
Public 
Infrastructure 

Delivery to Support 
and Stimulate 

Economic Growth 
and Job Creation

Vision for Growth: 
Session on “Creating Capacity for Growth”
Virtual Conference
WCPDF
20 May 2021

Dr. Miriam Altman
Director Altman Advisory
Former Commissioner - National Planning 
Commission
Professor of 4IR Practice, School of Economics, 
University of Johannesburg
www.miriamaltman.com

http://www.miriamaltman.com/


Agenda

• NPC reflection on public 
infrastructure delivery 
performance
• Top priorities and opportunities to 

improve economic performance
• NPC review of infrastructure SOE 

performance and course correction

All NPC reports are available at: 
www.nationalplanningcommission.org.za/publications_reports

http://www.nationalplanningcommission.org.za/publications_reports


Overview & 
Background:

Focus on 
infrastructure as 

a top opportunity 
for advancement

• Infrastructure plays a critical role in any developing country. It 
underpins social and economic development, creates jobs, 
stimulates construction activity and related inputs and services. 

• Typically public sector infrastructure spending will lead this effort

• The NDP aims for 30% investment to GDP ratio, of which 10% 
should be public sector investment, mostly aimed at infrastructure. 
• Note that this is not a 2030 aspiration; it is a target upon 

which the 2030 goals depend and must be achieved early in 
the plan

• Infrastructure is delivered across the three spheres of government 
and through a number of infrastructure SOEs 

• Infrastructure is a critical foundation and stimulus at any time. But 
is even more so now, as opportunities to stimulate the economy 
and jobs have become circumscribed



Infrastructure 
delivery 
performance
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The NPC review is focused on why performance has not been 
as needed to achieve the NDP trajectory

Looking at infra SOE performance and capacity of state to 
deliver on commitments in  built environment

However, there is evidence of:

Underspending 
on budget and on 

plans
Cost over-runs Shortfall in quality

Limited 
development and 

transformation 
impact

There is consensus on importance of infrastructure and 
desire to expand it



Delivery performance:
Performance in respect of 
the NDP Vision 2030

• Infrastructure spending grew avg 
5.9% pa 1998/99 – 2017/18. 
Falling since 2014/15

• Achieving less than 2/3 of NDP 
targeted Investment:GDP

• NDP trajectory requires 
infrastructure investment to grow 
by 28% pa until 2023 to get on 
track 

• Private civil construction 
spending exceeded public sector 
in 2018. 

• Fall in SOE infrastructure 
spending since 2014/15 – as a % 
of total and actual. It is the main 
explanation for falling infra 
spending since then.

• Only 2% of public infrastructure 
is privately funded, showing PPP 
regulatory framework not having 
desired impact
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Delivery performance:
Infrastructure underspending

• Between 2015/16 and 2017/18:
• SOEs and state-owned enterprises and 

public entities spent less than 75% and 
65% of their budgets, respectively. 

• State as a whole spent less than 85% of 
the available budget 

• Metro councils spent between 
55% to 78% of their budget 
(2017/18)
• Municipalities (2017/18): 

• 12% of municipalities spent less than 
40% of their capital budget

• 20% spent between 40% and 60% 
• 37% between 60% and 80%

Infrastructure underspending

2010 /11 2016 /172004/5
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Pattern of 
underspending, with 

exception of World Cup



Delivery performance:
Infrastructure budgets shrinking

Falling infrastructure allocations in response to under-spending and context of fiscal constraint
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Delivery 
performance:

Cost-overruns, late 
delivery, poor value 
for money

• Alongside under-spending in aggregate, there are also too 
many examples of cost over-runs, late delivery, and poor 
value for money.

• Examples include (initial cost/current cost)
• Gauteng Freeway Improvement Project 

(R11.4bn/R17.4bn)
• Gautrain Rapid Rail Link System (R6.8bn/R25.2bn)
• Eskom’s Ingula Pumped Storage Scheme 

(R8.89bn/R25.9bn)
• Transnet’s New Multi-Product Pipeline 

(R12.7bn/R30.4bn)
• Eskom Medupi (R70bn/R208bn) and Kusile (R80bn/R 

239bn)
• As compared to SIPS 14 new universities project (Sol 

Plaatjies & U of Mpumalanga) and the REIPP (6422 MW 
procured from 112 RE IPPs with reduction in cost in 
successive bid rounds leading to R210bn non-govt 
investment

• PRASA spending R80bn over past decade but 50% of 
coaches are in operation and significant fall in customer 
base
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Delivery performance:
Pipeline of projects from 
concept to awarding

• Poor performance in flow through 
pipeline from concept, through 
procedures, tendering and awarding

• 2018 (first ¾) example: 
• 17 599 tenders published
• 5255 awarded
• 1326 cancelled
• 10 132 not awarded

• 2020 performance has not improved



Delivery Performance:
Quality of spending not having 
required impact on condition of 
infrastructure  
• B (fit for the future): Gautrain, national roads, 

commercial ports, ACSA airports, Eskom’s 
distribution lines and heavy haul freight railway 
lines 

• D (unfit for purpose): sanitation in all areas outside 
of major urban areas; provincial, metropolitan and 
municipal gravel roads 

• E (at risk of failure): bulk water services, water 
supply other than major urban areas, solid waste 
collection and disposal other than major urban 
areas, paved provincial and municipal roads outside 
of metropolitan areas, branch railway lines, PRASA 
passenger railway lines, local electricity distribution, 
health care facilities (hospitals and clinics), TVET 
colleges 
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SAICE Infrastructure Report Card, 2006, 2011 and 2017

Infrastructure 
score card

Overall
score

2006 D+
2011 C-
2017 D+



Top explanations that hinder 
progress

Capacity in the state to develop and 
deliver in built environment

SOE performance = top explanation for 
falling infra investment

NPC reviews:
* State capacity to procure and oversee 
infrastructure projects 
* Case studies on Eskom, Transnet, 
PRASA
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State capacity 
to procure 
and oversee 
built 
environment 

Capacity in procurement

Capacity in oversight of complex 
infrastructure projects

Procurement rules and 
procedures 



Top recommendations

Private sector confidence in 
public sector procurement (and 
therefore infrastructure 
delivery and pipeline) can be 
restored if the public sector can 
perform its client functions 
more effectively

• Establish and publish a pipeline of projects. 

• Focus on value for money in an accountable 
manner, that is, the optimal use of resources 
or the effective, efficient, and economic use of 
resources to achieve intended project 
outcomes

• Infrastructure is planned and procured using 
the advice of seasoned and credible built 
environment professionals in the decision-
making processes

• Delivery management is led by an 
appropriately qualified and experienced built 
environment practitioner who is able to lead 
infrastructure projects and programmes

• Organs of state that are not capable of 
spending the bulk of their budgets, should be 
compelled to appoint another organ of state 
to perform the necessary client functions on 
their behalf on an agency basis. 

• Performing implementing agents should put in 
place regional contracts which 
underperforming organs of state may access



NPC insights on performance of 
infrastructure SOEs



Findings on 
SOEs

Specifics are 
below

• The overall findings in respect of performance and causes for it 
will not surprise.

• The studies refer to uncertain policy expectations, precarious 
funding strategies, poor institutional accountability and poor 
governance

• The value add is: 
• the provision of a framework on performance and 

governance that enables alignment to NDP aspirations
• Support to prioritization of performance goals for these 

major infra entities
• Application of this framework to the systematic evaluation 

of Eskom, Transnet and PRASA

• It also offers a framework for assessing the position of the SOE 
in respect of the market, and consideration to the range of 
possible ways that public and private cooperation can happen



Focusing on 
immediate 
performance 
improvements in 
top infrastructure 
SOEs is urgent and 
precedes ‘market 
reform’

• Poor performance in top infrastructure SOEs that are monopolies 
are now contributing to economic decline:
• Creating significant financial risks in an already deteriorating 

fiscal situation
• Economic growth and development depends on them 

delivering efficiently. As monopolies they act as brake. This 
constrains the economic rebound and thereafter.

• It is imperative that top infra SOEs receive significant immediate 
attention to stabilize and improve performance. 
• The first step is to commit to existing rules and frameworks 

(that are unfortunately not “norms”) as proposed in the 
NPC report, with a focus on a small number of SOEs that are 
currently creating significant threat.  
• At the most basic level this refers to strength of board and 

executive leadership, commitment to governance and 
accountabilities. 

• Market “reforms” require significant state capacity…..
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Corporate performance and market 
reform: the Telkom experience….

• All fixed line incumbents started as monopoly utilities in 
context of simple technology involving post and 
telephony
• Emerging environment is multi-technology and 

competitive through value chain
• Telkom’s effort to protect its rents was cause of its own 

failure
• Telkom was pushed to separate its retail and wholesale 

operations
• 2008 court judgement allowing competition in fibre

roll out, put pressure on Telkom wholesale business
• Competition commission case concluded in 2013 

requiring accounting separation between wholesale 
and retail

• Two conditions raised chances of success:
• Market reform creating pressure and forcing change
• Strong independent board and new exec 

management. Government lost its ‘golden share’
• New leadership saw potential benefit in taking this 

separation further. Unlikely it would have happened 
without significant legal push initially. Now is self 
driven. 

• Management objectives shift to optimizing of each 
business rather than protecting group interests
• Fuller legal separation of retail and wholesale needed 

to drive that optimisation



NPC insights into 
Eskom, Transnet, 
PRASA



NDP Goals
• Energy sector drives national economic growth, social equity and 

environmental sustainability:
• investment in energy infrastructure and provision of reliable and efficient 

energy service at competitive rates. 

• Social equity achieved through expanded access to energy at affordable 
tariffs.  

• Environmental sustainability promoted through efforts to reduce 
pollution, mitigate climate change and to significantly expand the 
proportion of renewable energy in the overall mix.

• As Eskom accounts for more than 90% of SA electricity supply, it has a 
mandate to deliver on above. It is meant to lower the cost of doing 
business & enable economic growth. 

• To do so, it must be well-governed and financially viable, while 
meeting a developmental mandate and transitioning to a low-carbon 
economy

• Examples of specific priority targets set for Eskom by the NDP 
included:

• to increase access to electricity to 90% by 2030 with off-grid options 
available to the outstanding 10% of the population. 

• Procuring at least 20 000MW of renewable electricity by 2030, importing 
electricity from the region, decommissioning 11 000MW of ageing coal-
fired power stations and stepping up investments in energy-efficiency. 

Outcomes
• Policy environment: 

• uncertainty in relation to energy mix, commitments to 
private participation and to emission reductions. 

• Long-standing uncertainty wrt Eskom’s role which played 
into insufficient retained earnings to cover new investment, 
and inefficient pathway to building/procuring new capacity

• Significant governance and organizational culture concerns, 
resulting in state capture, financial mismanagement and 
instability in board and executive management

• Delivered on development agenda: access to 
electricity rose from 76.7% in 2002 to 84.7% in 2018.

• Struggling to fulfil core economic mandate
• Energy availability, reliability

• Delays and cost over-runs in building and/or procuring

• Financial instability, now creating risk for national 
finances and administered prices

• Weak progress in improving efficiency, reducing costs, 
closing old power plants, maintenance backlog

• Weak progress to a low-emissions future 19

Findings
Eskom
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Eskom (examples)
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Eskom
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Eskom



Findings
TransnetNDP Goals

• Commercial transport plays a critical role in supporting 
industrialisation, diversification, trade and development. 

• Transport system should be “reliable, economical, with smooth 
flowing corridors linking its various modes of transport (road, rail, 
air, sea ports and pipelines)”(NDP, 2012 p 183).

• This was meant to address “corridors dominated by outdated, 
malfunction prone railway technology and poor intermodal 
linkages…. (and) Ports (that) are characterised by high costs and 
substandard productivity relative to global benchmarks”. 

• Shifting to rail was meant to lift pressure off the road network and 
reduce carbon emissions. A reformed transport system was meant 
to support a re-orientation of production away from an apartheid 
space economy and enable the industries of the future. 

• If Transnet is meant to lower the cost of doing business by providing 
appropriate port, rail and pipeline infrastructure in a cost-effective 
and efficient manner. 

• The NDP had also indicated special priority projects. Examples 
include: coal transport corridors for Eskom and for export, the 
upgrade of the Gauteng-Durban corridor, the North-South Corridor 
linking Durban and Dar es Salaam, and the completion of the new 
multi-product pipeline.

Outcomes
• Commercial transport policy – not enabling

• Significant gaps in leadership, governance, accountability

• Demonstrated commitment to internal racial transformation

• On core mandate, meeting expectations on:
• Efficient and reliable pipelines
• Heavy commodity export lines

• On core mandate, not meeting expectations on:
• General freight
• Intermodal linkages to support integrated logistics network
• Rural economies and agricultural sector

• Financially sustainable, but concerns on the horizon

• Weak progress on PPPs

• Uneven progress in NDP priority projects: 
• Shortfalls on Durban-Gauteng corridor, Durban port capacity, the 

heavy-haul coal corridor from Waterberg to Richards Bay, 
infrastructure for transport of liquified gas. 

• Good progress has been made in relation to procurement of 
locomotives and mineral export line expansions, the Multi-Product 
Pipeline is close to completion. 

• There has been delivery related to iron ore exports and transport 
of manganese domestically.
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Transnet (examples)
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Transnet
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Transnet



NDP Goals
• Public transport system should “bridge 

geographic distances affordably, foster reliably 
and safely so that all South Africans can access 
previously inaccessible economic opportunities, 
social spaces and services” 

• “A PRASA that contributes to the goals of the NDP 
will position rail as the backbone of public 
transport within an integrated transport network, 
by providing quality and affordable rail transport 
services that satisfy the commuter, intercity and 
international travel needs of households, and 
especially lower-income households” 

• Special priority projects examples:
• renewal of the commuter train fleet, station 

upgrades and improved facilities to enhance links 
to road-based services.  

• This would require technological modernisation. 

• It was anticipated that complete fleet renewal 
could take up to 15 years.

Outcomes
• Public transport policy, esp in rail

• Governance challenges and now in Administration
• 4 turnaround efforts in past decade failed
• Weak private sector partnerships
• Instability in board and executive leadership

• Dramatically underperforms in core economic 
mandate:
• Very low scores on reliability and on safety & security
• Has lost large portion of customer base to competitors 

that are 80% more expensive
• Commuter transport continues to account for large % 

of household spending
• 2/3 public spending on urban transport goes to PRASA, 

but accounts for only 17% of trips
• R80bn capital subsidies + annual R10bn operating 

subsidy over past decade. Lost 60% metrorail
customers & 90% of long-distance rail customers. Half 
of PRASA coaches in operation

• Financial instability

27

Findings
PRASA
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PRASA (examples)



Recommendations

• Government oversight of built environment
• SOEs 

• Performance Management
• Financial reforms
• Governance & Oversight
• Structural reforms
• Policy & Process
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Recommendations:

High level 
recommendations on 
infrastructure delivery 

across government

Quality of procurement 
and client delivery 

management is critical 
factor in ensuring 

quality, cost and timeous 
delivery
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CLIENT DELIVERY MANAGEMENT 
CAPACITY WITH DECISION 

MAKING AUTHORITY

CLIENT GOVERNANCE AND 
ORGANIZATIONAL OWNERSHIP

CEO-LEVEL CLIENT LEADERSHIP STRATEGIC AND TACTICAL 
APPROACH TO PROCUREMENT



Recommendations:

Specific 
recommendations on 
infrastructure across 

government

Infrastructure 
procurement and 

oversight capability

31

Differentiate infrastructure procurement from procurement of 
goods and services

Professionalise infrastructure procurement and enable 
professional input into procurement processes

Build public sector planning, client delivery management and 
infrastructure  management capacity (skills and institutional 
capacity such as appropriate delegations of authority)

Review the PPP regulatory framework

• Identify public infrastructure sectors suitable for private sector investment,  put 
in place national programmes for private sector involvement in these sectors, 
drawing on experience of REIPP



Recommendations 
on SOEs

Infrastructure SOE 
Performance 
Management

• Shareholder compacts should be aligned to the NDP using the method developed 
herein
• The core economic mandate should account for 70% to 80% of the 

weighting in the shareholder compact. 
• Specifically: 

1. Performance should be judged against the outcomes sought by the NDP
2. The shareholder compact should be a binding contractual agreement
3. The framework should measure outcomes, rather than inputs, activities 

or outputs
4. Institutional governance must be strengthened through 

i. accountability for performance 
ii. checks and balances and oversight mechanisms to ensure 

capture of the SOEs cannot occur 
iii. intro of shareholders who have a shared interest in the 

performance and sustainability of SOEs
• Appointment of management and boards to be done within 

acceptable corporate governance norms
• Corporate governance strengthened (eg public disclosure of 

corporate governance policies, board charter and similar. 
Training for all boards and executives on their core mandate, 
responsibilities and on ethics)

• Improve internal accountability
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Recommendation 
on SOEs

Financial reforms
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Provide the SOEs with clear instruction on the balance between commercial 
and developmental objectives and clarify the process on the costing and 
funding each. SOEs typically face multiple objectives with unfunded 
mandates being a common cause of under-performance. Government should 
consider reviewing the overall mandate in conjunction with the line 
department, shareholder department, SOE and National Treasury agreeing on 
the costing and allocation of the funding model. 

Separate the accounts and reporting of commercial and sub-commercial 
activities to improve transparency of cost allocation. About 60% of surveyed 
countries in an OECD study require SOEs to separate the accounts of 
commercial and sub-commercial activities to ensure transparent cost 
allocation. In most OECD countries, direct state support for SOEs is provided 
for sub-commercial public mandates. Removal of cross-subsidisation allows 
for direct state support on a transparent basis. 

Approving additional budget support with conditionality. This has also been 
widely adopted to date but with limited success. The funding is often needed 
at a crisis point when National Treasury is faced with financial crisis of an SOE 
that is “too big to fail”; and conditionality appears rarely applied or adhered 
to.
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Recommendation on SOEs 
Infrastructure SOE Governance and Oversight

Consider reforms in the 
approach to state ownership  
and oversight

1. a comprehensive SOE holding 
company with a commercial 
company structure that may 
protect entities from political 
interference  

2. a pilot holding company with 
DPE playing a leading role and 

3. DPE retains ownership oversight 
under coordination of the 
Presidential SOE Council. 

The background report puts 
forward Option1 as a preferred 
recommendation. Yet the NPC 
has some concerns related to 
the poor track record in 
oversight of entities which could 
extend to the setting up of a 
new holding company and that 
isolating SOEs into a commercial 
holding company could reduce 
accountability of what are 
currently monopolies. 

The NPC also proposes that most 
of the effort should be focused 
on improvements in 
accountability, governance, 
financial and operational 
performance, and an emphasis 
on whether there should be a 
holding company could distract 
from more essential immediate 
interventions. 



Recommendation on SOEs: 
Structural reforms

• Where there are repeated failures in operational performance, or where fiscal and credit risk starts to outweigh benefits, government 
has a duty to implement organisational reforms. These include corporate governance, funding, and policy and process reforms.

• Where chronic operational, governance and financial underperformance continues, and organisational reforms are inadequate, 
structural reforms should be introduced. This means opening the provision of the service or infrastructure to other economic actors 
besides the state and/or changing the structure of state ownership. 

• The debate about structural reforms must move away from the unhelpful binary privatise/nationalise discourse. There are a range of 
partnership options between the SOE, the government and the private sector. The design of these partnerships would be an opportunity 
around which to design a social compact between government, big business, labour and civil society interests. There are a range of 
structural reforms that can be considered including: allowing private entry into value chain; outsourcing service contracts; short-term 
management, franchising and leasing contracts; selling parts of an SOE to an equity partner; concessions over parts of SOE infrastructure; 
closing parts of an SOE; enabling direct competition; public-private  partnerships; wholesale privatisation; or SOE liquidation.

• The underlying nature of the market conditions must guide the decision to create or retain an SOE. Technology will constantly change 
market conditions and therefore periodic reassessment of the need for an SOE should be undertaken. As a general principle established in 
economic theory and in the NDP itself, SOEs should not be used as a substitute to provide government services; nor should SOEs be used 
in markets where private enterprise can create competitive outcomes. It is hard to see on either constitutional or efficiency grounds why 
the state should use public resources to intervene with an SOE in private commercial activities where the market is competitive and 
produces outcomes that both sellers and buyers are happy with, or where light failings can be regulated. Scarce resources would be better 
directed to where markets do not operate efficiently.
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Recommendation on SOEs:
Policy and process reforms
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Introduce single state 
ownership policy

1
Introduce mechanisms 
of compulsory 
consultation on mega-
transactions

2
Improve transparency 
and provide greater 
powers of oversight to 
stakeholder forums

3
Strengthen or 
introduce new 
sectoral regulation or 
improve regulatory 
capacity
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