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5.1 A TRANSITION TO 
PUBLIC-PRIVATE 
PARTNESHIPS

5.1.1 Mobilization of Private 
Investment Faces 
Major Challenges

Full implementation of the proposed Action 
Plan for Infrastructure will require substantial 
investment by the private sector in new 
infrastructure capacity, especially in power 
generation, telecommunications, and railway 
and aviation services. As Chapter 3 indicates, 
a total of about $4.6billion (at 2009 constant 
prices) of private investment is required for full 
implementation of the proposed program. The 
mobilization of this amount of private funding 
presents a major challenge for the country. A 
number of key issues need to be addressed at 
the outset if there is to be a successful outcome.

First, the operating environment for private 
investment in infrastructure services must be 
improved. Private investors will not join PPP 
arrangements unless the perception about the 
investment climate is positive. At present, 
Zimbabwe ranks very low on most international 
business environment indices. According to the 
recent African Competitiveness Report 2009, 
for example, Zimbabwe ranks 112th out of 118 
countries included in the survey. Improvement 
of the investment climate will require actions on 
several fronts. The Government will need to ensure 
that policies are formulated and implemented in 
a consistent and predictable manner in order to 
improve investor perceptions about Zimbabwe, 
especially with respect to safeguarding property 
rights. One area of concern relates to the 
Indigenization and Economic Empowerment 
Regulations that became effective on March 1, 
2010. According to the law, which was passed 
by Parliament in September 2007, all fi rms in the 
country with a value in excess of $500.000 are 
required to have more than 50 percent of their 

equity held by indigenous persons within fi ve 
years (that is, by March 1, 2015). The Regulations 
met with some apprehension among local and 
international investors. Until the Regulations 
are clear, foreign investors may be reluctant to 
commit large investment to Zimbabwe. In view 
of earlier experience in Zimbabwe with land 
policies, there were concerns in the private sector 
that part of foreign-owned businesses could be 
seized without compensation. The Regulations 
were subsequently amended with a proposal 
for sector-specifi c committees tasked with 
recommending thresholds for foreign-owned 
fi rms.1 In November 2010 the IG announced that 
these committees had completed their analysis. 
The IG intends to publish guidelines on the 
parameters of local ownership for various types 
of companies. 

Another concern relates to Bilateral 
Investment Promotion and Protection 
Agreements (BIPPAs) that have been signed by 
the Zimbabwe Government. The Agreements 
commit Zimbabwe to the protection of 
investments under international law. They 
contain clearly defi ned and enforceable 
property rights and disciplinary measures for 
breach of investment. In May of 2010, for 
example, a BIPPA between the governments 
of Zimbabwe and South Africa was ratifi ed. 
It seeks to create favorable conditions for 
investments for South African investment in 
Zimbabwe. Anecdotal evidence suggests that 
South African investors remain skeptical, citing 
Zimbabwe’s past poor record of adhering to 
international agreements. In rebuilding these 
relationships, the IG will need to demonstrate 
a commitment to upholding the rule of law and 
respecting property rights. These commitments 
will need to be communicated assiduously to 
the international investment community.

A number of other issues will need to be 
addressed as part of the program of rebuilding 
investor confi dence in Zimbabwe. These 
include the following:
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• The current dominant role of state 
enterprises in the provision of infrastructure 
services is an obstacle to an enlarged private 
sector presence in these areas, especially 
where services are heavily subsidized 
by the state. The policy framework and 
institutional arrangements that support the 
current dominant role of state enterprises 
in infrastructure service provision need 
to be reviewed and revised. Key elements 
of a program to reform this framework 
include pricing policies and cost recovery, 
competition policy, and the commercial 
orientation of the parastatals concerned;

• The current regulatory environment needs 
to be revised, along the lines discussed in 
Chapter 4. In the above-mentioned African 
Competiveness Report, the regulatory 
environment in Zimbabwe is considered 
to be the poorest within the entire 118 
countries whose data were used to construct 
the enabling trade index. Appropriate 
regulatory frameworks need to be in place 
for all of the basic infrastructure sectors. In 
all cases, there is need for clear separation of 
regulatory functions from those of service 
provision. And there is need to ensure that 
public and private service providers are 
subject to the same regulatory standards;

• The framework for participation by private 
investors needs to be strengthened. Direct 
participation by private investors will 
require an adequate legal and regulatory 
framework for the various forms of public-
private partnerships (PPPs), such as 
management contracts, concessions, BOT, 
BOOT, IPP, and other vehicles. 

• All nine of the parastatals currently 
engaged in provision of basic infrastructure 
services will need to undergo some form 
of restructuring. Continuation with the 
current structures will leave large areas of 
uncertainty for potential private investors 
that, in turn, will undermine their willingness 
to consider entry into appropriate PPP-
type arrangements with state enterprises. 
The restructuring will involve increased 

emphasis on commercialization and 
competition, and in a number of cases, 
privatization. In all nine cases, restructuring 
will also involve some combination of 
technical and fi nancial change, although the 
details vary among the various enterprises.

Early action on this agenda is a prerequisite 
for the creation of the kind of operating 
environment that will be required for successful 
mobilization of the proposed $4.6 billion of 
private investment in infrastructure services in 
the decade ahead.

5.1.2 Dominance of State Enterprises 
in Service Provision

A total of nine state enterprises have a direct 
role in the provision of services in the basic 
infrastructure sectors reviewed in this Report. 
These are the Zimbabwe National Water 
Authority ZINWA in the case of water; ZESA 
Holdings, the Zimbabwe Power Company 
(ZPC) and Zimbabwe Electricity Transmission 
and Distribution Company (ZETDC) in the 
case of electricity; the National Railways of 
Zimbabwe (NRZ), Civil Aviation Authority of 
Zimbabwe (CAAZ) and Air Zimbabwe in the 
provision of railway and civil aviation services; 
and Tel*One and Net*One in communications. 

With the exception of communications, 
where there is substantial private sector service 
provision, and air travel where Air Zimbabwe 
competes with other regional and international 
carriers, the remaining state operated 
infrastructure services face little or no private 
competition. ZINWA has a monopoly in the 
provision of raw water and clear water for small 
towns and rural areas. Other public entities 
have a monopoly in providing clear water and 
sewerage services for urban centers, including 
for example, the Harare and Bulawayo Water 
Authorities. In the case of electricity, ZPC and 
ZETDC have a monopoly in the generation, 
import and distribution of electric power as 
there are only very small private generation 
capacities in the private sector that are designed 
to meet private demand. Except for some 385 
km of rail service operated by the Beitbridge-
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Bulawayo concession under a 30-year BOT 
arrangement, the NRZ has a monopoly on the 
provision of rail services in the country. CAAZ 
is responsible for the eleven major international 
and domestic airports that account for the 
bulk of the traffi c in the country. Tel*One has 
a state monopoly on the provision of fi xed 
line communications services and Cell*One 
accounts for about 14 percent of the mobile 
phone market in Zimbabwe.

5.1.3 Poor Performance by Public 
Sector Service Providers

The performance of a number of these 
public enterprises deteriorated over the past 

decade and by 2007-08 several were failing 
to deliver services, while at the same time 
most constituted a major burden on the public 
accounts of the country. Figure5.1 provides a 
summary of the fi nancial performance of these 
enterprises in 2009. For the group as a whole, 
operating expenses exceeded income, resulting 
in a net operating loss of $41 million in 2009. 
Tel*One had a large operating surplus, with 
ZINWA, ZPC and Net*One also recording 
small surpluses. The other fi ve parastatals 
had a combine operating loss of $240 million. 
Earnings of the nine parastatalsbefore 
interest, taxes, depreciation, and amortization 
(EBITDA) were about $58million for the 
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year as a whole. However, net income was a 
negative $101million, with loses recorded by 
all companies except Tel*One and Net*One.
These nine enterprises have infrastructure assets 
whose value at historical cost is in the range of $4.3 
billion (Table 5.1). Under normal circumstances, 
spending on routine and deferred maintenance 
of these assets would require outlays in the 
range of $150-200 million a year. For much of 
the past decade, these enterprises operated with 
large negative cash fl ows and limited access to 
the imports of spares and equipment needed for 
maintenance and rehabilitation of these assets. 
The lack of maintenance for a decade or more 
resulted in a steady deterioration is the ability 
of many of these enterprises to provide basic 
services. The inability to generate cash fl ow was 

compounded by government policy of setting 
prices for many basic services well below the cost 
of service provision, but not compensating the 
enterprises for these public service obligations. 
This was particularly the case for electric power, 
and passenger services provided by the railways. 
The end result was a large build-up in accounts 
payable to private suppliers, other public 
enterprise service providers including those 
involved with infrastructure service provision, 
and substantial tax arrears with the National 
Government. As Table 5.1 indicates, by end 2009 
these nine parastatals had current liabilities of 
$1.84 billion, including $1.24 billion of accounts 
payable. Analysis of these accounts payable 
undertaken by the World Bank (2010) suggests 
that most arrears are held by private parties.2

2 World Bank (2010),“Financial and Regulatory Challenges in Infrastructure Parastatals and Sectors.” Zimbabwe 
Public Expenditure Notes, World Bank and Analytical Multi-Donor Trust Fund, Zimbabwe, Report No. 2.

At end 2009, accounts receivable of these nine 
enterprises stood at $800 million. The average 
collection period for these receivables stood 
at 180 days, the lowest being 70 days and the 
highest being 360 days. 
There is scope for netting out some of the 
network of obligations within the public 
sector; for example, at end 2009 these nine 
parastatals had deferred tax obligations to 
the National Government of some $446 

million. At the same time, various national 
and subnational public entities have accounts 
payable to the power utilities, and the power 
utilities themselves have substantial accounts 
payable and receivable with each other. The 
long-term debt obligations of the group also 
mounted as failure to make service payments 
resulted in a steady build-up in arrears. In 
the case of CAAZ, for example, the original 
amount of long-term loans contracted with 
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foreign suppliers was $110 million, but, with 
no service payments on the debt, the arrears 
due to creditors now add another $90 million 
to the outstanding obligations. 

5.1.4 Strategy for Accelerating 
the Transition to PPPs

Full implementation of the proposed 
Infrastructure Action Plan in the decade ahead 
will require mobilization of about $4.6billion 
of new investment by the private sector, most 
of which will require PPP arrangements of 
one kind or another. To lay the foundations 
for successful mobilization of these funds, 
the Government will need to take action on 
three inter-related fronts: (i) subject all nine 
of the parastatals involved in infrastructure 
service provision to technical and fi nancial 
restructuring, the details of which vary 
among these enterprises; (ii) strengthen the 
role of regulatory authorities in each of the 
infrastructure sectors, with emphasis on 
increased independence of these bodies; and 
(iii) create an appropriate legal framework for 
the types of public-private partnerships that 
will be required for this program. 

Restructuring of state enterprises. The 
restructuring of state enterprises has been 
identifi ed in the Government’s MTP as one of 
the priorities for the medium-term. The need 
for reform of the public enterprise sector is 
an issue of long standing with a track record 
in terms of progress that has left much to be 
desired. It was identifi ed as an important policy 
issue at the launch of the Economic Structural 
Adjustment Program (ESAP) in 1991. 
Zimbabwe’s institutions and procedures for 
restructuring/privatization and infrastructure 
development were developed in an ad 
hocmanner, are cumbersome, and in terms of 
public transparency requirements leave much 
to be desired. Many of the existing policies 
and legal frameworks were developed during 

3 Those parastatals that are listed on the Zimbabwe stock exchange are not included in the proposed program for 
restructuring.

the period of state intervention, and hence do 
not refl ect the current context in which public-
private partnerships are to be given a role. 

It is extremely unlikely that large amounts 
of private investment can be mobilized 
for public-private partnerships as long as 
the current unsatisfactory fi nancial and 
commercial status of many of the nine 
parastatals persists. The position taken in 
this Report is that substantial fi nancial and 
technical restructuring of these parastatals 
must be undertaken prior to concerted efforts 
to mobilize the private investment required 
in the decade ahead. In recognition of this 
reality, the Inter-Ministerial Committee on 
Public-Private Partnerships (IMCCPP) earlier 
this year outlined the Government’s proposed 
approach to the restructuring of the public 
enterprise sector. The Committee proposed 
classifi cation of parastatals into the following 
three categories:3

• Category I in which enterprises will remain 
as publically owned entities, but will be 
exposed to commercialization by charging 
fees or prices that will cover their costs of 
operation;

• Category II in which enterprises are 
candidates for privatization with the 
expectation that there would be an 
improvement in the fi nancial and operational 
performance of these fi rms. Firms in 
this category include ZPC, Tel*One and 
Net*One, for example;

• Category III in which fi rms are deemed to 
be of strategic importance, but would be 
candidates for restructuring. This category 
includes such enterprises as ZESA, ZINWA 
and NOCZIM.

In those cases where state enterprises are to 
be privatized, the design of the programs will 
need to take account of the earlier-mentioned 
indigenization law. The working assumption 
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Strengthening the regulatory framework. As 
Chapter 4 makes clear, there is a compelling case 
for strengthening the regulatory environment 
for infrastructure service provision in an 
environment in which there is need for 
movement away from service provision by state 
monopolies to public-private partnerships. The 
Report therefore calls for clear separation of 
regulatory functions from service provision 
and the location of these regulatory functions 
in independent regulatory authorities. The 
Report proposes creation of separate regulatory 
authorities for the transport, energy, water and 
communications sectors, the energy sector, the 
water sector, and the communications sector. 

Under this proposal, the current regulatory 
functions of CAAZ would be transferred to the 
proposed new transport regulatory authority, 
the regulatory authority for electric power 
would be incorporated into the proposed new 
energy regulatory authority, and the separate 
regulatory authorities in communications 
would be merged into a single agency. The 
separation of regulatory responsibilities in 
these sectors will facilitate efforts to mobilize 
the required private investment for the 
decade ahead.

Strengthening the framework for public-
private partnerships.Full implementation of 

in this Report is that the bulk of the $4.6 
billion of private investment required for 
new capacity in infrastructure services in the 
decade ahead will have to be mobilized within 
the international investment community. 
Some general principles will therefore need 
to be established to guide the design of the 
privatization arrangements in ways that allow 
compliance with the indigenization law. As 
the subsequent discussion indicates, it is very 
likely that there will be a variety of models 
adopted for these privatization programs that 
will range from continued public ownership of 
infrastructure assets, with private involvement 
under management contracts, concessions, or 
variations on these commonly used techniques. 

In other cases, there may be outright sale of 
the equity of the state enterprise concerned. 
In some instances, the government may retain 
a portion of the voting stock of the company 
and in others it may dispose of its entire equity 
interest. A variety of techniques can be used 
to ensure compliance with the requirements 
of the indigenization law. These will center 
on the proportions of voting and non-voting 
stock to be issued by the privatized company 
and the extent to which government equity in 
the existing state enterprise can be converted 
into voting or non-voting stock at the time of 
privatization and then transferred at a nominal 
purchase price to mutual funds or other entities 
on behalf of indigenous Zimbabweans. 



8 Zimbabwe Report Expanding Private Sector Roles in Infrastructure

the proposed Action Plan for Infrastructure 
will require substantial amounts of private 
investment in power generation, railway services, 
airport operations, and communications. Section 
5.3 below outlines the proposed approach for 
strengthening the PPP framework. 

5.2 RESTRUCTURING STATE 
ENTERPRISE PARTNERS

The proposed program for the nine 
parastatals involved in service provision in 
the infrastructure sector would all undergo 
substantial fi nancial and technical restructuring, 
the specifi cs of which will vary among these 
enterprises. The design and implementation of 
the state enterprise restructuring program can 
draw on the extensive international experience 
with privatization of state entities over the past 
two decades. The challenge is to put the lessons 
from experiences elsewhere into practice, 
reforming the sector through both divestiture 
and non-divestiture methods, in light of the 
tension between purely economic and wider 
social goals. The review of this experience 
undertaken by the UNDP (2009) suggested 
that the results of past privatization programs 
around the world were often sub-optimal, 
especially with respect to infrastructure. 
Where competitive markets operated, the 
outcomes were generally superior to those 
achieved during the pre-reform period. One 
important lesson from these experiences is 
that restructuring should not be pursued in a 
doctrinaire manner, but rather on a case-by-
case basis. 

5.2.1 Zimbabwe National 
Water Authority

At end 2009, ZINWA had assets of about $37 
million, three-quarters of which were accounts 
receivable, and liabilities of about $26 million, 
two-thirds of which were accounts payable. In 
2009, revenues were about $48 million, with 
a quite respectable operating profi t margin of 
22percent. However, net income was a negative 
$600,000, largely because of a charge against 

income for some $11 million of doubtful 
payments of accounts receivable. As Chapter 
4 indicates, the proposal is to strengthen the 
regulatory capacities within the water sector by 
creating an independent regulatory authority. 
This would allow for the transfer of the current 
limited range of regulatory responsibilities held 
by ZINWA, thereby allowing the parastatal 
to focus on service provision of raw water 
and perhaps clear water as well for some 
communities. With increased emphasis on 
restoring the commercial and fi nancial capacities 
of the parastatals, the fi nancial restructuring of 
ZINWA would be primarily concerned with a 
reduction in accounts receivable to 30 days or 
thereabouts. If all outstanding accounts were 
settled, accounts receivable would decline to 
about $4 million and the resulting increased 
revenues would allow for a substantial reduction 
in accounts payable. The result would be a 
company with assets in the range of $15 million 
and liabilities of about $10 million. 

5.2.2 Zimbabwe Power Company

The proposed strategy for restructuring 
the ZPC is to lay the foundations for an 
outright sale of the company to a strategic 
international investor that has a record of 
investment in IPP arrangements. The main 
challenge at this stage is for ZPC to undergo 
a program of fi nancial restructuring that will 
strengthen the attractiveness of the company 
to potential investors. At end 2009, ZPC had 
$1.023 billion of assets and $474 million 
of liabilities. The cost basis of fi xed assets 
(mainly the Hwange and Kariba power 
plants) is reported at $987 million. In 2009, 
revenues were about $210 million, mainly in 
sales to ZETCO, but net operating income 
was only $2.2 million and net income was 
a negative $11.5 million. Investment returns 
were therefore very low. 

Given the poor state of the generation 
plants as a result of a prolonged period of 
little or no maintenance, potential investors 
would very likely apply a heavy discount to 
the value of the plant and equipment. The 



Expanding Private Sector Roles in Infrastructure Zimbabwe Report 9

ongoing efforts to rehabilitate the Hwange 
and Kariba plants must therefore have a high 
priority not only to meet domestic demand 
requirements, but also to enhance the value 
of the investment opportunity. In addition, 
there will be need for careful reassessment of 
the sale price of electricity from ZPC to the 
national grid operated by ZETDC. Given the 
reported supply of domestic power in 2009 

• First, the large amount of accounts 
receivable, mainly from ZETDC, need to 
be reduced. The average collection period 
of about 120 days needs to be lowered to 
30-40 days through prompt payment for 
power supplies by ZETCO. A continuing 
poor track record of delayed payments by 
ZETDC will undermine potential investor 
confi dence in the effectiveness of IPP 
arrangements for sale of power to the grid 
on a take-or-pay basis. An improved track 
record of payments by ZETDC needs 
to be in place before the start of serious 
negotiations with potential investors;

• Second, the burden of liabilities on the 
company needs to be reduced to improve 
cash fl ow, thereby ensuring that the company 
has a capacity for internal fi nancing of a 
portion of the proposed $2 billion expansion 

program for new power generation in the 
decade ahead. Actions on this front would 
include a reduction in accounts payable, 
mainly to coal and other suppliers, and a 
reduction in the current burden of long-term 
debt. At 46 percent, the debt ratio of the 
company is not unduly high. The problem is 
that in the past decade the parent company of 
ZPC, ZESA Holdings, has not made service 
payments on the foreign and domestic loans 
used to fund expansion and rehabilitation of 
the power network. As Table 5.4 indicates, 
at end 2009 the total amount of long-term 
(LT) liabilities was $324million (including 
about $200 million of foreign loans). The 
loan agreements stipulate that in the event of 
default in service payments, the full amount 
of the loan becomes due and payable. ZPC 
therefore had payments of $176 million 

of 7,165 GWh, and power sales revenues of 
$188.5 million, the implied revenue collection 
for power was 2.6 US cents per kWh. This 
is substantially lower than the cost of supply 
and the reported average tariff of 6.5 US cents 
per kWh for 2009. The fi nancial restructuring 
would also need to strengthen the balance 
sheet of the company. Two key actions are 
required on this front: 
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due on LT loans within 12 months as of 
December 31, 2009, along with another 
$26 million not classifi ed for payment in 
full. The recommendation of this Report 
is to transfer the full amount of LT loans 
that are in default to the proposed Special 
Purpose Vehicle to be set up by the National 
Government.

With fi nancial restructuring along these lines, 
the attractiveness of ZPC as an investment 
opportunity will be improved substantially. 
The proposed approach would be to attract a 
suitable strategic investment partner that has 
relevant experience with IPP arrangements 
in other parts of the world. Further work 
is required on the fi nancial structure of the 
new company. In defi ning the ownership 
arrangements, three types of contributions are 
typically considered in project fi nancing for 
PPP-related ventures of this kind: (i) paid-in 

equity; (ii) subordinated debt that has some 
equity benefi ts; and (iii) contributions in kind. 
In the case of ZPC, the strategic investment 
partner would be expected to contribute with 
paid-in equity, perhaps along with sale of 
subordinated debt to other investor interests. 
To the extent that government wishes to retain 
an equity interest in the company, this can be 
accommodated with contributions in kind. As 
noted earlier, one issue here will be whether 
to transfer, at a nominal price, ownership of a 
portion of the existing government equity to 
domestic mutual funds or other entities that 
have broad-based participation by Zimbabwean 
households and SMEs and in this way meet 
the requirements of the new indigenization 
law. This equity may not necessarily be voting 
stock; an important attraction for Zimbabwean 
households may be the prospect of strong 
earnings from the investment.

5.2.3 Zimbabwe Electricity 
Transmission and 
Distribution Company

The ZETDC came into existence in January 
2010 with the merger of the transmission and 
distribution companies (ZETCO and ZEDC). 
The Report proposes that ZETDC remain as a 
publically owned power utility responsible for 
the maintenance, rehabilitation, and operation 

of the transmission and distribution grid, and 
for the supply of power to customers. At 
end 2009, ZETCO and ZEDC had combined 
assets of $1.33 billion, including about $520 
million in accounts receivable (Table 5.1) 
As Table 5.5 indicates, in 2009 the average 
collection period for accounts receivable for 
ZETCO and ZEDC was 362 and 203 days 
respectively. Liabilities stood at a little more 
than $1 billion, including $580 million of 
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accounts payable $216 million of LT loans all 
of which were in arrears, and about $50 million 
in deferred taxes due to the government. With 
the merger of ZETCO and ZEDC, the debt 
ratio of ZETDC was about 76 percent at the 
time of the merger.
The Report proposes that ZETDC would 
remain as a public utility responsible for the 
entire transmission and distribution network 
of the country. It would also be the buyer 
of power from various IPPs, such as the 
privatized ZPC, under take-or-pay contracts.
Prior to entering into such contracts with 
private suppliers, ZETDC would need to 
undergo substantial fi nancial restructuring to 
improve its capacity for service delivery and 
to strengthen its commercial orientation. Key 
elements of the fi nancial restructuring would 
include adjustments in the pricing of its 

electricity supplies to customers, consistent 
with the costs of supply, along the lines outlined 
in Chapter 8. It would also need to reduce 
substantially its accounts receivable to a more 
acceptable level of 30 to 40 days and with 
these additional payments from customers, 
reduce substantially its accounts payable. 
The balance sheet could be strengthened 
further by transferring all the LT loans in 
arrears to the proposed Special Purpose 
Vehicle of the government. Consideration 
could also be given to removing the deferred 
taxes from the balance sheet by cancellation 
of this obligation. A series of actions along 
these lines would improve the fi nancial 
strength of ZETDC and thereby making it a 
more attractive partner for investors who are 
considering investing in IPP arrangements in 
Zimbabwe in the decade ahead.
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5.2.4 National Railways of Zimbabwe

As Chapter 10 has outlined in some detail, 
this Report proposes a vertical restructuring 
of NRZ along the following lines. A new 
state enterprise would be created as the 
owner of the entire railway infrastructure 
network (except for the Beitbridge-Bulawayo 
concession). The new state enterprise would 
own, operate, maintain, and rehabilitate the 
existing railway track, communications 
and signaling systems, and electrifi cation 
of the rail network. It would not have any 
ownership interest in locomotives, rolling 
stock and coaches, or in related facilities such 
as maintenance shops and so on. The proposal 
is for this new public company, referred to 
in this Report as the Railway Infrastructure 
Company of Zimbabwe (RICZ), to come 
into existence from the beginning of 2013. 
Chapter 10 sets out an indicative income 
statement for RICZ for 2013-20 (Table 10.15) 
and the details of the $623 million capital 
expenditure program for which the company 
would be responsible in this period. The 
company would rely primarily on concession 
fees to meet its operating costs and to fund a 
portion of the required capital expenditures 
on the network.

In parallel with the creation of the RICZ, 
the residual part of NRZ would be restructured 
and transformed into a private company 
that would provide passenger and freight 
services throughout the entire rail network as 
a concessionaire, in competition with other 
concessions. For the purposes of this Report, 
the restructured service provider is referred to 
as the Zimbabwe Railway Services Company 
(ZRSC). The restructuring will need to address 
the commercial issues that currently affect the 
fi nancial performance of NRZ. As discussed in 
Chapter 10, chief among these is government 
policy on passenger tariffs. In the event that 
the government decides to continue its heavy 
subsidization of passenger tariffs, it will need 
to include in the concession agreement a 
commitment to compensate ZRSC for losses 

incurred on these services. If that is not done, 
the ZRSC concession will be at a severe 
fi nancial disadvantage relative to competing 
concessions that concentrate on provision 
of the more profi table freight services. In 
the absence of such a commitment, it is very 
unlikely that ZRSC will be able to attract a 
strategic private investment partner because 
the prospect of continued substantial losses 
on passenger traffi c would undermine the 
profi tability of the ZRSC-led concession. The 
other aspect of fi nancial restructuring that 
will require attention is the $173 million of 
deferred tax obligations to the government. 
The issue here is whether the government is 
prepared to write off these tax obligations in 
order to improve the balance sheet of NRZ and 
increase the likelihood of attracting a strategic 
investor interested in a partnership in a ZRSC-
led concession.

Annex Tables 6.9 and 6.10 provide 
indicative projections of revenues and 
expenses for ZRSC and other concessions that 
may operate in Zimbabwe. The discussion 
in Chapter 10 indicates that concessionaires, 
including ZRSC, would need to spend about 
$875 million on new locomotives, rolling 
stock, passenger coaches, and related facilities 
during 2013-20. With a prudent debt ratio of 
70 percent, the discussion suggests that about 
$260 million of equity and $615 million of 
debt would be required for these concessions. 
Against this backdrop, the NRZ would transfer 
assets with a book value of about $470 million 
to ZRSC at end 2012. Given the age of some 
of the equipment, this book value may be 
written down to approximate the cost of new 
purchases made by NRZ during 2010-12. As 
with the privatization of ZPC, some of the in-
kind capital contribution from NRZ into the 
ZRSC could be converted to non-voting stock 
with an attractive yield that, in turn, could be 
sold to domestic mutual funds for a nominal 
price, thereby broadening the ownership base 
of the ZRSC in line with the indigenization 
policy.
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5.2.5 Civil Aviation Authority 
of Zimbabwe

The fi rst step in the proposed restructuring of 
CAAZ would involve splitting off its current 
regulatory responsibilities and moving these to 
the proposed new regulatory authority for the 
transport sector. As the discussion in Chapter 4 
indicates, the new regulatory authority should 
become operational in 2012. This includes a 
detailed indicative fi nancial plan for the civil 
aviation part of the new regulatory authority. 
With the transfer of these responsibilities for 
regulation of the civil aviation industry in 
Zimbabwe, attention would then turn to the 
restructuring required for the residual CAAZ 
organization. For the purposes of this Report, 
the new company is called the Airport Services 
Company of Zimbabwe (ASCZ). As Chapter 
11 discusses in some detail, the ASCZ would 
continue to own the airside infrastructure at 
all 11 of the airports in Zimbabwe currently 
managed by CAAZ. It would also provide 
landside services at nine of these 11 airports. 
Two of the international airports, Victoria Falls 
and Buffalo Range, would be candidates for 
PPP arrangements that would have one or more 
concessionaires operating these two airports. 

There are several possible approaches to 
the design of the fi nancial structure of ASCZ. 
One is that the government continues to own 
all equity in the company. Another would be 
to seek partial privatization of the company 
by bringing in a strategic partner that has 
experience with the operation of airport 
concessions in other countries. In the case of the 
Victoria Falls and Buffalo Range concessions, 
decisions would be required on whether the 
ASCZ would be a minority shareholder in these 
two concessions. To strengthen the balance 
sheet of the proposed new airport services 
company, the Report proposes that the existing 
$147 million of LT loans held by CAAZ be 
transferred to the proposed Special Purpose 
Vehicle that would hold loans from public and 
private creditors that is in arrears. This action 
would strengthen the balance sheet of ASCZ 

and make it a much more attractive partner 
for potential private investors interested in 
operating airport concessions in Zimbabwe. 

5.2.6 Air Zimbabwe

The Report proposes the privatization of the 
national airline, Air Zimbabwe. The approach 
to be taken could be modeled on the experience 
on Kenya Airways in 1995-96, which involved 
a trade sale to a strategic investor (KLM), and 
after some restructuring, a public offering of 
shares. The end result of the privatization was 
that the Kenyan Government had a minority 
stake with 23 percent of the issued share 
capital, 34 percent was held by the owners 
of shares issued under the public offering, 40 
percent was held by KLM and other foreign 
owners, with the remaining 3 percent held by 
employees of Kenya Airways. 

A major challenge for such a privatization 
will be to put in place actions that can reduce 
the very substantial operating losses that Air 
Zimbabwe is experiencing. As Annex Table 7.3 
indicates, the airline had a negative net income 
of $33 million in 2009, owing in part to limited 
amounts of passenger traffi c. The presence 
of a strategic partner with a well established 
international operations network may help 
overcome the weak revenue performance 
by boosting passenger traffi c carried by Air 
Zimbabwe. A stronger revenue performance 
would, in turn, allow for a reduction in the 
substantial level of accounts payable, which at 
end 2009, stood at $53 million. 

5.2.7 Tel*One and Net*One

The Report proposes the full privatization 
of both Tel*One and Net*One. One possible 
option to consider is the merger of these two 
state enterprises and their sale as a single entity. 
The total assets of the two companies at end 
2009 were about $550 million, with liabilities 
at $613 million, largely because of the weak 
balance sheet of Tel*One. In 2009, these 
two enterprises had revenues of about $360 
million, despite the fact that prices charged by 
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Tel*One for domestic and international calls 
are very low by regional and international 
standards. Operating costs were about $180 
million, and as a result net income was about 
$125 million. Prior to privatization, a number 
of actions would be needed to strengthen the 
balance sheets of the two companies. At end 
2009, they had a combined total of $90 million 
of deferred tax obligations to the government, 
almost $240 million in accounts payable, and 
LT loans of $255 million, about $140 million 
of which was payable within 12 months 
because of delinquent debt service payments. 
The attractiveness of these two enterprises for 
full privatization would be further improved if 
the government were to take action to reduce 
the $130 million of accounts receivable. A 
reduction from the 135 days average collection 
period to 30-40 days would generate enough 
funds for a reduction accounts payable of about 
$100 million. Other actions to be considered 
include a write-off of the $90 million in 
deferred tax obligations, and transfer of the LT 
loans in arrears to the Special Purpose Vehicle 
to be set up by the Government. These actions 
would reduce total liabilities by about $320 
million compared with assets of about $450 
million, giving a debt ratio of about 70 percent, 
compared with the average of 111 percent at 
end 2009. Financing restructuring along these 
lines may boost the sale price substantially. 

5.3 BUILDING THE 
FRAMEWORK FOR PPPs

5.3.1 An Historical Background 

There were a number of initiatives in the 1990s to 
expand the role of the private sector in provision 
of infrastructure services, but these were largely 
inconclusive. The most prominent example of 
the use of PPP-type arrangements from that 
period was the private concession that began 
providing rail services in 1998 on some 385 km 
of track between Bulawayo and Beitbridge. 

PPPs failed to take off in Zimbabwe for 
a number of reasons, including investor 
perceptions of high political risk, lack of 
political commitment, lack of clear legal 
and policy frameworks, lack of fi nancial 
resources within the government, currency 
risks, lack of expertise and capacity within the 
government, and lack of policy consistency. 
In 2004, the Government revisited the issue 
and in December 2004 issued a revised 
policy statement for the use of PPPs in 
various sectors to promote economic growth 
through collaboration with the private 
sector in the provision of infrastructure.4 
The goal of the policy document was to 
“promote sustainable economic growth and 
development through mutual collaboration 
between government and the private sector 
in the effi cient management and operation of 
infrastructure and other development projects 
in the country.” The document provided a 
framework for private sector participation to 
“take care of the interests of all stakeholders, 
including service providers and consumers.” 
It provided for several forms of public 
private partnership, including management 
contracts, leasing, concessions, and “new 
entry” through de-monopolization. PPPs were 
envisaged in a wide range of sectors, including 
transportation, water, telecommunications, 
and energy. The document provided 
guidelines for the approval of projects 
identifi ed by government agencies and project 
promoters, including a tendering process for 
the selection of the private sector partner 
and rules governing unsolicited proposals 
emerging from the private sector’s own 
initiatives. Tax incentives are provided for 
investors engaged in approved Build Operate 
Transfer (BOT) schemes. Other incentives 
were to be provided on a case-by-case basis, 
including duty exemptions. The remittance 
of dividends and disinvestment proceeds was 
to be in accordance with Exchange Control 
Regulations.

4 See Government of Zimbabwe (2004), Public Private Partnerships Policy and Guidelines. Harare, December 
2004.
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A review by the UNDP in 2008-09 
concluded that there was a continuing lack of a 
clear legislative and regulatory framework for 
PPPs.5 The report went on to say that for PPPs 
to realize their full potential in Zimbabwe 
the guidelines developed in 2004 needed 
to be revised, since these did not cover in a 
comprehensive way the legal and operational 
modalities of the program. Capacities within 
the public sector to carry out the necessary 
due diligence work are also limited. The 
registration, conduct of feasibility studies, and 
project procurement are done haphazardly, 
added to which the necessary human and 
fi nancial resources to manage the program are 
not in place. According to the UNDP at that 
time, committees responsible for PPP processes 
were not functioning, and as a result, there was 
some risk that sub-optimal concessions could 
be concluded that would ultimately lead to 
lengthy re-negotiations. 

5.3.2 Current Status of the 
PPP Framework

A renewed push for use of PPPs. Following 
the formation of the Inclusive Government 
(IG) in early 2009, there has been renewed 
interest in the use of PPP arrangements for 
infrastructure services. The new government 
recognized that the lack of clear guidelines 
and transparent processes would continue to 
hinder any investment into Zimbabwe and 
will hamper the implementation of PPPs. The 
Short-Term Economic Restructuring Program 
(STERP) of March 2009 recognized that it has 
become necessary and prudent to adopt PPP 
guidelines to provide the public and private 
sectors with step-by-step guidance on the 
preparation, approval and implementation of 
PPPs. Shortly after the formation of the IG, 
a series of initiatives were undertaken by the 
new government to address these concerns. 

5 UNDP (2009), Restructuring Public Enterprises and the Rehabilitation of Infrastructure in Zimbabwe. 
Comprehensive Economic Recovery in Zimbabwe Working Paper Series, UNDP, Zimbabwe, Working Paper 8, 
2009.



16 Zimbabwe Report Expanding Private Sector Roles in Infrastructure

These initiatives resulted in three important 
reports on various aspects of the PPP process 
in Zimbabwe.6 The reviews have made an 
important contribution in clarifying the current 
framework within which PPP-type initiatives 
must operate.

There are three major motivations 
for moving to much greater use of PPP 
arrangements in Zimbabwe. These are: (i) the 
investment requirements for the rehabilitation 
and expansion of infrastructure in the decade 
ahead are well in excess of the amount of 
public resources that will be available for 
these activities during that period; (ii) the 
presence of private providers of services under 
competitive arrangements will help lower the 
costs of service provision for the economy 
as a whole and for services benefi ciaries; 
and (iii) the presence of substantial private 
service capacities will help offset inadequate 
technical and management capacities in 
the infrastructure sectors that have been 
exacerbated by the very large emigration of 
skilled labor out of Zimbabwe in the past 
decade.

The legal framework for PPPs. One 
of the above-mentioned government 
reportsprovides a detailed assessment of the 
current legal framework that is applicable 
to PPPs (Government of Zimbabwe, August 
2009). An important conclusion of this paper 
is that at present there is no legislation, 
policy, or institutional framework that 
pertains specifi cally to PPPs in Zimbabwe. 
The concessions that have been implemented 
to date have all been undertaken within the 
framework of existing procurement laws. 
The paper identifi es the various pieces of 
legislation that have a direct or indirect 
bearing on the use of PPPs as an instrument for 
forming public-private partnerships. These 
include the Procurement Act, the Income 

Tax Act, the Indigenization and Economic 
Empowerment Act, the Reconstruction of 
State Indebted Insolvent Companies Act, 
the Zimbabwe Investment Authority Act, the 
Urban Councils Act, and the Rural District 
Council Act. The report then identifi es the 
following three options for moving forward 
with the development of a legal framework 
for PPPs: (i) make use of the current 
legislation; (ii) draft a new Act specifi cally 
for PPPs; and (iii) draw up a specifi c set of 
regulations under the Procurement Act or the 
draft Public Finance Management Act. The 
proposal of the paper is to adopt the third 
option and draw up regulations under the 
Public Finance Management Act. The main 
concern about the second option of drawing 
up a specifi c Act for PPPs was that it may 
take several years to have the legislation 
enacted and this may introduce delays in the 
PPP program.

In making a fi nal decision on these 
options, several related concerns that affect 
the timetable for PPPs need to be taken into 
account. First, as noted earlier, it is very 
unlikely that any major PPPs can move forward 
until after the formal launch of the arrears 
clearance process. Prior to this happening, the 
continued accumulation of arrears on public 
and private creditors accounts will make it 
very diffi cult for interested private investors to 
mobilize the large amounts of debt fi nancing 
that will be required either on a corporate basis 
or with the use of non-recourse or limited-
recourse loans by the international banking 
community. At this stage it is not clear when 
the arrears clearance process may be formally 
launched. The second concern is that it is 
essential that the revamp of the regulatory 
framework proposed in Chapter 4 is put in 
place before entering into individual large 
PPP contracts with investors. Introduction of 

6 Government of Zimbabwe (2009), Public-Private Partnership (PPP): Guidelines. Harare, Zimbabwe, 
2009; Government of Zimbabwe (2009), Public-Private Partnership: Legislative Review for Zimbabwe. Harare, 
Zimbabwe, August 2009; and Government of Zimbabwe (2009), Institutional Framework: Public Private 
Partnership (PPP). Harare, Zimbabwe, November 2009.
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a new regulatory framework after the start of a 
series of major PPP projects will create serious 
diffi culties for the new regulatory authorities, 
especially if the provisions of the PPPs are 
at odds with the regulatory structure on such 
matters as competition and/or pricing policy, 
or technical standards for service delivery by 
suppliers. The reality is that the proposed new 
regulatory regimes for infrastructure services 
will also require new legislation.

With these concerns in mind, the position 
taken in this Report is that work should proceed 
as a matter of priority on the necessary acts 
for the proposed new regulatory authorities, 
together with a new comprehensive Act for 
PPPs. The target for passage of these new acts 
should be no later than end 2012. 

Recurring issues related to the launch 
of the PPP program. These various reviews 
have, directly and indirectly, also raised 
a number of basic issues on the approach 
required for successful implementation of 
PPPs in Zimbabwe in the decade ahead. 
These include:

• What are the most appropriate formats for 
private participation in the infrastructure 
sectors under consideration in Zimbabwe, 
and what can be said about international 
experiences and best practice on these 
choices?

• What are the most appropriate mechanisms 
for mobilizing the private fi nancing required 
for various types of PPPs?

• What are the lessons from international 
experience in managing the fi scal risks that 

governments may take upon themselves 
under various types of PPPs?

• What are the most appropriate arrangements 
for the management of PPP processes from 
inception to fi nal approval and subsequent 
implementation?

• How should the management of various 
phases of a PPP be handled within the 
government?

• How should re-negotiation of PPP 
arrangements be managed, in the event that 
such re-negotiation is required?

There is a substantial body of literature on 
these issues and the successes and failures 
with PPPs in various parts of the world over 
the past few decades.7 The discussion below 
draws heavily on Delmon (2009).

5.3.3 Choice of Formats for 
Private Participation in 
PPP Arrangements

The experience of the past two decades 
indicates clearly that there is no universal 
norm for the most appropriate design of PPP 
arrangements. As Delmon (2010) has noted, 
the analysis must be made on a country-
by-country, sector-by-sector, and project-
by-project basis. When seeking private 
participation to deliver infrastructure services 
a government agency or state enterprise (the 
grantor or grantors) has a variety of options 
for the structure of the project. Box 5.1 above 
sets out the most common types of PPP 
arrangements. 

7 See, for example, Delmon, Jeffrey (2009), Private Sector Investment in Infrastructure: Project Finance, PPP 
Projects and Risk. Kluwer Law International,The Netherlands, 2009; Guasch, J. (2004), Granting and renegotiating 
Infrastructure Concessions: Doing It Right.” World BankInstitute Development Studies, Washington DC, 2004; 
World Bank (2006), “Review of Selected Railway Concessions in Sub-Saharan Africa.” World Bank, Washington 
DC, June 2006; OECD (2007), OECD Principles for Private Sector Participation in Infrastructure. Paris, 
OECD, 2007; Bayliss, Kate (2009), “Private Sector Participation in African Infrastructure: Is It Worth the Risk? 
International Policy Center for Inclusive Growth, School of Oriental and African Studies, London, Working 
Paper No.55, May 2009; Delmon, Jeffrey (2010),”Understanding Options for Public-Private Partnerships in 
Infrastructure. Sorting Out the Forest from the Trees.” World Bank, Washington DC, Policy Research Working 
Paper 5173, January 2010. 
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Box 5.1: Common Types of PPP Arrangements

The selection of the appropriate design may require a signifi cant amount of time and effort by the grantor. The most 
common forms of PPPs are:

• Management or operation and maintenance contracts where a private entity provides some operation and 
maintenance services for a fee usually based on delivery of satisfactory services. These types of contracts can 
cover a particular service or an entire utility.

• Affermage arrangements where a private entity builds and or refurbishes and operates a service usually delivered 
directly to consumers, and the grantor fi nances any major capital expenditure. The private entity generally 
collects tariffs directly from consumers.

• Build-Operate-Transfer (BOT), Build-Own-Operate (BOO), Build-Own-Operate-Transfer (BOOT), Design-Build-
Finance-Operate (DBFO), Design-Construct-Manage-Finance (DCMF).

• In these arrangements, a private entity fi nances and builds/refurbishes a facility that provides services to a single 
or small group of large off-takers (often a public utility) or directly to consumers (e.g., toll roads, bridges and 
airports).

• Lease arrangements where existing assets and or land is leased to a private entity for construction of new assets 
or refurbishment of existing assets to be used to provide services to a single or small group of large off-takers or 
directly to consumers. 

• Concession in which a private entity fi nances and builds and or refurbishes and operates a service usually 
delivered directly to consumers. The private entity generally collects tariffs directly from consumers.

• Divestiture where the assets are sold to a private entity who provides services directly to consumers and collects 
tariffs directly from consumers.

Source: Delmon (2009).

5.3.4 Mobilizing Private Finance

In many instances, the fi nancial structure 
of PPPs relies heavily of debt fi nancing, 
typically mobilized in international fi nancial 
markets. The most common forms of private 
fi nancing for PPPs are corporate fi nancing 
and project fi nancing. The expectation is that 
the design of some PPPs in Zimbabwe will 
provide opportunities for corporate fi nancing, 
wherein a participating company borrows 
money against its proven credit profi le and 
ongoing business and invests it in the project. 
One concern about this mechanism is the 
potential high cost of such fi nancing. The 
other option is the use of project fi nancing 
techniques where non-recourse or limited-
recourse loans are made directly to a special 
purpose vehicle created for the PPP. Lenders 
rely on the cash fl ow of the project for 
repayment of the debt; security for the debt 
is primarily limited to the project assets 
and future revenue stream. Investors use 
this technique to reduce substantially their 
equity investment and exposure to project 
liability. However, project fi nancing typically 

requires a complex structure of contracts, 
subcontracts, guarantees, insurance, and 
fi nancing agreements in order to provide the 
lenders with the security they require and the 
risk profi le necessary to convince them to 
provide the funding.

The Government may want to consider 
a number of other options to facilitate the 
mobilization of private fi nance for the 
proposed PPP program. These options may 
include some form of direct public support, 
particularly in the case of specifi c risks that 
private investors or lenders are not well 
placed to manage (for example, aspects 
of political risk and environmental risk). 
The Government may also want to look 
to an intermediary to mobilize some local 
fi nancing for PPP projects. It may be possible 
to look to the Infrastructure Development 
Bank of Zimbabwe (IDBZ), for example, 
to play a role in mobilizing resources from 
local corporations that have a direct interest 
in seeing improved infrastructure services, 
or from international partners, including 
institutional investors that are unable to invest 
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directly in a PPP-type project.8 A variation on 
this approach might be for the IDBZ to step in 
after the completion of construction of a major 
infrastructure project and refi nance a portion 
of the commercial bank debt mobilized in 
international fi nancial markets at the outset. 
This would provide international lenders 
with relatively short exposures and may 
facilitate their re-engagement in other PPP 
opportunities within Zimbabwe.

5.3.5 Managing Fiscal Risks 
Associated with PPPs

A key feature of PPP design is the apportionment 
of risk between the government and the 
private investors involved in the project. The 
Government of Zimbabwe will want to manage 
carefully the provision of such government 
support, and in particular contingent liabilities 
created through such support mechanisms, 
for example, the contingent liabilities that can 
stem from government guarantees of grantor 
payment obligations or debt repayment. 

Progress on arrears clearance with the 
international donor community will infl uence 
the extent to which the Government can 
assume contingent liabilities associated with 
PPP projects. Prior to the formal launch of 
an arrears clearance process, government 
guarantees and other assurances are unlikely 
to facilitate transfer of some risks to the 
government. An inability to engage in 
meaningful risk sharing arrangements will 
almost certainly raise substantially the cost of 
PPP fi nancing. A successful launch of PPPs 
with international investors must await the 
formal start of an arrears clearance process 
with the international donor community, 

hopefully in 2011. The launch of the process 
will then improve the prospects for the use 
of government guarantees and other fi nancial 
undertakings associated with the PPP 
program.

The Government will need to assess 
the type of support to be provided for each 
proposed PPP project. Assessment of direct 
liabilities (for example, the provision of an 
access road to a particular site, or school 
or hospital at the site) is straightforward. 
As noted above, the Government may also 
provide investors with various kinds of 
guarantees.9 Such contingent liabilities are 
more diffi cult to assess, given the events that 
give rise to them are uncertain. A number of 
techniques have been developed to put a price 
on such guarantees.10 Once the likely cost of 
the guarantees has been assessed, the issues 
then are: (i) how will the government protect 
itself; and (ii) who will pay for the cost of the 
guarantee. Delmon (2009) provides a detailed 
discussion of the options for dealing with 
these two concerns, including for example, 
requiring the PPP project to pay fees for the 
issue of guarantees, the use of guarantee 
funds, and accessing partial risk guarantees 
offered by international fi nancial institutions 
such as the African Development Bank and 
the World Bank. 

5.3.6 Management of PPP Processes

An important point about the use of PPPs is 
that the Government of Zimbabwe will be 
responsible for a substantial number of tasks 
at various stages in the life of the PPP. The list 
of activities that a government must manage 
typically includes:

8 In July 2010, there were a number of media reports about the possibility that the IDBZ may reach an agreement 
with China for access to substantial lines of credit for infrastructure funding. If this opportunity is realized, it may 
open the way for the IDBZ for participate in some the proposed infrastructure PPPs.

9 Chile, Columbia, Korea, and Spain have provided revenue and exchange rate guarantees for toll road projects. 
These guarantees would compensate facility operators when revenues fall below a given point or when the 
exchange rate between local currency and the currency of debt exceeds a given ceiling.

10 See, for example, IMF (2005), “Government Guarantees and Fiscal Risk.” International Monetary Fund, 
Washington DC, 2005.
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• Development of PPP policy and strategy

• Promote and market the use of PPPs within 
the government itself and in local and 
international markets

• Standardization and dissemination

• Project origination

• Project analysis

• Procurement

• Transaction management

• Contract monitoring and enforcement

• Transition on termination or expiry.

For each PPP, the government will need to 
form a project team, with an appropriate 
set of skills and familiarity with project 
contracts, which will be responsible for 
work on the transaction. The team will need 
to include fi nancial, legal, and technical 
specialists with access to external advisers. 
Suffi cient budget resources must be 
allocated for such transactions teams. The 
working assumption used in this Report 
is that the cost of a transactions team is 2 
percent of the capital value of the PPP 
project. With about $3 billion of private 
investment for infrastructure services under 
PPP arrangements (concessions in railways 
and airport management, and IPPs in power 
generation), the total cost of these teams will 
be about $60 million.11

The Government of Zimbabwe has drafted 
a very detailed set of guidelines to be followed 
in the preparation and implementation of 
individual PPPs (Government of Zimbabwe, 
2009). The guidelines are structured 
sequentially, commencing with project 
initiation and registration with the PPP Unit, 
appointing a Transaction Advisor, conducting 
a feasibility study/PPP assessment, the PPP 

procurement process, contract management, 
and procedures to be implemented at the expiry 
of the PPP agreement. 

The importance of having a strong 
transaction team in place can be illustrated 
with the following example. There have 
been a number of proposals in the past 
year or so to use PPP-type arrangements to 
attract substantial private investment for toll 
roads in Zimbabwe. The reality is that there 
are uncertainties about the attractiveness 
of these opportunities in Zimbabwe at this 
time. As Chapter 9 indicates, experience 
elsewhere in Africa indicates that a traffi c 
density of at least 15,000 vehicles a day is 
required to generate revenues suffi cient to 
attract potential investors. In Zimbabwe at 
the present time, the highest traffi c density 
is about 4,000 vehicles a day on the 290 
km Harare-Masvingo route, followed by 
a little over 3,000 vehicles a day on the 
240 km Harare-Nyamapanda route. Even 
with very rapid growth in the traffi c fl eet, 
it is unlikely that these required densities 
will be achieved in the decade ahead. In 
these circumstances, a potential private 
investor would very likely seek a number 
of guarantees from government designed to 
ensure profi tability while the traffi c densities 
are low. The transactions team would need 
to undertake a very careful analysis of the 
potential contingent liabilities for the fi scus 
that would be associated with a toll road 
project with low traffi c densities. 

5.3.7 Renegotiation of PPPs

One of the lessons from international 
experience with PPPs over the past two decades 
is that a substantial number of these long-term 
agreements have been renegotiated. In fact, 
Delmon (2009) reports that recent data suggest 

11 In the case of the United Kingdom, which has been very active in the use of PPPs, the average cost of these 
expert teams has been about 2.6 percent of the capital cost of the projects. And the average time required from 
prequalifi cation to fi nancial close has been 36 months. The foregoing is cited by Delmon (2009) and is taken from 
National Audit Offi ce (UK), “Improving the PFI Tendering Process,” March 2007. 
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some 75 percent of transport PPP contracts and 
87 percent of water and sanitation contracts 
are renegotiated at some point. A common 
perception is that renegotiation implies a 
failure or fundamental fl aw in project design 
and or implementation. Delmon argues that 
such judgments are erroneous. Renegotiation 

is typical for long-term arrangements of the 
kind embodied in PPP contracts. Renegotiation 
provides an opportunity to adjust the terms of 
a project to address the needs of the project 
and circumstances of the parties involved to 
the benefi t of these parties and the intended 
benefi ciaries. 


