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NDP Vision 2030

 Eradicate absolute poverty – from 39% of people living below the 
poverty line of R419 (2009 prices) to zero
 Income poverty levels dropped in South Africa between 2006 and 2011, 

reaching a low of 20.2% for extreme poverty and of 45.5% for moderate 
poverty, according to the Poverty Trends in South Africa (StatsSA, 2014)

 Reduce unemployment rate to 6% – by creating 11 million more jobs 
by 2030.
 Slow economic growth

 High unemployment rate

 High unemployment amongst the youth

 Significantly reduce inequality from 0.69 to 0.60 gini coefficient 
through a range of policy interventions
 Levels of inequality in South Africa remain high (gini coefficient of 0.67 even 

with the social wage)
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Growth and Employment
 Significant slowdown in 

GDP and employment 
growth since 2011/2

 Three roots:

 Abrupt end of the 
commodity boom that in 
2011 saw highest metals 
prices in 30 years

 Increased investor 
uncertainty due policy 
contestation and threats 
to established 
businesses' licence to 
operate

 Failure to ensure both 
high-quality policies and 
programmes and 
consistent 
implementation, 
especially where policies 
require systemic change
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Investment

 Sharp fall in 
investor 
confidence, 
reflected in the 
10% fall in private 
investment in the 
year to the third 
quarter of 2017

 2nd largest decline 
since 1994 – only 
surpassed in 2009

 Total investment 
now under 20% of 
GDP, down from 
23,5% in 2008

 Require investment 
at 20% to 25% of 
the GDP to sustain 
growth

Change in investment, by type of investor
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NDP and MTSF: Infrastructure
 While South Africa has a relatively good core national network of economic 

infrastructure, the challenge is to maintain and expand it to address the demands of a 
growing economy. 
 The economy has already been constrained by inadequate investment and ineffective operation and 

maintenance of existing infrastructure.

 With limited finances, private funding will need to be sourced for some of these investments, and 
policy planning and decision-making will require trade-offs between competing national goals. 

 Government needs to shape its institutional, policy and regulatory environment in order to enable 
investment, realise the desired efficiencies, improve infrastructure delivery, and contribute to 
economic growth and employment creation. 

 The NDP 2030 vision is for investment in a strong network of economic infrastructure 
designed to support the country’s medium- and long-term economic and social 
objectives. 
 Economic infrastructure is a precondition for providing basic services such as electricity, water, 

sanitation, telecommunications and public transport, and it needs to be robust and extensive enough 
to meet industrial, commercial and household needs.

 Urgent need to invest in rail, water and energy infrastructure to enable growth and investment, 
alongside regulatory reforms that provide policy certainty

 The Presidential Infrastructure Coordinating Commission will continue to ensure that 
infrastructure is adequately planned and coordinated and to monitor the 
implementation of the 18 Strategic Integrated Projects in the National Infrastructure 
Plan. 
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Infrastructure Act
Objects of the Act;
 the identification and implementation of strategic integrated 

projects which are of significant economic or social 
importance to the Republic or a region in the Republic or 
which facilitate regional economic integration on the African 
continent, thereby giving effect to the national infrastructure 
plan;

 the alignment and dedication of capabilities and resources for 
the effective implementation and operation of strategic 
integrated projects across the state in order to ensure 
coherence and the expeditious completion of infrastructure 
build and maintenance programmes;

 the appointment of relevant Ministers to chair strategic 
integrated projects;

 the establishment, appointment and functioning of steering 
committees to provide technical support and oversight for 
strategic integrated projects;
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Infrastructure Act … (2)

 processes and periods of time applicable to the 
implementation of strategic integrated projects;

 a statutory instrument by which any approval, authorisation, 
licence, permission or exemption required in terms of other 
legislation can be facilitated and expedited;

 a statutory instrument by which obstacles to the expeditious 
implementation of the national infrastructure plan can be 
unblocked; and

 generally, practices and procedures which seek to ensure that 
infrastructure development is not undertaken merely in a 
transactional manner, but in a manner which seeks to advance 
national development goals, including local industrialisation, 
skills development, job creation, youth employment, small 
business and cooperatives development, broad-based 
economic empowerment and regional economic integration
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Infrastructure Act… (3)

 In addition the Act allows government to establish 
the following criteria in the implementation of a 
strategic integrated project, relating to:
 skills development;
 green economy;
 employment creation;
 youth employment;
 rural development;
 Broad-Based Black Economic Empowerment, in particular 

in relation to
 women and persons with disabilities

 local industrialisation
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Why are balancing these imperatives so 

important

 Low investment is 
the core 
mechanism behind 
a weak economy 
over time 

 Slow growth in a 
highly unequal 
society risks a 
vicious cycle

 End up with 
political instability 
– already visible at 
metro level

Social 
conflict, 

crime and 
policy 

contestation

Slow growth
Weak and 

inconsistent 
governance

Investor 
uncertainty



Root Causes
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Investor Confidence
• Policy uncertainty 
• Low private sector confidence 
• Poor governance of key institutions 

to drive growth, e.g. SOC’s 
• Lack of partnership and unified 

vision with private sector

Economy
• Low growth trap
• Economic structure not sufficiently 

diversified
• Low investment, growth, employment 

in productive sector 
• Insufficient structural changes to the 

economy in a post  mining boom 
• Constrained fiscal space 

Inequality
• Continued high levels of inequality 

across income and asset ownership
• Low levels of employment, self 

employment and  SMME
• Insufficient transformation

Micro conditions
• Anti-competitive behavior 
• High barriers to entry for small and 

medium firms
• Low access to value chains and 

export market
• Insufficient skills



Striking a balance

 Better if we agree 
and know the 
outcome 

 Investment 
especially for 
industrial deepening

 Job creation

 More equitable 
ownership and 
control

 How do we manage 
trade-off’s in meeting 
key objectives?

 How ensure 
consistency across 
departments? 

 Institutional basis of incoherence:

 Equality by race/gender or class?
 Black investors

 Black industrialists

 Collective, public, worker ownership

 SMEs

 Key departments have mandates entirely outside of 
economy (e.g. infrastructure, education, home 
affairs)

 Inconsistency in measuring costs/benefits
 Whose costs and benefits should count?

 Ideological positions on benefits of free markets and 
big business

 Inconsistent procedures for assessment

 Lack of evaluation capacity aggravated by 
occasional resistance to listening to Capital



Case Study: State Owned Corporation
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The historic challenge
 From 1994, fundamental shift in mandates

 Owned by democratic state so have to serve 
majority – and make it clear to constituents

 Key changes in mandate: 

 Services, procurement and employment for all 
citizens, not just a small share –(but direct 
services to poor houses a small share of function 
for all save Prasa)

 Shift from support for mining value chain to 
promoting diversified and inclusive 
industrialisation, including through local 
procurement and supplier development

 Generally brought greater demands but 
resources mostly not growing as fast, 
especially after 2012

 Core challenge has been 
to find a viable business 
model – that is:

 Financially sustainable 
and stable

 User fees that

 Do not impose an 
excessive burden on 
producers

 Protect the poor

 Outputs that are 
developmental enough 
to justify state ownership 
and, where relevant, 
subsidies



Policy framework for SOCs

The SOCs were constrained to promote local 
procurement more than national and provincial 
departments. 

 The dti designations cover major products for their 
investment programmes

 DPE set performance indicators for local procurement by 
Eskom and Transnet – through the Competitive Supplier 
Development Programme (CSDP)

That said, the local procurement commitments were 
implemented through contracted companies, and it 
proved difficult to ensure consistent verification



SOCs

 Government as shareholder 
strengthened its emphasis 
on local procurement as 
SOC investment increased 
rapidly from 2002

 The process initiated local 
production of some 
transport equipment and 
capital goods. 

 The SOC share in national 
fixed assets, for the 
economy as a whole, rose 
from 14% in 2003 to 19% in 
2016.

 Linked to commodity boom, 
which boosted both 
demand and funding

a. export-
weighted index 
of prices for iron 
ore, platinum, 
coal and gold



SOC by size

 Eskom, Transnet and Sanral 
are by far the largest SOCs 
but Prasa and SAA also 
spend heavily on 
equipment. 

 Focus here on Eskom, 
Transnet and Prasa, which 
have the greatest efforts on 
local procurement -
programmes shaped by the 
CSDP from 2010

a. Deflated 
with CPI



CSDP

 DPE initiated CSDP in 2010 - included 
amongst others local content incentives

 When SOCs that fall under DPE contract with 
major suppliers – mostly OEMs and 
contractors, they include requirements 
around local content as well as 
 procurement from local and empowered 

suppliers, 

 skills development, 

 technology transfers

 rural development.

 From 2012, the DPE included performance 
indicators for the CSDP in its shareholder 
compacts with the SOCs that it oversees 
(Eskom, Transnet, Denel, SA Express and 
Safcol). 

 SOCs that do not fall under the DPE initiated 
their own programmes - notably Prasa for 
rolling stock. 

 Priorities are not just 
local content

 For instance, Eskom’s 
2011 CSDP framework 
would typically give 

 25% of points to local 
procurement, 

 25% for skills, 

 50% for BBBEE



Designations

 From 2012 the dti’s 
designations 
included capital 
goods that were 
important for the 
SOCs. 

 They included 

 structural steel 
inputs, especially for 
electricity 
transmission, 

 rolling stock for the 
railways, 

 transformers and 

 rail signalling 
equipment. 

Product Threshold

Conveyance Pipes 80% - 100%

Solar PV 15% to 90%, depending on 

component

Transformers and Shunt Reactors 10% to 90%, depending on type

Structural steel products for electricity 

transmission and distribution

100%

Specified structural steel, fasteners, wire 

and piping products

100%

Electrical and telecom cables 90%

Railway wagons 80%

Valves products and actuators 70%

Solar Water Heater Components 70%

Prepaid Electricity Meters 70%

Post Paid Electricity Meters 70%

Rail Signalling 65%

Working Vessels/Boats (All types) 60%

Electric locomotives 60%

Two Way Radio Terminals and 

Associated Equipment

60%

Diesel locomotives 55%

SMART Meters 50%



Advantages and challenges

 Advantages:

 SOCs have greater 
capacity for supplier 
development because 
of long-standing ties 
with local and foreign 
equipment producers

 Eskom, Transnet, Prasa 
and Denel are 
dominant in their 
industries, giving them 
leverage with suppliers

 The SOCs’ rapidly 
growing capital 
programmes provide a 
basis for industrial 
deepening.

 Challenges:

 SOCs procure largely through OEMS and 
contractors, so the CSDP relied on providing 
points for local content and suppliers in broader 
contracts. That in itself makes oversight and 
impact assessment more difficult. 

 SOC programmes and reporting have tended to 
focus on the share of expenditure going to local 
suppliers, rather than outputs and outcomes; 
Gibela project is an exception

 SOCs' major projects undertaken by the SOCs are 
highly complex, and adding local content 
requirements adds to complexity 

 Changing regulatory framework (PFMA, CSDP, 
BBBEE) – SOCs have had to manage nuances in 
priorities and trade offs while maintaining 
efficiency in very large-scale investment projects. 



Sustainability

 To be sustainable, local 
procurement of capital 
goods needs to ensure 
economies of scale over the 
long run

 Slower economic growth 
has led to some scaling back 
of SOC investment, notably 
at Transnet but also 
potentially at Eskom and 
the associated renewables 
producers. 

 Long-term survival often depends on 
finding export markets when SOC 
contracts fulfilled. 

 Challenges are:

 Shortfalls in export finance from the 
South African government 

 Limited coordination between the 
major SOCs, notably Prasa and 
Transnet



Audit and information issues

 Definitions of local content, and 
reporting against them, are 
complex and appear to differ 
between SOCs. 

 Overall, they focus on 
expenditure rather than 
outcomes and outputs. 

 In this context, auditors virtually 
invariably say cannot assess 
performance against indicators 
for local procurement. 

 SABS is supporting Prasa in 
validating local procurement, but 
it is not clear how the other SOC 
manage the verification process.  

 No central public repository of information 
on SOCs’ local procurement, with limited 
information in annual reports and 
Parliamentary submissions. 

 Figures somewhat unreliable because

 CSDP works through contracts with 
suppliers, rather than direct procurement;

 Annual Reports combine reporting on local 
content with BBBEE procurement 
reporting, with many imports excluded 
altogether from “measured procurement”; 
and

 Auditors consistently say that they cannot 
verify local procurement claims made in 
Annual Reports. 



Gibela

 Majority: Alstom 
Southern Africa (61%) 

 BEE partners New Africa 
Rail (NAR) and 
Ubumbano Rail (9% and 
30% respectively) 

 11year R51 Billion 
contract for 600 trains = 
3 600 cars that have to 
be manufactured

 Also secured 20yr 
R10bn maintenance 
contract

 Gibela initiated local production from 
mid-2017 at an Ekurhuleni plant on a 
78 hectare property, which has 400 
employees. Over 1000 employees 
expected at peak production;

 Facility includes training academy that 
will train 18 000 artisans

 The facility also includes a 200,000m2 
(26 hectares) Supplier Park facility 
being built at R1,3bn for component 
producers. 

 Estimated 100 component suppliers 
identified; Supplier base to expand 
based on “double sourcing strategy”



Gibela: Local content

 A dti designation from 
2016/17 set a local content 
threshold for rail wagons of 
80%. 

 Prasa agreed that the first 
20 trains from Gibela would 
have only 21% local content.

 Nine had been accepted by 
February 2017. 18 now in 
service.

 1st full “South African” train 
expected end 2018

 By 2019, however, the figure 
was expected to reach 74%. 

 Local components consist largely of 
structural inputs and furnishings, plus 
batteries. 

 There is no local content in 
gearboxes, power wheel sets and a 
few other major components, and 
some other inputs are below 65% 
local input. 

 SABS will audit Gibela for BBBEE and 
local content. 



Gibela: Emerging Issues 

Sustainability of business post-contract period

Governance issues at client i.e. PRASA

Governance at firm (new CEO and Chair at 
GIBELA)

Examining success of supplier development 
model

Need to verify local content



SOC: Initial policy and regulatory issues 

 Lack of easily accessible, transparent and comprehensive information 
about procurement in general and local content in particular, in large 
part because government agencies are not required to track local 
content and because of the closed nature of most procurement 
procedures;

 Budget information is wholly inadequate
 Strengthen designations to ensure better compliance and alignment 

with standards
 Difficulty of managing trade offs around local procurement, especially 

where departments are not compensated for any possible increase in 
price and for the transaction costs associated with restructuring their 
procurement systems and identifying and supporting local suppliers; 
and

 The need for a more consistent and affordable system to verify and 
audit local content. 

26



Thank You
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