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 Investment in 

transport infrastructure 

is a cornerstone for 

accelerating Africa’s 

regional integration.  
 
 

 

 
 

 Transport costs 

remain very high 

throughout Africa, 

averaging 14% of the 
value of exports 

compared to 8.6% for all 

developing countries. 

 

 

 

 

 As currently only 

27.6% of Africa’s 2 

million Km of roads are 

paved (19% in sub-

Saharan Africa, versus 

27% in Latin America 
and 43% in South Asia), 

the need for increased 

investment in this 
domain is urgent. 

 

 
 

 

 
 

 Without effective road 
infrastructure and 

coherent coordination of 

transport infrastructure 
policies across African 

borders, Africa’s share 

of world trade may well 

stagnate at its current 

2%. 

 BACKGROUND 

 
Road transport infrastructure is critical for sustainable development in Africa 

Roads are Africa‟s dominant mode of transport and carry over 90% of traffic. Basic 

transport infrastructure and affordable transport services are indispensable in Africa, 

so as to provide populations with effective access to social services and in order to 

unlock the continent‟s investment potential. From 1964 to 2003, World Bank 

infrastructure projects generated a higher social rate of return in transport than in any 

other sector.
1
 As highlighted by the OECD‟s African Economic Outlook (AEO) 

2005-06, improved transport infrastructure has already accelerated many African 

countries‟ progress towards reaching the Millennium Development Goals.
2
 As 

transport costs are a primary consideration for private actors when locating 

economic activities, facilitating transport can also enhance investment in the short 

term. Ultimately, developing transport infrastructure is a cornerstone for accelerating 

Africa‟s regional integration, which can in turn attract private sector engagement 

across economic sectors by increasing market size, total factor productivity and 

economies of scale for potential investors.  

However, transport costs remain very high throughout Africa, averaging 14% of the 

value of exports compared to 8.6% for all developing countries, and even hover 

around 50% of export value for Africa‟s 15 landlocked countries – 56% for Malawi, 

52% for Chad, and 48% for Rwanda. These operational costs are directly related to 

poor road infrastructure: a survey conducted in Kinshasa showed that transportation 

costs were on average two times greater on dirt roads than on paved roads, with a 

significant impact on food prices.
3
 As currently only 27.6% of Africa‟s 2 million 

kilometers of roads are paved (19% in sub-Saharan Africa, versus 27% in Latin 

America and 43% in South Asia),
4
 the need for increased investment in this domain 

is urgent.  

Road transport actually forms a central cog in national, regional and international 

trade. Without effective road infrastructure and coherent coordination of transport 

infrastructure policies across African borders, Africa‟s share of world trade may well 

stagnate at its current 2%. Poor transport infrastructure also renders intra-continental 

trade far more expensive than external trade – the cost of trucking a 22-24 ton 

container from Maputo to northern Mozambique is nearly 2.5 times higher than that 

of shipping the same container from Dubai.
5
 Understandably, intra-continental trade 

thus accounts for less than 10% of Africa‟s total external trade, compared to nearly 

20% for the Western Hemisphere and over 40% for Asia.
6
 As current transport 

operation costs far outweigh the road asset provision and management costs that 

would be borne by investing parties (sometimes by a scale of 15 to 1), the case for 

investment in road infrastructure is clear. 

 

                                                 
1 OECD, African Economic Outlook 2005-2006, p.67  
2 Ibid, p.48 
3 Ibid; citing: Minten, Bart and Steve Kyle (1999), “The effects of distance and road quality on food collection, marketing margins, and 

traders’ wages: Evidence from former Zaire”, Journal of Development Economics, Vol. 60: 467–495.  
4 OECD, African Economic Outlook 2005-2006,  p.52 
5 Ibid, p.54 
6 Africa Partnership Forum, “9th Meeting of the APF”. November 2007.  
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Road infrastructure needs more private investment 

Private sector participation is essential if investment in road infrastructure is to truly 

experience an upturn. Although the enormous gap between available infrastructure and 

the needs of the African population cannot be bridged by public resources alone, 90% of 

investment in Africa‟s transport infrastructure currently rests on public investment and 

ODA.
7
 Funding is moreover needed not only for road construction, but for rehabilitation 

and maintenance; on average African countries still lack the budgetary resources and 

organisational capacity to adequately maintain more than half of the national road 

network.
8
 If private involvement is combined with government and business commitment 

to regulation, not only can it provide financial inputs – it can durably improve access, 

affordability, quality and fiscal costs of transportation as well.
9
 

 
Fig. 1: Infrastructure financing gaps 

 

 

Source: OECD-DAC and World Bank PPI Database, 2006 

 

Of all infrastructure sectors, transport and water have long attracted the least private 

investment in developing countries. While private financing of African infrastructure has 

surged since 2005, only about 10% of this rise has gone to transport.
10

 Public-Private 

Partnerships (PPPs) are particularly rare in the road sub-sector, notably due to high 

perceived risk.
11

 To encourage private sector involvement, governments can play a 

central role regarding planning, safety, security, competition and regulation. 

 

Nonetheless, investment in transport in general and in road infrastructure in particular has 

increased in recent years: the Public-Private Infrastructure Advisory Facility (PPIAF) 

notes that transport has become the fastest-growing sector in terms of global private 

activity in infrastructure since 2005.
12

 ODA for transport is rising as well, particularly in 

Africa. From 2005 to 2006, ICA members‟ commitments for transport projects in Africa 

rose from US$ 2.6 billion to nearly US$ 3.2 billion.
13
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7 This is even more true for road infrastructure compared with other transport infrastructure (see infra). 
8 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1, p.30 
9 OECD, African Economic Outlook 2005-2006 
10 Africa Partnership Forum, “9th Meeting of the APF”. November 2007.  
11 The commercial profit that will accrue to a private actor as a result of investing in road transport is difficult to predict, as demand in the road 

sector is also highly subject to exogenous conditions. Low-income Africans moreover have a high price elasticity of demand in this sector 

(their road use will vary widely according to the price of road access). OECD, African Economic Outlook 2005-2006, p.55 
12 Torres de Mästle, Clemencia and Izaguirre, Ada Karina. “Recent trends in private activity in infrastructure”. Public-Private Infrastructure 

Advisory Facility (PPIAF). Gridlines, Note No. 31, May 2008. 
13 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1 
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Fig. 2: Telecoms dominant, transport growing fast: Investment commitments to infrastructure 

projects with private participation in developing countries by sector 

 
 

Source: World Bank and PPIAF, PPI Project Database. 

Note: The investment data refer to commitments and include private and public contribution 

 

While oil-producing African countries have concentrated the bulk of the investment rise, 

some non-oil exporters have substantially increased their rates of investment in road 

infrastructure. In 2006, Sub-Saharan Africa saw new private activity in road transport in 

Equatorial Guinea, Kenya, Nigeria, Sudan, and Uganda. The presence of non-oil 

exporters in this list is encouraging as it suggests that extractive industries are no longer 

the overwhelmingly dominant driver of private investment in African 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 donors just a 

few years ago, regional projects are attracting increasing attention today. The share of 

annual commitments to regional infrastructure projects by multilateral and bilateral 

agencies has surged, from less than US$ 100 million in 2000 to nearly US$ 1 billion 

(12% of total commitments) in 2006.
14

 The central role that Regional Economic 

Communities (RECs) must play in developing Africa‟s road transport infrastructure is 

clearly acknowledged.  
 

Fig. 3: ICA Members‟ infrastructures investments Regional projects in Africa 1999-2006 

 
 

Source: ICA 2006 Annual Report, Volume 1, p. 24, chart 5 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 
 

 

 

 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. 

 

                                                 
14 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1 
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Box 1: Recent Trends in Forms of Public-Private Contracting for Road Infrastructure Projects 

 
 

Key challenges to address for increasing private sector involvement in road transport 
While the challenges facing African governments are manifold, there is tremendous potential for 

making headway in private sector involvement in infrastructure. Private interest in Africa‟s road 

transport is picking up in an unprecedented manner; this presents governments with an historic 

opportunity for addressing obstacles comprehensively so as to reduce Africa‟s yawning road 

infrastructure gap. The major challenges to be addressed take three dimensions (for matrix form, see 

Table 1, infra):  
 

 Creating an enabling environment for PPP success in Africa 

 Coordinating governing bodies at all levels for road infrastructure in Africa 

 Ensuring that road infrastructure projects are genuinely sustainable and inclusive, meeting the 

needs of the African population. 
 

This paper seeks to determine how the above challenges can best be tackled, drawing insights from 

positive reform examples in individual countries and within RECs. The analysis also considers the 

OECD Principles for Private Sector Participation in Infrastructure, building on a first application to 

the water and sanitation sector carried out in 2007-2008
15

. The Principles are highly relevant to the 

transport sector and can provide useful guidance for policymakers (for a matrix application of the 

Principles, see Annex). 
 

                                                 
15

 “Private sector participation in the water sector. OECD checklist for public action.” OECD forthcoming. See: 

www.oecd.org/daf/investment/water  

 
Private investment in road infrastructure entails new responsibilities for the private sector. Unlike for public procurement, 

private actors must recuperate the costs of their investment relatively rapidly. What PPP contracting options are available 

for securing a stable revenue stream  for private partners?  

 

A rise in BOT (Build, Operate and Transfer) concessions for road projects 

 Under BOT projects the private actor builds and finances the infrastructure, and operates and maintains it over a given 

concession period (20-30 years). The road is then transferred by the private actor to the government.  Examples include 

the Maputo Toll Road (30-year concession since 1996). 

 As a share of total investment in privately-managed road projects in developing countries, BOT concessions have risen 

from 39% in the 1990s to 62% in 2001-06. These projects include both the construction of new roads and the expansion 

or rehabilitation of existing roads. 

“Operate and Maintain” (O&M) concessions and Maintenance Contracts 
These contracts are negotiated in order to ensure the good condition of already existing roads. PBCs (performance-based 

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

Africa  and Chad are designing PBC road concessions. 

 

Financial Support for Private Actors during  the “Operation” Stage 

While most projects continue to rely largely on toll revenues for financing, various innovative schemes of government 

support can reduce the risks of demand-volatility faced by private actors: 

 Shadow Tolling: the private sector collects tolls for the public sector and is then paid by the latter based on traffic 

volume and composition. The public sector thus directly benefits if traffic is higher than expected, and can provide 

subsidies to the concessionaire if traffic is lower. 

 Availability Payments: paid to the concessionaire by the government on the basis of the availability of required capacity 

(number of lanes in acceptable condition, etc), regardless of traffic volumes.  

 Minimum traffic guarantees: the government compensates the concessionaire if revenue or traffic volume falls below a 

specified minimum. Inversely, if revenues are higher than expected, the concessionaire shares the surplus with the 

government. 

 Setting and adjusting toll rates: Tolls can vary according to the concessionaire‟s direct costs, congestion levels, and/or 

the road users‟ ability to pay (as in the Maputo Toll Road, infra).  Toll rates must be set out in the initial bidding 

contract. Centralising revenue in an independent road fund moreover allows funding from large toll roads to cover 

operation costs on rural and feeder roads. 
 

Source: Public-Private Infrastructure Advisory Facility (PPIAF) Toolkit for Partnership in Public-Private Highways. 

http://www.ppiaf.org/documents/toolkits/highwaystoolkit/2_carac/22/22_.htm  
 

http://www.oecd.org/daf/investment/water
http://www.ppiaf.org/documents/toolkits/highwaystoolkit/2_carac/22/22_.htm
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Table 1: Key challenges for public and private actors in the road transport sector 
 

 

  Governance in the transport sector               Role of African governments of IC / prr         Role of international community (IC) 

Coordinating governing bodies at all levels for road transport  

Coordination among transport sub-sectors and 

ministerial bodies 

Cooperation with air, sea, & rail projects; 

Rationalise overlapping ministries.  

 

Territorial governance Clear responsibility-sharing among regional, 

national & local bodies; effective 

decentralisation. 

Abiding by local jurisdictions and backing local 

entities‟ financial and regulatory autonomy.  

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 preparation upstream; include 

public actor in decision-making 

Coordinating investment regionally 

Regional transport systems remain poorly 

integrated and inefficient; strong investment is 

needed to strengthen cross-border links & 

enable large-scale intra-continental trade flows 

Regional infrastructure projects by RECs (ex the 

East Africa Trade & Transport Facilitation 

Project – EATTP). These need to be coordinated 

continent-wide. Programme overlap should be 

avoided. 

Rationalisation and coordination among 

initiatives: the Sub-Saharan African Transport 

Policy Programme (SSATP, WB), the AfDB-

UNECA Trans-African 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). Allocate 

higher share of donor commitments to road 

infrastructure. 
  

  Sustainability & inclusiveness Role of African governments Role of IC / private sector 

Sustainability 

Tackle poor maintenance post-construction 

 

Creation of autonomous road funds to oversee 

tolling and cover maintenance costs. Build 

capacity  for maintenance at the community 

level. Preventive legislation (ex. axle-load 

controls, good drainage) to limit road 

degradation. 

Address environmental sustainability and accept 

to share responsibility for road maintenance. 

Ensure non-exclusionary tolling to cover 

maintenance costs. Redistribute toll-revenue to 

maintain less lucrative (secondary or feeder) 

roads. 

Inclusiveness 

Avoid exclusion of secondary rural and 

urban roads; 

Exploit the road sector’s potential for 

employment generation.   

Monitor projects for affordable access to the 

poor, inclusion of rural areas, & facilitated urban 

mobility. Support domestic construction 

industries and employment generation in 

projects. 

Address complementarities of transport means & 

development of secondary roads. Include local 

communities and local contractors in project 

design, construction and oversight. 

An enabling environment for PPPs            Role of African governments Role of international community (IC) 

Appropriate legislative environment 

Cumbersome economic legislation and lack of 

transparency 

Business-friendly reform (ex 2004 Lagos Roads 

Law); transparency in information. 

Set up mechanisms for communication between 

private & public actors. 

Weak property rights & contractual law  Reinforce governance-monitoring units to 

guarantee fair competition in bidding 

Ensure private actors honour contracts & 

disclose all bid-relevant information. 

Sound public & corporate governance 

Natural monopoly of road sector may be 

abused; fiscal discipline and coverage of 

maintenance costs may be overlooked 

Verify private sector outputs (ex. through 

performance-based contracts). Toll revenue 

managed by autonomous fund 

Responsible business conduct; Emerging 

economies are encouraged to accede the OECD 

Anti-Bribery Convention. 

Access to finance 

Narrow local capital markets, limiting 

possibilities of local re-financing for private 

actors 

Strengthen local capital markets, tidy up the 

banking sector, encourage microcredit banks. 

Consolidate regional infrastructure funds (ex. 

EU Infrastructure Trust Fund) available for 

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 Funds & 

pension funds in infrastructure. 

Strengthen risk-mitigation tools and guarantee 

mechanisms to facilitate private involvement in 

the road sector. 
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 CHALLENGE 1: CREATING AN ENABLING 

ENVIRONMENT FOR PPP SUCCESS IN AFRICA 
In a recent IFC-sponsored survey, foreign investors cited three key factors impeding 

their involvement in Africa. In order of importance, these were: the high cost of and 

lack of access to finance; the cumbersome regulatory and policy environment; and 

inadequate infrastructure, especially electricity and roads.
16

 These responses strongly 

suggest that improving road infrastructure can generate a virtuous cycle of future 

investments in all sectors of the economy. They also highlight a crucial need for 

improving national policy environments and access to finance, as discussed below. 

 

1.1. Creating a conducive legal and regulatory framework 

The cost of doing business in Africa is 30% higher than in any other region. 

Cumbersome economic legislation, weak legal systems, and a lack of transparency 

which delay start-up, all strongly contribute to these expenses. These factors are 

particularly harmful in the road sector, where vast start-up and sunk costs for 

projects make investors highly cautious. An enabling legislative environment – 

especially the protection of property and contractual rights, as noted by Principle 5 

of the OECD Principles for Private Sector Participation in Infrastructure – is a 

prerequisite for engaging the private sector as an agent for transport infrastructure 

development. At the November 2007 Africa Investor Project Summit held in Lagos, 

the Lekki Concession Company thus noted that continuity of Nigerian public policy 

had been critical to creating an enabling environment for private sector investment, 

and that the 2004 Lagos Roads Law had strongly stimulated its involvement in the 

Lekki Toll Road Concession.
17

 Under its Roads Sector Programme, Ethiopia has in 

turn significantly harmonised its practices concerning procurement, documentation, 

management and monitoring of projects.
18

 In addition to such reforms, Principle 7 

recommends subjecting activities to appropriate commercial pressure, dismantling 

unnecessary barriers to entry, and strengthening competition laws. Business-friendly 

legislation remains thin in many African countries, and there is still much room for 

progress
19

; governments must keep reforming their regulatory framework if they 

wish to raise Africa‟s profile as a place to invest. 

 

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 bidding 

and procurement process. Transparent upstream competition, before concessions are 

even attributed, is essential for the good health of PPPs. As Principle 15 notes, 

procurements should ensure procedural fairness and should provide stakeholders 

with all necessary guarantees and information. As the road sector takes the form of a 

natural monopoly, a downstream risk of private investment is also that this 

monopoly power may be abused. Principle 6 encourages governments to establish 

appropriate procedures to deter, detect and sanction corruption; this would improve 

both public and private sector integrity and accountability. Independent corruption-

monitoring units, such as the Kenya Anti-Corruption Commission (KACC), which 

                                                 
16OECD, African Economic Outlook 2005-2006, p.394. 
17 The Lekki Concession Company Ltd (LCC) seeks to provide high quality road infrastructure along the Lekki Peninsular of Lagos. It has 

established a PPP with Lagos State to design, build, finance and operate the Lekki Epe Expressway (49.4 km) and the Coastal Road (20km). 

It is financed by the concessionaire, LCC, on a limited-recourse basis, with a 30-year concession. 
18 The programme was agreed between the Ethiopian Roads Authority (ERA) and other stakeholders. Infrastructure Consortium for Africa 

2006 Annual Report, Vol.1 
19

 Countries‟ existing business deficiencies are examined in depth in the 2007 World Economic Forum Africa Competitiveness Report and 

in the World Bank‟s annual Doing Business reports.    
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investment-friendly 
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Congo or Nigeria) and 
easing registration and 

taxation constraints on 

new businesses. 
 

 

 
 

 

monitors both public and corporate activities, reflect instructive steps in this 

direction. Transparency in the information released by both public and private 

sectors is likewise vital for sound project governance. With this in mind, Ghana is 

centralising a transport database so as to make relevant data readily accessible to all 

stakeholders by late 2008.
20

 Similarly, Tanzania publishes annual transport statistics 

and regularly disseminates transport bulletins to stakeholders, and Niger has created 

a website pertaining to the sector.
21

 

 

1.2.2 Responsible business conduct on behalf of the private sector 

Transparency must be of course matched by responsible business conduct if the 

public‟s needs are to be efficiently met (Principle 20), with the help of 

intergovernmental standards or instruments such as the OECD Guidelines for 

Multinational Enterprises. This includes addressing social and environmental issues 

and fully involving local communities and end-users from the initial phases of 

project design. Private actors could be held to account by using output/performance-

based contracts (PBCs, see Box 3); as Principle 16 advocates, public-private 

contracts should be specified in terms of verifiable infrastructure services to be 

provided to the public. Encouragingly, over a dozen African countries now engage in 

PBC. This could ensure that private involvement in transport genuinely serves as a 

means to reduce Africa‟s transport costs.  

 

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 involvement 

in Africa to be access to finance, this is primarily because local capital markets are 

extremely narrow and illiquid. This particularly deters private actors from investing 

in transport infrastructure, where start-up costs are high but returns, although quite 

stable, are relatively low and long-term. In such cases, reliable local sources of re-

financing are essential. Strengthening domestic capital markets is therefore crucial, 

and can moreover facilitate investment and SME development locally. Cleaning up 

the banking sector and phasing out obstacles to international capital movements, as 

Principle 8 recommends, can likewise encourage private engagement. Forty African 

countries thus introduced investment-friendly regulatory changes in 2006, including 

banking sector reform (as in Congo or Nigeria).  

 

1.3.2 Funds and other finance sources to support private actors 

Allowing for the government‟s financial backing to the private sector may be 

another avenue for increasing investors‟ access to finance. Such trends are emerging 

in Asia and Latin America, where various financial arrangements (such as 

predetermined government payments) have been used to cover project costs in road 

infrastructure.
22

 In addition to the innovative contracting options available (see Box 

1), the development of infrastructure funds and other long term resource-

mobilisation schemes could also help mitigate the financial risk faced by private 

actors.
23

 A pioneer in this domain, the Pan-African Infrastructure Development Fund 

(PAIDF) was launched at the 9th African Union Summit in 2007;
24

 one road project 

is already being considered for future support. Similar efforts are being made within 

                                                 
20 Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study of Uganda Experience”. SSATP Discussion Paper No.1, March 
2002.  
21 SSATP Annual Report 2005 
22 Infrastructure Consortium for Africa 
23 Such recommendations were notably made by the East African Community (EAC) in its Kigali meeting in June 2008. 
24 This public-private 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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schemes could help 

mitigate the financial 
risk faced by private 

actors. 

 
 

 

 
 
 

 If African governments 
effectively channel the 

numerous financial flows 

(ODA, SWFs, etc.) 
towards road 

infrastructure projects, 

the potential for 

supporting private 

actors and attracting 

investment towards the 

sector will be greatly 

enhanced. 

the international community: the Emerging Africa Infrastructure Fund provides 

investors in Sub-Saharan infrastructure projects with appropriate long-term financing 

structures,
25

 and the EU Infrastructure Trust Fund for Africa seeks to improve 

infrastructure and services along Trans-African road transport corridors. 

Simplification or rationalisation of these initiatives may be needed so as to clarify 

the financial landscape for potential investors, and to effectively steer cash flows 

towards the road sector. 

Novel and particularly sustainable sources of financing could also come from 

pension funds; given infrastructure‟s potential to match long-term provision assets, 

these funds are steadily gaining interest in the sector. The OECD/IOPS Global 

Forum on Private Pensions, held in Mombasa in October 2008, provides valuable 

insights in this domain. The high liquidity of African assets and their low 

correlations with global markets is also attracting emerging market funds to the 

continent; these funds currently deploy near 10% of their portfolios in Africa. 

Sovereign Wealth Funds (SWFs) likewise present enormous development potential. 

Emerging markets are also financially backing Africa in terms of ODA: China‟s 

commitments within the ICA are surging, as are those from Arab banks and India 

(which now contribute 10-20% of total ICA commitments).
26

 If African governments 

effectively channel these financial flows towards road infrastructure projects, the 

potential for supporting private actors and attracting investment towards the sector 

will be greatly enhanced. 

 
Box 2: Multilateral policy tools provide valuable guidance for private sector involvement in Africa’s road 

infrastructure 

 

 

The Public-Private Infrastructure Advisory Facility (PPIAF): launched in 1999 as a joint initiative of the governments 

of Japan and the United Kingdom, PPIAF is a multidonor technical assistance facility created to help governments in 

developing countries improve the quality of infrastructure through partnerships with the private sector. PPIAF is built on the 

World Bank Group's Infrastructure Action Program; members include bilateral and multilateral development agencies and 

international financial institutions.  For more information, see: http://www.ppiaf.org/ 

 

The World Bank offers policymakers numerous tools for guiding private investment in road transport. This includes the 

Resource Guide for Performance-based Contracting (PBC), designed to help countries maintain their road networks; 

currently, Chad, Tanzania and a number of other African countries are preparing bidding processes with the help of this 

guide. In collaboration with PPIAF, the World Bank has also launched a Highways Toolkit, a hands-on analytical framework 

to support local policymakers in assessing contracting, regulatory, and funding options for involving the private sector in 

developing, operating, and maintaining roads. For these tools and others, see the World Bank website’s “Transport > Roads 

and Highways” section. 

 

The OECD Principles for Private Sector Participation in Infrastructure: launched in March 2007, the Principles were 

developed through a process of consultation with a broad group of public and private sector experts from OECD and non-

OECD countries, as well as from non-governmental organisations. They are intended to be used for government assessment, 

action plans and reporting, international co-operation and public-private dialogue, in conjunction with other OECD 

instruments, such as the Policy Framework for Investment and the OECD Guidelines for Multinational Enterprises.  The 

value-added of the Principles as guidelines for private participation in Africa‟s infrastructure were first explored at the 

NEPAD-OECD Africa Investment Initiative‟s 2007 Lusaka Roundtable, in the water and sanitation sector. Following up on 

this success, the 2008 Kampala Roundtable proposes to investigate how the Principles can best support policymakers and 

private investors in the sector of road transport. For the full Principles, see: http://www.oecd.org/daf/investment/ppp  

 

 

                                                 
25 Matsukawa, Tomoko and Habeck, Odo. “Review of Risk Mitigation Instruments for Infrastructure Financing and Recent Trends and 

Developments”. Trends and Policy Options, No.4. World Bank and Public-Private Infrastructure Advisory Facility (PPIAF).  
26 While over 70% of all donor money to African infrastructure remains provided by the AfDB, the European Commission and the World 

Bank, these new actors may bring substantial financing (both public and private) to Africa‟s transport sector in coming years. Infrastructure 

Consortium for Africa 2006 Annual Report, Vol.1 

http://www.ppiaf.org/
http://www.oecd.org/daf/investment/ppp
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CHALLENGE 2: COORDINATING GOVERNING BODIES  

AT ALL LEVELS FOR ROAD DEVELOPMENT 
 
2.1 Coordination across transport sub-sectors and ministries 

Due to the high interdependence among transport modes, road infrastructure projects 

cannot be carried out in isolation. Coordination among public authorities, including with 

other infrastructure sectors (energy, water) and with transport sub-sectors (air, sea, rail), 

is crucial to ensure that every road project forms an active trading and migratory link on 

the continent.
27

 Mozambique‟s Maputo Corridor is exemplary in this respect: the 380 km 

highway has been rehabilitated in parallel with the private operation of Maputo port and 

with an upgrading of the rail link between Maputo and the border.
28

 As noted by 

Principle 11, such intra-transport coordination requires that strategies for private sector 

participation in infrastructure be understood, and objectives shared, at all levels of 

government and in all relevant parts of the public administration. This may require a 

substantial restructuring of governance frameworks. 

This was the case in Zambia, where a weak legal framework had previously prevented 

the clear assignment of public responsibilities concerning road transport, and where 

performance targets were relatively vague.
29

 Under the Road Sector Investment 

Programme‟s (ROADSIP) governmental reforms, performance indicators were redrawn 

and Zambia‟s good-condition paved road network rose from 20% in 1994 to 60% in 

2002.
30

 Since 2005, fragmented ministerial bodies have furthermore been regrouped 

under three agencies aiming to clarify the network‟s management and financing.
31

 

Uganda, likewise, has fully restructured the Ministry of Work, Housing and 

Communications (MoWHC, which is granted regulatory and monitoring functions) and 

the Ministry of Finance, Planning and Economic Development (MoFPED, now 

responsible for long-term investment programmes in the road sector and for fund use 

oversight).
32

 Such rationalisations of responsibilities among the transport sector‟s public 

actors are indispensable; they show potential for providing unitary and representative 

platforms for effective public-private 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 high-risk sector. Given that road use demand 

is highly susceptible to changes in exogenous circumstances, many PPPs have failed 

because demand risk was inappropriately assigned to the private partner. The 

International Transport Forum stresses that risks for road projects should be assigned to 

the partner best able to manage them, with private partners taking on only the risks that 

result from factors under their control (such as construction and project management 

costs). So as to adequately share these responsibilities throughout project 

implementation, Principle 3 advocates that governance structures be clearly established 

between public and private actors. The proportions of equity and borrowing in projects 
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27 The EU-AU Partnership on Infrastructure thus aims to promote interconnectivity of African transport infrastructures, particularly among 

road and rail networks. 
28 Africa Partnership Forum, “9th Meeting of the APF”. November 2007. 
29 Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study of Uganda Experience”. SSATP Discussion Paper No.1, 

March 2002.  
30 SSATP Annual Report 2005 
31 The National Road Development Agency (NRDA) oversees planning, procurement, supervision and monitoring; the National Road Fund 

Agency (NRFA) coordinates all relevant financial resources; and the Road Transport and Safety Agency (RTSA) controls transport 
licensing and traffic control. OECD, African Economic Outlook 2005-2006, p.61 
32 Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study of Uganda Experience”. SSATP Discussion Paper No.1, 

March 2002 
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are also instrumental for sound financing. A 2007 UNECE session on promoting 

successful PPPs thus attributed part of the Maputo Toll Road‟s success to the efficient 

sharing of commercial risk by a wide range of investors.
33

 As the AEO 2005-06 

summarises, “private participation does not mean the withdrawal of the state”
34

 – rather, 

strong economic governance and institutional capacity are prerequisites for effectively 

sharing risks and supporting private actors in project implementation. 

In this aim, mitigation instruments are being developed by multilateral bodies such as the 

AfDB, MIGA and the World Bank. These instruments encompass not only commercial 

forms of risk, but risks of political and regulatory instability as well. As noted by the 

PPIAF, demand for political risk mitigation is now shifting from traditional political risk 

coverage (which addresses risks of currency inconvertibility, expropriation, and civil 

disturbance) towards more commercial risk (breach of contract by the host government, 

risks of public non-payment, etc). New coverages offered therefore include: regulatory 

risk (which results from adverse regulatory actions taken by the host government); 

devaluation risk of the local currency; and subsovereign risk (in case of loss due to non-

performance by the subnational host governments). Covers of this type are notably 

offered by the AfDB, with coverage going up to 33% of total project cost and 50% of 

shareholders‟ net worth.
35

 If further strengthened, these new tools can significantly 

facilitate investment in road infrastructure on the national level. 

Regional and global guarantee facilities are also emerging to support private investors. 

The World Bank, MIGA, and the Agence Française de Développement are developing 

the BOAD (Banque Ouest Africaine de Développement) Infrastructure Guarantee 

Facility,
36

 and the G8 has launched a continent-wide initiative for guaranteeing bonds 

against currency risk. These present sound first steps towards sustainably financing 

private investments in large-scale regional transport infrastructure projects. 

 

2.2.2 Making the partnership as constructive as possible for all actors involved 

During the 2007 UNECE conference, the Development Bank of South Africa mentioned 

that private participation was often resisted by public sector officials, for fear of loss of 

control or due to misunderstanding of the PPP‟s objectives. Effective communication 

between the private and public sectors indeed constitutes another key element of 

successful PPPs. Principle 13 recommends that public authorities clearly communicate 

the objectives and priorities of infrastructure policies, and that mechanisms for public-

private consultations regarding these objectives be established. This could be accelerated 

by better training and empowerment of officials; numerous road management workshops 

have for instance been held under the SSATP in 2004-2007.
37

 On the side of the private 

actor, full disclosure of activities can help to create mutual trust in the partnership. 

  

Principle 10 also notes that authorities responsible for privately-operated infrastructure 

projects should have the capacity to manage the commercial processes involved and to 

engage on an equal basis with their private counterparts. This remark is essential: African 

governments must fully share PPP responsibilities, and cannot expect private actors to 

single-handedly finance road infrastructure projects. Governments must acknowledge 

that committed public financing is also a crucial part of road infrastructure development; 
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33 20% equity and 80% debt, with support from four South African banks and from the Development Bank of Southern Africa – DBSA. 

UNECE session on promoting successful PPPs: “African experiences in PPPs for infrastructure”. Tel-Aviv, 5-8 June 2007 
34 OECD, African Economic Outlook 2005-2006, p.60 
35 Matsukawa, Tomoko and Habeck, Odo. “Review of Risk Mitigation Instruments for Infrastructure Financing and Recent Trends and 

Developments”. Trends and Policy Options, No.4. World Bank and Public-Private Infrastructure Advisory Facility (PPIAF), p.5  
36 This facility offers three types of guarantee instruments which cover both commercial and political risks, thus providing flexible 

guarantees to small and medium infrastructure projects in the WAEMU. Matsukawa, Tomoko and Habeck, Odo. “Review of Risk Mitigation 

Instruments for Infrastructure Financing and Recent Trends and Developments”. Trends and Policy Options, No.4. World Bank and Public-
Private Infrastructure Advisory Facility (PPIAF), p.33 
37 SSATP 2007 Annual Meeting. “Progress towards achieving the LTDP goal in relation to the outputs – RMF 

main achievement, lessons and challenges (2004-2007)”. 
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private investment can then be leveraged on the basis of this financing. Currently 

however, domestic resources spent on transport infrastructure average only 1% of GDP 

in sub-Saharan Africa, far below the average in other developing regions; public 

commitments to the sector must be greatly increased in order to credibly back PPPs. 

   

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

 

Just as much as other infrastructure sectors, the road sector requires a multi-layered 

system of territorial governance. Due to the very nature of roads (which on the one hand 

cross inhabited territories, directly affecting the lifestyles of individual communities, and 

on the other can form a vast network of regional and intra-continental exchange), local, 

national and regional authorities all face crucial responsibilities in road project design, 

oversight and maintenance.  

 

2.3.1 Territorial governance of road projects 

Local authorities are an integral part of this governance structure; road projects must be 

designed in view of the specific needs of surrounding populations. Forms of 

decentralised governance may be successful for catering to local needs, especially for 

overseeing road maintenance. As local authorities however often lack experts in road 

administration and engineering, specific training is vital for decentralization to function. 

Equally crucially, the transfer of authority towards territorial bodies must be 

accompanied by a durable transfer of financial and legal resources. In Mozambique for 

instance, where authorities were expected to delegate oversight to territorial entities after 

the Maputo Toll Road‟s construction
38

, the project currently remains very „top-down‟.
39

 

Elsewhere, significant headway has nonetheless been made. Building on Uganda‟s 1992 

District, Urban and Community Access Roads (DURCAR) Strategy, the 1997 Local 

Government Act of Uganda thus aimed to devolve maintenance services for urban, 

community, and rural district roads to local authorities.
40

 Despite this approach‟s limits 

(no objective criteria determined the amount of funds to be disbursed per district, for 

example), it can provide valuable insight concerning the territorial organization of 

responsibilities. The international community and the private sector can also play a part 

in strengthening territorial governance structures, by abiding by local jurisdictions and 

backing local entities‟ financial and regulatory autonomy.  

 

2.3.2 Regional coordination: Legal harmonisation of road transport 

Beyond the local and national levels, road transport projects must crucially be developed 

on a regional scale. Currently most road infrastructure projects remain country-centred; 

Africa‟s regional transport corridors are poorly integrated, face a high percentage of 

missing links, and lack efficiency. This mutual isolation among projects severely limits 

the resulting roads‟ social and economic benefits, particularly for landlocked countries. 

Regional coordination can notably enable African companies to exploit economies of 

scale and to become more competitive. Developing major long-distance roads along 

Africa‟s key intra-continental trade and transport axes may therefore be the continent‟s 

most pressing transport priority. Recent G8, TICAD and SSATP action plans all 

highlight the crucial role of RECs in this; regional coordination may well hold the key to 

fully developing the potential of private investment in Africa‟s road transport 

infrastructure. 

 

 

 

 

 

 

 

 

  Just as much as other 

infrastructure sectors, 
the road sector requires 

a multi-layered system 

of territorial 
governance. 

 

 

 

 

 

  The 1997 Local 

Government Act of 
Uganda, which aimed to 

devolve maintenance 

services for urban, 
community, and rural 

district roads to local 

authorities, can provide 
valuable insight 

concerning the 

territorial organization 

of responsibilities. 

 

 

 

 

 

 

 

 

  The mutual isolation 

among road 

infrastructure projects 
(mostly country-centred 

or poorly integrated at 

the regional level) 

severely limits the 

resulting roads’ social 
and economic benefits, 

particularly for 

landlocked countries. 

 

 

 

 

 

                                                 
38 Mozambique‟s Maputo N4 Toll Road is a 30-years concession for a 503km road linking Maputo port with South Africa‟s economic centre 

in the Gauteng. Since the highway‟s completion in 2000 traffic has been increasing by 6% per year and private-sector investment in 

Mozambique has surged. OECD, African Economic Outlook 2005-2006. 
39 Grant, Andrew J. and Söderbaum, Fredrik (eds). The new regionalism in Africa. Burlington, VT: Ashgate, 2003. p.78. 
40 The DURCAR strategy notably established Planning Departments for road maintenance at the district level and allocated central revenues 

to sub-national authorities through a system of conditional grants. Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study 

of Uganda Experience”. SSATP Discussion Paper No.1, March 2002.  
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Box 3: There is a recent surge in donor commitments for supporting private sector 

participation in Africa’s road transport, particularly on the regional level 

 
 

 The TICAD IV Yokohama Action Plan (30 May 2008) identifies infrastructure as the topmost 

priority for boosting Africa‟s economic growth. Over the next 5 years, the TICAD process commits 

to focus on regional transport infrastructure, including roads and ports. This includes: “providing 

financing and technical assistance for the planning, construction and improvement of regional 

transport corridors and international ports; supporting capacity-building for the management and 

maintenance of regional infrastructure; and promoting facilitation of cross-border procedures such 

as One Stop Border Posts (OSBP); and supporting technical cooperation for comprehensive 

community development along with road infrastructure development”. The Action Plan also aims to 

“promote, support and strengthen PPP in infrastructure”. 

 

 The G8 Hokkaido Toyako Summit Leaders Declaration (8 July 2008) acknowledges that, “the 

development of infrastructure, in particular road and power networks, focusing on trans-national 

solutions and coordination through the Infrastructure Consortium for Africa together with private 

financing” is “critical both to generating private sector-led economic growth and achieving the 

MDGs”. Concerted G8 efforts are particularly interested in the potential of regional infrastructure 

projects for developing regional markets. In this light the G8 launched a REC Capacity Building 

Initiative at the June 2007 Heiligendamm Summit; this should enable RECs to accelerate 

implementation of planned regional infrastructure projects for which funding is already in place. 

 

 The Almaty Programme of Action (August 2003) was adopted at the Ministerial Conference 

organized by the United Nations ECOSOC‟s Special Body on Least Developed and Landlocked 

Developing Countries. This Programme of Action had already reflected the international 

community‟s recognition of the key importance of regional transport infrastructure for the 

development of  landlocked and transit developing countries. 

 

 

Regional transport projects have particularly complex legal implications, however. They 

involve harmonising the stances of multiple national ministries on a wealth of issues 

(technical agreement on engineering specifications, common bid requirements, etc.), and 

generally require more time and funds than national or bilateral projects do.
41

 As implied 

by Principle 12, which recommends establishing mechanisms for cross-jurisdictional 

cooperation in infrastructure projects, legal harmonization is central to regional transport 

development.  

 

Firstly, countries must rapidly coordinate legislation concerning private involvement in 

transport infrastructure. This remains a very delicate topic because governments must 

decide which legislation (national or regional) applies to private actors. As noted by an 

observer of the OHADA (Organization for the Harmonisation of Business Law in 

Africa), even once regional business law has been formulated, its application is often 

resisted by competing national or sub-regional regulatory frameworks.
42

 Secondly, 

legislation must be coordinated concerning transport use: toll levies should be regionally 

consistent, and costly border controls (which can last up to 72 hours) need significant 

reduction. WAEMU and ECOWAS have thus jointly implemented a regional traffic 

facilitation programme since 2003, prioritising the adoption of a single road transit 

document and the reduction of border controls. Likewise, under the EATTP‟s Northern 

Corridor Transit Facilitation Programme, the EAC aims to reduce non-tariff barriers 

along the Northern Corridor
43

 and to establish 14 additional one-stop border posts over 

the next five years (one has already been created at Malaba, on the Kenya-Uganda 
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41 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1 
42 While the 1995 OHADA Treaty was for instance designed to replace national business legislations in 16 west-African countries, due to its 
overlap with competing regional frameworks, to poor cross-country communication, and to national resistances, Treaty application has been 

suboptimal. Lohoues-Oble Jacqueline. “Le Traité OHADA, 5 ans après”. CCEJ, Les Grands débats du CAFIDA, 14 mars 2003. 
43 The Northern Corridor connects a number of landlocked countries including Rwanda, Uganda, Burundi, and the DRC to Mombasa port. 
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border).
44

 These moves should further enhance the Corridor‟s efficiency, in which transit 

traffic already doubled between 1998 and 2003.
45

  

Decentralisation dynamics can also be highly useful for regional road projects, as 

emphasised by the SSATP‟s Second Development Plan. In particular, forthcoming 

SSATP programmes hope to strengthen Regional Coordinators (RCs), granting them 

more autonomy for overseeing transit transport.
46

 The SSATP‟s REC-TCCs (Transport 

Coordination Committees) moreover advocate setting up corridor management groups to 

improve overall corridor performance; this has recently triggered the establishment of a 

North-South Corridor transport operation group, which unites seven countries under the 

continent‟s biggest corridor management authority.
47

 This is a major move forward in 

terms of continental harmonisation, and should encourage other regional road networks 

to follow suit. Decentralisation, regulatory alignment, and project coordination under 

corridor management groups are promising steps to be envisaged by African 

policymakers. 

 

2.3.3 Coordinating regional infrastructure projects and programmes 

Overlap and duplication of infrastructure projects presents a real risk on the regional 

level. The harmonisation and rationalisation of transport infrastructure initiatives is 

imperative, and is gaining momentum under the guidance of the AU and NEPAD (see 

Box 4). At the AfDB‟s September 2006 Tunis meeting, agreement was reached on the 

establishment of a new “Coordination Mechanism”, which clarifies the specific roles of 

the AU Commission, NEPAD Secretariat, the AfDB and the RECs, and attempts to 

achieve better coordination among them and with national governments. At 

Heiligendamm in June 2007, G8 leaders announced the launch of a REC Capacity 

Building Initiative, in view of assisting RECs in moving forward on regional 

infrastructure projects that have been planned and for which funding is in place. The 

initiative is to be merged with NEPAD‟s Infrastructure Project Preparation Facility 

(IPPF), and in the long term should enable RECs to independently implement continental 

infrastructure programmes. 

Similarly, the SSATP‟s REC Transport Coordination Committee unites most Sub-

Saharan African RECs and sector-specific regional organisations in the aim of better 

coordinating initiatives across the continent.
48

 Within this framework, in March 2006 key 

players in regional transport resolved to develop a regional consultative mechanism for 

corridor management groups. This facility would enable inter-corridor exchange of best 

practices and experiences, avoid overlaps, and facilitate mutually-beneficial business 

partnerships by promoting competition between modes. Most innovatively, participant 

states are also considering the establishment of a multinational corporate entity (owned 

by member states through public-private partnerships) which would lead the management 

and operation of transport infrastructure in the corridor network.
49

 Such articulations 

must urgently be followed through so as to limit the counter-productive multiplication 

and dispersion of road infrastructure initiatives, and instead to make the most of mutual 

synergies. 
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44 Harmonisation of regulations concerning axle load controls is also being envisaged, and a Comparative Transport Cost Study will analyse 

different investment options on the regional scale. SSATP Annual Report 2005 
45 Africa Partnership Forum, “9th Meeting of the APF”. November 2007. 
46 “SSATP Annual Meeting 2007”. Nov 5-7 2007, Ouagadougou. SSATP Working Paper No.88. 
47 Ibid 
48 Ibid 
49 Adzigbey, Yao, Kunaka, Charles and Mitiku, Tesfamichael Nahusenay. “ Institutional Arrangements for Transport Corridor Management 

in Sub-Saharan Africa”. SSATP Working Paper No.86 



 

16 

 

 

Box 4: Potential for harmonising Africa’s multilateral initiatives for regional transport infrastructure 

 
 

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 the 

development of infrastructure within the NEPAD (consisting of the STAP and of a complementary medium-to-long-

term strategic framework, MLTSF) was proposed by the African Development Bank in 2001. The STAP outlined 

priority infrastructure projects and programs for 2002-2007. Attention is placed on the continent‟s important 

infrastructure requirements, as well as on the policy, regulatory and institutional frameworks required to ensure the 

efficiency of regional infrastructure assets. The STAP and MLTSF are primarily based on the programmes of the 

RECs, and envisage a major role for private sector participation in the development of infrastructure. 

 The African Union is seeking to develop a common Master Plan for infrastructure development. This would 

complement the NEPAD framework and correspond to the infrastructure priorities laid out in NEPAD’s Africa 

Action Plan. This Master Plan should establish a single vision of cross-border infrastructure in Africa, by 

coordinating priorities and by uniting various initiatives (such as the MLTSF and the AU Commission‟s sector master 

plans) under a single infrastructure programme. 

 

Tools and actors for the facilitation of regional project implementation 
 

 The East African Community (EAC) – illustrating the coordination capacity of RECs: Under the East African 

Trade and Transport Policy Programme (EATTP), the EAC Secretariat, the Northern Corridor Transit Transport 

Coordination Authority (NCTTCA), and the Central Corridor Transit Transport Facilitation Agency (TTFA) have 

received AfDB grants for strengthening their role in regional-level policy, planning, harmonization, and coordination 

of transport infrastructure and trade. Similar coordination efforts are taking place in other RECs, such as the SADC or 

ECOWAS. 

 NEPAD Infrastructure Project Preparation Facility (NEPAD-IPPF): Managed by the AfDB, this facility‟s 

objectives are to assist African countries, RECs and related institutions to prepare regional infrastructure projects and 

programmes, develop consensus, and broker partnerships for their implementation. Other objectives include 

supporting the creation of an enabling environment for private sector participation in infrastructure, and supporting 

targeted capacity building initiatives. 

 Infrastructure Consortium for Africa (ICA): established in 2005 following the Gleneagles G8 Summit, the ICA 

encourages a joined approach to meet Africa‟s urgent infrastructure needs across all sectors. ICA‟s financial support 

to projects which have an important regional impact has more than doubled since 2006, reaching $1.9 billion in 2007 

(nearly one quarter of all financing).  

 

International initiatives backing Africa’s regional road infrastructure plans 
 

 World Bank: the Sub-Saharan African Transport Policy Programme (SSATP): Currently engaged in the 

implementation of its Second Development Plan (DP2, 2008-2011), the SSATP is a partnership of 35 African 

countries, 8 RECs, AU/NEPAD, UNECA, and international development partners, that aims to channel transport 

infrastructure towards poverty reduction and regional integration. Private sector representatives have been co-opted 

on the SSATP board since 2007. 
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 CHALLENGE 3: ENSURING THAT ROAD 

INFRASTRUCTURE PROJECTS ARE GENUINELY 

SUSTAINABLE AND INCLUSIVE 
 

3.1 Sustainability and road maintenance  

 

While attracting private sector actors towards Africa‟s transport infrastructure is 

certainly an important first step, it is equally crucial to ensure that the resulting transport 

projects are fully sustainable and have the desired social impact. Post-implementation, 

road projects face an overriding maintenance constraint. In much of Africa, newly-

constructed roads therefore seldom last long: systematic axle overloading of trucks and 

poor water drainage result in the multiplication of potholes and accidents.
50

 The SSATP 

estimates that, due to poor maintenance, many African countries have lost about half of 

their road networks over the last 40 years.
51

 If maintenance and its funding are not 

addressed from the initial phases of a PPP, financial flows towards road infrastructure 

become one-shot construction efforts that soon fall into disrepair. Financial sustainability 

of road projects is therefore crucial, as emphasised by the OECD‟s Principle 2:  no 

infrastructure project should be embarked upon without assessing the degree to which its 

costs can be recovered from end-users and, in case of shortfalls, what other sources of 

finance can be mobilised. Environmental sustainability should also be considered in all 

project phases; Environmental Impact Assessment (EIA) guidelines, which are now a 

pre-requisite for most multilateral development bank funding, are gradually being set for 

the road sector – as for instance in Uganda.
52

 

 

3.1.1 Establishing autonomous road agencies and maintenance funds  

The International Transport Forum, ICA, the Africa Infrastructure Country Diagnostic 

(AICD) and the SSATP all advocate transfer of management from a ministry to an 

autonomous road agency in order to improve project management and to ensure that 

road maintenance funds are appropriately used. Likewise, Principle 17 recommends 

establishing specialized and independent regulatory authorities to monitor infrastructure 

projects. Many African countries have thus seen a shift in the governance structure of 

road management, from traditional government bodies to performance-based agencies. 

In 2007 Sub-Saharan Africa counted 12 autonomous road agencies, and four more are 

under establishment (in Ghana, Kenya, Rwanda and Swaziland). These agencies can 

significantly disentangle road project governance, and can back road funds in covering 

maintenance costs.
53

 „Second generation road funds‟, financed by fuel levies, vehicle 

registration fees and other charges on transport users, are thus spreading in Africa;
54

 

since they require major institutional reforms, in 2006 only 27 Sub-Saharan African 

countries counted road funds, 23 with autonomous boards.
55

 Senegal, DRC, Burkina 

Faso and Uganda are nonetheless setting up new road funds and eight African countries 

restructured their funds in 2004-07.
56

 

Like the „first generation‟, however, these funds face problems. Only a third of them are 

meeting their needs for regular maintenance
57

: while in some countries over 80% of road 

maintenance requirements are covered (as in Kenya or Ethiopia), in others such as 

Zambia or Tanzania only 25-50% of needs are met. Another challenge lies in ensuring 

that resources are channelled towards all road transport sectors, without sidelining less 

                                                 
50 OECD, African Economic Outlook 2005-2006. 
51 SSATP Annual Report 2005 
52Ecaat, Justin.  “Review of EIA Application in Uganda, July 2004”. UNECA, Oct. 2004.  
53 Africa Partnership Forum, “9th Meeting of the APF”. November 2007. 
54 Ibid 
55 Ibid 
56 SSATP 2007 Annual Meeting. “Progress towards achieving the LTDP goal in relation to the outputs – RMF 

main achievement, lessons and challenges (2004-2007)”.  
57 SSATP Annual Report 2005 
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lucrative areas.
58

 Funds also risk over-relying on road users for finance, which may lead 

to excessively high toll costs and bar the poorest from road access. Road funds and 

agencies must moreover be sufficiently independent from both public and private 

influence; if such autonomy is not firmly secured, these bodies risk further reducing 

accountability in the road sector by multiplying inefficient oversight agencies.
59

 This 

would run completely counter to the road sector‟s maintenance needs. 

So as to counter these risks, road funds and agencies should operate based on concrete 

performance objectives. This was the case of Uganda‟s Road Agency Formation Unit 

(RAFU), created in 1998, which was autonomous from the MoWHC and had its own 

Management Committee.
60

 A corporate body for overseeing road maintenance, the 

Uganda Road Fund, is now being launched along the same framework.
61

 Road funds 

should also be financially separated from the general government budget; this ring-

fences money for maintenance and avoids its diversion towards other priorities. 

Encouragingly, financial audits of African road funds indicate that funding is 

increasingly transparent.
62

 Also, while resources remain low, funds have begun 

allocating more of these to the rural sector (1/3 of revenues in Ghana, Kenya, Namibia, 

Rwanda, Tanzania and Zambia). If public authorities remain mindful of the risks facing 

road funds and consistently manoeuvre to avoid these, funds can therefore bring 

substantial benefits. There is furthermore potential for regionally coordinating road 

funds within the African Road Maintenance Funds Association (ARMFA), whose 

membership has risen from 16 to 26 funds over 2004-07.
63

 

 

3.1.2 Output-based contracts and traffic control 

Output-based maintenance contracts are another possible solution for road maintenance. 

Most road agencies now contract out 80% or more of maintenance works.
64

 Continent-

wide, new forms of PPPs are allowing a more significant contribution to road 

maintenance: the South African National Roads Agency (SANRAL) has renovated its 

routine road maintenance (RRM) contracts in this view, and Nigeria‟s Federal Roads 

Development Project implements long-term performance-based contracts where initial 

public coverage of maintenance costs is gradually taken over by toll revenues. Tolling 

nonetheless remains problematic: since the road projects that best lend themselves to 

cost recovery via tolling are high-volume, limited-access highways, co-financing these 

with government funds could entail under-investing in rural and secondary roads. 

Possible solutions include concessioning large-scale toll roads to the private sector 

without co-financing them, thereby freeing up public funds for roads where cost 

recovery is limited. This logic has partly been followed in Kenya: tolls taken by the 

concessionaire on a part of the Northern Corridor go towards maintaining both the 

corridor and part of the Nairobi ring road, where tolling is more difficult.
65

 

Preventive measures to reduce road damage itself can also clearly reduce maintenance 

costs. Until 2004, Mozambique‟s N4 Corridor for instance faced high risks of 

degradation, since the concession agreement did not specify truck load regulations. The 

concessionaire has since assisted the South African and Mozambican governments in 

establishing axle load controls, decreasing the percentage of overloaded vehicles from 

23% in 2001 to 9% in 2004.
66

 Improving roads‟ water drainage during construction can 

                                                 
58 In 2007, on average countries devoted 60% of funds to main roads, and only 18 % and 15% to rural and urban roads respectively; six road 

funds even allocated no funds to rural roads. SSATP 2007 Annual Meeting. “Progress towards achieving the LTDP goal in relation to the 

outputs – RMF main achievement, lessons and challenges (2004-2007)”. 
59 Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study of Uganda Experience”. SSATP Discussion Paper No.1, 

March 2002.  
60 Kumar, Ajay. “A Contrasting Approach to Road Reforms: The Case Study of Uganda Experience”. SSATP Discussion Paper No.1, 
March 2002, p. ix. 
61 Uganda Road Fund. Available at: http://www.roadfund.ug  
62 The SSATP notes that average delay for paying contractors‟ bills was 32 days in 2007, compared to one year in Burkina Faso prior to 

fund establishment. SSATP Annual Report 2005 
63 Ibid 
64 SSATP 2007 Annual Meeting. “Progress towards achieving the LTDP goal in relation to the outputs – RMF 
main achievement, lessons and challenges (2004-2007)”.  
65 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1, p.30 
66 OECD, African Economic Outlook 2005-2006 

http://www.roadfund.ug/
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also facilitate maintenance. The Maputo Corridor experience should encourage 

governments to explore regulatory and technical frameworks for limiting road 

degradation; it also sets a valuable example for other PPPs in terms of the efficiency and 

ease of public-private cooperation, particularly when more than one government is 

involved. 

 

3.2 Inclusiveness 
While inclusiveness is easily sidelined in many private concessions, it is crucial that road 

transport services consider the needs of all road users if they are to benefit local 

communities. The poor should retain affordable access, environmental sustainability 

must be safeguarded, and, given that 50% of Africans will live in urban areas by 2030,
67

 

the facilitation of urban mobility must also vitally be addressed in all projects.  

 

3.2.1 Including rural areas 

Alongside prioritising the development of highways linking economic hubs, road 

projects should imperatively include rural areas. Rural transportation is both a social and 

an economic priority: case studies in five African countries show that improving local 

roads can double agricultural productivity and quadruple sales, as happened in Guinea 

over a five-year period. Inversely, in Ethiopia overall crop yield declined significantly 

with increasing distance from the Combolch-Gundowein road.
68

 Linking rural areas to 

market hubs is particularly vital; according to the ICA, the reliability of farm/village-to-

market roads strongly affects populations‟ possibilities of shifting from subsistence to 

agriculture.
69

 Unfortunately, past projects have tended to overlook this rural dimension. 

Tellingly, the unweighted average of the World Bank‟s Sustainable Access to Rural 

Transport indicator
70

 for Sub-Saharan Africa is 37%. This compares to 43% for all IDA-

only countries (including from other regions), and to 94% for the eight IBRD countries 

also covered.
71

 While motorway and corridor development should remain Africa‟s 

topmost priorities, secondary road transport therefore requires careful consideration. 
 

 

Fig 3: Social Rate of Return of World Bank Infrastructure Projects in 1964-2003 

 

 

Source: AEO (2006) 
 

 

More recently, rural access to roads has enjoyed more attention in PPP design. Having 

improved 500km of community access roads under various programmes, since 2005 

Uganda is preparing a ten-year District Road investment plan. Likewise, Cameroon, 

Swaziland, Zambia and Tanzania are all developing rural transport infrastructure and 

services, and building the local governments‟ capacities for coordinating these efforts.
72

 

                                                 
67 SSATP Annual Meeting 2007 Main Report. SSATP Working Paper No.88, January 2008. 
68 SSATP Annual Report 2005,  p.44 
69 Infrastructure Consortium for Africa 2006 Annual Report, Vol.1, p.9 
70 This indicator measures the proportion of rural people living within two kilometers of an „all-season road‟. 
71 OECD, African Economic Outlook 2005-2006, p.52 
72 SSATP Annual Report 2005 
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Next steps involve matching these programmes with concerted investment in 

marginalized urban roads; despite their proximity to economic hubs, many less lucrative 

urban roads (for instance those linking townships to city-centres) are also often ignored 

in concessions. 
 

Fig 4: Rural population living less than 2 km from an all-season road 

 
Source: SSATP 2005 Annual Report 

 

3.2.2 A participatory approach to project design 

Inclusiveness also requires adopting a participatory approach and prioritising community 

involvement from the design stages of the project. The potential value-added of local 

authorities comes to the fore here. As emphasized by Principle 9, end-users and all 

stakeholders should be consulted at all stages of the project, as well as for post-project 

monitoring. Local ownership has been granted particular attention by the SSATP under 

its Poverty Reduction-Transport Strategy Reviews (PRTSRs). These verify whether 

countries‟ transport frameworks sufficiently take the goals of national Poverty Reduction 

Strategies into account.
73

 The recent review process for Kenya commended its Roads 

2000 Programme as an important initiative for rural access and mobility; a particularly 

innovative, ownership-geared approach to road maintenance was undertaken in Nyanza 

Province, where stakeholders‟ fora were created to prioritise road projects, mobilize the 

community, monitor implementation, and liaise with public organizations in each 

district.
74

 This strategy is also in line with Principle 23, which urges private actors to 

communicate with affected communities so as to develop mutual understanding of the 

project‟s objectives. To enable constructive dialogue between private actors and the 

general public, empowering local associations through capacity-building programmes 

may be in order.  

   

3.2.3 Ensuring low-income access to toll roads  

While the Mozambique Corridor has been criticized for sidelining secondary roads and 

the rural sector, in other domains the project has been remarkably inclusive. Toll road 

access has been facilitated for low-income Mozambicans: the concessionaire subsidises 

the Mozambican portion of the road with the higher revenues from the South African 

side, allows the toll to vary according to vehicle size, and offers regular Mozambican 

users substantial discounts.
75

 This approach can provide guidance for mitigating the 

exclusionary risk presented by road-tolling. 

 

                                                 
73 PRTSR recommendations have been heeded by many countries in their subsequent transport development plans: in Malawi for instance, 

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

SSATP. “Lessons from Poverty Reduction Transport Strategy Reviews (PRTSR) Process”. 2007. 
74 As the Kenya Roads Programme only targets 37% of districts, expansion of the project nonetheless remains necessary. SSATP, The 
Government of Kenya. “SSATP Review of National Transport Policy and Poverty Reduction Strategy - Kenya”.  Final Report, February 

2006.  
75 OECD, African Economic Outlook 2005-2006 

http://www4.worldbank.org/afr/ssatp/Open.aspx?id=680
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strengthening the 
capacity of the domestic 

construction industry. 

3.2.4 Employment-generation 

A final, essential dimension of sustainable infrastructure investment is employment 

generation; due to its high labour-intensity, the transport sector holds particular potential 

for this. Local employment directly facilitates road maintenance: only by ensuring that 

the majority of workers in a road concession are locally-hired can capacities for long-

term road maintenance be developed. If local employment is not fostered, investment in 

road transport may simply generate unsustainable „jobless growth‟. As urged by 

Principle 24, private sector participants must be mindful of the consequences of their 

actions for local communities, and should work to mitigate such socially detrimental 

outcomes. 

Uganda has forged ahead in terms of employment-generation through its emphasis on 

strengthening the capacity of the domestic construction industry: labour-based contracts 

are let out on both main and district roads.
76

 Likewise, Zambia is following an action 

plan to strengthen the local road construction industry,
77

 and the South African National 

Roads Agency (SANRA) aims to develop sustainable small, medium and micro 

enterprises along its road network. This innovative, socially-geared approach to road 

concessions focuses on small sub-contractors (particularly women, local labour, and 

Historically Disadvantaged Enterprises) which execute over 80% of the work.
78

 Road 

funds can also stimulate local contracting: around 2,000 contractors have thus been 

promoted in rural Tanzania since the commercialization of rural roads.
79

 So as to further 

enhance private investment‟s capacity for local employment generation, governments 

could also empower local construction industry associations and encourage them to play 

a more active role in road projects. 

 

                                                 
76 SSATP Annual Report 2005 
77 In addition to fostering employment, this plan seeks to ensure widespread road access: in accordance with SADC stipulations, toll roads 

can only be introduced if an alternative road is provided free of charge. OECD, African Economic Outlook 2005-2006, p.61 
78 To this end, entry barriers for small contractors are maintained low. The main contractor operates as a management contractor, and bears 

the responsibility for training the sub-contractors. World Bank, “Performance Based Contracts for Roads in South Africa”. Resource Guide 
for Performance-based Contracting, March 2006. 
79 SSATP 2007 Annual Meeting. “Progress towards achieving the LTDP goal in relation to the outputs – RMF 

main achievement, lessons and challenges (2004-2007)”. 
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CONCLUSIONS 
  

Dialogue across governments and investors can enable private and public partners to make 

the most of the diverse and complementary innovations discussed above, and to actively 

tackle the key challenges facing Africa‟s road transport infrastructure sector. It is important to 

note that, while some arrangements (reduction of border controls, establishment of 

autonomous road funds, or simplification of national business laws) may be attainable 

relatively rapidly, others (strengthening Africa‟s financial markets, fully harmonizing 

regional jurisdictions, or effective decentralization) will take more time. Keeping these 

different timeframes in mind, both long- and short-term targets deserve central positions in 

African policymakers‟ and RECs‟ agendas. The international community and private actors 

also have a central role to play. To obtain maximum effect, projects and policies concerning 

road transport must imperatively be coherently prioritised. Developing road corridors at the 

regional level deserves particular emphasis: trans-regional transport links can provide a vital 

springboard for intra- and extra-continental trade, catalyse FDI to Africa, and generate 

numerous social spill-over effects for local populations. In the short-term, the following 

recommendations can be made: 

  

Creating an enabling environment for PPP success in Africa 
 

The role of African governments and RECs: 
 Regionally-consistent business-friendly legislation and diffusing sector-specific 

information can make an immediate difference for attracting private investors.  

 Governments should take advantage of emerging regional guarantee facilities and 

infrastructure funds to support private actors. Countries should also work to enhance 

Africa‟s profile as a place in which to invest, particularly vis-à-vis „new‟ investors 

including SWFs and emerging economies.  

 Reinforcing the powers of independent governance-monitoring units and of 

autonomous road boards can strongly deter irregular practices in awarding and 

fulfilling contracts, both for public and private actors.  

 Governments must share responsibilities with the private actor, and recognize that 

developing road transport infrastructure also requires (and indeed starts with) public 

investment. Significantly increasing the percentage of GDP allocated to the transport 

sector will leverage private involvement and permit sustainable partnerships.  
 

The role of private actors and the international community: 
 International organizations and multilateral bodies should consolidate the guarantee 

tools and infrastructure funds available for governments and private actors. Fund access 

could be conditioned on standards of corporate social responsibility and on local 

contracting; this would increase private investment‟s positive spill-overs in the road 

sector.  
 Emerging economies seeking to engage in Africa‟s transport infrastructure are 

encouraged to join the OECD Anti-Bribery Convention and to promote business 

integrity in obtaining infrastructure contracts and concessions. 
 Mechanisms for continuous communication between public and private actors should 

be put in place, to ensure that all project-relevant information is disclosed on both ends 

and that private actors do not renege on formal agreements. 

 

Development of regional road infrastructure 
 

The role of African governments and RECs: 
 Regional coordination must urgently be addressed. Establishing corridor management 

groups and increasing communication across RECs under the AU‟s Coordination 

Framework can significantly reduce project overlaps and catalyse mutual synergies. 

 RECs should rapidly rationalize Africa‟s multiple infrastructure investment initiatives, 

including those concluded multilaterally or bilaterally with extra-continental bodies. 
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Aligning programmes within a single prioritized and time-bound framework is essential 

to avoid overcrowding.  

 Road project funds must be coherently channeled towards the most pressing projects; 

fund dispersion among disconnected initiatives should be avoided at all costs. Rather 

than focusing on isolated national networks, countries must seek to make realistic 

headway in developing road corridors across Africa‟s essential trading axes.  

 Establishing regional or continental facilities to guide upstream project preparation 

could make road PPPs more coherent and longer-lasting. 
 

The role of private actors and the international community: 

 Multilaterally-backed transport infrastructure initiatives such as the SSATP must 

continue their efforts in harmony with AU and REC policy frameworks, and must 

imperatively increase cross-communication so as to avoid overlap. Rationalization of 

these initiatives is essential. 

 Donors should allocate a higher percentage of resources towards regional projects in 

their road infrastructure commitments, and should actively encourage private actors 

seeking to engage in such projects.  

 

Road maintenance and inclusiveness 
 

The role of African governments and RECs: 
 Maintenance can be facilitated by enhancing road fund autonomy, by implementing 

preventive maintenance measures such as axle-load controls, and by effective 

performance-based contracting (the World Bank PBC Resource Guide may be useful in 

this respect – see Box 2). 

 Funding for secondary roads, both rural and urban, can be sustained through innovative 

toll fund transfers from more lucrative road sections.  

 Differentiated tolling or taxes (with an emphasis on contributions from large freight 

carriers and lower charges for individual road use) would help to fund national and 

regional networks (see Box 1). 
 

The role of private actors and the international community: 

 Private actors must share responsibility for maintenance issues with the public sector, 

and tolling must be adapted to the specificities and access needs of local populations. 

 In addition to involving local communities in project design and implementation, 

private actors should ensure that local contractors are employed to the greatest possible 

extent in road projects.  

 Engaging in less lucrative sectors (rural areas or secondary urban roads) is equally 

paramount. 

 

Both public and private actors clearly have core responsibilities as concerns private sector 

involvement in Africa‟s transport infrastructure. The private sector can bring crucial 

financing, experience, and efficiency to the road sector. In parallel, far from entailing state 

withdrawal, private involvement requires the empowerment of local and central public 

authorities so that these can engage in a sustainable and equal partnership. RECs will also 

shoulder increasingly large responsibilities in the road sector as regional infrastructure 

projects pick up speed. To ensure the smooth running of such partnerships, public and private 

actors can draw both on successful national and regional experiences, and on the guidance 

provided by policy tools such as the OECD Principles for Private Sector Participation in 

Infrastructure. The above analysis indicates that the time is ripe for African governments to 

decisively engage with private partners in the aim of improving road transport infrastructure: 

the current need is vast, but so too is the potential for progress. 
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Annex 
 

I. 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. 5 A sound enabling environment 

for infrastructure investment: high 

standards of public and corporate 

governance, transparency and the 

rule of law, protection of property and 

contractual rights. 

P.14 There should be full disclosure 

of all project-relevant information 

between public authorities and their 

private partners, including the state of 

pre-existing infrastructure, 

performance standards and penalties 

in the case of non-compliance. The 

principle of due diligence must be 

upheld. 

Due to vast start-up costs and sunk 

costs, initial investment 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 Road Concession.  The 

role of government support in the 

form of waivers, incentives, and 

guarantees was also key. 

Ethiopia:  harmonisation of practices 

concerning project procurement, 

documentation and monitoring under 

the Roads Sector Programme, has 

been agreed between the Ethiopian 

Roads Authority (ERA) and other 

stakeholders. 

Regulatory simplification in the 

interests of attracting private 

investment is spreading. 40 African 

countries introduced business-friendly 

measures in 2006, reforming the 

banking sector (as in Congo, Nigeria, 

amongst others), or easing 

registration/taxation constraints 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 to 

commercial pressures, dismantling 

unnecessary barriers to entry and 

enforcing adequate competition laws. 

Supply in the transport sector is rather 

inelastic due to high fixed costs, 

which reduces possibilities for direct 

horizontal competition; nonetheless, 

upstream competition for concessions 

should imperatively be encouraged 

and rendered as transparent as 

possible. 

Regionally:  In 2006 key players in 

regional transport resolved to develop 

a common consultative mechanism 

for corridor management groups. This 

would promote competition between 

project modes on a regional level. 

Fostering a competitive 

environment is on good tracks, 

especially in East Africa.  The WB‟s 

Doing Business Report 2007 featured 

Tanzania and Ghana among the top 10 

global reformers for the year, joined 

by Egypt and Kenya in 2008. 
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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  Awarding infrastructure 

contracts so as to guarantee 

procedural fairness, non-

discrimination and transparency. 

As the road sector takes the form of a 

natural monopoly, contracting may be 

subject to favouritism. Unfair bidding 

is a major risk. 

Efforts made in terms of information 

provision (see above) constitute 

important first steps. 

Transparency of „rules of the game‟ 

concerning procurements must be 

enhanced, notably at the regional 

level, for larger projects. 

P.4  Fiscal discipline and 

transparency must be safeguarded, 

and the potential public finance 

implications of sharing 

responsibilities for infrastructure with 

the private sector fully understood by 

public officials. 

Local road management involves sub-

sovereign entities, which must have 

financial autonomy. 

Long-term budget costs of providing 

guarantees or sharing responsibility 

for maintenance must be realistically 

considered. 

Local governments have been 

partially empowered through 

decentralization acts (Zambia, 

Uganda, Tanzania), though financial 

autonomy remains 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 

oversight may draw on the public 

budget. New contract forms (Box 1) 

can also support private actors. 

P.16  The formal agreement between 

authorities and private sector 

participants should be specified in 

terms of verifiable infrastructure 

services, on the basis of output-based 

specifications.  

P.20 Private 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 sidelined (rural sector, township 

roads, etc). Community consultation 

can be helpful in this respect. 

Nigeria: the Federal Roads 

Development Project implements 

long-term performance-based 

contracts, where public coverage of 

maintenance costs is gradually taken 

over by toll revenues. 

South Africa:  the National Roads 

Agency (SANRA) has renovated its 

routine road maintenance (RRM) 

contracts by giving them a 

performance-based approach. 

On the regional level, private 

contractors‟ targets should be 

consistent across countries. 

Performance-based contracts (PBCs) 

should be adequately timed, as profits 

take time to materialise. Public bodies 

must take long-term performance 

outputs into account, and ensure that 

corporate responsibility is observed in 

concessions. 

P.17   Entrusting regulation of 

infrastructure services to specialised 

public authorities that are competent, 

well-resourced & shielded from undue 

influence by parties to infrastructure 

contracts. 

Monopolistic sector, where procedural 

fairness for awarding contracts is key. 

Service regulation is paramount in the 

road sector due to the risk of poor 

maintenance. 

Road boards are gaining in 

autonomy.  Uganda‟s Road Agency 

Formation Unit (RAFU), established 

in 1998, is autonomous from the 

MoWHC and has its own 

Management Committee. 

Oversight (including of maintenance) 

would best be ensured by an 

autonomous road agency or board, 

with inclusion of public, private and 

community-level stakeholders. 

P.6 & P.22 Freedom 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 funds are 

growing, and are increasingly 

transparent (as shown by SSATP-led 

audits). 

Regionally, reduction of border 

controls (WAEMU, EATTP) limit 

avenues for bribery. 

Ensuring genuine road fund and road 

agency autonomy can reduce 

corruption opportunities, as can 

further regional alignment of transport 

use and business law. 
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3) Access to finance for private investors 

 

OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 

P. 8  Access to capital markets to fund 

operations is essential. Wherever 

possible, restrictions in access to 

local markets and obstacles to 

international capital movements 

should be phased out. 

The heavy sunk costs of road projects 

and their long-term and initially low 

returns create a specific need for 

durable capital access locally, as re-

financing must take place.  

Fluctuating revenue, dependent on 

tolling and variable road demand, 

further increases the need for reliable 

local financing sources.  

Most projects cannot rely on toll 

revenue alone to cover 100% of the 

private actor‟s operation and 

maintenance costs (especially if low-

income road users are to retain 

access).  

Strengthening capital markets: 

Over 522 firms are listed on sub-

Saharan stock exchanges, up from 66 

in 2000. 18 countries host stock 

markets. African funds are also 

emerging (like the AFDB‟s 

infrastructure-geared PAIDF). 

Alternative sources of finance: 

Given infrastructure‟s potential to 

match long-term provision assets, 

pension funds are steadily gaining 

interest in the transport sector.  

The high liquidity of African assets 

and their low correlations with global 

markets is also attracting emerging 

market funds; these currently deploy 

near 10% of their portfolios in Africa.  

Sovereign Wealth Funds (SWFs) 

likewise present enormous 

development potential.  

Risk-mitigation tools and guarantee 

schemes are spreading to support 

private actors (see matrix I.2 on 

sharing private sector risk). 

Capital markets:  Strong 

performances are concentrated in a 

few countries (80% in South Africa), 

and capital markets remain to be 

strengthened. Innovative regional 

financial services could increase 

liquidity. 

Alternative sources of finance: 

The OECD/IOPS Global Forum on 

Private Pensions (Mombasa, Oct. 

2008) can provide valuable insights 

concerning the potential of pension 

funds. 

Commitments to African road 

infrastructure by „new‟ donors are on 

the rise (China, USD 5 billion in 

2006; Arab partners, USD 600 million 

in road projects in 2006). African 

governments must attempt to channel 

these promising flows towards 

sustainable road projects at the 

national and regional levels. Forms of 

public support in contracting and 

tolling (see Box 1) can help private 

actors to face the risks of variable 

demand. 
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II. Coordinating governing bodies at all levels for road infrastructure in Africa 
 

1) Coordination among various public bodies: transport sub-sectors and territorial governance 
 

OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 
P. 11   Strategies for private sector 

participation in infrastructure need to 

be understood, and objectives shared, 

throughout all levels of government 

and in all relevant parts of the public 

administration. 

Coordination and clarification of 

responsibilities among public 

authorities is particularly crucial 

among transport sub-sectors (air, sea, 

rail…) to ensure that road projects 

form active links with other means of 

transport.  

Ministries and overlapping public 

bodies may have to be rationalised so 

as to efficiently coordinate transport 

sector projects (perhaps in the form of 

a road board). 

Project oversight also requires 

cooperation from empowered local 

bodies (both in urban and rural 

communities). This entails functional 

decentralisation programmes: 

comprehensive transfers of resources 

and of expertise from central to local 

authorities. 

Zambia: since 2005, ministerial 

bodies were regrouped under 3 

agencies to clarify the network‟s 

management and financing.  The 

National Road Development Agency 

(NRDA) oversees planning, 

procurement and monitoring; the 

National Road Fund Agency (NRFA) 

coordinates all relevant financial 

resources; and the Road Transport and 

Safety Agency (RTSA) controls 

transport licensing & traffic control. 

Rationalisation is also taking place in 

Senegal, Malawi, and Sierra Leone. 

Uganda has fully restructured the 

Ministry of Work, Housing and 

Communications (granted regulatory 

and monitoring functions) and the 

Ministry of Finance, Planning and 

Economic Development (now 

responsible for long-term investment 

programmes and fund use oversight). 

Decentralization:  Zambia‟s Eastern 

Province Feeder Road project 

enhanced capacity building within 

local district councils, as did Kenya‟s 

Roads 2000 Programme. Uganda‟s 

DURCAR strategy devolved 

maintenance services for urban, 

community, and rural district roads to 

local authorities. 

Transport sub-sector co-ordination 

remains insufficient. Heed must be 

taken from the Maputo Corridor, 

which is exemplary in terms of intra-

transport coordination: the 380km 

highway has been developed in 

parallel with Maputo port and with an 

upgrading of the rail link between 

Maputo and the border. 

Road boards, if created, should be 

governed by independent managers 

and granted separate funds that are 

ring-fenced from use in other budget 

priorities. Road board audits would be 

necessary to monitor efficiency. 

Decentralisation must be 

accompanied by genuine financial 

autonomy and capacity-building, and 

local representatives must be 

accountable. The SSATP‟s 2008-2011 

Development Plan will place particular 

emphasis on functional 

decentralization. This programme will 

notably aim to strengthen Regional 

Coordinators (RC) and to grant them 

more autonomy and authority for 

overseeing transit transport. The 

empowerment of local road 

associations is also encouraged to 

address maintenance issues. 
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2) Risk and responsibility-sharing between the public and private sectors in PPPs 

 

OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 
P. 3    Risk allocation between private 

parties and the public sector will be 

largely determined by the chosen 

model of private sector involvement. 

Selection of a particular model and 

associated allocation of risk should be 

based on an assessment of the public 

interest. 

Road transport is a particularly high-

risk sector, with high initial costs of 

investment. As road use demand is 

susceptible to changes in exogenous 

circumstances, many PPPs have failed 

because demand risk was 

inappropriately assigned to the private 

partner. 

Risk-mitigation instruments are 

developed by multilateral bodies 

(AfDB, World Bank), covering 

political and commercial risks.  

Regional guarantee facilities (like 

the BOAD Infrastructure Guarantee 

Facility) are growing with external 

donor support. This offers three types 

of guarantee instruments which cover 

both commercial and political risks, 

thus providing flexible guarantees to 

small and medium infrastructure 

projects in the WAEMU. 

The G8 has launched an initiative for 

guaranteeing bonds in Africa against 

currency risk. 

Sharing project risk with a wide 

range of investors (the Mozambique 

Toll Road was successfully supported 

by 4 banks, with 20% equity and 

80%). 

Demand for political risk mitigation 
is now shifting from traditional 

political risk coverage (which covers 

risks of currency inconvertibility, 

expropriation, and civil disturbance) 

towards more commercial risk (breach 

of contract by the host government, 

risks of public non-payment, etc).   

Increasing the availability of 

guarantee covers and offering 

guarantees for regional projects is 

needed. 

P.13 Public authorities should 

communicate clearly the objectives of 

their infrastructure policies and put in 

place mechanisms for consultations 

between the public and private 

partners regarding these objectives 

and individual projects. 

P.10 Authorities responsible for 

privately-operated infrastructure 

projects should have the capacity to 

manage the commercial processes 

involved and to partner on an equal 

basis with their private sector 

counterparts. 

Private participation is often resisted 

by public sector officials, due to 

misunderstanding of the PPP‟s 

objectives.  

Multiplicity of stakeholders and 

territorial entities makes dialogue 

more sensitive. 

Training: numerous workshops for 

public officials in road management 

have been held by the SSATP over 

2004-07. These aim to build 

policymakers‟ capacity for 

cooperation with the private actors on 

an equal basis. 

Consultation is facilitated through 

representative road agencies (in 2007 

sub-Saharan Africa counted 12 road 

agencies; 4 more are under 

establishment in Ghana, Kenya, 

Rwanda and Swaziland, and Senegal, 

Malawi and Sierra Leone are 

undertaking governmental reform in 

this direction. 

Road agencies must be fully 

autonomous, with representatives 

from the public and private sectors, as 

well as from territorial authorities, to 

share information concerning projects.  

Governments should not expect 

private actors to single-handedly 

finance road infrastructure projects. 

Rather, public financing can act as a 

lever for private investment. Domestic 

resources spent on transport 

infrastructure  average 1% of GDP in 

SSA; this is vastly insufficient for 

backing strong PPPs, and far below 

the average in other developing 

countries.  
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3) Coordinating investment at the regional level 

 

OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 
P. 12   Mechanisms for cross-

jurisdictional co-operation, including 

at the regional level, may be 

established.  Special caution is 

warranted to ensure that project 

objectives are widely shared and 

underpinned by formal agreements 

and dispute resolution mechanisms. 

Uncertainty about chains of command 

and incompatibility between legal 

systems can increase investment risk 

and reduce benefits. 

Transport infrastructure cannot be 

developed in isolation from that of 

neighbouring countries. Regional 

coordination is crucial, particularly for 

landlocked countries.  

Discrepancies in jurisdictions across 

states (both on transport use and 

private involvement in transport) can 

be very costly. While significant 

progress has been made in terms of 

aligning transport use law in many 

RECs, legislations on private 

contracting remain poorly 

coordinated. 

Diverse regional investment 

programmes furthermore risk overlap, 

and the rationalisation of multi-lateral 

regional action plans and programmes 

is necessary.  

The AU‟s 2006 “Coordination 

Mechanism” aims to clarify the roles 

of the AU, NEPAD, AfDB and RECs 

in transport projects.  The G8 REC 

Capacity Building Initiative could 

also accelerate regional   project 

implementation.  

This initiative is to be merged with 

NEPAD‟s IPPF, and should in the 

long term enable RECs to 

independently facilitate the 

implementation of continental 

infrastructure. 

EAC:  under the EATTP, transport 

barriers in the Northern Corridor have 

been greatly reduced, and one-stop 

border posts set up. 14 more are 

expected over the next 5 years. 

The North-South Corridor 

transport operation group 
established under the SSATP unites 

seven countries under the continent‟s 

biggest corridor management group. 

While regional alignment on transport 

use rules (tolls, border controls etc) 

have been partly successful, little 

progress is being made on clarifying 

jurisdictions for private investment in 

regional transport infrastructure. 

Perceived risk remains very high here. 

Harmonising competing regional 

business law agreements (such as the 

OHADA) could help in this respect. 

The SSATP‟s REC-TCCs (Transport 

Coordination Committees) also 

promote the establishment of corridor 

management groups to improve 

overall corridor performance. 

The role of RECs in this domain is 

essential; multi-lateral initiatives on 

regional transport infrastructure 

should comprehensively back REC 

programmes. 

Common models for project design 

could reduce discrepancies across 

initiatives:  relying on banking sector 

expertise, ECOWAS is for instance 

setting up a Project Design and 

Implementation Unit, which could be 

followed by all RECs. 

The potential role of the NEPAD and 

AU in an Infrastructure Master Plan 

could greatly reduce the risk of 

programme overlap in the sector (see 

Box 4). 
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III. Ensuring that road infrastructure projects are genuinely sustainable and inclusive, meeting the needs of the African population 

 

1) Sustainability: road maintenance 

 

OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 
P. 2 No infrastructure project, 

regardless of the degree of private 

involvement, should be embarked 

upon without assessing the degree to 

which its costs can be recovered from 

end-users and, in case of shortfalls, 

what other sources of finance can be 

mobilised. 

Road maintenance poses an 

overriding constraint on the 

sustainability of projects.  The SSATP 

estimates that, due to poor 

maintenance, many African countries 

have lost about half of their road 

networks over the last forty years. 

ICA estimates that on average African 

countries still lack the budgetary 

resources and organisational capacity 

to adequately maintain more than half 

of the national road network. 

Resources from road funds or tolling 

are therefore crucial. 

Nonetheless, tolling must be 

monitored and tailored to each 

project‟s context to avoid 

exclusionary effects. 

 

 

Road funds are multiplying to cover 

maintenance costs. Senegal, DRC, 

Burkina Faso and Uganda are 

establishing new road funds and 8 

African countries restructured their 

funds in 2004-07. There is potential 

for the coordination of these funds at 

the regional level: membership of the 

African Road Maintenance Funds 

Association (ARMFA) has risen from 

16 to 26 road funds over 2004-07. 

Tolling is not easy on all roads; in 

Kenya, tolls taken by the 

concessionaire on a part of the 

Northern Corridor go towards 

maintaining both the corridor and part 

of the Nairobi ring road,  where 

tolling is more difficult. Government 

support in tolling schemes (shadow 

tolls, Box 1) can help cover 

maintenance costs. 

Performance-based contracting is 

spreading (as in Nigeria , South Africa 

and Chad - forthcoming).  

Preventive legislation: in 

Mozambique, damage to the N4 

Corridor was reduced by introducing 

axle load controls (decreasing 

overloaded vehicles from 23% in 

2001 to 9% in 2004). 

Road funds must fence resources off 

from use in other budget sectors; they 

must also diversify their financing 

sources - fuel levies and tolls rely 

entirely on the consumer and can have 

exclusionary effects. Funding for rural 

roads, where tolling is difficult, 

should be addressed. 

Currently only a third of funds are 

meeting their needs for regular routine 

maintenance. 

Government funding for road 

maintenance should be increased, in 

addition to the resources generated by 

road funds. While East Africa is in the 

lead in terms of public investment in 

road transport, this respect (with 

Ethiopia spending over 4% of GDP on 

the sector), this remains far behind the 

average in other developing regions. 

More committed financial supported 

is needed. 

Preventive measures such as road 

axle legislation and adequate road 

drainage would significantly reduce 

the cost of maintenance. 
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2) Inclusiveness 

 OECD PRINCIPLE Transport sector specificities Successful efforts made Current trends & next steps 
P. 9  Public authorities should ensure 

adequate consultation with end-users 

and other stakeholders including 

prior to project initiation.  

Road transport services must consider 

the needs of all road users; otherwise 

road projects risk excluding rural 

areas. 

Cameroon, Uganda, Swaziland and 

Tanzania are all developing rural 

transport infrastructure and services, 

with local consultation. 

Capacity is insufficient at the local 

level, preventing effective community 

participation in project design. 

P.23  Private sector participants 

should contribute to strategies for 

communicating and consulting with 

the general public (consumers, 

affected communities and corporate 

stakeholders) with a view to 

developing mutual acceptance and 

understanding of project objectives.  

Empowering local associations and 

building capacity at the community 

level could facilitate maintenance and 

ensure that population needs (urban 

mobility, environmental 

sustainability, village-to-market 

access) are being met. Without 

consultation, tolling amounts may be 

exclusionary. 

Kenya:  in the Nyanza 2000 Road 

Programme, stakeholders‟ fora were 

created in each district to mobilize the 

community, prioritise and monitor 

road projects, and liaise with public 

organizations. 

Mozambique:  the concessionaire 

grants discounts for low-income 

Mozambicans and depending on 

vehicle size to ensure inclusion. 

On the regional level, a participatory 

approach would necessitate forming 

cross-country stakeholder fora to 

share priorities and best-practices; the 

SSATP‟s REC Transport 

Coordination Committee, 

established to enhance coordination in 

regional projects, could provide a 

platform for this. 

P.24 Private sector participants in the 

provision of vital services to 

communities need to be mindful of the 

consequences of their actions for 

those communities and work, together 

with public authorities, to avoid and 

mitigate socially unacceptable 

outcomes. 

Due to its high labour-intensiveness, 

the transport sector holds particular 

potential for employment 

generation; in its provision of road 

transport the private actor must 

include local communities and foster 

local employment as much as 

possible. 

Uganda: labour-based contracts are 

let out on main & district roads.  

Zambia: large-scale road 

infrastructure projects have been 

accompanied by an action plan to 

strengthen the local road construction 

industry. A Road Training School 

trains not only private contractors, but 

also the administrators of out-

contracting schemes in local district 

councils. 

South Africa: the National Roads 

Agency aims to develop sustainable 

small, medium and micro enterprises 

(SMMEs) along its network.  Entry 

barriers for small contractors are kept 

low. The main contractor operates as a 

manager, and sub-contractors execute 

80% of the work. Focus is placed on 

women, local labour, & Historically 

Disadvantaged Enterprises.  

In addition to road construction, road 

funds can also enhance the 

development of local small-scale 

contractors: around 2,000 local 

contractors have thus been promoted 

in rural Tanzania since the 

commercialization of rural roads. 

Nonetheless, in many concessions 

local labour remains under-utilised (as 

was criticised for the Maputo Toll 

Road).  

So as to further enhance private 

investment‟s capacity for local 

employment generation, governments 

could empower local construction 

industry associations and encourage 

them to play a more active role in road 

projects. Local contracting could also 

be specified in contract clauses when 

establishing the PPP with the private 

actor. 
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1. Introduction 

 Establishment of the EAC 

The East African Community (EAC) comprises five Partner States namely Burundi, Kenya, 

Rwanda, Tanzania and Uganda. The Treaty for establishing the East African Community was 

signed in November 1999 and entered into force in July 2000. The broad goal of EAC is to 

spearhead the East African economic, social and political integration agenda, so as to create wealth 

in the region and enhance competitiveness through increased production, trade and investment.  

Article 5 (1) of the Treaty for the Establishment of the East African Community states that “The 

objectives of the Community shall be to develop policies and programmes aimed at widening and 

deepening co-operation among the Partner States in political, economic, social and cultural fields, 

research and technology, defense, security and legal and  judicial affairs for mutual benefit. 

Mission of the EAC 

 A prosperous, competitive, secure, stable and politically united East Africa 

 To widen and deepen economic, political, social, and cultural integration in-order to improve 

the quality of life of the people of East Africa through increased competitiveness, value added 

production, trade and investments. 

2. EAC Infrastructure Projects and Programmes 

Co-operation in infrastructure and services is articulated in Chapter fifteen of the Treaty for the 

establishment of the EAC. Article 89 in particular outlines the areas of co-operation in Transport 

and Communications. It states that Partner States shall undertake to evolve coordinated, 

harmonised and complimentary transport and communications policies; improve and expand the 

existing links; and establish new ones as a means of furthering the physical cohesion of the 

countries, so as to promote the movement of traffic within the Community. 

To achieve these goals, the Partner States shall take steps to among others; harmonise their 

standards, regulations and practices, develop and integrate roads, railways, airports and ports 

within their territories, provide security and protection to transport systems and exchange 

information and technological developments in transport and communications. Roads and road 

transport are covered by Article 90 while Railways, Civil Aviation, Maritime Transport, Inland 

Waterways Transport and Multimodal Transport are covered by Articles 91 – 95. Co-operation in 

Postal Services and Telecommunications is presented in Articles 98 and 99. 

3. Transportation Projects and Programmes 

In order to implement the provisions of the Treaty, EAC set up a structure to handle policy and 

management issues. Policy directions are provided by the Summit of Heads of State and the 

Council of Ministers. Both these policy organs receive advice from the Sectoral Council of 

Transport, Communications and Meteorology, one of the ten Sectoral councils of the EAC. The 

EAC handles the following transportation areas, with emphasis on regional programmes: 

(i) Roads 

(ii) Railways 

(iii) Civil Aviation 

(iv) Maritime and Inland Waterways 

(v) Petroleum Pipelines 
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4. The East African Road Network Project 

In 1998, EAC together with development partners, agreed on a regional road network that needed 

to be developed to the highest standards in order to promote regional integration. It was recognised 

early during the formation of the EAC that infrastructure, in particular transport, would play a 

pivotal role in the process leading to integration, i.e. customs union, common market and, most 

importantly, trade facilitation. The road network, shown on the map at the end of this paper, 

consists of the following transit corridors: 

Corridor No. 1 Mombasa – Malaba – Katuna (linking Kenya with Uganda and Rwanda) 

Corridor No. 2 Dar es Salaam – Mutukula - Masaka (linking Tanzania with Uganda, 

Rwanda and Burundi) 

Corridor No. 3 Biharamulo – Lockichogio (linking Tanzania with Kenya, Sudan and 

Uganda) 

Corridor No. 4  Tunduma – Nyakanazi (linking Tanzania to Burundi and Rwanda) 

Corridor No. 5 Tunduma – Namanga – Moyale (linking Tanzania with Kenya and Ethiopia 

and part of the great North Road) 

5. Transnational Road Projects 

 The EAC Secretariat apart from coordinating the implementation of the road network project, also 

implements its own projects through grant financing. The flagship road project is the transnational 

Arusha – Namanga – Athi River Road (235 km) linking Nairobi (Kenya) to Arusha (Tanzania). 

EAC was involved in the project preparation entailing feasibility studies and detailed designs 

which resulted in the securing of loans by both countries for civil works. Construction commenced 

in early 2008 and is expected to be completed by 2011. The road will provide the Northern 

Tanzanian region with an alternative trade route to external markets via the port of Mombasa, 

which handles a significant portion of imports and exports to the region. This project is being 

financed by the African Development Bank and the Japanese Bank for International Cooperation. 

 Following the successful preparation of this project, the ADB agreed to fund two more pipeline 

road projects, for which procurement of consultants is ongoing: 

1. Arusha – Holili – Voi (240 km): this road links Northern Tanzania to Mombasa, in addition to 

being a tourist circuit road. Its development will spur growth in tourism as well as promote 

trade between the two countries. 

2. Malindi – Lunga Lunga – Bagamoyo (400 km): is a road running along the East African coast 

between Kenya and Tanzania. This region, especially in Tanzania, has tremendous tourist 

potential which is not fully exploited due to a lack of supporting infrastructure. The road will 

also provide a terrestrial link between the ports of Mombasa, Tanga and Dar es Salaam, and an 

inter-regional link between EAC, COMESA and SADC countries.  

 In order to link up all the Partner States, EAC has several projects lined up for  which funding 

support is being sought. 
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6. The East African Trade and Transport Facilitation Project 

 The EA Trade and Transport Facilitation Project is a regional project aimed at facilitating 

transportation and flow of goods across the borders. Transport costs in the region constitute an 

average of 30% of the value of exports and imports and this has in turn made the region less 

competitive on the international scene. Against this background, the World Bank has approved 

preparation of the East African Regional Trade and Transport Facilitation Project. The specific 

objectives of the Project would be to support trade growth in the region by:  

 Securing an effective EAC Customs Union; 

 Reducing transportation costs and transit times; 

 Removing non tariff barriers along the transit corridors and border posts; and 

 Ensuring safety along the region’s main transport corridors. 

 The Project has national and regional components, with the national components focusing mainly 

on developing the one-stop border post concept and removal of non-tariff barriers along the 

transport corridors. EAC is implementing the regional component and has two projects in the 

transport sector being funded by the ADB: 

1. Preparation of an EAC Transport Strategy and Road Sector Development Programme; the 

main objectives are to prioritise road projects in the region and develop strategies for 

sustainable financing among others; and 

2. The E A Transport Facilitation Project; the objectives being to harmonise national policies, 

regulations and standards and develop regionally applicable documents for the various sectors 

(axle loading, road safety, design and construction). 

 EAC together with other RECs collaborate closely with the Sub-Saharan Africa Transport Policy, 

an institution of the World Bank that aims at ensuring that transport plays its full part in achieving 

the developmental objectives of Sub-Saharan Africa: poverty reduction, pro-poor growth, and 

regional integration through the development of policies that would result in reduction of 

transportation costs, enhanced safety and trade between the regions and the world. 

7. Challenges 

 Challenges facing the implementation of projects and programmes in the road sector include: 

a) Insufficient resources to carry out feasibility and detailed design studies for transnational 

roads including: 

• Bukoba – Mwanza - Lokichoggio road, linking with Kapchorwa – Suam – Endebess – 

Kitale (Kenya/Tanzania/Uganda)  

• Ishaka – Ntungamo – Kakitumba/Kagitumba (Uganda/Rwanda – proposed) 

• New road priority links for Burundi and Rwanda into the major corridors 

b) No co-ordinated programme between the Partner States and the Secretariat on the 

development of pipeline road projects for transnational support; 
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c) Lengthy procurement procedures for road projects; 

d) Ineffective implementation of the axle load control procedures in the region; 

e) Corruption and existence of cartels among contractors; 

f) Low local contractor capacity; 

g) Fluctuating costs of construction.  

8. The Way Forward 

a) Development of a pipeline of bankable infrastructure projects for the region targeting in 

particular road and railway transport in readiness for financing; 

b) Establishment of an East African Transport Authority, initially responsible for road and 

railway transport, to coordinate the management, development and maintenance of the EA 

roads and railways and to oversee implementation of agreed strategies in the sub-sectors; 

c) Creation of an EA infrastructure development fund either through an infrastructure 

development bond, levy or funds raised through strengthened EA Capital markets, revamped 

EADB or a consortium of development partners; 

d) Update the Treaty Provision on joint financing of regional projects targeting mainly regional 

infrastructure projects. This strategy would favor those projects that are transnational in 

nature; 

e) Peg the decision on infrastructure project investments to approval of preliminary designs and 

feasibility studies (including preliminary environmental and social impact assessments). This 

will save on time for resource mobilisation for constructions and investments; 

f) Accelerate the ongoing harmonisation of policies, procedures, guidelines and standards in the 

infrastructure sub sectors; 

g) Depoliticise the development of regional infrastructure. Development partners should be 

lobbied to avoid pegging national conditionality for regional infrastructure projects as 

happened for the Kenyan portion of the Northern Corridor for a period of close to 10 years in 

the 90s; and, 

h) Partner States should accede to and ratify international conventions on road transport. 
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Annex: The East African Road Network Project 
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I - Africa and the infrastructure shortfall 

 

Roads, water, electricity provision are indispensible to ensuring a country‟s basic functioning. 

Insufficient infrastructure bears heavy costs. Bottlenecks in trade and exports, high costs of doing 

business virtually guarantees low competitiveness and difficulty in even taking advantage of the basic 

natural wealth of which countries may be endowed.  

 

The economic cost of insufficient infrastructure is enormous: a recent World Bank study measuring 

the weight of indirect costs (infrastructure and services) on firms‟ costs finds them to be a huge 

burden on their competitiveness.
1
 It is estimated that developing countries, though accounting for 80% 

of world population, hold only 15% of global infrastructure, which is failing to keep pace with their 

recent rapid economic growth. 

 

Africa, constrained by poverty, fast population growth and urbanisation, suffers from the greatest 

infrastructure shortfall of all. According to most recent estimations by the ICA (Infrastructure 

Consortium for Africa), the African continent will require a little under 40 billion dollars of annual 

investment in infrastructure over the coming decade and a further annual 40 billion dollars worth of 

upkeep on existing networks.
2
   

 

Africa‟s geographic and demographic makeup also makes for particularly high infrastructure costs: 

with 11.7 million square miles, high variation in climate and a large share of the population living 

over 100 kilometres from the coast posing enormous infrastructural challenges. 

 

Furthermore, the particularly transnational 

infrastructure needs in African countries, requiring 

the regional transport of goods, people and services 

requires not only huge capital investments but also 

strong trust and collaboration between governments. 

Tensions and lack of political will between countries 

have just as often held back crucial infrastructures as 

much as cost.  Successful inter-state and regional 

projects, often realizedwith the support of foreign 

donor organisations often become economic lifelines 

for African countries‟ exports and supplies.
3
   

Most African governments recognise the urgency of 

modernizing and extending national infrastructures, 

developing a reform-mindedness and openness to 

foreign investment conducive to infrastructure 

development. Thus, in 2006, 40 countries engaged in 

reforms  improving business climate, be it land reform, reforms on foreign ownership or involvement 

in hitherto restricted sectors of the economy (hitherto often the case with infrastructures, 

telecommunications specifically).  

 

Over recent years, benign global financial conditions, high liquidity and the hunt for returns provided 

a boost to Africa‟s so-called „frontier markets‟. Global conditions have changed of course and caution 

is in order, but it would nevertheless be plausible to assume that the credibility accrued through habits 

of professional macroeconomic policies and business-friendly reforms of recent years will be 

maintained through the current crisis (if anything, it is developed markets that are now facing a 

credibility issue). 

                                                      
1 Eifert, B. Gelb, A. Ramachandran, V. “The Cost of Doing Business in Africa: Evidence from Enterprise Survey Data”. World 
Development, September 2008.  
2  Africa Country Infrastructure Diagnostic (AICD) study, World Bank, 2008 
3 Ex: Central African exports were blocked when troubles last year in Kenya blocked access to the port of Mombasa. Dar el Salaam, already 
saturated, could not provide an alternative route to export. In turn, the SADC power sharing grid, once dependent on excess South African 

energy for supplies, is increasingly exposed in consequence of South Africa‟s own energy production shortages. 
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Nevertheless, in the final analysis, African countries‟ own financing capacity clearly remains very 

low,
4
 without the resources or the financing capacity to cover the annual 80 billion dollars required to 

cover infrastructure needs. The picture is not one of despair however: multilateral and bilateral donors 

provide strong support, private sector investors are very active in financing a wide variety of projects 

(increasingly through partnerships with the public sector - PPP arrangements) and emerging partners 

are increasingly engaging in infrastructure projects. 

 

In terms of numbers, according to the same ICA study, a considerable amount of investment is 

already covered by external sources. In 2007 12.4 billion was covered by multilateral and bilateral 

sources (of which a majority as ODA) and a further 22 billion by private sources. Emerging donors 

China, India and Arab funds accounted for a further 7.8 billion in investments, down from a little over 

10 billion in 2006. In this research note, we will underline the current situation with another source of 

potential investment to bolster Africa‟s investment shortfall: sovereign wealth funds (SWF).  

 

Therefore, although African countries today are faced with a difficult international environment in 

which capital may be less readily available for frontier investments, credibility has improved, and big 

investments in infrastructures are still taking place. Furthermore, with infrastructure requirements set 

to remain very high, important opportunities remain for those private investors (who will up the 

shortfall, as ODA commitments cannot be assumed to increase, especially in the context of the current 

recession) whose profile corresponds to the time and risk profile of investment in African 

infrastructure projects. Such long term, high-yielding investments are considered prime investment 

horizons of sovereign wealth funds. 

 

 

II - Sovereign Wealth Funds:  What are the opportunities for African infrastructure? 

 

SWFs: New key financial actors 

 

Sovereign Wealth Funds have been defined in many ways, but broadly speaking they comprise 

government investment vehicles that hold, manage or administer public funds and invest them in a 

wider range of assets.
5
 These government-backed entities depend generally on revenues earned on 

non-renewable natural resources (commodity funds) or central bank foreign exchange reserves 

accumulated by non-commodity exports (non-commodity funds).  

 

Sovereign Wealth Funds can have different objectives. On the one hand, stabilisation funds aim to 

even out the budgetary and fiscal policies of a country by separating from short-term budgetary or 

reserve developments originated by price changes in the underlying markets (i.e. oil or minerals) but 

also foreign exchange conditions. On the other hand, savings or intergenerational funds create a 

store of wealth for future generations by using the assets they are allocated to spread the returns on a 

country‟s natural resources across generations in a equitable manner.  

 

                                                      
4 Developing countries in general, and more than any Africa, have historically had much difficulty in attracting financing, especially at 

affordable rates. Potential investors are worried of political risk and local capital markets are insufficiently developed (where they exist) to 

provide an adequate source of financing for both private sector enterprise and public sector fundraising through the emission of debt/bonds. 

Without the capacity to self-finance through debt, African countries have little recourse to develop their infrastructure themselves.  

 
5
  See Appendix I of the Santiago Principles (Sovereign Wealth Funds Generally Accepted Principles and Practices) for a fuller definition 

of SWFs.    http://www.iwg-swf.org/pubs/eng/santiagoprinciples.pdf   

http://www.iwg-swf.org/pubs/eng/santiagoprinciples.pdf
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Figure 2a: Sovereign Wealth Funds in perspective 

 

Sovereign Wealth Funds (SWFs) 
by origin , 2008  

Number
Total assets 

(USD bn)

Middle East 7 1533

Asia 9 867

OECD 10 489

Russia & Central Asia  4 177

Africa 7 109

Latin America 4 23

Pacific islands 6 1.2

Total 47 3,194
 

  Source: OECD Development Centre. 

 

A broad range of investments, over the long term 

SWFs have started to play a major role in the international financial architecture for several reasons. 

First, the accumulation of international reserves has increased their size considerably, strengthening 

their position in the global investment arena.
6
 Second, the current liquidity crisis further confirms the 

increasing role that SWF are likely to play in the coming years, even allowing for a context of lower 

commodity prices. 

 

SWFs enjoy substantial freedom in selecting the assets that they deem appropriate for investing. In 

clear contrast to the reserves management by central banks, which have traditionally limited their 

investments to a low risk  profile, the asset classes in which SWFs invest are substantially broader, 

including public and private debt securities, equity, private equity, real estate and alternatives. 

Moreover, their investment horizon can be considered as long term, whereas purely speculative 

elements are understood not to play a dominating role in their investment strategies.  

 

On average, SWF asset allocation is split between fixed income securities (35-49%), equity securities 

in listed corporations (50-55%) and the remaining (8-10%) in alternative investments such as hedge 

funds, private equity or other products (Fernandez and Eschweiler, 2008).
7
 Of course, important 

differences exist between funds, depending on countries‟ priorities and needs. 

 

What are their motivations to invest in infrastructure? 

 

The potential for SWF investment in infrastructure is considerable. The current diversification trend 

observed on a number of funds is an indicator that they will further look to allocate resources to non-

traditional or alternatives assets, infrastructure being one of the main ones. Other assets, such as 

commodities or real estate, are also in the agenda of most SWFs and infrastructure investment fits 

well in these funds‟ long-term, higher-return perspective. Indeed, alternatives are likely to experience 

the largest allocation increase. SWFs currently hold 270-340 billion in alternatives, and their share is 

expected to rise from 10% to 17%.
8
   

                                                      
6
 SWF assets under management have grown to USD 3.6 trillions.  Growth can be expected to continue at 15% per year, which would bring 

the industry to almost USD 5 trillions of assets by 2010 and USD 10 trillion by 2015. 
7 In terms of total SWF assets, 35%-40% are in fixed income, 50%-55% are in public equity and 8-10% are in alternatives (JP Morgan). 
8
 JP Morgan report on Sovereign Wealth Funds, May 2008. 
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Figure 2b: Sovereign Wealth Funds Investments by Sector: 1995-2008 
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Source: Deutsche Bank, Dealogic. 

Infrastructure is regarded as a relatively safe investment, even in times of economic recession. It has 

been estimated that annual world infrastructure investments range up to between 22 and 50 USD 

trillion, making the sector comparable only to global equities (30 USD trillion).
9
 In addition, during 

economic turmoil, infrastructure investment is also a counter-cyclical spending tool for some 

governments, who increase public spending during these periods. Countries such as China and 

Mexico devote increasing resources to infrastructure projects as a channel for development. 

From an investment perspective, infrastructure projects are attractive for different reasons:
10

  

 Historical returns: compared to other asset classes (bonds, equities, real estate), infrastructure 

projects can have a high historical return (see figure 3). Furthermore, they have low 

correlation with traditional asset classes. 

Figure 3: Historical Returns by Asset Class 
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Source: Brookfield Redding/ Dow Jones. All periods ended June 30 2008. Global Equities refers to the Dow Jones Wishire Total Market 

Index. Global Bonds refers to the LB Aggregate Bond Index. Global Real Estate Securities refers to the Dow Jones Global Real Estate 

Securities Index. Global Infrastructure refers to the Dow Jones Brookfield Global Infrastructure Index. 

                                                      
9
 See Sittampalam, A. (2008),  “Infrastructure: an attractive long-term asset class”. 

10
 Idem. 
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 The long-term nature of the investment, in line with the mandate of most sovereign funds. 

 Revenues of the project are implicitly linked to inflation. 

 Cash flows are reasonably stable and have a low elasticity of demand. 

 Infrastructure projects involve monopolistic or quasi-monopolistic activities 

 

III - The modalities of SWF partnerships in infrastructure 

 

In recent years, Africa has attracted new actors willing to invest in order to improve access to the 

continent‟s resources. China, India, and increasingly Arab countries are becoming important backers 

of African infrastructure projects. Although these often follow different rules and priorities than 

purely private-sector investors, they are nevertheless making an impact in their own ways. Arab funds 

in particular are keen to back infrastructure, often through their own ODA type loans and grants. This 

can be viewed as an important first step in opening up opportunities for private-sector, market 

investors to enter new markets once the rewards are clearer and the political context is proven safer 

through these government-sponsored first entries.  

 

Public-private partnerships (PPPs) have gained ground as an effective means of increasing financing 

and attracting new investors into the infrastructure sector. Flexible financing and remuneration 

structures have helped PPPs achieve some notable successes over recent years.
11

 Today, although 

other regions are ahead of Africa in attracting private actors in infrastructure development, the region 

seems to be catching up on this trend, with private actors actively courted to participate in a number of 

national infrastructure tenders (South Africa, Egypt and Morocco most notably). The participation of 

private actors in the infrastructure process can improve the delivery of services and the efficiency of 

the sector.
12

 However, it also requires a certain sophistication on behalf of the different parties in 

assessing and managing tenders. Infrastructure projects involve long-term commitments between 

contractors and clients, and the nature of SWF investments in Africa will lead to the appearance of 

new forms of collaboration in structuring and financing of projects. 

 

Sovereign Wealth Funds are diverse in their nature and their objectives; more than that, the way they 

are integrating the infrastructure landscape in Africa is specific to each fund. However, it is possible 

to establish some “participation modalities” to which most of the funds belong, that describe the 

course of action of these institutions. 

 

1. Concessional Loans (China EXIM Bank)   
Concessional loans have been a consistent presence in infrastructure projects in developing countries. 

In the African case, the China EXIM bank (although not a SWF) is a new case of the mechanisms by 

which foreign governments finance infrastructure development in Africa. Currently, China EXIM 

bank is supporting about 300 projects in Africa, more than 79% of which in infrastructure. The World 

Bank estimates that their contribution to African infrastructure was $1bn in 2005, $8.4bn in 2006 and 

$4.5bn in 2007. About one third of funded projects went to large scale hydro schemes and another 

third to railways. 

 

2. Equity-Development Fund (China-Africa Development Fund (CADFund)) 

Another form of public investment in Africa is illustrated by the new development funds introduced 

by the Chinese government. Introduced in 2007, the CADFund is essentially an equity fund, investing 

in Chinese enterprises with operations in Africa and “providing support for African companies 

engaged in the agriculture, energy, manufacturing, and urban infrastructure and extractive industry 

                                                      
11

 Hammami et al (2006) study the determinants of public-private partnerships in infrastructure using a panel of projects during the period 

1990-2003. They find, among other things, that governments with large deficits and a heavy debt burden are more likely to have PPPs, and 
governments friendly to market-oriented policies are more likely to engage in PPPs. 
 
12 See World Bank, 2009 
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sectors”. The target group of the fund consists of Chinese enterprises whose trade and economic 

activities have related to Africa and firms/projects in Africa invested by Chinese enterprises. 

 

CADFund works differently from economic aid and is operated under “market economy” principles. 

The fund seeks to invest in profitable projects and have investment benefits. Investment risk is shared 

with the involved firms. The fund can participate in investment projects in three ways: equity 

investment (direct injection of funds), quasi-equity investment (preferred stock, hybrid capital 

instruments and convertible bonds), fund investment and investment management and consulting. 

The main fields where the fund is set to commit are agriculture and manufacturing industries, 

infrastructure (electric power and energy, transportation, telecommunications and water) and natural 

resources (oil, gas, minerals). The fund claims to have interest not only on natural resource or 

infrastructure-related investments, but also the financial and services sector. Today, more than 30% of 

the projects tendered by the World Bank and AfDB have been completed by Chinese contractors, an 

important share of which is supported by the CADFund. 

3. Partnership with financial entity (Abu Dhabi and UBS) 

 

Other Sovereign Funds have decided to form joint ventures with private financial institutions to 

develop their infrastructure projects in Africa. The Abu Dhabi Investment Authority, and UBS, 

leading large European bank, started a joint venture for entering in infrastructure projects this year. 

The purpose of the fund is to focus on utility, transport, social and energy-related projects in the 

Middle East and North Africa. Investments in this region are undergoing a boom, and the new joint 

venture as looked for providing resources to this market. 

 

In the same line, HSBC Holdings PLC, Dubai International Capital LLC and Oasis International 

Leasing Co have settled an agreement to invest in Middle East and North African projects for $300 

million. Deutsche Bank and Abraaj Capital Ltd. have also raised $1.2 billion for an infrastructure fund 

in the Middle East and Asia. 

 

4. Direct investment in infrastructure projects (Libyan Investment Authority) 

 

The Libyan government has shown increasing interest for investing in Africa since the early 2000s. 

The Libyan Foreign Investment Company (LFIC), one of Libya‟s investment arms, was established in 

2005 to target international investments, with particular interest in real estate and, more recently, 

infrastructure. Somalia and Sudan, for instance, have benefited from direct investments to support 

their projects.  

 

5. Regional networks (Arab Fund for Economic and Social Development) 

 

Infrastructure projects in Africa involve, very often, several recipient countries, and a regional 

strategy for successful accomplishment needs to be considered. Regional infrastructure projects 

amounted nearly $2.8 billion in 2007 from ICA members only, a dramatic increase when comparing 

with previous years. Commitments in regional projects by different multilateral banks (EIB, AfDB, 

World Bank) and individual donors have, with few exceptions, increased.  

 

The Arab Fund for Economic and Social Development (AFESD) is an example of a regional network 

formed by donors from the Arab world and currently taking part in African infrastructure 

development. As an autonomous regional Pan-Arab development finance organization, its 

membership consists of all states who are members of the League of Arab States. 

 

The mandate of the fund is to assist the economic and social development of Arab countries through 

financing development projects, encouraging the investment of private and public funds and providing 
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technical assistance. Table 1 illustrates the main commitments by members of the group, together 

reaching 2.68 USD billion to infrastructure projects.  

 

 
Table 1: Arab Fund (AFESD) Loan Commitments by Sector, 2006 

and Total Loans Committed, 1974-2006 

1.  Infrastructure Sectors

Transport and T elecommunications 182 52.8 1 ,31 4.9 0 24 .1

Energy and E le ctr icity 69 2 0 1 ,67 6.7 5 30 .8

Wat er and Sew erage 40 11.6 57 7.2 5 10 .6

Subtotal 291 84.4 3 ,56 8.9 0 65 .5

2.  Produc tive Se ctors

Industry and M in ing 7 2 3 83 .7 7

Agr icu lt ure and Rural Development 3 0.9 9 21 .8 16 .9

Subtotal 10 2.9 1 ,30 5.5 0 23 .9

3.  Soc ial Services 35 10.1 5 06 .5 9 .3

4.  Other Se ctors 9 2.6 6 8.8 3 1 .3

Grand Total 345 10 0 5 ,44 9.7 3 1 00

Sect or

2 006

A mount          %

19 74-2 00 6

A mount           %

 
 
   Source: AFESD Report. 

 

In 2006, the fund gave priority to the transport sector, to develop road networks and airports, followed 

by energy sector projects for improving power transmission networks. In total, 84% of total loans 

were devoted to infrastructure projects. Morocco, Oman, Tunisia, Egypt, Lebanon, Bahrain, and 

Jordan are the main benefiters from these loans. At the same time, the total amount of loans to the 

private sector has increased steadily in later years. Infrastructure sector projects represent the majority 

of loans extended during the period 1974-2006, comprising almost two thirds of total loans, followed 

by productive sectors, social services and others.  

 

Together with its investment activities, the AFESD fund is involved in collaboration with multilateral 

institutions (UNDP and World Bank specially) and with other organisations such as the Arab 

Monetary Fund, the OPEC fund for international development and the Islamic Development Bank. 

Table 2 presents the commitments of members of the ICA coordination group, where the AFESD 

belongs, for the year 2007, pointing out the importance of regional networks in the African 

infrastructure landscape. 

 
Table 2. Commitments by members of the Coordination Group – 2007 (USD million) 

 

Sources Total USD million

Kuwait Fund for Arab Economic Development 873.9
Saudi Fund for Development 114.6
Abu Dhabi Fund for Development 50
Arab Bank for Economic Development 134.5
OPEC Fund for International Development (OFID) 265
OFID - Private Sector 14.5
Arab Fund for Economic and Social Development 483.3
Islamic Development Fund 739.12
Total 2675  

 
   Source: Infrastructure Consortium for Africa Report, 2007. 

 

The emergence of regional projects has stimulated further collaboration between different actors, 

particularly in the case of ICA members. Coordination has been one of the priorities of the ICA 

initiative, reflected in missions for parallel financing, co-financing and information sharing among 
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members. Around 60% of total ODA for hard infrastructure where co-financed projects,
13

 and 

implementation examples are numerous: the Bugajali power project in Uganda involved the World 

Bank, KfW, EIB, AfDB, JBIC, FMO, Proparco and AFD as well as other private actors. The building 

program in Mozambique has been co-financed by 15 institutions. Likewise, a series of projects have 

been identified by ICA as suited for enhanced collaboration, in energy, water, transport and other 

infrastructure sectors.  

 

 

IV. A framework for enhancing SWF involvement in infrastructure 

 

The role that SWFs can play in the infrastructure projects maturing throughout the continent is very 

much linked to the initiative for attracting investors to African Public-Private Partnerships. Given 

their investment profile, most sovereign funds are becoming increasingly interested in infrastructure 

with similar interests to the ones brought up by current private actors. However, the fact that they are 

government-oriented, public institutions makes them in some way special in the process for entering 

in the different stages of the public-private partnership.  

 

It is crucial to identify the factors that, in the eyes of the SWFs, will make the infrastructure project an 

attractive opportunity. Some of these factors, from an investment perspective, have been already 

mentioned. Moreover, the contractual nature of PPPs ensures that the long-term perspective of the 

funds is taken into account, as well as costs and risks.
14

 

  

Even if PPPs are encompassed as an investment vehicle, a sovereign fund would be interested, as any 

shareholder, in assessing the costs and benefits of participating in a concession PPP, in contrast to an 

availability-based PPP, given that in the former the private party (in this case, the fund) usually 

assumes the risk of demand for use of the asset, in addition to other risks (design, finance, 

construction, operation), whereas in the second the demand or usage risk remains with the public 

authority. This difference could have an effect on the sectors where sovereign funds are willing to 

invest. 

 

Lessons from private sector involvement in PPPs 

 

Most Sovereign Wealth Funds have a purely commercial interest in their investments, and more often 

than not they have similar concerns to those of private investors in infrastructure projects. As an 

investor, SWFs face different decisions in any infrastructure investment: to participate in a fully 

privatized or public-private partnership, to invest in debt or equity, to invest in either the construction 

or the operational phase, to select a sector for investing, and to invest directly or in a fund run by an 

experienced operator.  

 

The experience in Africa with the private sector shows that certain factors and risks are particularly 

important for the decision to participate in infrastructure projects. Some of the factors identified by 

the Infrastructure Consortium for Africa that could be relevant for the case of SWFs, are the 

following: 

 

Financial viability 

Only if the source and revenue of the project are predictable will investors come to the table. The low 

rate of private participation in infrastructure projects in Africa is a symptom of this. Most projects are 

more likely to be concession PPPs, where users, rather than the public authority, are expected to pay 

(see Figure 4). Sectors as water or passenger rail, where fees collection is often difficult, are 

                                                      
13

 See ICA Report 2007. 
14

 Also, accountability is guaranteed in the PPP by the public sector, in contrast with total privatization, which can be a relevant element 

for SWFs in the decision to invest in infrastructure.  

 



10 

 

particularly risky for investors. Limited capital investment (in the form of management or lease) 

seems to be the only form in which the private sector is involved.  

 

In the case of sovereign funds, returns are clearly a determinant factor for their investments. 

Depending on the nature of the fund (commodity/non-commodity), diversification is also important. 

Even though most funds are willing to go for a high risk/high return investment, the predictability of 

the return is a clear factor contributing to attract these investments. 

 
Figure 4. Number of Private Participation in Infrastructure Projects in Africa, by sector  

and type of contract, 1996-2006 

0

20

40

60

80

100

120

Energy Telecoms Transport Water and 
Sewerage

Greenfield

Concession

Management or lease

Divestiture

 
Source: ICA Report, 2007. 

 

 

Demand Risk and Capital Investment 

Investors look at the balance between the risk on the demand for the service provided, and the returns 

they will receive from the project. Depending on the nature of the partnership, the demand risk can be 

transferred from the public to the private actors and vice versa. As stressed, sovereign funds are in a 

position where the transfer of risk is important. Therefore, their participation can be encouraged in 

those sectors where demand risk is mainly controlled by public government (water and energy, for 

instance). 

 

Rehabilitation Risk 

Investors have concerns about taking on the rehabilitation of existing assets, as observed in the 

energy, telecoms, and water sectors. These concerns relate to assets where the condition may be hard 

to assess, or where the need to transfer an existing workforce or amend existing contractual 

agreements is necessary. Sovereign funds can be exposed to this risk or not depending on the project. 

 

Environmental and Other Physical Risks 

Large projects can face environmental risks, especially for Greenfield projects. This has had an 

impact on the low level of private investment in hydropower in Africa, for instance. 

 

Interest rate Risk 

Since PPP deals are often highly leveraged, any rise in interest rates would therefore directly affect 

borrowing costs. It could also lead to a higher discount rate being applied to the long-term cash flow 

from the scheme, reducing the value of the project accordingly. 

 

Funding and Foreign Currency Risk 

The limited availability of long-term-currency finance is an important obstacle for some sectors. As 

explained elsewhere, it is not surprising that seaport projects, which generally enjoy foreign currency-

denominated revenue, have been more numerous than road projects, which earn revenues in local 

currency. However, local capital markets are developing in Africa. There about 20 stock exchanges 
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operating in the continent, with an average market capitalization around 30%, and with regional 

initiatives like the Bourse Régionale de Valeurs Immobiliers (BVRM) and the Southern African 

Development Community (SADC) stock exchange. If the trend continues, a part of the credit 

constraints for many infrastructure projects could be tackled through these markets. 

 

The recent involvement of multilateral organizations, regional development banks, and other agencies 

suggests that the future for infrastructure in Africa is cautiously optimistic. The series of reforms that 

have contributed to improve business climate in the continent have been a clear determinant for this 

trend. To the extent that sovereign funds see these investments as viable, cost-effective, and risk-

mitigated, they will gradually grow their involvement in the infrastructure landscape for Africa. 
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ANNEX 

 

 

 

Country Institution Secondary Institution Beneficiary Name of venture Sector Amount

Abu Dhabi The Abu Dhabi Investment Company (ADIC) UBS Global Asset Managament MENA
ADIC-UBS 

Infrastructure Fund 

Equity, energy 

related to 

infrastructure

500 million USD

Abu Dhabi The Abu Dhabi Investment Company (ADIC) UBS Global Asset Managament Jordan
Aqaba Port 

Redevelopment 
Port

Abu Dhabi The Abu Dhabi Investment Company (ADIC) UBS Global Asset Managament Saudi Arabia
Independent Power 

and Water Plant 
Energy/water 100 million USD

Abu Dhabi The Abu Dhabi Investment Company (ADIC) UBS Global Asset Managament Barhein
Sewage Treatment 

Plant 

400-500 million 

USD

Abu Dhabi The Abu Dhabi Investment Company (ADIC) UBS Global Asset Managament Egypt School project
500-700 million 

USD
United 

States
Alaska Permanent Fund Corp

Goldman Sachs Institutional 

Infrastructure Partners II 
500 USD million

United 

States
Alaska Permanent Fund Corp

Alinda Capital Partners Infrastructure 

Fund II
250 USD million

United 

States
Alaska Permanent Fund Corp Pathway Capital Management 400 USD million

Lybia Libya Oil Holding Company
Democratic 

Republic of 

Congo

Oil infrastructure 

(e
300 USD million

Abu Dhabi International Petroleum Investment Company Abu Dhabi
Oil and gas 

production 

Part of 14 

billion fund for 

infrastructure

Abu Dhabi
UBG Berhad and Abu Dhabi investment agency 

Mubadala Development Co 
Malaysia

Construction in 

Nusajaya
600 USD million

Abu Dhabi MMC Corp - Dubai World Malaysia
Maritime and 

property pact
4.7 USD billion

China China Development Bank
Stocks, 

infrastructure
1 trillion USD

SOVEREIGN FUNDS AND INFRASTRUCTURE PROJECTS - 2008

 
 

 

Country Institution Secondary Institution Beneficiary Name of venture Sector Amount

Various 

(gulf states)
Gulf Co-operation Council (GCC) 800 USD million

Lybia Lybian Arab African Investment Company Gambia Hotel, industry

Lybia Lybian Arab African Investment Company
The Libyan Foreign Investment 

Company 
Mali Hotel, 

Lybia Lybian Arab African Investment Company
Societe Nigerienne des 

Telecommunications (SONITEL)
Niger Telecoms

Lybia Lybian Arab African Investment Company Chad
Industry, hotel, 

real estate

Lybia Lybian Arab African Investment Company
Societe pour l’Investissment et 

Commerce (SALIC)
Burkina Faso Construction

Lybia Lybian Arab African Investment Company
Societe Arabe Libyo-Guineenne Pour Le 

Development Agricole Et Agro-Industriel 

(SALGUIDIA)

Guinea Food industry

Lybia Lybian Arab African Investment Company
Societe Agricole Togolaise Arabe 

Libyenne (SATAL)
Togo Food industry

Lybia Lybian Arab African Investment Company
The Libyan Foreign Investment 

Company 
Liberia Industry

Lybia Lybian Arab African Investment Company
Libyan Arab Holding Company 

(GLAHCO)
Ghana

Hotel, tourism, 

agriculture

Lybia Lybian Arab African Investment Company
Companie Centrafricaine de Mines 

(COCAMINES)

Central African 

Republic
Hotel

Lybia Lybian Arab African Investment Company
Ethio-Libyan Joint Agricultural Company 

(ELACO)
Ethiopia

Mineral water, 

food
Lybia Lybian Arab African Investment Company Lake Victoria Hotel Co. LTD. Uganda Hotel
Lybia Lybian Arab African Investment Company Libyan Foreign Investment Company Zambia Residential
Lybia Lybian Arab African Investment Company Ensemble Hotel Holdings South Africa Hotel

Lybia Lybian Arab African Investment Company
Societe Mixte Libyo-Malgache (LIMA-

HOLDING)
Madagascar

Real estate, 

tourism

Lybia Lybian Arab African Investment Company
Societe Congolaise Arab Libyenne du 

Bois (SOCALIB)
Congo Wood

Lybia Lybian Arab African Investment Company Libyan Foreign Investment Company Gabon Wood  
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The weakness of African infrastructure has important direct and indirect human consequences and 

contributes to hampering business development. Although not explicitly included in the MDGs (with the 

important exception of water and sanitation), infrastructure development is unquestionably instrumental to 

achieving all of them. In addition to the human cost of infrastructure under-development, the cost of doing 

business in Africa is 30% higher than in any other region, with indirect expenses accounting for 20-30% of 

this cost
1
. Although several components contribute to these costs, such as a cumbersome economic 

legislation and weak legal systems, inadequate infrastructure also features high on the list, with energy 

estimated to account for a third of indirect costs.  

Fig.1 - Composition of indirect costs in selected African countries 

 
Source: Eifert, Gelb & Ramachandran (2005). 

The weakness of today’s Africa transport infrastructure is striking.  

 Transport costs are particularly high throughout Africa, averaging 14% of the value of exports 

compared to 8.6% for all developing countries, and hovering around 50% for Africa’s 15 

landlocked countries.  

 Only 27.6% of Africa’s 2 million kilometres of roads are paved, falling down to 19% for sub-

Saharan Africa, compared to 27% in Latin America and 43% in South Asia.  

 Only a few airports have attained FAA Category I status (complying with the International Civil 

Aviation Organisation Standards) required for international flights (in Egypt, Cape Verde, 

Ethiopia, Morocco, Ghana and South Africa).  

 Only one African seaport is owned by one of the five largest global port operators known 

worldwide for their efficiency and most container terminals are reaching or have reached capacity 

limits, and are under-equipped.  

                                                      
1
 Eifert, Gelb & Ramachandran (2005). Business Environment and Comparative Advantage in. Africa: Evidence 

from the Investment Climate Data: www.cgdev.org/files/2732_file_WP56_1_revis.pdf 

http://www.cgdev.org/files/2732_file_WP56_1_revis.pdf
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 Sub-Saharan Africa accounts for 3% of the rail transport of the developing world (for 17% of its 

population and 7% of its GDP).  

 When available, the quality of transport infrastructure leaves much to desire, with dramatic 

consequences on safety. In 1999, 10% of global road deaths occurred in sub-Saharan Africa with 

only some 4% of the world’s registered vehicles. In 2004, Africa’s share of airplane accidents 

reached 25% for only 4.5% of global air traffic.  

Inadequate access to water and sanitation remains problematic for human and economic development. 

 Less than 4% of potentially irrigable lands in Sub-Saharan Africa as a whole have been developed. 

 Sub-Saharan Africa has the lowest drinking water and sanitation coverage in the world: 322 and 

463 million people lack access to drinking water and sanitation facilities, respectively. Globally, 

diarrhoea – usually caused by poor sanitary conditions - is the second cause of child mortality, 

with 5000 children under 5 dying every day. 

 The dynamics is unfavorable: over 1990-2004, the absolute number of unserved people has 

increased by about 60 million, just for water. Consequently, Sub-Saharan Africa is unlikely to 

reach the drinking water and sanitation MDGs by 2015.  

 Even if Sub-Saharan Africa were to reach the water and sanitation related MDGs by 2015, some 

234 million people would still lack access to safe drinking water and 317 million to improved 

sanitation. 

 Conditions are considerably better in Northern Africa: access to drinking water is the highest in the 

developing world with Latin America (91% of population) and sanitation coverage has increased 

by 12 percentage points between 1990 and 2004 to be broadly on track to meet the MDG target by 

2015.  

Energy sources are numerous, but the potential remains largely untapped and sometimes wasted.  

 Only 7% of hydraulic capacity and less than 1% of geothermal capacity are exploited. Photovoltaic 

development remains embryonic.  

 Fossil energy is exploited more intensively (Africa accounts for 12.7% of world crude oil 

production for 9.5% of proven reserves) but refinery capacity remains extremely limited (3.7% of 

world refinery capacities). More than 40% of natural gas is lost through flaring. 

 Africa has the lowest level of electrification in the developing world, with 35.5% of population in 

2002, to be compared to 42.8% in Asia, 89.2% in Latin America, 88.1% in East Asia and 91.8% in 

the Middle East.  

 11.3% of electricity generated in Africa is wasted in the course of production and transportation, 

compared with 9.2% in the world as a whole. This wastage exceeds 20% in Senegal, Kenya and 

Tanzania and 40% in Nigeria and Congo. 
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Financing needs  

Developing and modernizing infrastructure in Africa to reach the MDGs by 2015 would require substantial 

investments, estimated by the World Bank at some 40 billion USD per year over 2005/2015 (or 9% of 

GDP), including USD 22-24 billion for new investments and USD 17 billion for maintenance.
2
  

Fig. 2 - Annual expenditure to meet the MDGs (billion USD Fig. 3 - Infrastructure financing gaps 

 

  

Source: Antonio Estache, World Bank (2006) Source: OECD-DAC and World Bank PPI Database 2006 

The enormous gap between available infrastructure and the needs of the African population cannot be 

bridged by public resources alone. As an illustration, it is estimated that, on average, using their budgetary 

resources, African countries would be able to adequately maintain only half of their national road 

networks.
3
 Recognising this, many African countries have sought to engage the private sector in the 

development and management of their infrastructure.  

                                                      
2
 Estache (2006). These figures ignore the needs in the port and airport sector, leave out irrigation and may also 

ignore some important large regional projects.  

3
 Infrastructure Consortium for Africa Annual Report (2006). 
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Fig. 4 - Private sector participation in infrastructure in Sub-Saharan Africa (investment in million USD) 

 

Source: World Bank PPI Database, 2008 

However the expected amounts of private flows have not fully materialised and private sector participation 

has remained limited to some 10 to 15% of infrastructure financing, with telecoms attracting the bulk of 

investments. In 2007, while investment grew in all developing regions, it declined in Sub-Saharan Africa 

by 10% and was again mainly driven by transactions in the telecom sector. Of all infrastructure sectors, 

water has long attracted the least private investment. In addition, infrastructure cases represent 40% of 

overall investor-state dispute settlements cases arising under investment treaties.  

Bottlenecks: risk-allocation and framework conditions  

The causes behind limited investment flows and past disputes have often been of poor understanding of the 

risks involved by private sector participation in complex sectors and of inadequate institutional framework 

conditions. Although a potentially interesting class of assets for investors
4
 because of their characteristics 

of slow technological change, long-life span and stable revenue stream, infrastructure sectors (especially 

water, energy and transport) share several features that may act as deterrents to commercial financing:  

 Infrastructure projects are usually capital intensive. They involve high initial investment, long payback 

periods and disparate commercial rates of return across sectors (estimated by the African Development 

Bank at between 5 and 10% in the water sector, compared to 17-25% in the power sector and 25-30% 

in telecoms). The resulting infrastructure is specific and cannot be used for other purposes or removed 

from the country. This profile generates high contractual and regulatory risks in a context of political 

volatility and important external shocks. It may also expose the public sector to risk, especially of 

capture by the private partner. 

 The revenues come mainly from user fees or government subsidies in local currency, exposing 

investors and lenders to foreign exchange risk if funding is in foreign currency, a true constraint for 

international investors, but also for national operators in a context of poorly developed local financial 

markets. The foreign exchange risk may be compounded, as in the case of water, by the political 

difficulty of implementing tariff increases.  

                                                      
4
 OECD/IOPS Global Forum on Private Pensions. 
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 Management and supervision of contractual arrangements may be carried out by local entities, 

exposing the investors to the weak management and financial capacities of sub-sovereign entities.  

 Infrastructure services have important social and political repercussions. On the one hand, this justifies 

public involvement in the form of regulation aimed at protecting users from possible abuse of a 

monopolistic position on the part of service providers. On the other, such public involvement has often 

taken the form of political interference.  

Private finance will not materialise unless the balance between risks and returns is deemed appropriate by 

lenders and investors. It involves an increased focus on the part of governments and their partners on 

aspects that go “beyond money”, such as the institutional and regulatory framework conditions. 

Recognising this, the OECD Council approved in March 2007 the OECD Principles for Private Sector 

Participation in Infrastructure
5
, which offers a coherent catalogue of policy directions and practices to 

help governments properly assess and manage the implications of involving private actors in infrastructure 

development and harness more effectively the capacities of all stakeholders. The Principles and their 

subsequent application to the water sector highlight four main considerations for governments.
6
 

OECD Principles-based considerations for African governments and their partners 

1- Deciding on the nature and modalities of private sector participation.  

 There is a need, prior to the actual development of projects, to clarify the ultimate objectives for 

infrastructure development, to ensure coherence with national development strategies through 

multi-year investment planning and to identify the contributions that the private sector can make 

using costs/benefits analysis.  

 

 Appropriate risk allocation across partners is a key element of success. It involves an assessment of 

the party best able to manage the risk (the party best able to influence the probability of occurrence or 

of dealing with its consequences), so as to ensure value for money and sustainability of partnerships. 

Responding to the diversity of risks, a wide range of risk sharing arrangements is available to policy 

makers and forms a quasi continuum from the public sector assuming most of the risk to full risk 

transfer to the private sector.  

                                                      
5
 www.oecd.org/daf/investment/ppp.  

6
 Following the publication of the OECD Principles, a specific application to the water sector was launched as 

part of a broader OECD programme on water policies for affordable services and sustainable resource 

management. Material and forthcoming publication available at: www.oecd.org/daf/investment/water. 

ICA Guide on attracting investors to African PPP: www.icafrica.org/en/publications 

Sector-wide approach to planning in Ugandan water sector (www.oecd.org/dataoecd/27/0/38563109.pdf). 

The Cairo Transport Master Plan. 

http://www.oecd.org/daf/investment/ppp
http://www.oecd.org/daf/investment/water
http://www.icafrica.org/en/publications
http://www.oecd.org/dataoecd/27/0/38563109.pdf


 

7 

 

Table. 1 - Typology of contractual arrangements between government (G) and the private sector (P) 

 
Service 

contract 

Management 

contract 

Affermage / 

Lease 
Concession 

Built Operate 

Transfer 

Joint 

venture 
Divestiture 

Asset ownership G G G G P/G G/P P 

Capital 

investment 
G G G P P G/P P 

Commercial 

risk 
G G Shared P P G/P P 

Operations / 

Maintenance 
G/P P P P P G/P P 

Contract 

duration 
1-2 yrs 3-5 yrs 8-15 yrs 25-30 yrs 20-30 yrs Infinite Infinite 

Retribution  

of operator 
Municipality 

Municipality: 

fee is fixed or 

based on 
performance 

Operator collects 

user fees. Lease: 

fee paid by 

municipality 

Affermage: 
revenue shared 

Users Municipality Users Users 

 

 Financial sustainability of partnerships should be ensured, through appropriate tariff schemes 

and/or funding mechanisms that allow for proper operation and maintenance of infrastructure 

and account for the different levels of affordability. Public subsidies may remain necessary, notably 

to improve access for the poorest. However, these subsidies must be well targeted, clearly defined in 

the budget and sustainable for public finance. 

 

2 - Enhancing the enabling environment, based on high quality regulation, political commitment 

(including to fight corruption) and adequate allocation of roles and responsibilities 

 Private participation in infrastructure does not exclude a role for government. Such a role is essential 

to establish adequate policy and regulatory frameworks and contractual arrangements, and for 

the ultimate responsibility to meet population’s basic needs. It involves establishing the appropriate 

institutions, including the relevant regulatory bodies.  

 

 Strong political commitment remains essential, notably in the fight against corruption. While African 

governments must comply with regulations and initiatives such as the AU Convention on 

preventing and combating corruption and EITI, their OECD partners need to strengthen and 

enforce multilateral instruments like the OECD Anti-Bribery Convention and the Stolen Assets 

Recovery (STAR) Initiative. Emerging economies should also consider adhering to these instruments.  

Political commitment and development of a conducive economic legislation: the 2004 Lagos Roads Law, the 

development of water regulatory agencies in various countries (www.oecd.org/dataoecd/17/8/39679099.pdf). 

Regional initiatives to help capacity building and harmonisation through development of guidelines and 

sharing of good practices: African Forum for Utility Regulators (www.afurnet.org). 

Development of second generation road funds dedicated to maintenance (www.worldbank.org/afr/ssatp). 
OBA scheme for the water sector in Kenya that clarifies subsidies: www.gpoba.org   

Appropriate risk allocation: the Senegal water lease (www.oecd.org/dataoecd/17/8/39679099.pdf) and the 

South Africa-Mozambique toll road (www.oecd.org/dataoecd/33/58/36741703.pdf).  

http://www.oecd.org/dataoecd/17/8/39679099.pdf
http://www.afurnet.org/
http://www.worldbank.org/afr/ssatp
http://www.gpoba.org/
http://www.oecd.org/dataoecd/17/8/39679099.pdf
http://www.oecd.org/dataoecd/33/58/36741703.pdf
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 Infrastructure sectors, most notably water and transport, are fragmented, with oversight responsibilities 

often split between different local, national and regional authorities. This raises important capacity 

challenges and issues of consistency across government levels. Careful allocation of roles and 

responsibilities is needed taking into account existing capacity gaps, and based on resources 

allocated in line with duties and distributed in a predictable way. Preserving consistency across 

government policies also requires effort at strengthening co-ordination mechanisms, vertically 

across government levels and horizontally across jurisdictions. 

 

3 – Making the cooperation work in the public interest through strong accountability mechanisms, 

clear and consistent contractual arrangements and relations based on information sharing and 

consultation with stakeholders 

 Contractual arrangements with the private sector in infrastructure sectors are typically long-term and as 

such not likely to cover all aspects of the complex relationship between the private sector and the 

public sector. Mechanisms exist that may help reduce the uncertainty that comes with long-term 

incomplete contracts or deal with its consequences. They include: strengthening competitive 

pressure and promoting information sharing; adopting performance-based contractual 

arrangements; providing for clauses and mechanisms to frame the discussions on future issues as 

well as formal dispute resolution mechanisms.  

 

 In any case, commitment, good faith and willingness of the parties to co-operate and find solutions in 

the public interest will remain crucial. In that context, starting the discussion early when challenges 

arise and before conflicts escalate can help diffuse the tensions. Engaging the private actors to 

formulate their requirements and constraints can promote mutual understanding and better 

appropriateness of contracts.  

 

 Informed involvement in the process of other actors, such as local communities and regional 

partners, can be essential to identify priorities, facilitate maintenance and the monitoring of 

performance. However, consultation should be developed according to the principles of clear focus, 

representation and transparency and organised strategically at important stages of policy making. 

Dispute resolution mechanisms embedded in the contract for the Senegal water lease (www.afd.fr). 

Performance-based contracts granted by the Federal Roads development in Nigeria and the National Roads 

agency in South Africa. 

OECD Anti-Bribery Convention: www.oecd.org/daf/nocorruption/convention 

United Nations Convention against Corruption: www.unodc.org/unodc/en/corruption/index.html 

AU Convention on preventing and combating corruption: www.africa-

union.org/root/AU/Documents/Treaties/treaties.htm  

STAR: http://siteresources.worldbank.org/NEWS/Resources/Star-rep-full.pdf  

Extractive Industry Transparency initiative (EITI): http://eitransparency.org/  

Training support structure: South Africa PPP Unit (www.ppp.gov.za), UK PPP Programme of Local 

Government Association (www.4ps.gov.uk), Partnerships Victoria (Australia): www.partnerships.vic.gov.au  

Mechanisms for cross-jurisdictional co-operation: to manage water resources (Nile Basin Initiative: 

www.nilebasin.org), to integrate regional transport systems and facilitate transit for landlocked countries 

(Almaty Programme of Action: www.un.org/special-rep/ohrlls/lldc/Almaty_PoA.pdf), to interconnect 

electricity grids (Southern African Power Pool: www.sapp.co.zw). 

http://www.afd.fr/
http://www.oecd.org/daf/nocorruption/convention
http://www.unodc.org/unodc/en/corruption/index.html
http://www.africa-union.org/root/AU/Documents/Treaties/treaties.htm
http://www.africa-union.org/root/AU/Documents/Treaties/treaties.htm
http://siteresources.worldbank.org/NEWS/Resources/Star-rep-full.pdf
http://eitransparency.org/
http://www.ppp.gov.za/
http://www.4ps.gov.uk/
http://www.partnerships.vic.gov.au/
http://www.nilebasin.org/
http://www.un.org/special-rep/ohrlls/lldc/Almaty_PoA.pdf
http://www.sapp.co.zw/
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4 - Roles and responsibilities of the private sector in ensuring the sustainability of partnerships and 

beyond, that their contribution can make a difference in improving the lives of millions of people. 

 Infrastructure services - water, energy and transport – are vital goods involving important economic, 

social, environmental and political repercussions. They require strong commitment on the part of the 

private partners to responsible business conduct, good faith and integrity.  

 

 Companies have an important role to play in evaluating the social and environmental impacts of 

their activities, mitigating the potential negative impacts and contributing to the country development 

goals. They can notably contribute to assess the consequences for the poor of the technology choices, 

tariff setting policy, investment planning. They can also evaluate the impacts of activities on 

environment and continuously seek to improve environmental performance.  

 

 Finally, being responsive to users’ claims and providing transparent and effective procedures to 

address complaints can contribute to building mutual understanding and improving service provision.  

The Consumer Watch Group  launched by the Energy Regulation Board (ERB), the Communications 

Authority (CAZ) and the National Water Supply and Sanitation Council (NWASCO) of Zambia to involve 

consumers in regulatory processes: www.erb.org.zm/viewpage.php?page=ndtls&nid=18  

Focus on improvement of service delivery, and establishment of a hot line for consumers: Compagnie 

Ivoirienne d’Electricité (www.groupecie.net/).  

Global Reporting Initiative: www.globalreporting.org 

OECD Guidelines for Multinational enterprises (www.oecd.org/daf/investment/guidelines) and Risk Awareness 

Tool for Multinational Enterprises in Weak Governance Zones (www.oecd.org/daf/investment/wgz). 

Coalitions to fight corruption: CIPE (www.cipe.org/programs/corruption). 

http://www.erb.org.zm/viewpage.php?page=ndtls&nid=18
http://www.groupecie.net/
http://www.globalreporting.org/
http://www.oecd.org/daf/investment/guidelines
http://www.oecd.org/daf/investment/wgz
http://www.cipe.org/programs/corruption
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