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The Challenge
According to Statistics South Africa there are 12.5 million households in the country.   2 million of these are recorded as living in informal houses.   As the definition for formal houses includes shared accommodation and back yard rooms, the actual housing backlog could be somewhere between 2 and 3 million houses.

According now to the Department of Housing, the various spheres of government will this year deliver around 250,000 new houses - an admirable achievement.   To address the backlog in the next 10 years as well as dealing with natural growth will require a housing programme of some 400 to 500,000 new housing units per year – the equivalent to creating a city the size of Pretoria every year.
These new houses will then require water, sewerage, electricity and roads – not just a few extra pipes, cables and streets but dams, power stations, treatment works, sub-stations, bulk infrastructure and freeways.    They will also need clinics, schools, libraries, bus services, shopping facilities, offices, factories – everything that is associated with modern living.
It is clear that the challenge is immense.   So immense, in fact, that we need to harness every resource that is available to attack the problem and this means that we have to use the private sector to its best advantage.
Benefit of PPP   
The answer must include the use of Public Private Partnerships or PPP’s as they are known.   In these partnerships the private sector contracts to work with the public sector to achieve a specific goal or to provide a specific service.    A traditional contract might involve employing a contractor to build a number of houses.   A PPP contract may involve that same contractor still building these houses but this time in conjunction with the building of houses that the contractor can put up for sale.   The contractor then gets its return on the sale of its own houses rather than on the construction of the government houses.   

It is clear that the private sector will continue to play its role anyway.   Many of the required housing units will be built by the private sector for sale or rental without any government involvement.   The private sector will develop shopping facilities, offices and factories wherever they see a demand and justify the investment.   In doing all of this they will pay for, or contribute to, the cost of the required new infrastructure.
Can PPP’s Be Pro-Poor?
I often hear the comment that the private sector cannot look after the poor.   Of course they can - if that is the contract that is up for award.   Provided a contract is structured, worded and monitored correctly then the private sector have to do what is required of them.   Obviously they are not going to do it for nothing but as long as they receive a reasonable return for the efforts then it will happen – and probably happen quicker than if they were not involved.   Our governmental control systems are not conducive to making things happen quickly!
An ideal PPP contract is one where there can be a balance within the contract between income and costs.   The water concession in Nelspruit is feasible because it balances the income from the high end water users in the town itself with the cost of subsidising the low end water users in the rural areas.   Just to have concessioned the town water supply would have been an example of cherry picking – looking at the profitable areas only. 
PPP’s – The Key to Accelerated Service Delivery
There are various partnership models that can be used ranging from the sophisticated long term concession to the simple outsourced service provider contract.   Traditionally the private sector has been used for many things from building a road to personnel agency functions.   The only difference with a PPP is that it requires some new thinking in terms of the format of the contract that is used and how the risk has to be allocated.

Given the scale of the challenge that we face - given the shortage of people, expertise and skills in local government - given the restriction on available funds - given all of these - it is crucial that we maximise the benefits of PPP’s - while still controlling the risks through properly structured contracts.
The private sector can bring people, expertise and skills – the private sector can access finance – all areas that are in scarce supply in local government at this time.   Government has committed considerable funding to address the service delivery backlogs.    The private sector can help us to leverage these funds and therefore accelerate the delivery process.   Yes we have to manage the private sector properly - but we just cannot afford not to use them!  
