveds, andig
the road usersdé abil ity tidra).p Bolf ratésamist herset bubhie theMumitial witldi

contract. Centralising revenue in an independent road fund moreover allows funding from large toll roads
operation costs on rural and feeder roads.

Source:PublicPrivate Infrastructure Advisory Facility (PPIAF) Toolkit for Partnership in PeBligate Highways.
http://www.ppiaf.org/documents/toolkits/highwaystoolkit/2_carac/22/22 .htm

Key challenges to address for increasing private sector involvement in road transport

While the challenges facing African governments are manifold, there is tremendous péoer
making headway in private sector invol verm
transport is picking up in an unprecedented manner; this presents governments with an
opportunity for addressing obstacles comprehensively sd as r educ e Af ri«
infrastructure gap. The major challenges to be addressed take three dimensions (for matrix f
Table 1,infra):

1 Creating an enabling environment for PPP success in Africa

1 Coordinating governing bodies at all leveds foad infrastructure in Africa

1 Ensuring that road infrastructure projects are genuinely sustainable and inclusive, mee
needs of the African population.

This paper seeks to determine how the above challenges can best be tackled, drawindrorsi
positive reform examples in individual countries and within RECs. The analysis also consid
OECD Principles for Private Sector Participation in Infrastructureuilding on a first application t
the water and sanitation sector carried out in728008°. The Principlesare highly relevant to th
transport sector and can provide useful guidance for policymakers (for a matrix application
Principles see Annex).

fPrivate sector prt i ci pati on in t he water sector . OECD cBeecckl i st

www.oecd.org/daf/investment/water



http://www.oecd.org/daf/investment/water
http://www.ppiaf.org/documents/toolkits/highwaystoolkit/2_carac/22/22_.htm

Table 1: Key challenges for public and private actors in the road transport seot

Governance in the transport sector

Role of African governments

Coordinating governing bodies at all levels for road transport

Role of international community (IC)

Coordination among transport sub-sectors and
ministerial bodies

Cooperation with air, sea, & rail projects;
Rationalise overlapping ministries.

Territorial governance

Clear responsibiligsharing among regional,
national & local bodies; effective
decentralisation.

Abiding by local jurisdictions and loking local

entitiesd6 financi al

Sharing PPP risks and responsibilities among public & private actors

Sharing PPP responsibilities

Fully understand PPP objectives; commit to
shouldering part of financing costs.

Sound project pgaration upstream; include
public actor in decisiomaking

Coordinating investment regionally

Regional transport systems remain poorly
integrated and inefficient; strong investment is
needed to strengthen crosborder links &
enable largescale intra-continental trade flows

Regional infrastructure projects by RECs (ex t
East Africa Trade & Transport Facilitation
Projecti EATTP). These need to be coordinate
continentwide. Programme overlap should be
avoided.

Rationalisation and coordination among
initiatives: the SuiBSaharan African Transport
Policy Programme (SSATP, WB), the AfBB
UNECA TransAfrican Highways (TAH)
initiative, etc.

Inappropriate institutional frameworks, poor
legal harmonisation within RECs.

Establish regional management committees.
Undertake legal harmonisation of transport
legislation, to facilitate regional project bids.

Encourage management committees (ex.
SSATP corridor management groups). Allocg
higher share of donor commitments to road
infrastructure.

Sustainability & inclu siveness

Sustainability

Role of African governments

Role of IC / private sector

Tackle poor maintenance postonstruction

Creation of autonomous road funds to overse
tolling and cover maintenance costs. Build
capacity for maintenance at the community
level. Preventive legislation (ex. axiead
controls, good drainage) to limit road
degradation.

Address environmental sustainability and acce
to share responsibility for road maintenance.
Ensure norexclusionary tolling to cover
maintenance costs. Retlibute tolkrevenue to
maintain less lucrative (secondary or feeder)
roads.

Inclusiveness

Avoid exclusion of secondary rural and
urban roads;

Exploit the
employment generation.

road sec

Monitor projects for affordable access to the
poor, inclusion of rural areas, & facilitated urb
mobility. Support domestic construction
industries and employment generation in
projects.

Address complementarities of transport means|
development of secondary roads. Include local
communities and locaontractors in project
design, construction and oversight.

Role of African governments

Role of international community (IC)

An enabling environment for PPPs
Appropriate legislative environment

Cumbersome economic legislation and lack of
transparency

Businessdriendly reform (exX2004 Lagos Roads
Law); transparency in information.

Set up mechanisms for communication betws
private & public actors.

Weak property rights & contractual law

Reinforce governanemonitoring units to
guarantee faicompetition in bidding

Ensure private actors honour contracts &
disclose all bierelevant information.

Sound public & corporate governance

Natural monopoly of road sector may be
abused; fiscal discipline and coverage of
maintenance costs may be overlded

Verify private sector outputs (ex. through
performancebased contracts). Toll revenue
managed by autonomous fund

Responsible business conduct; Emerging
economies are encouraged to accede the OH
Anti-Bribery Convention

Access to finance

Narrow local capital markets, limiting
possibilities of local refinancing for private
actors

Strengthen local capital markets, tidy up the
banking sector, encourage microcredit banks.

Consolidate regional infrastructure funds (ex.
EU Infrastructure Trust Fund) availaliter
public & private actors.

Lack of alternative sources of finance;
volatility of road use demand, uncertain
revenue streams for concessionaire

Offer alternative government financing.
Encourage interest of Sovereign Wealth Fund
pension funds in infgtructure.

Strengthen risknitigation tools and guarantee
mechanisms to facilitate private involvement
the road sector.




9 Difficult access to
finance, awkward
regulatory and policy
environment, and
inadequate
infrastructure, especially
electricityand roads, are
the three key factors

i mpeding fi
involvement in Africa

1 Businesdriendly
legislation remains rare
in many African
countries;governments
must credibly
consolidate regulatory
reform if they wish to
rai se Afric
a place to investin.

I Transparency in the
information released by
public and private actors
is also essential to
ensure that projects are
free from favouritism

CHALLENGE 1: CREATING AN ENABLING
ENVIRONMENT FOR PPP SUCCESS IN AFRICA

In a recent IF&ponsored survey, foreign investors cited three key factors impi
their involvement in Africa. In order of importance, these wtre:high cost of anc
lack of access to financéhe cumbersome regiitay and policy environment; an
inadequaténfrastructure, especially electricity and roai§hese responses strong
suggest that improving road infrastructure can generate a virtuous cycle of
investments in all sectors of the economy. They alghlight a crucial need fo
improving national policy environments and access to finance, as discussed be

1.1. Creating a conducive legal and regulatory framework

The cost of doing business in Africa is 30% higher than in any other re
Cumbersomeconomic legislation, weak legal systems, and a lack of transpa
which delay startip, all strongly contribute to these expenses. These factor
particularly harmful in the road sector, whevast startup and sunk costs fc
projects make investorhighly cautious.An enabling legislative environmerit

especially the protection of property and contractual rights, as notBdrimnjple 5
of the OECDPrinciples for Private Sector Participation in Infrastructureis a
prerequisite for engaging the yate sector as an agent for transport infrastruc
developmentAt the November 200Africa Investor Project Summibteld inLagos,
the Lekki Concession Company thosted that continuity of Nigerian public polic
had been critical to creating an enableryironment for private sector investme
and that the 2004 Lagos Roads Law had strongly stimulated its involvement
Lekki Toll RoadConcessiori! Underits Roads Sector Programme, Ethiopia ha:
turn significantly harmonised its practices concegnprocurement, documentatio
management and monitoring of projett$n addition to such reform®rinciple 7
recommends subjecting activities to appropriate commercial pressure, dismi
unnecessary barriers to entry, and strengthening competiisn Businesgriendly

legislation remains thin in many African countries, and there is still much rool
progres¥’; governments must keep reforming their regulatory framework if

wish to raise Africads profile as a

1.2 High standards of public and corporate governance

1.2.1 Transparency and good governance of the public sector

Private actors are often reluctant to engage in PPPs out of fear of an unfair t
and procurement process. Transparent upstream competition, beforestameare
even attributed, is essential for the good health of PPP®Rrifssiple 15 notes,
procurements should ensure procedural fairness and should provide stake
with all necessary guarantees and information. As the road sector takes the &
natural monopoly, adownstream risk of private investment is also that

monopoly power may be abuse®tinciple 6 encourages governments to estab
appropriate procedures to deter, detect and sanction corruption; this would in
both public andorivate sector integrity and accountability. Independent corrup
monitoring units, such as the Kenya A@orruption Commission (KACC), whicl

®OECD, African Economic Outlook 202906, p.394.

¥ The Lekki ConcessiorCompany Ltd (LCC) seeks to provide high quality road infrastructure along the Lekki Peninsular of Lagos. It has
established a PRMith Lagos State to design, build, finance and operate the Lekki Epe Expressway (49.4 km) and the Coastal Road (20km).

It is financedby the concessionaire, LCC, on a limietourse basis, with a 3@ar concession.
'8 The programme was agreed between the Ethiopian Roads Authority (ERA) and other stakéhfsiistracture Consortium for Africa

2006 Annual Report, Vol.1
existing business deficiencies @&fricaCanpditvaneseRepahch dept h
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1 Over a dozen African
countries now engage in
performancebased
contracting (PBC). This
could ensure thatrivate
involvement in transport
genuinely serves as a
means to reduce
Africads tr

1

I Narrow and illiquid
local capital markets
deter private actors
from investing in
transport infrastructure,
where starup costs are
high but returns,
although quite stable,
are relatively low and
long-term.

1l Forty African
countries introduced
investmentfriendly
regulatory changes in
2006, including banking
sector reform (as in
Congo or Nigeria) ad
easing registration and
taxation constraints on
new businesses.

monitors both public and corporate activities, reflect instructive steps in
direction. Transparency in thmformation released by both public and privi
sectors is likewise vital for sound project governanéh this in mind,Ghana is
centralising a transport database so as to make relevant data readily accessil
stakeholders by late 2088Similarly, Tanzania publishes annual transport statis
and regularly disseminates transport bulletins to stakeholders, and Niger has
a website pertaining to the sector.

1.2.2 Responsible business conduct on behalf of the private sector

Transparency mst be of course matched by responsible business conduct
publ icds needs ar e Prnaple 2@ with ftHei help ef
intergovernmental standards or instruments such as the OECD Guidelin
Multinational Enterprises. This includesdadssing social and environmental iss!
and fully involving local communities and enders from the initial phases
project design. Private actors could be held to account by using output/perforr
based contracts (PBCs, see Box 3); Rrfnciple 16 advocates, publiprivate
contracts should be specified in terms of verifiable infrastructure services
provided to the public. Encouragingly, over a dozen African countries how eng
PBC. This could ensure that private involvement in transpontigely serves as .
means to reduce Africabs transport

1.3 Access to finance for private investors

1.3.1 Strengthening local financial markets

If IFC survey respondents identified the largest obstacle impeding their involve
in Africa to be acess to financethis is primarily because local capital markets
extremely narrow and illiquid. This particularly deters private actors from inve
in transport infrastructure, where stap costs are high but returns, although qt
stable, are ratively low and longerm. In such cases, reliable local sources of
financing are essential. Strengthening domestic capital markets is therefore «
and can moreover facilitate investment and SME development locally. Cleani
the banking sectoaind phasing out obstacles to international capital movemen
Principle 8recommends, can likewise encourage private engageRmy. African
countries thus introduced investménéndly regulatory changes in 2006, includii
banking sector reform (as Congo or Nigeria).

1.3.2 Funds and other finance sources to support private actors

Al l owing for the government és fi ne
another avenue for i ncr eSuchiremds are emergirs
in Asia and Latin America, where various financial arrangements (suc
predetermined government payments) have been used to cover project costs
infrastructure® In addition to the innovative contracting options available (see
1), the development ofinfrastructure funds and other long term resoul
mobilisation schemes could also help mitigate the financial risk faced by pr
actors?® A pioneer in this domain, the Pdirican Infrastructure Development Fur
(PAIDF) was launched at the 9th Africkmion Summit in 2007 one road projec
is already being considered for future support. Similar effortbeireg made within

2y dzY | NE A Cadtrastidy Approach to Road Reforffise Case Study bfganda Experienée®

2002.

{{'¢t 5ArA80dAa&ArA2Y

2 SSATP Annual Report 2005

?|nfrastructure Consortium for Africa

2 3uch recommendations were notably made by the East African Community (EAC) in its Kigali meeting in June 2008.

 This publieprivate initiative aims to serve as a financing platform for infrastructure development, tapping resources from potential
shareholders such as pension funds and asset management firms.
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the international communitythe Emerging Africa Infrastructure Fund provid

J TECRE 0 Mai el investors in SuiBaharan infrastructure projects widppropriate longerm financing

infrastructure fundsand

other long term structures” and the EU Infrastructure Trust Fund for Africa seeks to impi
resourcemobilisation infrastructure and services along Trafsican road transport corridors
schemes could help . ip . . . . Lo . .

mitigate the financial Simplification or rationalisation of these initiatives may be neededssto clarify
risk faced by private the financial landscape for potential investors, and to effectively steer cash

actors. towards the road sector.

Novel and particularly sustainable sources of financing could also come
pension funds;igven i nfr ast r u ctthdongtednspropisioh asget:
these fundsare steadily gaining interest in the sector. TOECD/IOPS Global
1 If African governments ~ -Orum on Private Pensions, held in Mombasa in October 208ides valuable

effectively channel the insights in this domain. e high liquidity of African assets and eih low
numerous financial flows oo rrelations with global markets is also attractemerging market funds to tt
(ODA, SWFs, etc.) . . . .

towards road continent; these funds currently deploy near 10% of their portfolios in Af
infrastructure projects, Sovereign Wealth Funds (SWFs) likewise present enormous development po
;Z%gg:ﬁﬂgﬂ;ﬁ;te Emergingmarkets are also financially backing Africa in terms of OBAh i n
actors and attracting commitments within the ICA are surging, as are those from Arab banks and

investment towards the  (which now contribute 120% of total ICA commitmentsy.If African governments
sector will be greatly

enhanced. effectively channel thesanfincial flows towards road infrastructure projects,
potential for supporting private actors and attracting investment towards the

will be greatly enhanced

Box 2: Multilateral policy tools provide valuable guidance for private sector involverant i n Afri cads
infrastructure

The Public-Private Infrastructure Advisory Facility (PPIAF): launched in 1999 as a joint initiative of the governme
of Japan and the United Kingdom, PPIAF is a multidonor technical assistance facility created gmJuezhment
developing countries improve the quality of infrastructure through partnerships with the private sector. PPIABristne
World Bank Group's Infrastructure Action Program; members include bilateral and multilateral developmens ageh
international financial institutionsFor more information, seéttp://www.ppiaf.org/

The World Bank offers policymakers numerous tools for guiding private investment in road transport. This incluc
Resouce Guide for Performanebased Contracting (PBC)designed to help countries maintain their road netwa
currently, Chad, Tanzania and a number of other African countries are preparing bidding processes with the he
guide. In collaboration witfPPIAF, the World Bank has also launchedighways Toolkita handson analytical framework
to support local policymakers in assessing contracting, regulatory, and funding options for involving the private
developing, operating, and maintainimagdsF or t hese t ool s and others, see
and Highwayso section.

The OECD Principles for Private Sector Participation in Infrastructurelaunched in March 2007, therincipleswere
developed through a process ofsaltation with a broad group of public and private sector experts from OECD anc
OECD countries, as well as from nrgovernmental organisations. They are intended to be used for government asse
action plans and reporting, international-aqeraion and publieprivate dialogue, in conjunction with other OEC
instruments, such as the Policy Framework for Investment and the OECD Guidelines for Multinational Enterpris
valueadded of thePrinciples as guidelines for private participation infAf cads i nfrastructur
NEPADOECD Africa Investment Initiatvés 2007 Lusaka Roundtabl e, in the
this success, the 2008 Kampala Roundtable proposes to investigate erintdigles canbest support policymakers ar
private investors in the sector of road transgeot. the full Principles, seehttp://www.oecd.org/daf/investment/ppp

“Mat sukawa, T o mo k o Revievd of Rigk Meigation Ins®uines for IAfrastructure Financing and Recent Trends and

De v el o pTnendsiarsl @olicy Options, No.4. World Bank Budblic-Private Infrastructure Advisory Facility (PPIAF).

2 While over70% of all donor money to African infrastructure remains providethb AfDB, the European Commission and the World

Bank, these new actors may bring substantial fi nanclifrasguct¢rd ot h publ
Consortium for Africa 2006 Annual Report, Vol.1
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CHALLENGE 2 COORDINATING GOVERNING BODIES
AT ALL LEVELS FOR ROAD DEVELOPMENT

2.1 Coordination across transport stdectors and ministries

Due to the high interdependence among transport modes, road infrastructure |
cannot be carried out in isolation. Coordination among public authoriidading with
other infrastructure sectors (energy, water) and with transpoidestibrs (air, sea, rail
is crucial to ensure that every road project forms an active trading and migratory |
the continenf’ Mo z ambi que ds Maput oin thBi®respdctdtier380 ik
highway has been rehabilitated in parallel with the private operation of Maputo pc
with an upgrading of the rail link between Maputo and the bdfdés noted by
Principle 11, such intraransport coordination requiresattstrategies for private sect
participation in infrastructure be understood, and objectives shared, at all lev
government and in all relevant parts of the public administrafibis may require ¢
substantial restructuring of governance frameworks

This was the case in Zambia, wheraveak legal framework hagureviouslyprevented
the clear assignment of public responsibilities concerning road transport, and
performance targets were relatively vagueUnder the Road Sector Investme
Progpammés ( ROADSI P) government al reforr
and Za mb icanditen pgvedrdad network rose from 20% in 1994 to 609
2002*° Since 2005, fragmented ministerial bodies have furthermore been regr
under three agencies ammg t o cl arify the netwo?
Uganda, likewise, has fully restructured the Ministry of Work, Housing

Communications (MoWHC, which is granted regulatory and monitoring functions
the Ministry of Finance, Planning and Econombevelopment (MoFPED, no\
responsible for longerm investment programmes in the road sector and for func
oversigh ’Such rationalisations of respon
actors are indispensable; they show potential forighay unitary and representatiy
platforms for effective publiprivate dialogue.

2.2 Sharing PPP risks and responsibilities among public and private actors

2.2.1 Mitigating risk for the private actor

Road transport is perceived as a particularly fnigk sector. Given that road use deme
is highly susceptible to changes in exogenous circumstances, many PPPs hav
because demand risk was inappropriately assigned to the private partne
International Transport Forum stresses that risks fat prajects should be assigned
the partner best able to manage them, with private partners taking on only the ris
result from factors under their control (such as construction and project manag
costs). So as to adequately share these regjildies throughout projec
implementation Principle 3 advocates that governance structures be clearly estab
between public and private actofide proportions of equity and borrowing in proje

i Coadination among
public authorities,
including with various
transport subsectors
(air, sea,
crucial to ensure that
every road project forms
an active link with other
means of transport on
the continent.

1 nder the Road Sector
Investment Progname
(ROADSI P) 6s
governmental reforms,
Zambiaés go
condition paved road
network rose from 20%
in 1994 to 60% in 2002

Given thatroad use
demand is highly
susceptible to changes
in exogenous
circumstance, many
PPPs have failed
because demand risk we
inappropriately assigned
to the private partner.

1 fiPrivate participation
does not mean the
withdrawal of the staté
1 rather, strong
economic governance
and institutional capacity
are prerequisites for
effectively sharing risks
and supporting private
actars in project
implementation.

2" The EUAU Parnership on Infrastructure thus aims to promote interconnectivity of African transport infrastructures, particularly among

road and rail networks.

BAfrica PartnéMedtiipndoosfum, hédi9APFO. November
®Kumar , AXJordrgsting Approach t®Road ReformsThe Case Study of Uganda Experignce
March 2002.

%0 SSATP Annual Report 2005

2007.

SSATP

Di scussi on

%1 The National Road Development Agency (NRDA) oversees planning, procurement, supervision and monitoring; the NationatiRoad Fun
Ageng/ (NRFA) coordinates all relevant financial resources; and the Road Transport and Safety Agency (RTSA) controls transport

licensing and traffic controDECD, African Economic Outlook 20@906 p.61
22Kumar , AXJordrgsting Approach to Road Refornféie Case Study of Uganda Experignce
March 2002
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are also instrumental for sound financing. A 2007 @EEsession onpromoting
successful PPPs thus attribueca r t of t he Maputo Tol |

sharing of commercial risk by a wide range of investdtsAs the AEO 200956
summarises fApri vate participati onh e o’¢israthere
strong economic governance and institutional capacity are prerequisites for effe
sharing risks and supporting private actors in project implementation.

In this aim mitigation instruments are being developed by multilateraielscglich as thi
AfDB, MIGA and the World Bank. These instruments encompass not only comm
forms of risk, but risks of political and regulatory instability as well. As noted by
PPIAF, demand for political risk mitigation is now shifting from tranfigl political risk
coverage (which addresses risks of currency inconvertibility, expropriation, anc
disturbance) towards more commercial risk (breach of contract by the host gover
risks of public norpayment, etc). New coverages offered tfamee include: regulatory
risk (which results from adverse regulatory actions taken by the host govern
devaluation risk of the local currency; and subsovereign risk (in case of loss due 1
performance by the subnational host governments). Covethistype are notabl
offered by the AfDB, with coverage going up to 33% of total project cost and 5C
shar ehol de Pslfofurthere strengthened, these new tools can significa
facilitate investment in road infrastructure on the nationadlle

Regional and global guarantee facilities are also emerging to support private inv
The World Bank, MIGA, and thégence Francaise de Développemarg developing
the BOAD (Banque Ouest Africaine de Développement) Infrastructure Guai
Facility,® and the G8 has launched a contineitte initiative for guaranteeing bonc
against currency risk. These present sound first steps towards sustainably fir
private investments in larggcale regional transport infrastructure projects.

2.2.2 Makinghe partnership as constructive as possible for all actors involved

During the 2007 UNECE conference, the Development Bank of South Africa men
that private participation was often resisted by public sector officials, for fear of Ic
controlordite t o mi sunderstanding of the F
between the private and public sectors indeed constitutes another key elen
successful PPP®rinciple 13recommends that public authorities clearly communit
the objectives angriorities of infrastructure policies, and that mechanisms for pu
private consultations regarding these objectives be established. This could be acc
by better training and empowerment of officials; numeromagl management worksho|
have for hstance been helshder the SSATP i800420073" On the side of the privat
actor, full disclosure of activities can help to create mutual trust in the partnership.

Principle 10also notes that authorities responsible for privabggrated infrastructar
projects should have the capacity to manage the commercial processes involvec
engage on an equal basis with their private counterparts. This remark is e 5tiutiad:
governments must fully share PPP responsibilities, and cannot expect pat@te to
singlehandedly finance road infrastructure projects. Governments must acknov
that committed public financinig also a crucial part of road infrastructure developm

1 New mitigation

instruments(regulatory
risk, devaluation risk of
the local currency, and

subsovereign risk

are

being developed by
multilateral bodies such
as the AfDB, MIGA and

the Worl

d B

€ Regional and global
guarantee facilitiesare
also emerging to suppori

private investors.

v Effective

communicationbetween
the private and public
sectors constitutes
another key element of

successful PPPs

1 Domestic resour
spent on transport
infrastructure aver

ces

age

only 1% of GDP in sub
Saharan Africa far
below the average in

other developing
regions.

%3 20% equity and 80% debt, with support from four South African banks and from the Development Bank of SouthefnDBGza
UNECE sessionopr omot i ng succenssefxuperPiPePnscie si Afrr i RPaRviy, 58 Jume 200n f r ast ruct ur eo.

34 OECD, African Economic Outlook 20@906 p.60

®Mat sukawa, T o mo k o Revievd of Rigk Meigation Ins®uiments foi Infrastructure Financing and Recent Trends and
De v el o pTendsiarsl ®olicy Options, No.4. World Bank Butlic-Private Infrastructure Advisory Facility (PPIAF), p.5

% This facility offers three types of guarantee instruments which cover both commercial and political risks, thus proxitieg fle
guaranteeto small and medium infrastructure projects in the WAEMLAt s uk awa, T o mo k oRedawdf RdlaMitigatidn,
Instruments for Infrastructure Fi frendsandriPgicy®ptidns, Red World Badkratlicd s

Private Infrastructure Advisory Facility (PPIAF), p.33
"SSATP 2007 AnRragrads towbeds achievigg.the BTDP goal in relation to the ouipBsIF
main achievement, lessons and challenges (20040 7 ) 0 .
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private investment can then be leveraged on the basis of this finaumgently
however, domestic resources spent on transport infrastructure average only 1%
in subSaharan Africa, far below the average in other developing regions; f
commitments to the sector must be greatly increased in order to crediblyRRsk P

2.3 Multi-level governance: from the local to the regional scale

Just as much as other infrastructure sectors, the road sector requires-layemaiti
system of territorial governance. Due to the very nature of roads (which on the on
crossinhabited territories, directly affecting the lifestyles of individual communities,
on the other can form a vast network of regional and-zdrdinental exchange), loce
national and regional authorities all face crucial responsibilities in rogedcpmesign,
oversight and maintenance.

2.3.1 Territorial governance of road projects

Local authorities are an integral part of this governance structure; road projects n
designed in view of the specific needs of surrounding populations. Forn
decentralised governance may be successful for catering to local needs, espec
overseeing road maintenance. lsal authorities however often lack experts in rc
administration and engineering, specific training is vital for decentraliz&gidunction.
Equally crucially, the transfer of authority towards territorial bodies must
accompanied by a durable transfer of financial and legal resources. In Mozambic
instance, where authorities were expected to delegate oversight to territdtiies erfter
the Maputo Tol | % Rotahded sp rcoojnescttr uccu rdroemrit
Elsewhere, significath e adway has nonetheless bee
District, Urban and Community Access Roads (DURCAR) Strategy, the 199
Government Act of Uganda thus aimed to devolve maintenance services for
community, and rural district roads to local authoriffetB.e s pi t e t hi s
(no objective criteria determined the amount of funds to be disbursed per distri
example), it can provide valuable insight concerning the territorial organizatic
responsibilitiesThe international community and the private sector can also play
in strengthening territorial governance structures, by abiding by locafligtiess and
backing | ocal entitieséd financial anc

2.3.2 Regional coordination: Legal harmonisation of road transport
Beyond the local and national levels, road transport projects must crucially be dev
on a regional scale. Camtly most road infrastructure projects remain counémntred;

Africads regional transport corridor
missing links, and lack efficiency. This mutual isolation among projects severely
the resultngrads 6 soci al and economic benef

Regional coordination can notably enable African companies to exploit econom
scale and to become more competitive. Developing major-dastgnce roads alon
Af r i c ad sc oknetyi niemtt rad trade and transpo
most pressing transport priority. Recent G8, TICAD and SSATP action plar
highlight the crucial role of RECs in this; regional coordination may well hold the k
fully developingt h e potenti al of private i n
infrastructure.

®¥Mozambi queds MapseBlygeaN4 TminlceRsadn for a 503km road

9§ Just as much as other
infrastructure sectors,
the road sector requires
amulti-layered system

of territorial
governance

§ The 1997 Local
Government Actfo

Uganda, which aimed to
devolve maintenance

services for urban,

community, and rural
district roads to local
authorities, can provide

valuableinsight
concerning the

territorial organization

of responsibilities.

{ Themutual isolation

among road

infrastructure projects
(mostly countncentred
or poorly integrated at

the regional level)
severely limits the
resul ting

r

and economic benefits,

particularly for

landlocked countries.

l'inking

Maput

in the Gauteng. Since the highwayds compl eti on -seator irv€&tnéntib r af fi c |

Mozambique has surge@ECD, AfricanEconomic Outlook 2002006.

% Grant, Andrew J. and Séderbaum, Fredrik (eds). The new regionalism in Africa. Burlington, VT: Ashgate, 2003. p.78.
4 The DURCARSstrategy notably established Planning Departments for road maintenance at the district leladated aentral revenues
to subnational authorities through a system of conditional gr&ts.ma r , A &¢naagting Approach to Road Reformibe Case Study

of Uganda Experienece. SSATP Di scussion Paper No.1, March 2002.
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Box 3: There is a recent surge in donor commitments for supporting private secto
participation in Africads road transpi

i The TICAD IV Y okohama Action Plan (30 May 2008) identifies infrastructure as the topma
priority for boosting Africabés economic g
to focus on regional transport infrastructure, including roads and ports. Thid iecu: i p
financing and technical assistance for the planning, construction and improvement of re
transport corridors and international ports; supporting caphaitging for the management anc
maintenance of regional infrastructure; and prongpfacilitation of crossorder procedures such
as One Stop Border Posts (OSBP); and supporting technical cooperation for compreh
community devel opment along with road i nfi
ipromote, ssupmagrttheand®PP in infrastructure

9 The G8 Hokkaido Toyako Summit Leaders Declarationl 8 July 200 8) ack
development of infrastructure, in particular road and power networks, focusing omatarsl
solutions and coordination throughe Infrastructure Consortium for Africa together with priva
financingo is #fAcritical-ledecdnbmictgowthgaadc ahieaingith
MDGs 0 . Concerted G8 efforts are particutea
projects for developing regional markets. In this light the G8 launcHREGCapacityBuilding
Initiative at the June 2007 Heiligendamm Summit; this should enable RECs to acce
implementation of planned regional infrastructure projects for whintifg is already in place.

1 The Almaty Programme of Action (August 2003) was adopted at the Ministerial Conferen
organized by the United Nations ECOSOCOs
Developing Countries. This Programme of Action hadeaay reflected the internationa
communityods recognition of the key i mpor
development of landlocked and transit developing countries.

Regional transport projects have particularly complex legal imdias, however. The
involve harmonising the stances of multiple national ministries on a wealth of i
(technical agreement on engineering specifications, common bid requirements, et
generally require more time and funds than national orebdhprojects dé* As implied
by Principle 12 which recommends establishing mechanisms for epagsdictional
cooperation in infrastructure projects, legal harmonization is central to regional tra
development.

Firstly, countries must rapidly cadinate legislation concerningrivate involvement ir
transport infrastructure This remains a very delicate topic because governments
decide which legislation (national or regional) applies to private adgraoted by ar
observer of the OHADA (Owmnization for the Harmonisation of Business Law
Africa), even once regional business law has been formulated, its application is
resisted by competing national or swgional regulatory frameworK. Secondly,
legislation must be coordinated conteg transporuse toll levies should be regionall
consistent, and costly border controls (which can last up to 72 hours) need sigt
reduction. WAEMU and ECOWAS have thus jointly implemented a regional tre
facilitation programme since 2003, igmitising the adoption of a single road tran
document and the reduction of border contrbls. k e wi s e, u n d\enthernt
Corridor Transit Facilitation Programmethe EAC aims to reduce naariff barriers
along the Northern Corridbrand to estblish 14 additional onstop border posts ove
the next five years (one has already been created at Malaba, on thelUKsmga

“ Infrastructure Consortiunfor Africa 2006 Annual Report, Vol.1

1 Legal harmonization
is central to regional
transport development
as ransport projects

have particularly

complex legal
implications and require
more time and funds

than national or

bilateral projects do.

{ Decentralisation,
regulatory alignment,
and project
coordinationunder
corridor management
groups are therefore
promising steps to be
envisaged by African
policymakers.

“2\While the 1995 OHADA Treaty was for instance designed to replace national business legislations irAfoaBstountries, due to its

overlap with competing regional frameworks, to poor camstry communicatiorgnd to national resistances, Treaty application has been

suboptimalLohouesOble Jacqueline fiLe Trai t ® OHADA, 5 ans apr so.

CCEJ,

Les

43The Northern Corridor connects a number of landlocked countries includingdBwaganda, Burundi, and the DRC to Mombasa port.
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borden*These moves should further enhani
traffic already doubled between 199812003"

Decentralisation dynamics can also be highly useful for regional road projec
emphasised by th&E SATP6 s Second Devel opment
SSATP programmeshope to strengthen Regional Coordinators (RCs), granting
more autonomy for overseeing transit transgdit. h e S S A T-HGGCs (TR
Coordination Committees) moreover advocate setting up corridor management gr:
improve overall corridor performance; this has recently triggered the establishme
North-South Corridor transport operation group, which unites seven countries unc
continentos biggest c%Thisisdoajor meve mryadr
terms of continental harmonisation, and should encourage other regional road n¢
to follow suit. Decentralisation, regulatory alignment, and project coordination
corridor management groups are promising steps to be envisaged by /
policymakers.

2.3.3 Coordinating regional infrastructure projects and programmes

Overlap and duplidg@n of infrastructure projects presents a real risk on the reg
level. The harmonisation and rationalisation of transport infrastructure initiativ
imperative, and is gaining momentum under the guidance of the AU and NEPAI
Box 4). Atthe AlDBB s September 2006 Tunis mee’
establishment of a new fACoordination
the AU Commission, NEPAD Secretariat, the AfDB and the RECs, and attem
achieve better coordination amg them and with national governments.

Heiligendamm in June 2007, G8 leaders announced the launchR&CaCapacity
Building Initiative, in view of assisting RECs in moving forward on regio
infrastructure projects that have been planned and forhwiieding is in place. Th
initiative is to be merged with NEP
(IPPF), and in the long term should enable RECs to independently implement cont
infrastructure programmes.

Similarly, t he sHB LdoRlihaion REMnitte€ rumites most S
Saharan African RECs and seespecific regional organisations in the aim of be
coordinating initiatives across the contin&htvithin this framework, in March 2006 ke
players in regional transport resalivéo develop a regional consultative mechanism
corridor management groups. This facility would enable {oteridor exchange of be:
practices and experiences, avoid overlaps, and facilitate mubeaiBficial busines:
partnerships by promoting contjion between modes. Most innovatively, participi
states are also considering the establishment of a multinational corporate entity
by member states through pubtidvate partnerships) which would lead the manager
and operation of transporhfrastructure in the corridor netwotk.Such articulations
must urgently be followed through so as to limit the coupteductive multiplication
and dispersion of road infrastructure initiatives, and instead to make the most of
synergies.

1l The risk of overlap
and duplicationof
infrastructure projects
presents a real risk on
the regional level: if
conducted in isolation,
programmes suchs the
SSATP and the EATTP
can clearly be
counterproductive.

{ Theharmonisation
and rationalisationof
transport infrastructure
initiatives is imperative.

44 Harmonisation of regulations concerning axle load controls is also being envisaged, and a Comparative Transport CdisaiSaiyhewi

different investment options on the regional scaB@ATP Annual Rept 2005

“Africa PartnéMedtiipndoosfum, hdi9APFO. November 2007.
“ASSATP Annual Me-22007nQuagaddoudauoSSATR Werking Paper No.88.

7 |bid

“8 |bid

49 Adzigbey, Yao, Kunaka, Charles and Mitiku, Tesfamichael Nahugemstitutional Arrangements for Transport Corridor Management

inSubSaharan Africad. SSATP Working Paper No. 86
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Box 4: Potential for harmonising Af r ortdn&astauctureu |

Coordinating road infrastructure efforts: a leadership role for the AU and NEPAD?

NEPAD's Short-Term Action Plan (STAP) in infrastructure development: A two-pronged approach for th
development of infrastructure within the NEPAD (stmting of the STAP and of a complementary medtafong-
term strategic frameworlyILTSF) was proposed by the African Development Bank in 2001. The STAP oul
priority infrastructure projects and programs for 2@W®7. Attention is placed on the contt nt 6 s
infrastructure requirements, as well as on the policy, regulatory and institutional frameworks required to er
efficiency of regional infrastructure assets. The STAP and MLTSF are primarily based on the programme
RECs, and mvisage a major role for private sector participation in the development of infrastructure.

The African Union is seeking to develop a commdfaster Plan for infrastructure development This would
complement the NEPAD framework and correspond to the infictatre priorities laid out iNEP ADG6 s
Action Plan. This Master Plan should establish a single vision of dvosder infrastructure in Africa, b
coordinating priorities and by wuniting v ar beotor masie
plans) under a single infrastructure programme.

Tools and actors for the facilitation of regional project implementation

The East African Community (EAC) i illustrating the coordination capacity of RECs: Under the East Africar
Trade and Tnasport Policy Programme (EATTP), the EAC Secretariat, the Northern Corridor Transit Tra
Coordination Authority (NCTTCA), and the Central Corridor Transit Transport Facilitation Agency (TTFA)
received AfDB grants for strengthening their roleeégionatlevel policy, planning, harmonization, and coordinat
of transport infrastructure and trade. Similar coordination efforts are taking place in other RECs, such as the
ECOWAS.

NEPAD Infrastructure Project Preparation Facility (NEPAD -IPPF): Managed by the A
objectives are to assist African countries, RECs and related institutions to prepare regional infrastructure prc
programmes, develop consensus, and broker partnerships for their implementation. Other oljmttides
supporting the creation of an enabling environment for private sector participation in infrastructure, and su
targeted capacity building initiatives.

Infrastructure Consortium for Africa (ICA): established in 2005 following the Gleneag&8 Summit, the ICA
encourages a joined approach to meet AfQA o6csa 6fsi nuar
to projects which have an important regional impact has more than doubled since 2006, reaching $1.9 billio
(nearly one quarter of all financing).

I nternati onal initiatives backing Afri

World Bank: the Sub-Saharan African Transport Policy Programme (SSATP): Currently engaged in th
implementation of itSecond Developmentldh (DP2,20082011), the SSATP is a partnership of 35 Afric
countries, 8 RECs, AU/NEPAD, UNECA, and international development partners, that aims to channel t
infrastructure towards poverty reduction and regional integration. Private secesematives have been-aopted
on the SSATP board since 2007.
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I Due to poor
maintenance, many
African countries have
lost about half of their
road networks over the
last 40 years.

1 If maintenance and
its funding are not
addressed from the
initial phases of a PPP
and financial flows
towards road
infrastructure become
oneshot construction
efforts.

11 In 2007 SukSaharan
Africa counted 12
autonomous road
agenciesand four more
are under establishment
(in Ghana, Kenya,
Rwanda and Swazitel).

1l Second generation
road funds financed by
fuel levies, vehicle
registration fees and
other such charges on
transport users, are
spreading in Africa,
althoughthey require
major institutional
reform.

CHALLENGE 3: ENSURING THAT ROAD
INFRASTRUCTURE PROJECTS ARE GENUINELY
SUSTAINABLE AND INCLUSIVE

3.1 Sustainability and road maintenance

Whi | e attracting private s e tc ibfrastructuaec is
certainly an important first step, it is equally crucial to ensure that the resulting tra
projects are fully sustainable and have the desired social impacinmptetentation,
road projects face an overriding maintenance canstrtn much of Africa, newly
constructed roads therefore seldom last long: systematic axle overloading of truc
poor water drainage result in the multiplication of potholes and accitfeftte. SSATP
estimates that, due to poor maintenance, many afreapuntries have lost about half
their road networks over the last 40 yedr# maintenance and its funding are r
addressed from the initial phases of a PPP, financial flows towards road infrasti
become onahot construction efforts that sofail into disrepair. Financial sustainabilit
of road projects is theref or &ringpl Rcno:
infrastructure project should be embarked upon without assessing the degree to w
costs can be recovered from amkrsand, in case of shortfalls, what other source:
finance can be mobilisedEnvironmental sustainability should also be considered i
project phases; Environmental Impact Assessment (EIA) guidelines, which are
pre-requisite for most multilateralevelopment bank funding, are gradually being set
the road sectdr as for instance in Uganda.

3.1.1 Establishing autonomous road agencies and maintenance funds

The International Transport Forum, ICA, the Africa Infrastructure Country Diagn
(AICD) and the SSATP all advocate transfer of management from a ministry
autonomous road agency in order to improve project management and to ensi
road maintenance funds are appropriately used. Likewigaciple 17 recommends
establishing spéa&lized and independent regulatory authorities to monitor infrastrus
projects.Many African countries have thus seen a shift in the governance struct
road management, from traditional government bodies to perforabaiseel agencies
In 2007 SubSaharan Africa counted 12 autonomous road agencies, and four mc
under establishment (in Ghana, Kenya, Rwanda and Swazilthd}e agencies cc
significantly disentangle road project governance, and can bacKuoasin covering
maintenance costd.6 Second generation road fun
registration fees and other charges on transport users, are thus spreading irf ,
since they require major institutional reforniis, 2006 only 27 Swulsaharan African
countries counted ea funds, 23 with autonomous boardsenegal, DRC, Burkini
Faso and Uganda anenethelessetting up new road funds and eight African count
restructured their funds in 20@% >°

Li ke the 0f howevdrthegesfumdsifaae prololems. Onlyhard of them are
meeting their needs for regular maintendhaghile in some countries over 80% of ro.
maintenance requirements are covered (as in Kenya or Ethiopia), in others <
Zambia or Tanzania only Z50% of needs are met. Another challengs in ensuring
that resources are channelled towards all road transport sectors, without sidelini

50 OECD, African Economic Outlook 20@H06.
51 SSATP Annual Report 2005

®Fcaat, Rleusiteiwn.of AEI A Application in4dUganda, July 20040. UNECA,
BAfrica PartnéMedtiipndoosfum, hédi9APFO. November 2007.

54 Ibid

%5 |bid

®SSATP 2007 AnRragmds towbeds achievigg.the BTDP goal in relation to the ouipBSIF

main achievement, lessons and challenges (20040 7 ) o .
5 SSATP Anual Report 2005
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1 By operating with
concrete performance
objectivessecond
generation road funds
problems(insufficient
maintenance, effective
use of resources,
autonomy from public
and private influence,
€) should b

9 While resources
remain insufficient,
funds have begun
allocatingmore of these
to the rural sector(1/3
of revenues in Ghana,
Kenya, Namibia,
Rwanda, Tanzania and
Zambia).

1l Output-based
maintenance contracts
are another possible
solution for road
maintenance: most road
agencies now contract
out 80% or more of
maintenance workand
continentwide, new
forms of PPPs are
allowing a more
significant contribution
to road maintenance.

il Preventive measures
(for example decreasing
the percentage of
overloaded vehicles and
i mproving r
drainage during
construction}o redice
road damage itself can
also clearly reduce
maintenance costs.

lucrative aread’ Funds also risk overelying on road users for finance, which may le
to excessively high toll costs and bar the poorest from roadsa.Road funds anc
agencies must moreover be sufficiently independent from both public and [
influence;if such autonomy is not firmly secured, these bodigk further reducing
accountability in the road sector by multiplying inefficient oversiggencies® This
would run completely counter to the |

So as to counter these risks, road funds and agencies should operate based on
performance objectiveShis wasthe case adgandadés Road Age
(RAFU), created in 1998, which was autonomous from the MoWHC and had its
Management Committé8. A corporate body for overseeing road maintenance,
Uganda Road Fund, is now being launched along the same franeviRwd funds
should also be financigl separated from the general government budget; rthig
fences money for maintenance and avoids its diversion towards other pric
Encouragingly, financial audits of African road funds indicate that funding
increasingly transparefit. Also, while resources remain low, funds have bec
allocating more of these to the rural sector (1/3 of revenues in Ghana, Kenya, Ni
Rwanda, Tanzania and ZambiH)public authorities remain mindful of the risks facii
road funds and consistentimanoeuvreto avoid these, funds can therefore bri
substantial benefitsThere is furthermoregpotential for regionally coordinating roe
funds within the African Road Maintenance Funds Association (ARMFA), wl
membership has risen from 16 to 26 funds over A

3.1.2 Outputased contracts and traffic control

Outputbased maintenance contracts are another possible solution for road maint
Most road agencies now contract out 80% or more of maintenance Y@#atinent

wide, new forms of PPPs are allowing more significant contribution to roa
maintenance: th&outh African National Roads Agency (SANRAL) has renovatec
routine road maintenance (RRM) contracts in this view, dndg er i ads F
Development Project implements Ileteym performancéased contracts where initii
public coverage of maintenance costs is gradually taken over by toll revenues.
nonetheless remains problematic: since riveed projects that best lend themselves
cost recovery via tolling are higlolume, limitedacass highways, einancing these
with government funds could entail undevesting in rural and secondary roa
Possible solutions include concessioning lasgale toll roads to the private sect
without cafinancing them, thereby freeing up public @isnfor roads where co:
recovery is limited. This logic has partly been followiadKenya: tolls taken by th
concessionaire on a part of the Northern Corridor go towards maintaining bo
corridor and part of the Nairobi ring road, where tolling iseifficult.®®

Preventive measures to reduce road damage itself can also clearly reduce mair
costs. Unt i | 2004, Mozambi queds N 4

degradation, since the concession agreement did not specify truck load ragulBtie
concessionaire has since assisted the South African and Mozambican governn
establishing axle load controls, decreasing the percentage of overloaded vehicl
23% in 2001 to 9% in 20081 mprovi ng roadsd wat e rcand

%8 |n 2007, on average countries devoB@§s of funds to main roads, and only 18 % and 1&%tiral and urban roads respectively; six road

funds even allocated no funds to rural ro®IS AT P

2007 AnPregess toveeds achievighhe LTDP goal in relation to the

outputsi RMF main achievement, lessons and challenges 20000 7 ) o .

Kumar , AAJorargsting Approach to Road Reforni$ie Case Study of Uganda Experience SSATP Di scussion
March 2002.

Kumar , AACprarasting Approach to Road Reforn&he Case Study of Uganda Experience SSATP Di scussi on
March 2002, p. ix.

1 Uganda Road Fund. Available dittp://www.roadfund.ug

%2 The SSATP notes that averageadgl f or paying contractorsd bills was 32 days

fund establishmenSSATP Annual Report 2005

8 Ibid

#“SSATP 2007

A n Pragreds towbeds dchievigg.the BTDP goal in relation to the oulpBRisIF

main achievement, lessons and challenges (20040 7 ) 0O .
% Infrastructure Consortium for Africa 2006 Annual Report, V,gh.BO
% OECD, African Economic Outlook 20006
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http://www.roadfund.ug/

1 Road projects should
imperatively include
rural areas, agural
transportationis not
only a social priority but
an economic one as
wel | é

éthe improv
local roads can doub
agricultural productivity
and quadruple sales, as
happened in Guinea
over a fiveyear period.

1 Whilemotorway and
corridor development
shoul d r ema
topmost priorities,
secondary road
transport therefore
requires careful
consideration.

also facilitate maintenance. The Maputo Corridor experience should encc
governments to explore regulatory and technical frameworks for limiting
degradation; it also sets a valuable example for other PPPs in terms of the efficiel
ease b public-private cooperation, particularly when more than one governme
involved.

3.2 Inclusiveness

While inclusiveness is easily sidelined in many private concessions, it is crucialati
transport services consider the needs of all road ukdiwey are to benefit loce
communities The poor should retain affordable access, environmental sustaini
must be safeguarded, and, given that 50% of Africans will live in urban areas b¥/
the facilitation of urban mobility must also vitally bedaessed in all projects.

3.2.1 Including rural areas

Alongside prioritising the development of highways linking economic hubs,

projects should imperatively include rural areas. Rural transportation is both a soc
an economic priority: caseusties in five African countries show that improving lot
roads can double agricultural productivity and quadruple sales, as happened in
over a fiveyear period. Inversely, in Ethiopia overall crop g/ield declined significa
with increasing distare from the CombolcBundowein road® Linking rural areas tc
market hubs is particularly vital; according to the ICA, the reliability of farm/vilage
mar ket roads strongly affects popul a
agriculture®® Unfortunately, past projects have tended to overlook this rural dimer
Tellingl , the unweighted average of
Transport indicatdf for SubSaharan Africa is 37%. This compares to 43% for allL
only countrieqincluding from other regions), and to 94% for the eight IBRD coun
also covered" Whi |l e motorway and corridor
topmost priorities, secondary road transport therefore requires careful consideratic

Fig 3: Social Rae of Return of World Bank Infrastructure Projects in 1964-2003
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Source: AEO (2006)

More recently, rural access to roads has enjoyed more attention in PPP design.
improved 500km of community access roads under various programmes, Sinc
Ugarda is preparing a teyear District Road investment plan. Likewise, Camerc
Swaziland, Zambia and Tanzania are all developing rural transport infrastructu

services, and building the local go'¢
67 SSATP Annual Meeting 2007 Main Report. SSATP Working Paper No.88, January 2008.
% SATP Annual Report 2005, p.44
% Infrastructure Consortium for Africa 2006 Annual Report, Vol.1, p.9
“Thisindicatome asur es the proportion of rur aks epaesoopnl er olaidvdi.ng wi t hi n

L OECD, African Economic Outlook 20906 p.52
"2 SSATP Annual Report 2005
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1 Adopting a
participatory approach
and prioritising
community involvement
from the design stages c
the project is essential
because of the potential
value-added of local
authorities.

11 Only by ensuring that
the majority ofworkers

in a road concession are
locally-hired can
capacities for longerm
road maintenance be
developed

Next steps involve matching these programmes with concerted investme
marginalizedurbanroads; despite their proximity to economic hubs, many less lucr
urban roads (for instance those linking townships toagtytres) are also often ignort
in con@ssions.

Fig 4: Rural population living less than 2 km from an altseason road

4

Surkhaao DRECongo

Source: SSATP 2005 Annual Report

3.2.2 A participatory approach to project design

Inclusiveness also requires adopting a participatory approach and prioritising com
involvement from the design stages of the project. The potential-adied of local
authorities comes to the fore here. As emphasize®rinciple 9 endusers and al
stakeholders should be consulted at all stages of the project, as well as fmojaost
monitoring. Local ownership has been granted particular attention by the SSATP
its Poverty Reductioffransport Strategy Reviews (PRTSRs). These verify whe
countriesd transport frameworks suf hi
Strategies into accoufit.The recent review process for Kenya commended its R
2000 Programme as an important initiative for rural access and mobility; a partic
innovative, ownershifgeared approach to road maintenance was undertaken in N
Province, where stakeholdersd6 fora we
community, monitor implementation, and liaise with public organizations in
district.”* This strategy is also in line witRrinciple 23 which urges private actor®
communicate with affected communities so as to develop mutual understanding
projectdés objectives. To enabl e conc
general public, empowering local associations through cagagilying programmes
may be in order.

3.2.3 Ensuring lowincome access to toll roads

While the Mozambique Corridor has been criticized for sidelining secondary roac
the rural sector, in other domains the project has been remarkably inclusive. To
access has bedacilitated for lowincome Mozambicans: the concessionainbsidises
the Mozambican portionf the road with the higher revenues from the South Afri
side, allows the toll to vary according to vehicle size, and offers regular Mozarr
users substantiadiscounts’ This approach can provide guidance for mitigating
exclusionary risk presented by retndling.

3 PRTSR recommendations have been heeded by many countries in their subsequent transport development plans: in Matesi for insta

the PRTSR process and results have been incorporated into the Malawi Growth and Develtategy MGDS) since late 2005.

SSATPfiLessons

from Poverty Reduction Transport Strategy

" As the Kenya Roads Programme only targets 37% of districts, expansion of the project nonetheless remains 88&c&Rarhe

Goven me n t

o f SSKTe Reviaw of Mational Transport Policy and Poverty Reduction Strakenya .

Final

2006.

S OECD, African Economic Outlook 20006
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I Uganda has forged
aheadin terms of
employmengeneration
through its emphasis on
strengtheninghe
capacity of the domestic
construction industry.

3.2.4 Employmergeneration

A final, essential dimension of sustainable infrastructure investment is emplo
generation; due to its higabourintensity, the transport sector holds particular poter
for this. Local employment directly facilitates road maintenance: only by ensurin
the majority of workers in a road concession are lodahgd can capacities for lona¢
term road mainteance be developed. If local employment is not fostered, investme
road transport may simply generate
Principle 24 private sector participants must be mindful of the consequences o
actions for local coimunities, and should work to mitigate such socially detrime
outcomes.

Uganda has forged ahead in terms of employrgeneration through its emphasis
strengthening the capacity of the domestic construction industry: talsed contract
are let ot on both main and district roaffsLikewise, Zambia is following an actio
plan to strengthen the local road construction induéiand the South African Nations
Roads Agency (SANRA) aims talevelop sustainable small, medium and mi
enterprises along@s road networkThis innovative, socialigeared approach to ro¢
concessionsacuses on small sutbntractors (particularly women, local labour, &
Historically Disadvantaged Enterprises) which execute over 80% of the’WBiad
funds can also stimula local contracting: around 2,000 contractors have thus
promoted in rural Tanzania since the commercialization of rural f8&tsas to furthel
enhance private investmentds <capacit
could also empower lat construction industry associations and encourage them tc
a more active role in road projects.

8 SSATP Annual Report 2005

" In addition to fostering employment, this plan seeks to ensure widespread road access: in accordance with SADC stifiulasidas,

can only be introduced if an alternative road is provided free of chak@D, African Ecoamic Outlook 2002006 p.61

8 To this end, entry barriers for small contractors are maintained low. The main contractor operates as a managementooheater

the responsibility for training the sudontractorswWo r | d Ban k , AfPerfacmanter BReadsCbnt South
for Performancebased Contracting, March 2006.
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CONCLUSIONS

Dialogue across governments and investors can enable private and public partners
the most of the diverse and complementary imtions discussed above, and to activ
tackle the key challenges facing Afric
note that, while some arrangements (reduction of border controls, establishm
autonomous road funds, or simpidition of national business laws) may be attain:
relatively rapidly, ot her s (strengthe
regional jurisdictions, or effective decentralization) will take more time. Keeping -
different timeframes in mid, both long and shorterm targets deserve central positions
African pol i cy mak e The dteraatiodal dRrENIBIt) anc gieate Al
also have a central role to play. To obtain maximum effect, projects and policies conc
road traasport must imperatively be coherently prioritisBéveloping road corridors at tt
regional level deserves particular emphasis: tragonal transport links can provide a vi
springboard for intraand extracontinental trade, catalyse FDI to Africand generate
numerous social spitbver effects for local populationsn the shorterm, the following
recommendations can be made:

Creating an enabling environment for PPP success in Africa

The role of African governments and RECs:

1 Regionallyconsisent busines&iendly legislation and diffusing sectspecific
information can make an immediate difference for attracting private investors.

1 Governments should take advantage of emerging regional guarantee facilitit
infrastructure funds to suppagptivate actors. Countries should also work to enhe
Africaés profile as a place in which to invest, particularly-38i s 06 n e w¢
including SWFs and emerging economies.

1 Reinforcing the powers of independent governamoaitoring units and o
auonomous road boards can strongly deter irregular practices in awardin
fulfilling contracts, both for public and private actors.

1 Governments must share responsibilities with the private actor, and recogni:
developing road transport infrastruaualso requires (and indeed starts withplic
investment. Significantly increasing the percentage of GDP allocated to the tra
sector will leverage private involvement and permit sustainable partnerships.

The role of private actors and the intational community:
1 International organizations and multilateral bodies should consolidate the gue
tools and infrastructure funds available for governments and private actors. Fund
could be conditioned on standards of corporate social respiysémd on local

contracting; this woul d i nc roeesssnethe poac
sector.
1 Emergirg economi es seeking t o engage

encouraged to accetiethe OECD AntiBribery Convention

1 Mechanisms for continuous communication between public and private actors
be put in place, to ensure that all projegdevant information is disclosaxh both ends
and that private actors do not renege on formal agreements.

Development of regional road infrastructure

The role of African governments and RECs:

1 Regional coordination must urgently be addressed. Establishing corridor manay
groups andi ncreasing communication acros
Framework can significantly reduce project overlaps and catalyse mutual synergi

1 RECs should rapidly rationalize Afri
including those carluded multilaterally or bilaterally with exteontinental bodies
Aligning programmes within a single prioritized and tibwund framework is essenti
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1l Developing road
corridors at the
regional leveldeserves
particular emphasis:
transregiond transport
links will provide a vital
springboard for intra
and extracontinental
trade, will catalyse FDI
to Africa, and will
generate numerous
social spillover effects
for local populations.

{ Dialogue across
governments and
investorscan enate
private and public
partners to make the
most of the diverse and
complementary
innovations discussed
above, and to actively
tackle the key
challenges facing
Africads tr
infrastructure sector.
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continuous
communication
betwesn public and
privateactors should be
put in place, to ensure
that all projectrelevant
information is disclosed
on both ends and that
private actors do not
renege on formal
agreements.



to avoid overcrowding.

1 Road project funds must be coherently channeled towards the most pressictsy
fund dispersion among disconnected initiatives should be avoided at all costs.
than focusing on isolated national networks, countries must seek to make r
headway in developing road corridors

1 Establishing regional or continental facilities to guide upstream project prepal
could make road PPPs more coherent and ldilagéng.

The role of private actors and the international community:

1 Multilaterally-backed transport infrastructure initiatevesuch as the SSATP mu
continue their efforts in harmony with AU and REC policy frameworks, and |
imperatively increase crog®mmunication so as to avoid overlap. Rationalizatior
these initiatives is essential.

1 Donors should allocate a higher pemtage of resources towards regional project
their road infrastructure commitments, and should actively encourage private
seeking to engage in such projects.

Road maintenance and inclusiveness

The role of African governments and RECs:

1 Mainterance can be facilitated by enhancing road fund autonomy, by impleme
preventive maintenance measures such as-l@xte controls, and by effectiv
performancebased contracting (the World Bank PBC Resource Guide may be ust
this respect see Box 2

1 Funding for secondary roads, both rural and urban, can be sustained through inr
toll fund transfers from more lucrative road sections.

1 Differentiated tolling or taxes (with an emphasis on contributions from large fr
carriers and lower chaeg for individual road use) would help to fund national .
regional networks (see Box 1).

The role of private actors and the international community:

1 Private actors must share responsibility for maintenance issues with the public
and tolling musbe adapted to the specificities and access needs of local populatic

1 In addition to involving local communities in project design and implementa
private actors should ensure that local contractors are employed to the greatest
extent in rod projects.

1 Engaging in less lucrative sectors (rural areas or secondary urban roads) is
paramount.

Both public and private actors clearly have core responsibilities as concerns private
i nvol vement i n Af r i ¢ a0 sprivate aectsr pcanr lring icmdh
financing, experience, and efficiency to the road sector. In parallel, far from entailing
withdrawal, private involvement requires the empowerment of local and central |
authorities so that these can engage sustainable and equal partnership. RECs will
shoulder increasingly large responsibilities in the road sector as regional infrasti
projects pick up speed. To ensure the smooth running of such partnerships, public anc
actors can draw botbn successful national and regional experiences, and on the gu
provided by policy tools such as the OEE®Einciples for Private Sector Participation i
Infrastructure The above analysis indicates that the time is ripe for African governme
dedsively engage with private partners in the aim of improving road transport infrastru
the current need is vast, but so too is the potential for progress.
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1 Regional coordination
must urgently be
addressed

1 Rationalization of
infrastructure initiatives
amongst all actors is
essential.

{ Maintenancecan be
facilitated by enhancing
road fund autonomy, by
implementing preventive
maintenance measures
such as axidoad
controls, and by effective
performancebased
contracting

i Theinvolvement of
local communitiesn
project design and
implementation by
private actors is
essential.

1 Both public and
private actorshave core
responsibilities as
concerns private sector
invol vement
transport infrastucture.



Annex

|. Creating an enabling environment for PPP success in Africa

1) Appropriate legislative environment

OECD PRINCIPLE

Transport sector specificities

Successful efforts made

Current trends & next steps

P. 5A sound enabling environment
for infrastructure investment: high
standards of public and corporate
governance, transparency and the
rule of law, protection of property an
contractual rights.

P.14There should be full disclosure
of all projectrelevant information
between public autrities and their
private partners, including the state
pre-existing infrastructure,
performance standards and penaltie
in the case of neoompliance. The
principle of due diligence must be
upheld.

Due to vast staitip costs and sunk
costs, initial inestment is particularly,
cautious.

Cumbersome rules have a strong
deterring effect on investors.

Nigeria: the 2004 Lagos Roads Law
has been a strong stimulus for the
Lekki Toll RoadConcession The

role of government support in the
form of waivers, incetives, and
guarantees was also key.

Ethiopia: harmonisation of practiceg
concerning project procurement,
documentation and monitoring unde
the Roads Sector Programme, has
been agreed between the Ethiopian
Roads Authority (ERA) and other
stakeholders.

Regaulatory simplification in the
interests of attracting private
investment is spreading. 40 African
countries introduced businefgendly
measures in 2006, reforming the
banking sector (as in Congo, Nigerig
amongst others), or easing
registration/taxatioonstraints on
new businesses.

Information provision: since 2006
Ghana is centralising a transport
database; Tanzania and Niger are
making similar efforts.

P.7 Enhancing benefits of private
sector participation in infrastructure
by creating a competitive
environment: subjecting activities tg
commercial pressures, dismantling
unnecessary barriers to entry and
enforcing adequate competition laws

Supply in the transport sector is rath
inelastic due to high fixed costs,
which reduces possibilities for dict
horizontal competition; nonetheless,
upstream competition for concessior
should imperatively be encouraged
and rendered as transparent as

possible.

Regionally: In 2006 key players in
regional transport resolved to develg
a common consultative mechism

for corridor management groups. Th
would promote competition between
project modes on a regional level.

Fostering a competitive
environment is on good tracks,
especially in East AfricaT h e  WH
Doing Business Report 206&atured
Tanzania and Gharaamongthe top 10
global reformers for the yegoined
by Egypt and Kenya ig008.
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2) High standards of public and corporate governance

OECD PRINCIPLE

Transport sector specificities

Successful efforts made

Current trends & next steps

P. 15 Awardinginfrastructure
contracts so as to guarantee
procedural fairness, nen
discrimination and transparency.

As the road sector takes the form of
natural monopolycontracting may be
subject to favouritism. Unfair bidding
is a major risk.

Efforts made in termef information
provision (see above) constitute
important first steps.

Transparency of
concerning procurements must be
enhanced, notably at the regional
level, for larger projects.

P4 Fiscal discipline and
transparency must be safegded,
and the potential public finance
implications of sharing
responsibilities for infrastructure with
the private sector fully understood by
public officials

Local road management involves su
sovereign entities, which must have
financial autonomy.

Long-term budget costs of providing
guarantees or sharing responsibility
for maintenance must be realistically
considered.

Local governmentshave been
partially empowered through
decentralization acts (Zambia,
Uganda, Tanzania), though financial
autonomy remas weak.
Maintenance costs are addressed by
road funds (in 27 countries).

Fiscal discipline is particularly
relevant for the appropriate use of
road fund resources. While much
financing will rely on the private
actor, provision of guarantees and
oversigh may draw on the public
budget. New contract forms (Box 1)
can also support private actors.

P.16 The formal agreement betweern
authorities and private sector
participants should be specified in
terms of verifiable infrastructure
services, on the basis ofitputbased
specifications.

P.20Private sector participants in
infrastructure should observe
commonly agreed principles and
standards for responsible business
conduct.

Verification of private sector outputs
is essential where access is low and
often sdelined (rural sector, townshiy
roads, etc). Community consultation
can be helpful in this respect.

Nigeria: the Federal Roads
Development Project implements
long-term performancéased
contractswhere public coverage of
maintenance costs is graduallye¢ak
over by toll revenues.

South Africa: theNational Roads
Agency (SANRA) has renovated its
routine road maintenance (RRM)
contracts by giving them a
performancebased approach.

On the regional level, private
contractorsodo t
consistent acigs countries.
Performancéased contracts (PBCs)
should be adequately timed, as profi
take time to materialise. Public bodig
must take longerm performance
outputs into account, and ensure thg
corporate responsibility is observed
concessions.

ar

P.17 Entrusting regulation of
infrastructure services to specialised
public authorities that are competent
well-resourced & shielded from undy
influence by parties to infrastructure
contracts.

Monopolistic sector, where procedur
fairness for awarding caracts is key.
Service regulation is paramount in tH
road sector due to the risk of poor
maintenance.

Road boardsare gaining in

aut onomy. Ugand
Formation Unit (RAFU), established
in 1998, is autonomous from the
MoWHC and has its own
Managment Committee.

Oversight (including of maintenance
would best be ensured by an
autonomous road agency or board,
with inclusion of public, private and
communitylevel stakeholders.

P.6 & P.22Freedom from corruption
in all project phases. Public
authorities should establish
appropriate procedures to sanction
corruption. Private participants
should not resort to bribery.

Road tolls and fuel levies risk being
diverted from their purpose.
Regionally, border controls and
regulatory discrepancies multiply
opportunities for corruption.

Autonomous road fundsare
growing, and are increasingly
transparent (as shown by SSATEd
audits).

Regionally, reduction of border
controls (WAEMU, EATTP) limit

avenues for bribery.

Ensuring genuine road fund and roa
agency awtnomy can reduce
corruption opportunities, as can
further regional alignment of transpo
use and business law.
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