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Abstract 

Public Private Partnership Projects continue to gain momentum across the world. Governments in developing 

countries now find PPP projects as an alternative to conventional financing and providing public infrastructure. 

Guided by the principal agency theory, this study examines different types of PPP Project contracts in the roads 

sector with specific focus on the Uganda National Roads Authority (UNRA). Contracting out of projects in the roads 

sector has led to increased costs of road construction in Uganda. The main objectives of this study are to examine the 

relevance of the principal-agency theory to the adoption of PPP project contracts by UNRA and establish the types of 

PPP Project contracts suitable for adoption by UNRA. Data was collected through literature survey and interviews. 

Study findings revealed that Principal-Agency theory is relevant to adoption of PPP project contracts and that UNRA 

intends to use mainly management PPP contract. It is concluded that principal-agent relationship is very crucial if the 

execution of PPP Project contracts is to be a success and that there is a very high chance that UNRA is planning to 

also adopt the use of Build, Own and Transfer (BOT) PPP Project contract in the roads sector. The study 

recommends that UNRA should ensure a cordial relationship with private parties and not rely solely on management 

PPP contracts. The organisation should explore other PPP project contracts such as Private Finance Initiative, 

Leasing, Design Build, Build Operate and Transfer, and then Design Build and Finance. The choice of contracts 

should always be based on affordability and value for money. 
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1. Introduction 

In the past three decades, Public Private Partnerships (PPP) Projects, have become synonymous with provision of 

public infrastructure. The public finance land scape continues to shrink amid rising need for publicly provided 

infrastructure. While in the 1980s, Governments resorted to privatization in their effort to, among others finance 

development, PPP projects have now surfaced as a viable alternative. The concepts of PPP project and privatization 

have synonymously been used at times. It is critical to note that under a PPP project contract, the state continues to 

control the facilities managed by the private partner (Tshombe & Molokwane, 2016) while, under at its extreme, 

privatization will entail sale of government facilities to the private sector. With regards to the concept of a „project‟, 

it is a temporary organization that is created for the purpose of delivering one or more business products according to 

an agreed business case. Organizations set up and invest in projects in order to introduce change into their day to day 

“business as usual” activities (Buehring, 2019). A contract is an agreement between two parties that creates mutual 

legal obligations (LegalMatch, 2020).  

In this paper, the road sector has been chosen, because it accounts for 57.3% of total PPP project contract spending all 

over the world and is by far the largest sector of PPP project contract spending among developed countries such as 

USA and developing countries such as Uganda (Charles, Hugh & Joseph, 2013). According to Solomon, Srinath., 

Chika & Lei (2014), there are various PPP project contracts used in the roads sector which include: Private Finance 

Initiative, Leasing, Build Operate Transfer (BOT), Management contract and Design Build Finance (DBF) (Matti, 
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2013). Conventionally, in many countries all over the world, governments have been the main vehicle behind 

financing and constructing road infrastructural projects using public procurement but now days, they are involving 

private sector to finance such projects using PPP contractual arrangements (Alan, 2010). In North America, to rebuild 

its depreciating road infrastructure, the governments of Canada and USA initiated PPP project contracts to revamp 

their crumbling infrastructure especially in the road sector in order to retain their competitive position in the world 

economy (Price Water Coopers, 2009). 

In South America, Brazil, in particular, is increasing its level of investments in road transport, energy, education and 

health using PPP project contracts. All these are essential activities that steer Brazil‟s sustainable development if it is 

to overcome her recent economic crisis, fiscal austerity and the high cost of the public debt (Cesar & Carlos, 2012). 

In Europe, there are many similarities as far as drivers of execution of PPP projects contracts are concerned. In 

Austria, Germany and the United Kingdom (UK), governments came up with a wide range of reforms to use PPP 

contracts in implementing various projects in the roads sector (Andrew, 2013). In the Asia-Pacific region, the 

countries that have made most progress in the execution of their PPP project contracts are the Philippines, Papua 

New Guinea, Thailand, the Philippines, Mongolia, Viet Nam, Bangladesh and Indonesia (Asian Development Bank, 

2015). In Africa, South Africa has been implementing over 50 PPP project contracts in the road infrastructure 

development at national and provincial level, and 300 projects at municipal level since 1994 (Hans, 2016). In West 

Africa, Nigeria and Ghana have earmarked power and road transport as the major sectors that can use PPP project 

contracts for infrastructural development in order to stimulate its economic growth and development (African 

Development Fund, 2010).  

In East Africa, countries such as Kenya, Tanzania, Burundi, Rwanda and Uganda are initiating PPP project contracts 

to develop infrastructure such as the standard gauge railway (Mulyungi, 2019). The Ugandan Government views the 

use of such PPP project contractual arrangements as an important tool in its plan to bridge the infrastructure 

financing gap in the next five years (Matti, 2013). Although Uganda is currently using contracting out PPP project 

contracts to construct and rehabilitate a number of roads in different parts of the country such as Mukono Katosi road, 

it is planning to adopt the use of other PPP project contracts such as management contract for the Kampala-Entebbe 

expressway and the Build-Operate-Transfer (BOT) PPP Project contract for Kampala-Jinja high way to implement 

more road sector projects (Tony, 2013). For effective use of such PPP project contracts in the roads sector in Uganda, 

there is need to understand the nature of the relationship that exists between government and private organisations to 

work together to deliver services to the citizens through use of principal-agency theory (Holland, 1984). This theory 

is based on the fact that the success of such PPP projects in the roads sector in Uganda depends on the nature of the 

relationship between public partners (principal) and private partners (agent) (Bjurstrom, 2020). From these 

contextual assumptions of PPP projects and how they can be influenced by the relationships between partners, it is 

possible to understand how the principal-agency theory applies to this study on the use of PPP project contacts in the 

road sector in Uganda (McQuaid, 2000). 

1.1 The Problem 

While there are a number of studies on various PPP project contracts being used by different countries (Jamali, 

2004), exploratory studies focusing on the use and impact of PPP project contracts in the roads sector in Uganda are 

limited. Moreover, no research has been done to specifically investigate whether the use of different PPP Project 

contracts can help a country like Uganda to improve its roads sector. A report by New Vision (2016) illustrates that, 

since 2006, through use of contracting out PPP project contract, 4 trillion Uganda Shillings have been 

misappropriated by some UNRA staff through connivance with a few private partners during construction and 

maintenance of several road sector projects in Uganda (New Vision, 2016). As a result, the existing information gaps 

and the UNRA stakeholders‟ concerns as to why Uganda is still using contracting out PPP project contract instead of 

adopting other PPP Project contracts to improve her road sector deserve an in depth investigation (Cheung, Chan & 

Kajewski, 2012). 

1.2 Study Objectives 

The main objectives of the study are; 

 To examine the relevance of the principal-agency theory to the adoption of PPP project contracts by UNRA 

 To establish the types of PPP Project contracts suitable for adoption by UNRA in the roads sector of Uganda. 
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2. Literature Review 

2.1 Principal Agency Theory and PPP Project Contracts 

The theoretical framework for this study has been derived from the principal-agency theory (Jensen & Meckling, 

1976). In this regard, for effective adoption of PPP Project contracts by UNRA, there is need to understand the 

nature of the relationship that exists between government and private organisations to work together to deliver 

services to the citizens through use of principal-agency theory (Holland, 1984). The principal-agent theory emerged 

in the early 1970s from the integrated aspects of economics and institutional theory. The main quoted reference to 

the principal-agent theory, however, comes from experts such as William Meckling and Michael Jensen (Barry, 

2006). The theory even went beyond institutional and economic studies to different aspects of risk management or 

uncertainty analysis and information asymmetry.  

The occurrence of agency issues has also been broadly evidenced in a number of other scholarly fields such 

accounting, finance, political science, sociology, organisational behaviour and marketing (Panda & Leepsa, 2017). 

The principal-agency theory tries to describe the relationship between two parties, where one is a principal in charge 

of a certain business and the other is an agent who represents the principal in transactions with a third party (Barry, 

2006). Agency relationships exist when the principal employs the agent to do some tasks on his behalf (Bjurstrom, 

2020). Whilst the theory has been linked to theorists Stephen Ross and Barry Mitnick, Ross is believed to be the one 

that initially explained the dilemma of the principal-agency theory in terms of someone choosing a flavour of ice 

cream for another person despite not knowing that person‟s preference in terms of taste (Barry, 2006)  

The review of principal agency theory focuses on different aspects of the principal agent relationship that have been 

hypothesized and verified in different study domains (Rose, 2019). Principal agency theory is an analytical lens used 

for critical assessment of the contractual relations between two parties of a principal and an agent (Addisalem, Henna, 

Ijaz & Sari, 2018). The history of the principal agency problem can be traced back to the time when civilisation and 

development by mankind led to initiation of trade among different people to optimise profits (Panda & Leepsa, 2017). 

The principal agency theory as such, rotates around the various aspects of the agency problems and its solutions 

(Panda & Leepsa, 2017). Henceforth, the principal agency theory examines the linkage between a number of parties, 

in which one party known as the principal, obliges another party called an agent, to execute some activities on behalf 

of the principal (Jussi & Inga, 2015). Usually the principal seeks to optimise service delivery, while agents focus on 

maximising economic benefits that accrue from their relationship with the principal (Muhanguzi, 2019). Agency 

theory contends that an organisation is made up of a nexus of contracts between the owners of economic resources 

(the principals) and managers (the agents) who are given the responsibility of using such resources to execute certain 

tasks in order to achieve the intended objectives (Jensen & Meckling, 1976).  

The theory is based on the premise that agents are more informed than principals and that such information 

disequilibrium results in certain unethical practices which negatively impacts the principals‟ capacity to effectively 

monitor and evaluate whether their interests are being well catered for by agents (Holland, 1984). The 

principal-agent problem may arise if the agent‟s and principal‟s interests are parallel and the agent has more 

knowledge of how to do some work well than what principal knows. In this case, the principal may find it very 

difficult to make sure that the agent is doing work in the principal‟s best interest (Jose, Rosa & Joaquín, 2014). The 

principal can either enter into a behaviour-based contract or alternatively, an outcome-based contract (Addisalem et. 

al., 2018). In the first instance, the principal will track the progress of the agent using different avenues such as 

budgets, reports and board of governors to play an over sight role on the performance of the agent. In the second 

scenario, the principal can reach a consensus with the agent on certain key result areas. This type of contract helps to 

clarify well the interests of both the principal and agent (Addisalem et. al., 2018).  

There are five important variables, which the principal should consider for choosing the behaviour-based or 

outcome-based contract with the agent. These include: outcome measurability; outcome uncertainty; task 

programmability; goal conflict and nature of the agency relationship (Addisalem et. al., 2018). In a long-term 

relationship, a behaviour-based contract will be more economically viable since in a long-term contract, the principal 

will have an opportunity to understand better the behaviour of the agent. On the other side, in the short-term contract 

when the principal may not be able to understand the behaviour of the agent due to limited time scope, an 

outcome-based contract may be much better to adopt (Addisalem et. al., 2018). Although the principal–agent 

relationship has got a framework that provides agents with free will conscience so as to operate within certain 

parameters of any firm, the stakeholders of such firms may possess different interests all together, which make their 

actions to look as if they were based on self-vested interests (Rose, 2019). This is because the interests of the firm 

owner are usually totally different from those of the stockholders, each of whom has different interests all together in 
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relations to those of the firm‟s workers. So, the various interests of the different stakeholders of the firm determine 

the extent to which the good principal agent relationship is enhanced (Rose, 2019).  

The principal–agent theory is relevant to the adoption of PPP Project contracts in the roads sector in Uganda because 

this theory is based on the fact that the success of such PPP project contracts depends on the nature of the 

relationship between UNRA as a public organisation (principal) and the private partners (agent) that she works with 

to execute PPP project contracts in the roads sector (McQuaid, 2000). Agency problem is one of the ancient 

problems that have lingered around since the onset of business organisations. It cannot be ignored since every 

organisation including UNRA possibly has suffered from the same related problem in different ways (Panda & 

Leepsa, 2017). The theory brings to light many aspects of behaviour in the context of adoption of PPP Project 

contracts by UNRA in the roads sector. UNRA usually signs PPP project contracts with private firms who undertake 

risky investment projects, and take decisions that UNRA cannot observe or interpret (Sinclair, 2013).  

From these contextual assumptions of PPP project contracts and how they can be influenced by the relationships 

between partners, it is possible to understand how the principal-agency theory applies to this study on the adoption of 

PPP project contracts in the road sector in Uganda (McQuaid, 2000). Some scholars have however criticised the 

principal agency theory based on the notion that most academicians who have conducted studies based on principal 

agency relationships have mainly focussed on the side of the agent‟s issues and so are of the view that the principal 

side also has its own issues that need to be dealt with. These scholars have discovered that the principal agency 

theory is not bothered about the issues associated with principals that always try to take advantage of the agent 

(Panda & Leepsa, 2017). In addition, these scholars believe that the agents are made to sign contracts by principals 

who are just opportunists and in the end the agents may find out that the terms and conditions of the contract only 

favour the interests of the principals without taking into consideration the interests of the agents, fully. (Panda & 

Leepsa, 2017). 

2.2 Types of PPP Project Contracts 

PPP project contracts are collaboration between government and the private sector to provide an effective means of 

funding infrastructure projects based on good business ethics (Lucely, 2020). A contract is an agreement between 

two parties that creates mutual legal obligations (LegalMatch, 2020). Contracts are part of everyday dealings in all 

aspects of life. A contract can either be oral or written. Oral contracts however, are more challenging to enforce and 

should be avoided, if possible. Some contracts must be written in order to be valid, such as contracts that involve a 

significant amount of money. It is crucial as such, to understand the rules governing them to ensure acquisition of a 

valid contract (LegalMatch, 2020). The PPP project contract could be considered an effective pathway for leveraging 

capital, alleviating uncertainties associated with construction and operation, and achieving a nation's Sustainable 

Development Goals (Mingyue,  Ajith,  Basil,  Douglas & Prakash,  2020).  

PPP Project contract is an agreement that government makes with the private sector for a period ranging from medium 

to long term, for provision of services to the citizens. The Government signs such a contract with the private sector 

specifying precisely how the different associated risks will be shared and also articulately defines the roles and 

responsibilities of each duty holder (Tshombe & Molokwane, 2016). According to Solomon et. al., (2014), there are 

various PPP Project contract types used in the roads sector. The Private Finance Initiative (PFI) PPP project contract 

was first used by the UK government when it passed a legislation to use it in the construction of a number of 

highway infrastructure projects (Hu & Han, 2018). Mehmet and Cuma (2018) contend that a PFI is a type of PPP 

Project contract where the public entity enters into a contractual arrangement with the private sector entity so that the 

private entity is authorized to provide services to the public through designing, building, financing and operation of a 

road facility. The private entity developer is therefore paid by the public entity for the work done to agreed standards 

in terms of the delivery of services through road facility maintenance (Hu & Han, 2018). Kamau (2016) insists that 

nowadays, PPP project contracts to be adopted in constructing and maintaining roads should be hinged on the PPP 

Project contract of PFI and at the same time on the existing concessions in place (Kamau, 2016). 

United States Department of Transportation (2014) postulates that Build Operate and Own (BOO) is a type of PPP 

Project contract where the public entity enters into contract with a private entity so that the private agency can 

finance, build, own, and operate a road facility for a certain period of time. The functions of developing, maintaining, 

and managing the road facility is within the jurisdiction of the private entity. An example is establishment of a 

logistics and trading centre in China under a BOO contractual arrangement. The Government of Shunyi District and 

Beijing Municipality signed a contract with Beijing Shunxin Maofeng Logistic Company using a BOO PPP Project 

contract to construct, operate and manage the trading centre, as the public entity supported the private company to 

obtain the required land rights (Khadka, 2018). The public entity was free to utilise all the structures and assets of the 
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trading centre throughout the Seventh China Expo in 2009. The ADB (2008) asserts that the private entity was 

motivated to enter into such a contractual arrangement with the public entity because of the advantages that were 

accrued from using such a BOO PPP project contract which included a one-off award of three to five per cent of 

private investment in the first year. 

A Lease PPP Project contract is where the private sector is responsible for the service in its entirety and undertakes 

obligations relating to quality and service standards, except for new and replacement investments, which remain the 

responsibility of the public sector (Obayelu, 2018). Delmon (2010), Farquharson and Yescombe (2011) note that 

leasing is a type of long term PPP Project contract where a private entity can design, build, refurbish, operate and 

maintain a service delivered directly to consumers. ADB (2008) agrees that with the leasing PPP project contract, the 

risk of financing the operation and maintenance of the road facility lies with the private entity, while the public entity 

retains the risk of financing the initial capital investment for the road facility. Usually leasing is used for a specified 

period of time which can be between 10 to 20 years and can be renewed for more years depending on performance of 

the private entity (Bouman, Friperson, Gielen & Wilms, 2013).  

Obayelu (2018) and Vahdatmanesh (2018) argue that Build Operate and Transfer (BOT) is a type of PPP Project 

contract where the private entity has the sole responsibility for financing, designing, building and operating 

infrastructure works according to performance standards set by the public sector based on a long period within which 

the private sector operates the project to pay off costs, make profit and then transfer the asset to the public entity after 

such a period. Normally, the public entity gives the private entity enough time to operate, maintain and manage the 

road facility in order to cover all construction costs and other expenses involved (Gwary, Asindaya & Abba, 2016). 

Kwak, Chih, & Ibbs (2009) and Gwary et. al., (2016) affirm that the private entity returns the road facility to the 

public entity after an agreed period. Although BOT PPP Project contract would bring significant benefits to 

developing countries like Uganda, it conceals structural vulnerabilities. This has made the private sector hesitant in 

investing in BOT project contract unless key risks are covered by governments under such PPP project contract 

arrangements (Tsukada, 2018). 

Gwary, Asindaya and Abba (2016), Delmon (2011), Bouman et. al., (2013) believe that management contract or 

operation and maintenance (O&M) is a type of PPP Project contract where a private entity provides some operation 

and maintenance services for a fee, usually based on delivering satisfactory services. Management PPP contract 

expands the services to be contracted out to include some or all of the management and operation of a public sector 

infrastructure service. Although ultimate obligation for service provision remains with the public sector, daily 

management control and authority is assigned to the private partner or contractor (Obayelu, 2018). Gwary et. al., 

(2016) assert that such a PPP project contract is a form of operational licence where the public entity agrees with the 

private agency to be given a license to maintain a certain facility for a particular period of time. In most cases, the 

public entity pays the private agency an agreed amount of money to cover the overhead costs incurred in maintaining 

the road facility (Delmon, 2011; Bouman et. al., 2013). However, the public entity is responsible for initial capital 

investment and delivery of the service to the public and then the private agency is authorised to carry out day to day 

maintenance and management of the road facility (Bouman et. al., 2013).  

United States Department of Transportation (2014) point out that design Build Finance (DBF) is a type of PPP 

Project contract that involves the private partner providing the necessary capital investment for a new infrastructure 

facility and is generally repaid by the public sector in a series of instalments funded by taxes, fees or tolls. Adopting 

the DBF involves providing the required funds to invest in the construction and development of a new road facility 

so that it can be repaid by the public entity through revenue collected from taxes and toll fees. In most cases, a DBF 

PPP Project is a short-term financing mechanism ranging between five to seven years after construction of the road 

facility. The public entity makes payments for such large scale contractual arrangements over a long time in order to 

make them more affordable (USDOT, 2014).  

As already discussed, the Ugandan Government views the use of such PPP project contractual arrangements as an 

important tool in its plan to bridge the infrastructure financing gap in the next five years (Matti, 2013). Although 

Uganda is currently using contracting out PPP project contracts to construct and rehabilitate some roads in different 

parts of the country such as Mukono Katosi road, it is planning to adopt the use of other PPP project contracts such 

as management contract for the Kampala-Entebbe expressway and the Build-Operate-Transfer (BOT) PPP Project 

contract for Kampala-Jinja high way to implement more road construction and maintenance projects (Tony, 2013). 
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3. Methodology 

This study, adopted a qualitative approach under a case study research strategy (Baxter, 2008; Yin, 2009; Creswell, 

2013). The study population consisted 15 key stakeholders of UNRA. Hence a sample size of 15 respondents was 

targeted (Creswell, 2014). This is because some research experts recommend that the number of participants for a 

qualitative study should be between 5 to 50 people (Shari, 2012). Purposive sampling was used to identify and select 

respondents. Selected participants from UNRA were those who were involved either directly or indirectly in the 

adoption of PPP contracts. These included 5 members of the PPP unit, 4 senior managers of UNRA and 6 staff from 

UNRA regional offices. The purposive sampling was chosen out of the need to understand the perceptions of UNRA 

stakeholders on the key issues pertaining to PPP contracts in the roads sector. Purposive sampling was used to select 

participants who were experts in the area of PPP project contracts in the roads sector from the PPP unit (Saunders et. 

al., 1997; Yazan, 2015).  

These respondents were purposively selected due to: the background knowledge; skills; responsibility; stake they had 

in the different PPP contracts being used to implement various projects in the roads sector in Uganda; their 

willingness to participate in the study; their ability to address the research questions and fully describe the 

phenomenon being studied. All these factors were very critical to making decisions for final selection of respondents 

for interviews (Ritchie & Lewis, 2003). For these reasons, each UNRA stakeholder was purposely identified and 

interviewed. Primary data was collected using interview guides. While secondary data was obtained using literature 

review (Joubish, Kharram, Ahmed, Fatima & Haider, 2011). Face-to-face in-depth interviews were conducted using 

unstructured interview guides that had open-ended questions with a view to yield adequate narrative data that could 

best inform the study. In this case the interviewer had opportunity of freedom to ask for additional, non-planned 

questions according to the responses of the participants (Hashemnezhad, 2015). It was ensured that the interviews 

conducted were systematic, credible, and transparent which enabled the study participants to reproduce the obtained 

expected results (Patton & Cochran, 2002). The respondents were contacted first by email and then by phone calls. 

People from different regions, departments and offices of UNRA were contacted and interviewed. Interviews were 

tape-recorded where necessary and whenever it was possible.  

Notes were also taken simultaneously alongside tape recording allowing verification of what had been said, and to 

complete notes afterwards (Sobuza, 2010). Most questions focused on some key constructs related to PPP Project 

contracts. Questions were formulated from the emerging issues identified from quantitative analysis for in-depth 

analysis of the phenomenon under the study (Stake, 2010). Data was analysed by use of narrations and descriptions 

(Braun & Clarke, 2006). Statements by UNRA experts were logically presented in narrative form. Other statements 

considered of high importance were also mentioned in the text and results were then interpreted and discussed in line 

with the reviewed literature (Schutt, 2011). After data recording and storage, data was edited for completeness, 

accuracy, and comprehensibility before final data analysis (Braun & Clarke, 2006). Qualitative data was transcribed, 

sorted, edited, classified and coded into suitable categories. Data was then condensed into memos to ease coding and 

later analysed (Creswell, 2013). Some data that was not useful was discarded. Themes were then formulated with 

code categories assigned either a letter code or a figure code to each category (Braun & Clarke, 2006). Data analysis 

began immediately after coding. Analysis of data was guided by the research objectives (David, 2006) which 

identified PPP Project contracts that had been investigated. Efforts were made to follow any new leads or 

perspectives, which were not anticipated during interviews with different respondents. Probing into more detailed 

aspects of the research, which were deemed necessary was also done.  

This led to the interpretive phase, which was the heart of qualitative data analysis (Creswell, 2007). Information was 

interpreted with its corresponding results by assigning meaning to the figures, observations, opinions and perceptions 

of the UNRA stakeholders (Lofland, 1971). Qualitative data was interpreted by composing explanations or 

descriptions from the information coded and arranged (Ritchie & Lewis, 2003). Finally, qualitative data such as 

stories, answers to open questions or observation of behaviour with a good understanding of the situation was 

analysed, but also with an open mind to minimise professional and personal bias. After all the above were done, key 

words or issues were looked out for in order to structure and organise the information for comparison. Answers were 

then clustered around such key words or issues and looked for patterns and any relationships before disseminating 

findings (Ritchie, Lewis & Elam, 2003; Ritchie & Lewis, 2003). After qualitative data was analysed, findings were 

presented as direct quotations from the participants. The research objectives of this study formed the major headings 

where quantitative finding were presented. The research objectives were used to guide the presentation of the 

findings in a clearer and understandable manner because they sought to answer the research problem of the study (De 

Vos, 2005). In doing all these, the researchers made sure that it was important for them to keep in mind that 

generalizations had to be made carefully in a qualitative study, because of the bias that could have emerged from 
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interviews they held with the different UNRA respondents. Finally, the qualitative results were used to make certain 

conclusions and recommendations on the adoption of PPP Project contracts in the roads sector in Uganda.  

4. Results 

4.1 Results From Literature Review on Relevance of the Principal-Agency Theory 

A review of literature substantiated this study‟s findings indicating that the principal-agency theory is relevant and 

can be used to explicate the adoption of PPP project contracts by UNRA. It was determined that UNRA is the 

principal representing the public sector and any private company that UNRA intends to partner with in executing 

PPP project contracts in the roads sector is the agent. If UNRA as principal is to adopt the use of PPP Project 

contracts in the roads sector, she needs to get a private partner as an agent that has the capacity to execute the road 

works which herself as the principal cannot be able to do (Müller & Turner, 2005). That is why during the process of 

selecting the agent, UNRA as a principal needs to be very critical by strictly following the right PPP Project 

contacting process thus exercising caution on any transaction (Saam, 2007; Poulton & Macartney, 2012).  

Awarding a PPP project contract by UNRA to a wrong private agent raises a likelihood of emergence of a dispute 

between the partners hence one party is likely to be more favoured than the other, leading to arms-length contractual 

relations. In most cases, the principal and agent are not equally positioned well, and so UNRA as the principal needs 

to learn to work well with private partners who are its agents in the execution of PPP Project contacts. In addition, 

the management of the PPP project contract needs to be a concerted effort of different stakeholders of the principal 

such as user departments and the public procurement and disposal unit to minimise the uncertainties associated with 

PPP Project contract implementation by both the principal and his agent (Poulton & Macartney, 2012). The theory 

prescribes that much as a PPP project contract administration needs to be done by the user departments of the 

principals that are directly affected by the implementation of such contract, in order to effectively detect any 

performance deviation early enough, the principal‟s PPP project contact manager needs to always work closely with 

the agent‟s PPP project contactor.  

It is, therefore, obligatory to come up with a well-developed plan as a basis for effective contract management by 

involving different stakeholders of both the principal and agent, and assigning roles and responsibilities to each of 

the parties involved (Babayan & Kadlecikova, 2016; Roach, 2016). This study has chosen to apply the 

principal-agent theory to critically assess the possible outcomes of the agency relationship that result from the 

interaction between the principal and agent and the likely implications to the PPP Project contacts in the roads sector 

in Uganda. The theory can, therefore, be used by UNRA to explore the challenges of agency problems in contractual 

arrangements it intends to have with private entities in the execution of the different PPP project contracts in the 

roads sector. Since the principal agent theory is a model where the principal delegates tasks to the agent (Babayan & 

Kadlečíková, 2016:315; Roach, 2016), Hlavaeek & Hlavaeek (2006) look at it as if the principal is striking a balance 

with an agent in terms of effective contract management and administration. This culminates into an agency 

relationship where an agent acts for, or as a representative of, the principal (Babayan & Kadlecikova, 2016:316; 

Shankman, 1999:321; Turner, 2004; Muller & Turner, 2005).  

4.2 Results From Types of PPP Project Contracts to Be Adopted by UNRA in the Roads Sector 

4.2.1 Findings for Adoption of Private Finance Initiative (PFI) PPP Project Contract 

During interviews with respondents concerning the use of Private Finance Initiative type of PPP Project contract in 

the roads sector, the majority of respondents said that they did not know because they had never heard about such 

terms. However, one respondent said: “I believe if UNRA goes ahead to use Private Finance Initiative types of PPP 

Project contracts in the roads sector, it may not be good for our country because the private companies may over 

exploit the public.” Another respondent said: “I think it may be a good idea for UNRA to use Private Finance 

Initiative PPP Project contract because if it works with private companies, for them they are more serious”. Another 

one respondent said: “If not mistaken, I am not quite sure whether we intend to use a Private Finance Initiative type 

of PPP Project contracts here in UNRA. May be I need to first do my homework before I confirm.” The above 

qualitative finding indicates that UNRA may not be intending to use Private Finance Initiative type of PPP Project 

contract. So the finding is not in line with what the researcher intended to measure. Over all, results from interview 

show that UNRA is currently not planning to use such type of PPP Project contract in the roads sector and as already 

noted, the results are not all in line with what the researcher intended to measure. 

4.2.2 Findings for Adoption of Design-Build (DB) PPP Project Contract 

Concerning UNRA‟s intention to use of DB PPP Project contract in the roads sector, the majority of respondents said 

that they were not aware of such PPP project contractual arrangement in UNRA. Respondent 1 said: “I doubt there is 
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such PPP Project contract in this organization but if UNRA has a plan to introduce it, it is okay.” Respondent 2 

said: “I don’t know whether we are intending to use such PPP Project contract but even if UNRA is planning to have 

such PPP project contract in place, personally I won’t support it because it attracts more Chinese firms to grab 

people’s land and put up fake roads.” On the other hand, Respondent 3 said: “I am not aware of the existence of 

such type of PPP Project contract in UNRA but if UNRA intends to use such PPP project contract in the near future, 

that will be good.” Respondent 4 said: “I am not quite sure that we have such a PPP Project contract here and so I 

can’t say much” while Respondent 5 said: „’For sure I can’t deceive that I have ever heard about something like 

that. “All the above support the findings from quantitative data that showed that UNRA is currently not using these 

PPP Project contracts of Design-Build. The findings are not in line with what was intended to be measured. 

4.2.3 Findings for Adoption of Leasing PPP Project Contract 

Interviews with respondents concerning UNRA‟s intention to use Leasing PPP Project contract in the roads sector 

revealed that the majority of respondents said that „they don’t know whether such PPP project contract can be used 

in constructing roads in Uganda’. Some of the respondents said that “if such idea ever came up, they would support 

it especially when it comes to acquisition of land for roads construction.” Actually one of the respondents said: “I am 

not aware of such PPP Project contract in UNRA but if it was to be adopted, it would be a good opportunity 

especially when it comes to accessing land for constructing more roads especially in urban areas. While another 

respondent said: “Well, I have not yet heard about it but if it ever comes up, I don’t think I would support such an 

idea because many people here in Uganda are thieves.” All the above qualitative findings indicate that UNRA is not 

intending to use Leasing PPP Project contract in the roads sector and so the results are not in line with what the 

researcher intended to measure. 

4.2.4 Findings for Adoption of UNRA‟s Intention to Use BOT PPP Project Contract  

On interview with respondents concerning UNRA‟s intention to use Build Operate Transfer PPP Project contract in 

the roads sector, a number of respondents said that currently this PPP Project contract is not operational but it‟s being 

designed for some roads such as Kampala Jinja express highway. One of the responds asked: “So, how did you know 

we already have a plan in place to use such PPP Project contract?” Respondent 2 said: “Of course the plan is 

already there and I don’t think there is anyone who does not support that plan because it is going to enable us work 

with private companies that can provide us with better expertise and more resources that we may not be having at 

hand currently.” Respondent 3 said: “I reserve my comments because a number of other good plans have always 

been in place but they never materialize.” All the above qualitative findings support UNRA‟s intention to use Build 

Operate Transfer (BOT) PPP Project contract in the roads sector and is in line with what the researcher intended to 

measure. The results indicate that UNRA has a plan already in place to use the above PPP Project contract in the 

roads sector in Uganda before the end of 2021. All the above results agree with what the researcher intended to 

measure. 

4.2.5 Findings for Adoption of Management Contract PPP Project Contract  

Interviews with respondents on whether UNRA is currently intending to use management PPP Project contract in the 

roads sector, showed that the majority of the respondents agreed that “UNRA is intending to use management 

contract to construct more roads in Uganda.” One of the respondents said: “It is true UNRA is trying to get a private 

firm to take over management of the Kampala-Entebbe express highway so that it can charge toll fees from the 

motorists.” Another respondent noted: “We are currently intending to use management contract with some private 

partners to provide us certain critical services we need in road construction and maintenance”. While, another 

observed: „’I think it may not be a good idea to have a management contract with some private firms to provide us 

certain critical services we need in road construction and maintenance because some of the private partners may be 

compromised by the wrong characters in UNRA.” All the above support the findings from qualitative data on the 

intention to use, management PPP Project contract by UNRA in the roads sector in Uganda and they agree with what 

the researcher intended to measure. Over all, results show that UNRA is currently intending to use mainly 

management PPP Project contracts in the roads sector in Uganda. 

4.2.6 Findings for Adoption of Design, Build and Finance (DBF) PPP Project Contract 

During interviews with respondents concerning UNRA‟s intention to use Design, Build and Finance (DBF) PPP 

Project contract in the roads sector in Uganda, many of the respondents commented that they “had never heard about 

such PPP Project contract in the circles of UNRA.” Actually one respondent lamented: “I am afraid that is just here 

say. Who told you we have plans to use such PPP Project contract here?” Respondent 2 asked: “Are you sure of 

what you are talking about? Better check your notes properly.” On the other hand, Respondent 3 observed: „I wish 
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we had such a plan in place at present because many international companies like those from china would be willing 

to invest in construction of underground tunnels to modernize our city transport in Kampala as long as UNRA is 

ready to support such firms to do so.” Respondent 4, however, noted that “a lot of dialogue with different 

stakeholders is required before such PPP Project contract can be introduced since it may even call for parliament’s 

approval.” Respondent 5 commented: “Even if we had plans for that PPP Project contract, such plans are not easy 

to implement in the short term due to heavy expenses involved.” While Respondent 6 said: “I am afraid you are in a 

wrong place if you are talking about such a PPP Project contract.” All the above qualitative findings indicate that 

UNRA has not yet and does not have intentions to adopt Design, Build and Finance (DBF) PPP Project contract in 

the roads sector in Uganda and so the results are not in line with what the researcher intended to measure.  

5. Discussion 

5.1 The Relevance of the Principal-Agency Theory to the Adoption of PPP Project Contracts  

Findings from review of literature revealed that as the principal, UNRA selects private parties (agents) that have 

ability to perform their roles and responsibilities well to undertake the tasks that the principal may not be in position 

to do so. This may be especially true when it comes to accessing certain critical information pertaining to contract 

management and as a result, the principal may fail to understand the reasons behind making certain choices, 

decisions and actions by the agents, and whether the right actions are being made on their behalf.  

This finding is line with what scholars such as Jensen & Meckling (1976) who contend that, for effective adoption of 

PPP Project contracts in the roads sector, there is need to understand the nature of the relationship that exists between 

government and private organisations to work together to deliver services. Secondly, this theory agrees with Holland 

(1984) who says that for effective PPP Project contract management, there is need for the principal to work well with 

the agent to execute such PPP contacts. Thirdly, this finding supports the works of scholars such as Barry (2006) 

who opines that the success of such PPP project contracts in the roads sector depends on the nature of the 

relationship between public partners (principal) and private partners (agent). Also this finding is in line with 

McQuaid (2000) who observes that the principal-agency theory tries to describe the relationship between two parties, 

where one is a principal in charge of a certain business and the other is an agent who represents the principal in 

transactions with a third party.  

In addition, this finding agrees with scholars such as Bjurstrom (2020), Panda and Leepsa (2017) who assert that 

agency relationships exist when the principal employs the agent to do some tasks on his behalf. So the theory as 

such, rotates around the various aspects of the agency problems. It cannot be ignored since every organisation has 

suffered from such problem. More to that, this finding supports the work of Rose, (2019) who conjures that the 

review of principal agency theory focuses on different aspects of the principal agent relationship that have been 

hypothesized and verified in different study domains. Last but not least, this finding concurs with researchers such as 

Addisalem, Henna, Ijaz and Sari (2018) who opine that principal agency theory is an analytical lens used for critical 

assessment of the contractual relations between two parties of a principal and an agent. Finally, this finding is in 

agreement with researchers such as Muhanguzi (2019) who believes that usually the principal seeks to optimise 

service delivery, while agents focus on maximising economic benefits that accrue from their relationship with the 

principal. 

5.2 Types of PPP Project Contracts to Be Adopted by UNRA in the Roads Sector  

In terms of types of PPP project contacts to be adopted UNRA in the roads sector in Uganda, the findings revealed 

that a number of respondents interviewed disagreed with the statement that UNRA intends to adopt Public Finance 

Initiative PPP Project contact in the roads sector. Therefore, this finding of the study does not reflect the reviews of 

scholars such as Mehmet & Cuma (2018), Hu & Han (2018) and Kamau (2016) who contend that a Public Finance 

Initiative (PFI) is a type of PPP project contract where the public entity enters into a contractual arrangement with 

the private sector entity so that the private entity is authorized to provide services to the public through designing, 

building, financing and operation of a road facility.  

In addition, it was revealed that majority of respondents interviewed disagreed with the statement that UNRA intends 

to adopt Design Build (DB) PPP project contract in the roads sector. Therefore, this finding of the study does not 

agree with the debates by scholars such as Khadka (2018) and Gwary et. al., (2016) who assert that Design Build is a 

type of PPP project contract, where the private entity designs and builds a facility in line with the needs of the public 

entity for a specific amount of money. It was also discovered that all the respondents interviewed disagreed with the 

statement that UNRA intends to adopt leasing PPP project contract in the roads sector. Therefore, this finding does 

not reflect the reviewed debates by scholars such as Obayelu (2018), Delmon (2010), Farquharson and Yescombe 

https://www.researchgate.net/profile/Brahmadev_Panda
https://www.researchgate.net/profile/Nm_Leepsa2
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(2011) who note that leasing is a longer term type of PPP project contract where a private entity can design, build, 

refurbish, operate and maintain a service delivered directly to consumers.  

Thirdly the findings revealed that majority of the respondents interviewed agreed with the statement that UNRA 

intends to adopt Build Operate-Transfer (BOT) type of PPP project contract in the roads sector in Uganda. This 

finding of the study is in line with scholarly debates by Obayelu (2018) and Vahdatmanesh (2018) who argue that 

BOT is a type of PPP project contract where the private entity has the sole responsibility for financing, designing, 

building and operating infrastructure works according to performance standards set by the public sector based on a 

long period within which the private sector operates the project to pay off costs, make profit and then transfer the 

asset to the public entity after such a period.  

In addition, it was revealed that a number of respondents interviewed agreed with the statement that UNRA intends 

to adopt Management contract type of PPP project contract in the roads sector. This finding reflects the reviewed 

debates by scholars such as Gwary et. al., (2016), Delmon (2011) and Bouman et. al., (2013) who believe that 

management contract or operation and maintenance (O&M) is a PPP project contract arrangement where a private 

entity provides some operation and maintenance services for a fee, usually based on delivering satisfactory services. 

Finally, it was also discovered that many of the respondent interviewed disagreed with the statement that UNRA 

intends to adopt Design Build Finance PPP project contract in the roads sector in Uganda. This finding does not 

agree with the views of development agencies such as United States Department of Transportation (2014) who point 

out that DBF is a type of PPP project contract where the private partner provides the necessary capital investment for 

a new infrastructure facility and is generally repaid by the public sector in a series of instalments funded by taxes, 

fees or tolls, which is not the case with UNRA. 

6. Recommendations 

6.1 The Relevance of the Principal-Agency Theory to the Adoption of PPP Project Contracts  

From the review of literature, it was found that the principal-agency theory is relevant to the adoption of PPP project 

contracts by UNRA. Based on this finding, UNRA as a principal, needs to base its relationship with the private 

partners as agents on the objectives of the principal- agency theory. In this regards, UNRA needs to be very critical 

when selecting a private agency to contract when implementing PPP projects. So UNRA has to do so by strictly 

following the right PPP Project contacting process so as to avoid any possible hidden intentions and actions of the 

agent to be awarded the PPP project contact that may not be easily identified by the principal, and yet, they are very 

crucial in determining how much compensation can be given to the agent. Further to this, UNRA needs to learn to 

work well with private agencies in the execution of PPP Project contacts if it is to realise quantum results as far as 

effective, efficient and economic gains in the roads sector are concerned. Additionally, UNRA needs to always 

conduct a thorough needs assessment and bid evaluation to get the best evaluated contractor and dual diligence 

before awarding a PPP project contact to any private agency. The management of the PPP contract needs to make a 

concerted effort to involve different UNRA stakeholders when adopting PPP project contract, to minimise the 

uncertainties associated with PPP project contract implementation by both the principal and his agent.  

6.2 Types of PPP Project Contracts to Be Adopted by UNRA in the Roads Sector 

Majority of the UNRA stakeholders were of the view that UNRA intends to use management contract PPP project 

contacts. Based on this finding, UNRA should not only adopt the use management PPP project contract but also 

should endeavour to use other PPP project contracts such as Public Finance Initiative, Leasing, Design Build and 

Design Build and Finance. Secondly any type of PPP Project contract to be adopted by UNRA should always present 

enough opportunities for generation of new ideas for better management of contracts when working with its private 

sector partners to implement different PPP projects in the roads sector in Uganda. Thirdly any type of PPP Project 

contract to be adopted by UNRA should be one that leads to substantial reduction in construction time for national 

roads when working with its private sector partners to implement different PPP projects in the roads sector in 

Uganda. 

If implemented well, any type of PPP Project contract to be adopted by UNRA in the roads sector should lead to 

improved efficiency in terms of reducing wastage and using minimum inputs to maximize out puts, in construction 

of national roads. In addition, any type of PPP Project contract to be adopted by UNRA should always lead to 

improvements in the quality of service as well as effectiveness in terms of ensuring that whatever is being done is in 

line with achieving the set PPP project objectives. Finally, any type of PPP Project contract to be adopted by UNRA 

should enable both the public partner and private partners to reduce costs and achieve substantial savings.  
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7. Conclusion 

The principal-agency theory remains relevant to the adoption of PPP project contracts in Uganda. As indicated in the 

study, UNRA as the government organisation is the principal and while the private partners that work with her in the 

use of PPP project contracts to construct and maintain roads in Uganda are agents. In such a scenario, Public sector 

organisations such as UNRA normally identify, evaluate and sign contracts with private contractors as agents as long 

they have the knowledge, skills, experience and resources to do some assignment that the principal cannot do himself 

especially when it comes to accessing certain critical information pertaining to PPP Project contract management. 

Various types of PPP project contracts can be adopted by UNRA in the roads sector. A number of factors come into 

play here. From the review of literature and a number of documents in addition to the interviews conducted with 

different stakeholders of UNRA, the study revealed that although UNRA intends to use some PPP Project contract, 

currently she does not intend to use other PPP project contracts. Secondly UNRA is currently using mainly the PPP 

project contracts of contracting out and management contracts in the roads sector in Uganda. Thirdly there is a very 

low probability that UNRA is planning to use leasing PPP project contract in the roads sector in Uganda. There is as 

well, a very low likelihood that UNRA is planning to use Build, Own (BO) PPP project contract in the roads sector 

in Uganda. In addition, there is a very high chance that UNRA is planning to adopt the Build, Own and Transfer 

(BOT) PPP project contracts in the roads sector in Uganda. Finally, it has also been observed that there is a very 

minimal opportunity that UNRA may be planning to adopt the use of Design Build (DB) PPP project contract in the 

roads sector in Uganda. 
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