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The Business Trust Support Programme for Accelerated 

Infrastructure Development (SPAID)  

SPAID is a partnership between the Business Trust and the 

Presidency of the South African Government. SPAID works to 

combine the resources of business and government to accelerate the achievement of the 

Governmentôs infrastructure development targets. 

SPAIDôs objectives are that: 

 Private Sector support accelerates public sector delivery by mobilising:  
-  private sector initiative;  
-  private sector systems and delivery approaches; and  
-  focused strategic support.  

 Dialogue and understanding between senior public and private sector stakeholders in the 
infrastructure sector improves.  

 

Please visit the website for more information: www.spaid.co.za. 

 

The Presidency 

 

Strategic objectives defined by South Africaôs Presidency include: 

 Co-ordination, monitoring and communication of government 
policies and programmes; 

 fostering nation building; 

 enhancing an integrated approach to governance for accelerated 
service delivery and supporting and consolidating initiatives for building a 

better Africa and a better world; 

 bringing government closer to the people; and 

 facilitating a Developmental State through accelerating economic growth, interventions in the 
second economy, elimination of poverty and fostering nation building. 

Initiatives being undertaken by AsgiSA fall into six broad categories; a massive investment in 

infrastructure, targeting economic sectors with good growth potential, developing the skills of South 

Africans and harnessing the skills already there, building up small businesses to bridge the gap 

between the formal and informal economies, beefing up public administration and creating a 

macroeconomic environment more conducive to economic growth. 

 

For more information on The Presidency and AsgiSA, go to: www.thepresidency.gov.za 

 

The Business Trust 

 

The Business Trust combines the resources of business and 

government in areas of common interest to accelerate the 

achievement of national objectives. It focuses on creating jobs, building 

capacity and combating poverty. 

 

The partnerships of the Business Trust are structured through: 

 The corporate partners who fund the Business Trust. Over 140 of South Africaôs leading 
companies have committed over R1billion to the Business Trust since 1999. 

 The board of the organization, made up of cabinet ministers and the heads of the major 
corporations who support the Business Trust. 

 Sector specific partnership committees made up of business and government leaders, who 
oversee project implementation. 

 A series of implementing partnerships with the agencies that implement Business Trust 
programmes. 

 

Please visit the website for more information www.btrust.org.za.  

http://www.spaid.co.za/
http://www.thepresidency.gov.za/
http://www.btrust.org.za/
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Executive Summary 
 

Infrastructure has traditionally referred to the physical assets - such as roads, utilities, water and 

sewage systems - needed by industrial economies.  However, in the post-industrial ñinformation ageò, 

definitions have been broadened to include communications networks such as the internet, and 

distinctions have been drawn between economic infrastructure (the physical assets that provide 

services used in production and final consumption), social infrastructure (assets that support a healthy 

workforce with adequate skills) and institutional infrastructure (such as the legal system, culture and 

capital markets).  Whatever the definition that is adopted, it is fair to say that the quantity and quality of 

a countryôs infrastructure has a direct impact on its economyôs ability to operate and to expand over 

time.  

In recent years the South African public sectorôs infrastructure spending programme has formed the 

centrepiece of government plans to support and facilitate economic growth and development, and to 

thereby help to achieve the targets set in the Accelerated Shared Growth Initiative for South Africa 

(ASGISA). In addition to contributing directly to economic growth, the public sector infrastructure 

programme is also supposed to support other ASGISA objectives by contributing to job creation, 

reducing poverty and assisting in developing competitive local industry. 

The sheer scale of this public infrastructure development programme, together with the fact that rolling 

annual budgets have continually been supplemented and adjusted, and that so many different parties 

are actually involved in the delivery of the associated projects, has meant that it has been difficult to 

track the spending.  In recognition of this, the Support Programme for Accelerated Infrastructure 

Development (SPAID) commissioned this study.  

The demand for infrastructure is derived from the demand for the output of the industries that the 

infrastructure serves.  This implies that as the GDP of an economy increases, so too does its need for 

infrastructure.  However, the characteristic ñlumpinessò of infrastructure assets, and the fact that the 

pace of technological change is accelerating, means that the ratio of output change to infrastructure 

change is not constant.  While infrastructure can theoretically be supplied publicly or privately, its 

inherent characteristics mean that spending on it is usually accompanied by significant regulation ï 

which impacts directly on aspects such as ownership structure, financing, pricing and demand growth, 

and thereby on the supply decisions of the market. Investment decisions are made more complex by 

considerations around the quality of the infrastructure supplied, as well as the timing and quantity. 

 

Trends in public sector fixed capital formation and fixed capital stock 

An economyôs real fixed capital stock represents the replacement value of all previous gross fixed 

capital formation spending, less the value of all fixed capital consumed.  It is also the quantity and 

quality of the fixed capital stock (and the infrastructure portion of it) that determines the maximum 

potential output of the economy ï given the quantity and quality of other available factor inputs. In 

analysing trends in infrastructure spending it is important to distinguish between the stock of 

infrastructure (represented by the fixed capital stock), the flow of new additions to the capital stock 
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(represented by certain types of gross fixed capital formation), and the consumption of the existing 

stock of infrastructure.   

The levels of real public sector gross fixed capital formation in South Africa ï which is assumed to 

represent the flow of new additions to public infrastructure - increased relatively rapidly between 1963 

and 1976. This was followed by a sharp dip and short-lived recovery between 1976 and 1980, and then 

an extended ï and quite dramatic ï fall for the following seven years.  A nascent recovery - driven by 

increased spending on non-residential buildings and construction works between 1987 and 1989 - 

could not be sustained, and the levels of spending then slid further till 1994.  By this stage real public 

sector capital formation was at the same levels as seen in 1965.  In the democratic era, real public 

sector fixed capital formation spending gained momentum in the years following the 1994 elections until 

the brakes were firmly applied in response to fall-out from the 1998 Asian Crisis.  Spending then 

declined in real terms till 2001, but in the years since then there has been almost exponential growth in 

public sector fixed capital formation ï driven by dramatically higher construction works activity, and 

increases in investment in most other asset types. 

South Africa experienced a progressive and accelerating increase in the public sectorôs real fixed 

capital stock between 1960 and 1981and then further, smaller increases for the following four years.  

Between 1986 and 2002 there was a marginal decline, but in the post-2002 period it increased at a 

faster rate than at any other time for which figures are available.  The replacement value of the public 

sector fixed capital stock in 2009 stood at R1 556 billion in constant 2005 price terms ï compared with 

R1 286 billion in 2002.   

However, when the real value of the countryôs public sector infrastructure is divided by the prevailing 

population, a somewhat different picture emerges.  It shows a significant and steady increase in the 

quantity of infrastructure available per person between 1960 and the early 1980s ï with real per capita 

values rising from R18 360 in 1960 to a peak of R41 055 in 1985. However, these averages do not 

reflect apartheid-era racial inequalities which significantly distorted the access of large portions of the 

population to such infrastructure, and the benefit they were able to derive from it.   Factors such as 

increasing urbanisation would also have influenced the growth in, and level of, public fixed capital stock 

per capita over this period. Unless the ñdepreciationò of the capital stock is fully offset by gross new 

fixed capital formation, the real quantity of the public sector capital stock will decline ï as it did between 

1985 and 1995.  The resulting period of static and marginally-declining fixed capital stock translates into 

a pronounced fall in the per capita value of real public sector capital stock ï which declined by almost 

one third from its 1985 high to R27 906.   

On the basis of the depreciation rates applied to different asset types, just over R60 billion (in R2005 

price terms) of fixed capital formation was required in 2009 simply to maintain the real fixed capital 

stock of the public sector at the same level as it was at the end of 2008. This translates into average life 

spans ranging from 2.5 years in the case of computers and related equipment to 36.8 years for 

construction works.  The weighted average annual depreciation rate for public sector capital assets is 

4.1%, with an implied average life span of assets of 24.3 years. 
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Actual and projected spending by different tiers of government and state-owned enterprises 

National Treasury estimates of actual and projected spending on infrastructure by the diverse elements 

of the public sector indicate a quite dramatic rise in expenditure between fiscal 2006/07 and 2009/10, 

but anticipate slower growth in the coming three fiscal years.  Total nominal public sector spending on 

infrastructure rose by an average of 41% per year between fiscal 2006/07 and fiscal 2009/10 ï from 

R84 billion to R235 billion. This growth was driven by average annual growth in infrastructure spending 

by non-financial public enterprises of close to 70% per year.  The value of public-private partnerships 

also grew rapidly over the period ï increasing by an average 117% per year. 

The projected outlook for total spending by the public sector for fiscal 2010/11 to 2012/13 is less stellar 

ï with estimated average growth of only 8.5% a year.  Spending growth is expected to be driven by 

extra-budgetary institutions (20% p.a.), national departments (19% p.a.) and local government (14% 

p.a.), but the value of public-private partnerships is expected to contract by an average of almost 24% a 

year over the period. 

The table below summarises the budgeted and actual levels of spending on infrastructure by the 

various elements of the public sector, as well as annual changes and the cumulative total since the 

adoption of the ASGISA programme.  Although there was initially a significant shortfall between what 

was budgeted and what was actually spent by the public sector as a whole, the variance between 

cumulative budgeted spending and cumulative actual spending has shrunk from more than 25% in 

2006/07 to less than 2% in 2009/10. 

Description 2006/07 2007/08 2008/09 2009/10 

Budget Actual Budget Actual Budget Actual Budget Actual 

R 
Billions 

R 
Billions 

R 
Billions 

R 
Billions 

R 
Billions 

R 
Billions 

R 
Billions 

R 
Billions 

National Departments 8.9 4.6 5.8 5.7 6.4 6.3 8.0 6.4 

Provincial Departments 32.0 27.1 35.4 29.4 36.9 36.1 39.9 41.2 

Local Government 26.0 21.1 28.2 30.7 31.2 39.6 49.5 37.5 

Consolidated government 66.9 52.8 69.4 65.8 74.5 82.0 97.4 85.1 

Extra-budgetary Institutions 4.1 3.7 5.3 3.7 4.5 6.2 7.0 10.9 

Public-private Partnerships 3.8 1.3 3.5 3.9 8.5 4.9 13.9 13.8 

General Government 74.8 57.8 78.2 73.4 87.5 93.1 118.3 109.8 

Non-financial Public Enterprises 37.7 25.7 44.7 56.8 71.2 79.4 119.6 125.5 

Annual Total - Public Sector 112.5 83.5 122.9 130.2 158.7 172.5 237.9 235.3 

Cumulative Total ð Public 
Sector 

112.5 83.6 235.4 213.8 394.1 386.3 632.0 621.6 

  

Annual % Increase in Budgeted 
and Actual Total Public Sector 
Infrastructure Spending 22.5% -7.0% 9.2% 55.9% 29.1% 32.5% 49.9% 36.4% 

Sources: 2005, 2006, 2007, 2008, 2009 and 2010 Budget Reviews 

While there is a concern in some quarters about a rapid fall-off in the level of public sector infrastructure 

spending after the completion of 2010 FIFA World Cup-related projects, there are still a large number of 

major projects that are scheduled for completion in subsequent years.  The most significant of these by 

value are the Kusile and Medupi power stations ï which have a combined price ticket of more than 

R266 billion, and which should be completed by fiscal 2015/16 (in the case of Medupi) and 2018/19 (in 

the case of Kusile).  Most of the stimulatory impact of these projects still has to flow into the economy.  
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By contrast, the scheduled completion dates for some of the large-scale projects in the transport sector 

(Gautrain and Gauteng Freeway Improvement Scheme) are more imminent, and a large portion of the 

costs have already been sunk.  

The table below shows the actual levels of spending for 2009/10, as well as the National Treasury 

estimates for the next three fiscal years.  Although the nominal value of spending is still expected to 

increase in coming years, the rate of increase slowed significantly in the 2009/10 fiscal year, and is 

projected to remain below 10% over the next three fiscal years.  Whether these nominal increases 

translate into real increases will depend on the extent to which prices are adjusted over the period.  

Given current inflation trends and targets, some real growth still seems likely.  

 
Description 

2009/10 2010/11 2011/12 2012/13 

Actual Estimate Estimate Estimate 

R Billions R Billions R Billions R Billions 

National Departments 6.4 6.8 7.8 10.7 

Provincial Departments 41.2 45.6 50.0 50.8 

Local Government 37.5 41.3 50.4 56.0 

Consolidated government 85.1 93.7 108.2 117.5 

Extra-budgetary Institutions 10.9 11.2 15.1 18.8 

Public-private Partnerships 13.8 9.9 11.4 6.1 

General Government 109.8 114.8 134.7 142.4 

Non-financial Public Enterprises 125.5 147.0 148.7 158.0 

Annual Total - Public Sector 235.3 261.8 283.4 300.4 

Cumulative Total ð Public Sector 621.6 883.4 1166.8 1467.2 

     

Annual % Increase in Estimated 
Total Public Sector Infrastructure 
Spending 

 

11.3% 8.3% 6.0% 

Source: 2010 Budget Review 

 

It is evident from the tables above that national government departments are responsible for a relatively 

small proportion of total spending on infrastructure assets. However, they have tended to under-spend 

their capital budgets in recent years, and the gap between budgeted figures and actual ones - while still 

inconsequential in the overall context - has been getting bigger.   

Collectively, infrastructure spending by provincial governments accounts for around 17% of total public 

sector expenditure.  Spending on capital assets by provincial governments rose strongly between fiscal 

2005/06 and 2009/10 and was characterised by a general trend towards modest over-spending of 

capital asset budgets. Compositionally, capital expenditure by provinces is dominated by spending on 

buildings and other fixed structures ï which has tended to account for around 80% of the total in recent 

years.  The balance is made up almost exclusively of spending on machinery and equipment. 

Local government in South Africa consists of 295 metros, municipalities and district councils and is an 

important government interface for delivery.  However, it is also a tier of government that is faced with 

significant capacity constraints. This is illustrated by the fact that in 2007/08 95 local authorities spent 

less than 40% of their capital budgets, 44 spent between 40% and 60% of their budgets, 9 spent 

between 60% and 80% of their budgets, and 61 spent between 80% and 100% of their capital budgets.  

In the same fiscal year 44 authorities spent between 100% and 150% of their capital budgets, 19 
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overspent on budget by between 150% and 200%, 9 spent between 200% and 300% of their capital 

budgets, and 7 over-spent by more than 300%.  Although there has been some improvement in 

budgeting accuracy and/or spending efficiency at the aggregate level for this tier of government, the 

proportion of local authorities that under-spent on their capital budgets in 2007/08 (71%) is largely 

unchanged from the proportion that under-spent in 2003/04 (72%).  This tends to confirm the view that, 

while there has been an improvement in spending by metros and larger municipalities, the smaller, 

more numerous, municipalities and district councils continue to find it difficult to spend their capital 

budgets.  This is despite the clear need to do so from a delivery perspective. 

State-owned enterprises are responsible for more than half of the infrastructure spending of the public 

sector ï with Eskom expected to account for at least half of the capital spending by non-financial SOEs 

in coming years.  Spending by these institutions increased by around 70% per annum between 2006/07 

and 2009/10, but the rate of growth is projected to slow in the years thereafter ï averaging close to 8% 

a year between 2009/10 and 2011/12.  Total spending by non-financial public enterprises is expected to 

increase to R149 billion in fiscal 2011/12 ï up from R26 billion in 2006/07. 

 

Funding of public sector infrastructure spending 

The funding for public sector spending on infrastructure can essentially come from one or more of the 

following sources: 

 Taxation 

 Grants and transfers 

 Loans 

 User charges 

 Private sector contributions to public-private partnerships  

Transfers from national government to provincial government may be classified as equitable shares 

(which are based on formulas developed by the Financial and Fiscal Commission), or conditional 

grants.  The most significant conditional grant for funding provincial infrastructure spending is the 

Provincial Infrastructure Grant (PIG).  Provinces may supplement transfers from national government 

through own revenue sources ï although these tend to constitute a relatively small proportion of total 

provincial spending. 

Both national and provincial governments can transfer funds directly to local governments, or make 

indirect transfers by paying particular service providers or households on behalf of a local authority.  In 

the case of national government these transfers to local authorities may take the form of equitable 

shares or conditional grants (of which the Municipal Infrastructure Grant or MIG is the most significant).  

South Africaôs six metros also receive a portion of the fuel levy. 

Public entities are generally responsible for funding their own capital expenditure.  However, national 

government does ï in many cases ï either act as guarantor of loans accessed by these entities, or 

(less frequently) extend loans to such entities directly.  There was a dramatic increase in the value of 

loans guaranteed in fiscal 2009/10 ï more than doubling from just over R62 billion in 2008/09 to R137 
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billion in 2009/10, and accounting for almost 79% of all new fixed capital formation by public 

corporations in the most recent fiscal year. In addition to the changes in loan guarantees, government 

has also extended loans directly to Eskom (valued at R33 billion in 2009/10 and R20 billion in the 

current 2010/11 fiscal year) to fund the building of power stations. Together with the increase in loan 

guarantees in 2009/10, this points to a massive increase in the direct, and contingent liabilities of 

national government towards public entities. 

There are indications that the public sector as a whole has cut back on infrastructure spending plans in 

response to the Global Economic Crisis and its aftermath ï with planned capital spending by general 

government expected to be between R13 billion and R16 billion lower over the next three years than 

originally indicated in the Medium Term Budget Policy Statement released in October 2009.  However, 

these cuts have been partially offset by increased spending plans by extra-budgetary institutions.  Non-

financial enterprises are expected to cut capital spending in 2011/12, but to then increase expenditure 

in the following fiscal year ï suggesting deferment rather than cancellation. 

The slowdown in the level of economic activity in the wake of the Global Economic Crisis, and resulting 

decline in tax collections has necessitated a significant increase in public sector borrowing.  In fiscal 

2008/09 the combined public sector borrowing requirement amounted to 4% of GDP.  However, this 

increased dramatically to almost 12% of GDP in 2009/10 and is expected to remain at relatively high 

levels over the medium term. As a consequence debt service costs are expected to increase from 

around 8.9% of national government revenue in fiscal 2008/09 to 12.9% in 2012/13.  This is still 

substantially lower than corresponding debt servicing costs that existed in 1994 and that currently 

prevail in many other economies, but does point towards an element of crowding out as in the future 

government will have around 4% less of revenue collected to fund service delivery.  The gross total 

debt of government is expected to increase quite rapidly from 27% in 2008/09 to more than 43% of 

estimated GDP in 2012/13. 

Another potential concern is that the ratio of debt service costs to net loan debt suggests that National 

Treasury believes that average interest rates on state debt will decline from around 8.3% per annum in 

2009/10 to 7.9% in fiscal 2012/13.  This may not be consistent with the view that capital market rates 

are likely to be structurally higher in coming years. 

 

Employment trends in the construction sectors 

There is an underlying assumption that the increase in public sector spending on infrastructure will lead 

to an expansion in the number of people employed ï both directly in the construction sector, and 

indirectly through its facilitation of private sector investment and supply expansion. While employment 

trends in civil construction are more likely to reflect underlying trends in spending on power stations, 

soccer stadia, airports and roads, a significant portion of the investment by general government is into 

buildings ï so trends in this sub-sector must also be taken into account.  Employment in the 

construction sector as a whole initially increased quite strongly ï rising by more than 100 000 jobs 

between 2005 and 2007.  However, the global economic slowdown contributed towards a subsequent 

decline in total employment.   
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Employment in the civil construction sector increased by about 31% between 2000 and 2007 - but lost 

some of these gains in subsequent years so that it was around 20% above its 2000 levels in 2009. 

Building construction employment increased by close to 24% between 2000 and 2006 before 

commencing its decline back to its 2000 levels in 2009.  

 

The impact of public sector infrastructure spending on the broader economy 

Multiplier effects ï particularly as they relate to fixed capital formation multipliers - are often 

misinterpreted.  In assessing the impact of a R1 million investment in fixed capital in a particular sector, 

it is important to note that the resulting impact on that sector, and on the economy more generally, can 

vary substantially.  This variation will be influenced by factors such as whether the investment in 

question constitutes net new investment in the sector, or merely contributes to the maintenance of the 

existing capital stock in that sector.  The extent to which existing production capacity in a sector is 

currently being utilised will also influence the socio-economic impact of any new investment.   

Average multipliers for both construction sub-sectors (civil and building) were applied to the estimated 

general government spending on construction-related infrastructure in fiscal 2009/10 in order to try to 

determine the impact on the broader economy.  Spending of R51.3 billion is estimated to have directly 

and indirectly given rise to, or supported, economy-wide sales of around R194 billion, added R64 billion 

to South Africaôs GDP, generated labour remuneration of around R28 billion, required additional fixed 

capital formation of R15 billion, and supported the employment of around 485 000 people.  

 

The impact of infrastructure spending on competitiveness 

It is ultimately firms ï not countries - that compete with one another for shares of particular markets ï 

so market share of local and global markets for particular products provides the best indication of 

microeconomic competitiveness.  However, country competitiveness is critical to company 

competitiveness because the quality of institutions and infrastructure and the stability and 

appropriateness of macroeconomic policy have a profound impact on the level of transactions costs 

facing firms, and hence on their ability to compete in global markets. 

Country competitiveness is a relative term.  The mere fact that a country has improved in many (or 

even all) the diverse aspects that are said to influence competitiveness does not automatically imply 

that that country will be more competitive.  If the rate of improvement, and their collective impact, is less 

than that of other competing countries, the competitiveness of the country in question might actually 

deteriorate in relative terms.  This is probably particularly true in South Africaôs case, where the country 

has slipped in competitiveness rankings, despite a perceived improvement in many areas regarded as 

relevant to national competitiveness. 

According to the World Economic Forumôs Global Competitiveness Report, South Africaôs overall 

competitiveness ranking has been reasonably static since 2006/07, after slipping in 2005/06.  The 

infrastructure ranking has been more volatile, improving from 49th to 43rd between 2006/07 and 

2007/08, before deteriorating back to 48th.  This deterioration may have been influenced by the 
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electricity blackouts and load-shedding in early 2008.  The infrastructure ranking has since improved to 

45th. 

South Africaôs rankings in respect of the various sub-components of the overall infrastructure 

assessment indicate a relatively positive assessment of air transport, and available seat kilometres, a 

reasonable ï but deteriorating - assessment of road quality, and poor rankings in respect of electricity 

supply quality and the number of telephone lines. Although the effects of the recent surge in 

infrastructure spending have yet to be reflected in a significant improvement in South Africaôs overall 

competitiveness ranking, it is expected to improve as a consequence of past, and planned, spending. 

However, this presupposes that other aspects of competitiveness are not allowed to deteriorate in 

relative terms.  

The real benefits of this infrastructure spending will only be felt by businesses generally once the 

various projects are completed.  Perversely, disruptions during the construction and implementation 

phases of the various infrastructure projects may actually have served to undermine the 

competitiveness of private businesses (and the economy more generally) in the short-to-medium term.  

This reality points to the need for more effective, and strategic, planning in respect of the future 

provision of public sector infrastructure ï so that Eskom-type disruptions can be avoided. 
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1. Background 
 

The term infrastructure has been used since 1927 to refer collectively to the roads, bridges, rail lines, 
and similar public works that are required for an industrial economy, or a portion of it, to function.  This 
means that the quantity and quality of a countryôs infrastructure has a direct impact on its economyôs 
ability to operate and to expand over time. Infrastructure is usually characterised by significant 
economies of scale in production that arise from high initial fixed costs and relatively low variable costs 
of operation.  As a result, infrastructure projects tend to have the characteristics of natural monopolies1, 
and are therefore either located in the public sector, or are heavily regulated.  

In recent years the South African public sectorôs infrastructure spending programme has formed the 
centrepiece of government plans to support and facilitate economic growth and development, and to 
thereby help to achieve the targets set in the Accelerated Shared Growth Initiative for South Africa 
(ASGISA). In addition to contributing directly to economic growth, the public sector infrastructure 
programme is also supposed to support other ASGISA objectives by contributing to job creation, 
reducing poverty and assisting in developing competitive local industry.  The underlying assumed 
causalities are as illustrated in Figure 1.  

Figure 1: The relationships between infrastructure spending and other developmental objectives 

Competitive 

Local Supply 

Development

Public Sector 

Infrastructure 

Investment

Private sector 

Investment in 

Public Sector 
Infrastructure 
Investment

Private Sector 
Investment in 

Capacity

(More) Competitive 
Local Supply and 

Exports

Job Creation

 

 The amount of money allocated for public infrastructure purposes has increased strongly since 
ASGISA was first conceived ï rising from R372 billion for the three fiscal years following the 2006 
Budget, to the R845 billion that was announced by finance minister Pravin Gordhan in the 2010 Budget 
and which is to be spent in fiscal 2010, 2011 and 2012.  

                                                      
1 Defined in the Penguin Dictionary of Economics as ñAn industry in which technical factors preclude the efficient existence 
of more than one producerò.  Natural monopolies are characterized by continually falling long-run average costs -making the 
entry of other producers impossible under normal market conditions.  
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Public sector spending on infrastructure assumed additional importance in the wake of the Global 
Economic Crisis as it offers an established mechanism - with ñshovel-readyò projects - for fiscal 
stabilisation.  It is, however, not clear what the longer-term implications of slower economic growth, 
reduced tax collections, accumulated higher levels of government debt, and higher borrowing costs will 
be on the levels of infrastructure spending going forward. 

In an effort to contribute towards the attainment of the public sector infrastructure programmeôs 

objectives, the Business Trust ï with the Presidency as a strategic partner - established the Support 

Programme for Accelerated Infrastructure Development (SPAID).   SPAIDôs goal is ñto provide focused 

support to mobilise an increased private sector contribution to meeting of the ASGISA infrastructure 

targetsò, while its developmental objective is to ensure that underserviced communities have access to 

infrastructure.  

However, the sheer scale of the public infrastructure development programme, together with the fact 

that rolling annual budgets have continually been supplemented and adjusted, and that so many 

different parties are actually involved in the delivery of the associated projects, has meant that it has 

been difficult to track the spending.  Questions such as: ñWhat was the money allocated for?ò ñWas the 

money spent as budgeted?ò ñWhere did the funding for the projects come from?ò and ñWill the spending 

actually contribute towards increases in the fixed capital stock and the attainment of other ASGISA 

objectives?ò need to be answered. 

In recognition of this, SPAID commissioned this study, which aims to establish an Infrastructure 

Expenditure Tracker.  

2. Objectives of the Infrastructure Expenditure Tracker 
 

The objectives of the Infrastructure Expenditure Tracker are to: 

i) Provide an overview of the historical composition of the public infrastructure programme, 

with a specific focus on spending by different levels of government (national, provincial 

and local) and state-owned enterprises (SOEs), and on the type of assets purchased.  

Future iterations of this analysis would track changes in the composition of public 

infrastructure spending over time.  

ii) Examine budgeted and actual expenditure on an annual basis, identifying geographical 

and - where possible - asset-type, over- and under- spending.  This should assist in the 

identification of current and potential bottlenecks and capacity constraints at an early 

stage.   

iii) Review the funding sources for infrastructure spending at each level of government, and 

by SOEs, and comment on potential funding shortfalls. 

iv) Assess, and track, the impact of public infrastructure expenditure on employment levels in 

the South African economy. 

v) Assess, and track, the impact of infrastructure spending on the international 

competitiveness of South Africa as a business and investment destination. 
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3. Study method 
 

The approach adopted in this study was to try to obtain comprehensive data on the level and 

composition of infrastructure spending in South Africa.  Unpublished data was obtained from the South 

African Reserve Bank that enabled the estimation of the effects of fixed capital spending on the real 

value of the fixed capital stock, and the quantification of the consumption of fixed capital.   

The study used this data to provide a broad description of longer-term trends in gross fixed capital 

formation and the fixed capital stock both by type of organisation and by type of asset. 

Diverse documents and sources from National Treasury were difficult to reconcile because of the 

tendency for figures to continually be revised.  While aggregate estimates are available from National 

Treasury, it is difficult to assess the composition of infrastructure of spending at local government level, 

and by state-owned enterprises because of delays in the auditing and consistent publication of actual 

spending.  Nevertheless, it is hoped that a reasonably comprehensive picture of the nature and 

constraints facing infrastructure spending have emerged. 

Standardised industry data was obtained from Quantec.  This was used to assess trends in 

employment in the construction sectors, in terms of both number and skills level.   

Multipliers ï also obtained from Quantec ï were used to estimate the impact of public infrastructure 

spending on the wider economy in respect of indicators such as value added, remuneration and 

employment. 

Finally, country competitiveness rankings by the World Economic Forum were used to try to assess the 

impact of infrastructure spending on South Africaôs competitiveness. 
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4. Definition of infrastructure 
 

Since the focus of this study is on infrastructure, it is worthwhile unpacking what the term means.  What 

distinguishes an infrastructure asset from other capital assets? Are there different types of 

infrastructure? And if so, are some types more important to the economic and social development 

objectives of South Africa than others? 

It needs to be acknowledged up-front that there is no universally accepted definition of the term 

infrastructure.  The bulk of the suggested definitions commonly refer to more traditional physical assets 

such as roads, utilities, water and sewage systems needed by industrial economies.  However, in the 

post-industrial ñinformation ageò, definitions have been broadened to include communications networks 

such as the internet, and ï in some cases ï to everything that supports the flow and processing of 

information.  In recent years, the word has been applied with increasing generality to suggest the 

internal framework discernible in any technology system or business organization. 

According to Wikipedia, the word is:  

ña combination of the Latin prefix "infra", meaning "below" and "structure". The military sense 

of the word was probably first used in France, and imported into English around the time of 

the First World War. The military use of the term achieved currency in the United States after 

the formation of NATO in the 1940s, and was then adopted by urban planners in its modern 

civilian sense by 1970.ò 

As a consequence of some confusion over what exactly the term meant, the National Research Council 

in the United States adopted the term "public works infrastructure" ï which refers to: 

"...both specific functional modes - highways, streets, roads, and bridges; mass transit; 

airports and airways; water supply and water resources; wastewater management; solid-

waste treatment and disposal; electric power generation and transmission; 

telecommunications; and hazardous waste management - and the combined system these 

modal elements comprise. A comprehension of infrastructure spans not only these public 

works facilities, but also the operating procedures, management practices, and development 

policies that interact together with societal demand and the physical world to facilitate the 

transport of people and goods, provision of water for drinking and a variety of other uses, safe 

disposal of society's waste products, provision of energy where it is needed, and transmission 

of information within and between communities." 

 Infrastructure for the 21st Century, Washington, D.C.: National Academy Press, 1987. 

 

In a report titled ñSustainable infrastructure: A policy frameworkò submitted to New Zealandôs Ministry of 

Economic Development in 2004, the consultants2 noted that distinctions can be drawn between 

economic infrastructure (the physical assets that provide services used in production and final 

                                                      
2 NZIER. Authors: Peter Clough, Ian Duncan, Doug Steel and Joanna Smith and John Yeabsley. Reviewed by Brent Layton 

http://en.wikipedia.org/wiki/Business_organization
http://en.wikipedia.org/wiki/World_War_I
http://en.wikipedia.org/wiki/NATO
http://en.wikipedia.org/wiki/Urban_planning
http://en.wikipedia.org/wiki/United_States_National_Research_Council
http://en.wikipedia.org/wiki/Highway
http://en.wikipedia.org/wiki/Street
http://en.wikipedia.org/wiki/Road
http://en.wikipedia.org/wiki/Bridge
http://en.wikipedia.org/wiki/Public_transport
http://en.wikipedia.org/wiki/Airport
http://en.wikipedia.org/wiki/Water_supply
http://en.wikipedia.org/wiki/Water_resources
http://en.wikipedia.org/wiki/Wastewater
http://en.wikipedia.org/wiki/Waste_management
http://en.wikipedia.org/wiki/Waste_management
http://en.wikipedia.org/wiki/Electric_power
http://en.wikipedia.org/wiki/Telecommunication
http://en.wikipedia.org/wiki/Hazardous_waste
http://en.wikipedia.org/wiki/Public_works
http://en.wikipedia.org/wiki/Public_works
http://en.wikipedia.org/wiki/Washington,_D.C.
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consumption), social infrastructure (assets that support a healthy workforce with adequate skills) and 

institutional infrastructure (such as the legal system, culture and capital markets).  In the context of 

modern economic infrastructure, they note that ñthe capability to respond to changes, both predicted 

and the unexpected, is an important characteristic of infrastructureò. This requirement of adaptability ï 

together with the associated risks of not being able to adapt quickly enough to developments in the light 

of the long lead-times for infrastructure projects - is a key feature of modern economic infrastructure.  

Other characteristics commonly associated with economic infrastructure are: 

 Significant economies of scale in production, with high initial fixed costs and low marginal costs 

of supply that commonly manifest themselves in infrastructure that is a natural monopoly.  This 

typically implies that capacity can only be adjusted in large, ñlumpyò (and expensive) 

increments, and that assets may be ñstrandedò or become technologically-redundant if 

conditions change. At the same time, the size and lumpiness of infrastructure increments, and 

regulatory hurdles often create long lead times for installing new capacity. 

 Common carrier/common supplier characteristics, with the result that there are also economies 

of scale to be enjoyed in supplying diverse consumers jointly rather than in addressing diverse 

consumer needs separately.  This implies that consumers often have little choice as to how 

they access or receive infrastructure services. 

 Because of its natural monopoly characteristics and the absence of easy entry/exit needed for 

contestable markets, it is difficult for new entrants to compete with an incumbent supplier. 

 These natural monopoly characteristics have historically resulted in a high level of government 

intervention in infrastructure provision - either through direct provision or, more recently, 

through the regulation of prices and supply arrangements.  These characteristics also imply 

that there are seldom readily accessible substitutes for specific infrastructure ï which increases 

the risks (and potential economic and social damage) associated with its failure. 

The extent to which different facilities comply with the above characteristics provides insight into 

whether they should be regarded as infrastructure, or not. Those facilities that are consistent with all, or 

at least most, of the listed characteristics can be regarded as ñclassic infrastructureò, while those that 

do not should not be classified as infrastructure.  On this basis, Clough et al (2004) argue that: 

 ñé tracks and modal interchange facilities exhibit most of the characteristics of infrastructure; 

but rolling stock and vehicle fleets do not, even on a rail system with a monopoly operator. 

Navigation and traffic control assets for air and maritime transport are borderline cases: the 

equipment itself does not have the high lumpiness and sunk costs of classic infrastructure, but 

as they are integral to operation of port facilities they could be included in the coverage of 

infrastructure.ò 

They similarly contend that ñelectricity generation and delivery are infrastructure services down to the 

local network, but retailing appears as almost a tolling operation with little infrastructure characteristic.ò  

It is important to note that technological advances may result in the need to reassess whether particular 

assets or facilities should be regarded as infrastructure.  One example of this is the impact that 

accurate global positioning system (GPS) technology has had on collective navigation aids such as 
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lighthouses. By contrast, air traffic control systems and pilotage into harbours are not so easily 

substitutable, and may therefore be regarded as infrastructure.   

A table highlighting different facilities and their adherence to the characteristics listed above is included 

in Annexure A.  

Different categories of ñclassical economic infrastructureò ï defined using the characteristics discussed 

above - are shown in Table 1. 

 

Table 1: Types of economic infrastructure 

Transport Energy Telecommunications Water 

 Road networks, 
bridges, lighting, etc. 

 Rail networks, electric 
power, signals.  

 Sea ports and airports 

 Generation 

 Transmission/ 
Distribution  
o national  
o regional  
o local 

 Storage 

 Transformers 

 Networks/distribution  
o International 

(cables, 
satellites) 

o national  
o regional  
o local 

 Switches/exchanges 

 Telephone 
equipment 

 Development 
infrastructure  
o hydro storage 
o irrigation 
o water supply storage 
o treatment 
o pipelines 

 Defensive infrastructure  
o flood protection 
o sewerage networks 
o wastewater treatment 

Source: Clough et al (2004) 

 

5. Factors influencing the demand for, and supply of, infrastructure 
 

5.1 Demand for infrastructure 

 

In one sense infrastructure is simply a factor input that is supplied to more than one industry. The 

demand for infrastructure is therefore derived from the demand for the output of the industries that the 

infrastructure serves.  This implies that as the GDP of an economy increases, so too does its need for 

infrastructure.  However, because of the characteristic ñlumpinessò of infrastructure assets that was 

referred to in Section 4, and the fact that the pace of technological change is accelerating, the ratio of 

output change to infrastructure change is not constant.  

Like other factor inputs, infrastructure also has substitutes and complements ï although in the grand 

scheme of things the substitutes are likely to be weak (i.e. not able to replicate many of the 

characteristics of the product they are substituting) and few in number. As the example of affordable 

and accessible GPS systems attests, new substitute products can emerge over time as a result of 

technological progress.  They can substantially reduce demand for the original infrastructure 

(lighthouses in this example). 
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The impact of changes in the quantity and/or quality of infrastructure on the output of the South African 

economy is schematically represented in Figure 2. 

Figure 2: The impact of changes in the quantity and quality of infrastructure on output 

Output/ 
GDP

Infrastructure Input

GDP = f(Infrastructure, 
Capital, Labour, Raw 

materials, 
Entrepreneurship)

Y2

Y1

I1 I2

Y3

An increase in the quantity of 
infrastructure from I1 to I2
facilitates an increase in output 
from y1 to y2

An improvement in the quality 
of infrastructure I2 facilitates an 
increase in output from y2 to y3

 

The production function above indicates that an increase in the quantity of infrastructure inputs will 

facilitate higher levels of output.  However, the ratio of increases in infrastructure to increases in output 

is not constant.  At lower levels of output, small increases in the quantity of infrastructure inputs 

facilitate relatively large increases in output; but at higher levels of output the output gains from 

increases in infrastructure inputs become more and more muted.  Highly developed economies that are 

operating close to notional/current limits of other factor inputs (such as labour and raw materials) may 

enjoy relatively little output gains from increases in the quantity of infrastructure inputs, and will 

therefore need to focus on improving the quality of the available infrastructure.  This would effectively 

facilitate productivity gains for other factor inputs. 

Clough et al (2004) identified a number of what they termed ñmega-trendsò that are likely to impact on 

the demand for infrastructure over time.  The trends that are most relevant to South Africa are 

summarised in Table 2. 

Table 2: Mega-trends impacting on the demand for infrastructure 

Sector Indicator Relationships 

Primary National population (permanent, 
temporary) 

 

Regional population (permanent, 
temporary) 

 

Economic growth  
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Production structure  

Number of occupied buildings  

Secondary Labour force participation, especially 
the increase in female participation. 

Secondary to economic growth 

A secular decline in the number of 
people per household. 

Occupied buildings 

An increasing share of service sector 
value added in overall economic 
activity. 

Structural change 

Sector-specific Increasing fuel efficiency of the 
transport fleet? 

 

The move to wireless technology in 
telecommunications. 

 

Household income elasticity of demand 
for transport (increase in car ownership 
rates). 

 

Increasing international and domestic 
tourism 

 

International trade growth, past and 
projections (consider Doha effects etc). 

 

Source: Clough et al (2004) 

In addition, demand for infrastructure can also be influenced by a variety of ñshocksò, that could include: 

o Technological change 

o Policy/political (such as dramatic shifts in policy) 

o Natural disasters 

o Outbreaks of disease (such as HIV/Aids, swine flu) 

o War, terrorism, sabotage 

o Technological risks (e.g. computer viruses, redundancy of key industries) 

o Financial shocks (such as liquidity constraints in the wake of the Global Financial 

Crisis) 

o Economic shocks (including the GEC and shocks to world energy markets) 

 

5.2  Supply of infrastructure 

 

Theoretically, infrastructure can be supplied publicly, or privately.  However, the characteristics of these 

facilities mean that ï in the case of private supply - some degree of market failure is possible, and 

indeed probable.  So, even in those cases where provision is left to the market, investments are usually 

accompanied by significant regulation.  Regulation impacts directly on aspects such as ownership 

structure, financing, pricing and demand growth, and thereby on the supply decisions of the market. 

Investment decisions are made more complex by considerations around the quality of the infrastructure 

supplied, as well as the timing and quantity. 

Other factors that influence market supply decisions include: 

 How regulations are designed, and the extent to which they impose additional explicit or implicit 

costs that impact on the returns to that investment; 



SPAID Infrastructure Tracker   August 2010 
 

Page 9  
 

 Who pays for the consumersô use of the infrastructure once it is supplied, and the kind of 

returns that such payments support. 

 Where the funding for the infrastructure investment comes from. 

 The timing and size of the investment. 

 

6. Historical trends in public infrastructure spending in South Africa 
 

Public spending on infrastructure is not a new phenomenon.  Although the alignment of governmentôs 

infrastructure expenditure programme with ASGISA is predicated on higher levels of spending, this 

needs to be judged in the context of their historical levels ï both at the incremental level of gross fixed 

capital formation, and in terms of the net effect of accumulated fixed capital formation in previous years 

and the consumption of fixed capital (the fixed capital stock). 

 

6.1 Historical levels of public infrastructure spending, fixed capital stock, and 

consumption of fixed capital 

 

As was noted in Section 4, not all fixed capital formation by the public sector can necessarily be 

regarded as infrastructure.  However, available data is not sufficiently disaggregated to differentiate 

between infrastructure spending and other forms of fixed capital formation. 

Figure 3 indicates the real levels of public sector (general government and public corporations) gross 

fixed capital formation - by type of asset - between 1946 and 2009.  It is apparent that fixed investment 

increased relatively rapidly between 1963 and 1976, most notably in respect of construction works and 

non-residential buildings. This was followed by a sharp dip and short-lived recovery between 1976 and 

1980, and then an extended ï and quite dramatic ï fall in real public sector fixed capital formation for 

the following seven years.  A nascent recovery - driven by increased spending on non-residential 

buildings and construction works between 1987 and 1989 - could not be sustained, and the levels of 

spending then slid further till 1994.  By this stage real public sector capital formation was at the same 

levels as seen in 1965.   

The recovery in spending gained momentum in the years following South Africaôs first democratic 

elections until the brakes were firmly applied in response to fall-out from the 1998 Asian Crisis.  Real 

spending then slid back till 2001, but in the years since then there has been almost exponential growth 

in public sector fixed capital formation ï driven by dramatically higher construction works activity, and 

increases in investment in most other asset types. 
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Figure 3: Levels of real fixed capital formation by the public sector by asset type 
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Source of data: South African Reserve Bank 

 

An economyôs real fixed capital stock represents the replacement value of all previous gross fixed 

capital formation spending, less the value of all fixed capital consumed.  It is also the quantity and 

quality of the fixed capital stock (and the infrastructure portion of it) that determines the maximum 

potential output of the economy ï given the quantity and quality of other available factor inputs. 

Figure 4 indicates the level of South Africaôs public sectorôs real fixed capital stock by asset type 

between 1960 and 2009.  Its shows a progressive and accelerating increase in the public sectorôs 

capital stock between 1960 and 1981and then further, smaller increases for the following four years.  

Between 1986 and 2002 there was a marginal decline in the real value of the public sector capital 

stock, but in the post-2002 period it has increased at faster rate than at any other time for which figures 

are available.  The replacement value of the public sector fixed capital stock in 2005 price terms stood 

at R1 556 billion in 2009 ï compared with R1 286 billion in 2002.  This represents a net addition to the 

real fixed capital stock of the public sector of R270 billion over the period. 
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Figure 4: Real fixed capital stock of the public sector by asset type 
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Source of basic data: South African Reserve Bank 

However, when the stock values shown in Figure 4 are expressed on a per capita basis, a very different 

picture emerges.  This is shown in Figure 5. 

Figure 5: Per capita real fixed capital stock of the public sector by asset type 
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Source of basic data: South African Reserve Bank 
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The figure indicates a significant and steady increase in the amount of infrastructure available per 

person between 1960 and the early 1980s.  In constant 2005 price terms, the value of the fixed capital 

stock per capita rose from R18 360 in 1960 to a peak of R41 055 in 1985. It should, however, be noted 

that apartheid-era racial inequalities are not reflected in these averages.  Factors such as increasing 

urbanisation would also have influenced the growth in, and level of, public fixed capital stock per capita 

over this period. 

The period of static and marginally-declining fixed capital stock between 1985 and 2002, translates into 

a pronounced fall once the size of the population is taken into account ï with the per capita value of 

real public sector capital stock declining to R27 906.  This is equivalent to a fall of almost one third from 

the 1985 high.  Table 3 summarises these per capita values for selected years, and shows how the 

percentage composition of the per capita fixed capital stock has changed over time. 

This analysis highlights some of the challenges that South African society is currently grappling with.  

For example, real public sector spending per capita on residential buildings in 2009 was 48% lower 

than in 1985, and its share of total per capita public fixed capital stock had declined from 8.7% to less 

than 6%. This reflects a change in the approach towards funding of residential housing stock ï with a 

switch to subsidies and guarantees, rather than direct public provision. 

The corresponding changes between 1985 and 2009 for other asset types were as follows: 

 Non-residential buildings: -31% 

Construction works:  -12% 

 Transport equipment:  -26% 

 Machinery & other equipment: -54% 

 Computer & related equipment: +22% 

 

Table 3: Real public sector fixed capital stock per capita by asset type and composition  

 
Type of Asset 

1960 1985 2002 2009 

Constant 
2005 

Rand per 
Capita 

% of 
Total 

Constant 
2005 

Rand per 
Capita 

% of 
Total 

Constant 
2005 

Rand per 
Capita 

% of 
Total 

Constant 
2005 

Rand per 
Capita 

% of 
Total 

Residential 
Buildings R 1,469 8.0% R 3,564 8.7% R 2,130 7.5% R 1,857 5.9% 

Non-residential 
Buildings R 2,702 14.7% R 7,208 17.6% R 4,942 17.4% R 4,985 15.9% 

Construction Works 
 R 9,670 52.7% R 22,136 53.9% R 16,430 57.9% R 19,441 62.0% 

Transport 
Equipment R 3,316 18.1% R 3,702 9.0% R 2,501 8.8% R 2,744 8.8% 

Machinery & Other 
Equipment R 1,203 6.6% R 4,434 10.8% R 2,241 7.9% R 2,044 6.5% 

Computer & Related 
Equipment R 1 0.0% R 12 0.0% R 112 0.4% R 272 0.9% 

 
Total  R 18,360 100.0% R 41,055 100.0% R 28,357 100.0% R 31,342 100.0% 

Source of basic data: South African Reserve Bank 
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The distinguishing characteristic of capital goods ï including infrastructure ï is that they are consumed 

indirectly in the production of other goods and services.  The fixed capital stock therefore gets used-up 

or consumed in the process of facilitating production by the rest of the economy.  Unless this 

ñdepreciationò of the capital stock is fully offset by gross new fixed capital formation, the real quantity of 

the public sector capital stock will decline ï as it did between 1985 and 1995. 

The extent to which the capital stock was consumed or depreciated between 1961 and 2009 is shown 

in Figure 6.  It indicates that simply to maintain the real fixed capital stock of the public sector at the 

same level as it was at the end of 2008 required fixed capital formation of just over R60 billion (in 

R2005 price terms) in 2009. 

Figure 6: Consumption of real public sector fixed capital by asset type 

-70000

-60000

-50000

-40000

-30000

-20000

-10000

0

R
 M

ill
io

n
s 

(C
o

n
st

a
n

t 
2

0
0

5
 P

ri
c
e

s)

Computer & Related Equipment

Machinery & Other Equipment

Transport Equipment

Construction Works

Non-residential Buildings

Residential Buildings

 

Source of basic data: South African Reserve Bank 

 

Table 4 indicates the real public sector consumption of fixed capital in 2009, the corresponding nominal 

values, the implicit depreciation rates, and the corresponding average life span of each asset type.  The 

depreciation charge at current prices was almost R87 billion.  The implicit annual depreciation rates 

range from 2.7% in the case of construction works, to 40.5% in the case of computer and related 

equipment.  This translates into average life spans ranging from 2.5 years in the case of computers and 

related equipment to 36.8 years for construction works.  The weighted average annual depreciation rate 

for public sector capital assets is 4.1%, with an implied average life span of assets of 24.3 years. 
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Table 4: Nominal and real consumption of public sector fixed capital, depreciation rates and life 

spans 

Type of Asset Real Value of 
Depreciation in 2009 

(R millions) 

Nominal Value of 
Depreciation in 2009 

(R millions) 

Implicit Annual 
Depreciation Rate  

(%) 

Implied Average 
Lifespan of Assets 

(Years) 

Residential Buildings 3,775 5,824 3.9% 25.6 

Non-residential 
Buildings 9,035 13,502 3.6% 26.6 

Construction Works 23,851 35,619 2.7% 36.8 

Transport Equipment 2,336 2,721 14.6% 6.9 

Machinery & Other 
Equipment 16,194 24,099 16.8% 6.0 

Computer & Related 
Equipment 4,930 5,052 40.5% 2.5 

Total - All Asset 
Types 60,121 86,817 4.1% 24.3 

Source of basic data: South African Reserve Bank 

 

6.2 Analysis of fixed capital formation, fixed capital stocks, and consumption of 

fixed capital by asset type and organisation 

 

6.2.1 Residential buildings 

 

Not surprisingly, residential building capital formation is dominated by the private sector.  Although the 

share of this type of investment contributed by the public sector increased during the 1960s and 1970s, 

the contribution of general government - and public corporations in particular - declined between 1980 

and 1994.  Since then there has been a small rise in investment by general government, but almost no 

contribution by public corporations.  Table 5 indicates the percentage contributions to total real 

residential building fixed capital formation by the different types of organisation for different years. 

Table 5: Contribution to real residential fixed capital formation by type of organisation 

Type of Organisation % Contribution in 

1960 1980 1994 2005 2009 

General Government 16.6% 25.4% 8.8% 6.6% 9.7% 

Public Corporations 1.8% 7.6% 0.3% 0.0% 0.0% 

Private Businesses 81.6% 67.0% 90.9% 93.4% 90.3% 

Source of basic data: South African Reserve Bank 

Intuitively, it is hard to reconcile the relatively low contribution of the public sector with the emphasis 

placed on human settlement by the present government and its predecessors, and the claims that 

millions of houses have been constructed since the first democratic elections in 1994.  However, there 

have been significant shifts in the manner in which such interventions have occurred.  Public 

corporations are more likely to pay employees a housing subsidy and leave them to choose their 

accommodation, or to expect employees to meet accommodation needs from their salary package.  

General government has shifted to a subsidy scheme for first time home buyers, which means that this 
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type of spending will not show up as capital formation by government.  There are still government-

funded investments in social housing for rental stock.  The average annual growth in fixed capital 

spending by each type of organisation over the past five years (2004 to 2009) was: 

 General government:   -2.6% p.a. 

 Public corporations: -10.2% p.a. 

 Private businesses:  +3.8% p.a. 

 

Figure 7 indicates the relative levels and contributions to real residential building fixed capital formation. 

Figure 7: Real gross fixed capital formation into residential buildings by organisation 
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Source of basic data: South African Reserve Bank 

Figure 8 indicates the annual increase in the cost of residential building capital formation. Although 

there were periods ï such as in 2002 - when the rate of increase in prices for general government 

diverged from that of private businesses, there has been substantial alignment in price changes in 

recent years. 

The cumulative impact of the capital formation referred to above and the consumption/depreciation of 

the housing stock is reflected in the real value of the residential building fixed capital stock.  This is 

shown in Figure 9.  It indicates a steady growth in the stock value between 1960 and 1987, followed by 

a period of much slower growth till 2002, and then a pronounced acceleration in the years since 2002.  

There is relatively little evidence of any significant negative impact of the Global Economic Crisis in 

2008 or 2009.  The stock value of general government has remained almost static since 1990, while 

that of public corporations has steadily declined. 
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Figure 8: Annual changes in the price of residential capital formation by organisation 
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Source of basic data: South African Reserve Bank 

 

Figure 9: Real fixed capital stock of residential buildings by type of organisation 
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Source of basic data: South African Reserve Bank 

The current and constant 2005 price values for the consumption of the residential building fixed capital 

stock in recent years is shown in Table 6.  In 2009, the depreciation of the national housing stock was 
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estimated at almost R31 billion in current prices ï of which more than R25 billion related to privately-

owned residential buildings.  

Table 6: Consumption of residential building fixed capital by type of organisation 

Type of Organisation 2005 
(R millions) 

2007 
(R millions) 

2009 
(R millions) 

Constant 
2005 

Prices 

Current 
Prices 

Constant 
2005 

Prices 

Current 
Prices 

Constant 
2005 

Prices 

Current 
Prices 

General Government 2,944 2,944 2,999 3,705 3,091 4,679 

Public Corporations 694 694 687 1,099 684 1,075 

Private Businesses 14,831 14,831 15,847 19,531 16,689 25,237 

Total       18,469        18,469  19,533 24,081 20,464 30,949 

Source of basic data: South African Reserve Bank 

 

6.2.2 Non-residential buildings 

 

There is a relatively greater contribution from the public sector to non-residential fixed capital formation 

than was the case for residential buildings ï although the share of such investment by public 

corporations has tended to be quite volatile.  For example, in 1980, investment in non-residential 

buildings by public corporations accounted for more than 20% of the total of this type of capital 

formation, but by 1994 it had dropped to less than 6%.  This volatility would have been influenced by 

large, ñlumpyò investments, as well as by factors such as privatisation.  In recent years private business 

enterprises have tended to contribute more than two thirds of the value of this type of real fixed capital 

formation, while the contribution of general government investment has dropped to about 25%. 

Table 7: Contribution to real non-residential fixed capital formation by type of organisation 

Type of Organisation % Contribution in 

1960 1980 1994 2005 2009 

General Government 36.2% 35.8% 18.6% 35.3% 25.1% 

Public Corporations 7.3% 20.4% 5.8% 5.4% 6.7% 

Private Businesses 56.5% 43.8% 75.6% 59.3% 68.1% 

Source of basic data: South African Reserve Bank 

The average annual growth in fixed capital spending by each type of organisation over the past five 

years (2004 to 2009) was: 

 General government:   +0.4% p.a. 

 Public corporations: +15.9% p.a. 

 Private businesses: +11.6% p.a. 

 

Figure 10 indicates the relative levels and contributions to real non-residential building fixed capital 

formation.  There was strong growth in this type of capital formation since 1999 ï driven by higher 

levels of both general government and private business spending.  However, there was a fairly sharp 

drop in investment by general government during 2009. 
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This type of capital formation is sensitive to vacancy rates for commercial, industrial and retail space.  

Given the impact of the GEC on retail and industrial rentals, some slow-down in private sector 

investment could be expected in coming years. 

Figure 10: Real gross fixed capital formation into non-residential buildings by organisation 
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Source of basic data: South African Reserve Bank 

Figure 11indicates the annual increase in the price of non-residential building capital formation. A few 

anomalies are evident ï most notably in 2002 which saw the price of this type of investment by public 

corporations soar by around 33%, while that of private businesses actually deflated by around 1%.  

1999 saw the price of non-residential building decline by around 1% in the case of general government, 

but this trend was not matched by price changes for private businesses and public corporations.  Since 

2003, annual price changes in respect of non-residential building investment by all three types of 

organisations have been remarkably consistent. Although increasing inflationary pressures were 

evident between 2004 and 2008, these eased substantially in 2009 to around 3%. 

The real stock of non-residential buildings in South Africa increased steadily between 1960 and 1989.  

There was a notable jump in the aggregate value in 1990 (due to increased private sector investment), 

followed by a period of relatively slower growth that lasted till 2004.  In the years since then, the rate of 

increase in this type of fixed capital has started to accelerate.  The replacement value of the stock of 

non-residential buildings in 2005 price terms was around R690 billion in 2009 ï compared with about 

R596 billion in 1994. 

These trends are illustrated in Figure 12. 
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Figure 11: Annual changes in the price of non-residential building capital formation by 

organisation 
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Source of basic data: South African Reserve Bank 

Figure 12: Real fixed capital stock of non-residential buildings by type of organisation 
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Source of basic data: South African Reserve Bank 

 
























































































































