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Foreword 
 
 
Purpose of the Infrastructure Inputs Sector Strategy Process: 
 
The purpose of this study was to assess the increase in public sector demand and trends in 
supply for key infrastructure inputs. 
 
The proposed increase in public sector investment will substantially expand the demand for 
infrastructure inputs including: construction materials, transport and capital equipment plus 
skills.  Consequently, if the demand is not adequately anticipated, the result could be 
shortages, price spikes and delays in infrastructure completion.  Conversely the rapid 
increase in demand also promotes certain lucrative trade and investment opportunities  

 
This Research Report for the Infrastructure Inputs Sector Strategy and the consultation 
process therefore aimed to: 

 
1. Assess the increase in demand and trends in supply for key infrastructure inputs, 
2. Bring together the main stakeholders to communicate the projected trends in 

infrastructure inputs demand and supply, identify challenges, and set up processes to 
address them, 

3. Form the basis for work at the level of specific infrastructure input industries, if required, 
to address identified challenges 

 
Key Findings: 
 
The key1 infrastructure inputs have been identified on the basis of perceived shortages.  
These perceived shortages are observed through the occurrence of domestic production 
shortages, increased levels of imports (and the emergence of import parity prices) and high 
PPI increases between 2004 and 2006 (The overall PPI increased 14% between Dec 2004 
and Dec 2006).   The quantified increase in public sector demand and production capacity has 
been established through broad research to generate demand projections of key public sector 
infrastructure inputs and industry supply capacity.  These key infrastructure inputs demand 
and supply projections, however, cannot be directly compared to each other as no 
assessment of private sector demand for infrastructure projects has been undertaken, since 
this was beyond the scope of the study and furthermore not all the demand side projects have 
been assessed on the basis of infrastructure input projections. 
 
From the projected supply analysis of infrastructure material inputs, the most sensitive 
infrastructure material inputs that could present supply challenges are carbon steel products 
(peak of 656.4kt in 2008 strongly influenced by demand from Eskom), cement (peak of 1.5mt 
in 2009 driven by concurrent demand from Housing, Eskom, Gautrain, SANRAL and ACSA), 
timber (significant incremental demand driven by Housing budget allocations), aggregate and 
sand (peak in 2008 arising from Gautrain, Eskom, SANRAL, ACSA and Housing), and 
bitumen (peak in 2008 driven by SANRAL and Eskom).  
 
Industry has also indicated that there are no anticipated production and supply difficulties 
associated with Clay Bricks, Float Glass and Plastic Pipe (PVC), however, these 
infrastructure material categories registered some of the highest percentage PPI increases2 
between 12/2004 and 12/2006: Bricks Stock (26%), Bricks Face (23%), Glass for the Building 
Industry – cut to size (15%) and PVC Plastic Pipes (8%).    

                                                 
1 The infrastructure inputs that are being considered for the purpose of this study are not meant to be an 
exhaustive, nor a prioritised listing given that specific infrastructure inputs requirements of demand 
side projects will impact on the relevance of the proposed listing, as some infrastructure inputs may be 
more critical from a supply and demand perspective than others.  This, however, will only be known 
(potentially) as an outcome of this study. 
2 Statistics South Africa, www.statssa.gov.za 
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In addition to the supply and demand projections, several observations have arisen from the 
consultation and research processes including: 
 
Escalating tender prices resulting from increasing infrastructure input costs and 
insufficiently detailed tender contracts, thus suggesting the need for broad economy of scale 
cost guidelines and standardised procurement processes. 
 
Vertical integration of construction companies to secure upstream infrastructure inputs, 
and to offset cyclical industry risks, which may need to be thoroughly evaluated to ensure a 
fair, accessible and competitive market environment for construction materials inputs. 
 
Shift in focus of construction companies from residential construction to more lucrative 
infrastructure development tendered contracts, which could present significant challenges to 
housing developments. 
 
Contracting Capacity limitations resulting from skills challenges that could potentially result 
in project delays, deteriorating quality and possibly deteriorating health and safety standards.  
The challenge, however also presents an opportunity to the contracting sector to consolidate 
scarce resources and develop contracting economies of scale. 
 
Environmental Impact Assessment backlogs and delays are seen to be contributing to 
delayed supply-side capacity expansions and investments within the Cement and Clay Brick 
Industries, with a need to optimise the EIA business process and further increase official 
capacity, without compromising on the strategic value of the EIA process and its outcomes.   
 
Downstream challenges including the shortage of metal fabricators and artisan skills 
present a greater concern than infrastructure materials supply, with the need to evaluate 
intensive supplier development and the phasing of large infrastructure projects. 
 
The need for improved collation and diffusion of infrastructure inputs, construction 
and infrastructure development information to inform infrastructure inputs capacity 
expansion planning and infrastructure project planning and execution. 
 
Conclusion: 
 
A strategy to evaluate trade and investment opportunities to increase the supply of these 
critical infrastructure inputs is thus required to mitigate potential infrastructure inputs supply 
shortages and to ensure minimal disruption to critical infrastructure projects during these 
years.  Transportation of infrastructure inputs is currently biased in favour of road 
transportation, which has several critical limitations, and there is an urgent need to develop an 
optimised infrastructure inputs transportation strategy that is aligned to the DoT’s National 
Freight Logistics Strategy.   
 
Skills challenges are immediate and are expected to increase going forward, notwithstanding 
the initiatives from Government to increase education and training throughputs.  Government 
will also need to intervene further, given that the current JIPSA initiatives do not seem to be 
adequate to address the skills deficit, and may therefore need to consider facilitating the 
“bridging cost” of skills development in partnership with the private sector over the short to 
medium term against the “risk of escalating skills costs (due to shortages) and delayed critical 
infrastructure projects” over the medium to long term.  Further initiatives from the private 
sector to improve training and skills development will also be required, complemented by a 
comprehensive and integrated skills development strategy for the infrastructure inputs sector.  
 
As a way forward, the report therefore recommends: the development of a spatial 
infrastructure inputs information system, demand side management, the standardisation of 
tenders with respect to contract specifications and designs, supply side monitoring of primary 
infrastructure input materials and critical services, skills development through intensified 
support of JIPSA and the CETA, the development of an infrastructure inputs transportation 
strategy by the DoT and finally the optimisation of regulatory (especially EIA) business 
processes, guidelines and information requirements.  
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Abbreviations and Definitions  
 
AEA    Aluminium Extruders Association  
ACMP    Association of Cement Manufacturing Producers 
ACSA    Airports Company South Africa 
ADT Articulated dump truck (capital equipment) 
AFSA Aluminium Federation of South Africa 
Aggregate  Any hard, inert materials (sand, gravel or stone) used for 

mixing with cementitious materials to form mortar or concrete 
Asgi-SA   Accelerated and Shared Growth Initiative for South Africa 
ASPASA Aggregate and Sand Producers Association of South Africa 
BBBEE Broad based black economic empowerment 
BEQ Imperial brick equivalent unit 
Bitumen Is a mixture of organic liquids that are highly viscous, black, 

sticky, entirely soluble in carbon disulfide, and composed 
primarily of highly condensed polycyclic aromatic 
hydrocarbons. Bitumen is the residual (bottom) fraction 
obtained by fractional distillation of crude oil.  It is the 
heaviest fraction and the one with the highest boiling point. 

C&CI Cement and Concrete Institute 
CBA Clay Brick Association 
CCGT Combined Cycle Gas Turbine 
Cement Fine powdered materials which, when mixed with water, sets 

and binds together to form a hard, solid material.  It is used 
as a component of mortar and concrete 

CETA Construction Education and Training Authority 
cidb Construction Industry Development Board 
CKD Completely Knocked Down (capital equipment) 
CMA Concrete Manufacturers Association 
Concrete A mixture of sand, stone, cement and water that sets and 

hardens 
DEAT Department of Environmental Affairs and Tourism 
DHA Department of Home Affairs 
DME Department of Minerals and Energy 
DoT Department of Transport 
DPW Department of Public Works 
DTI Department of Trade and Industry 
DWAF Department of Water Affairs and Forestry 
e-NaTIS Electronic National Transport Information System 
EBEPTT Engineers, built environment professionals, technologists 

and technicians 
EC Eastern Cape (Province) 
ECSA Engineering Council of South Africa 
EIA Environmental impact assessment 
Empowerment An integrated and coherent socio-economic process, located 

in the context of South Africa’s national transformation 
programme which is aimed at redressing the imbalances of 
the past by seeking to substantially and equitably transfer 
and confer the ownership, management and control of South 
Africa’s financial and economic resources to the majority of 
its citizens.  As a process, it seeks to ensure broader and 
meaningful participation in the economy by previously 
disadvantaged people to achieve sustainable development 
and prosperity 

FBU Fully built-up units (capital equipment) 
FEL Front end loader (capital equipment) 
FS Free State (Province) 
FSA Forestry South Africa 
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GDP Gross domestic product 
General Government Refers to the accounts of National Government, Provincial 

Government and Local Government, the social security 
funds, extra-budgetary institutions, adjusted to net out flows 
between Government institutions 

GFCF Gross fixed capital formation 
Government Government of the Republic of South Africa 
GP Gauteng (Province) 
HDPE High-density polyethylene is a polyethylene thermoplastic 

made from petroleum.  It takes 1.75 kg of petroleum, in terms 
of energy and raw materials to make 1kg of HDPE 

IDZ Industrial development zone 
JIPSA Joint initiative for priority skills acquisition 
kt Kilo ton 
kt/y Kilo ton per year 
KZ Kwa-Zulu Natal (Province) 
LME London Metals Exchange 
LP Limpopo (Province) 
m Meter 
m2 or sq mt Square meter 
m3 or cub mt Cubic meter 
MOU Memorandum of understanding 
MP Mpumalanga (Province) 
MPRDA Mineral & Petroleum Resources Development Act 
mt Mega ton 
mt/y Mega ton per year 
MTEF Medium term expenditure framework 
NC Northern Cape (Province) 
NHBRC National Home Builders Registration Council 
NW North West (Province) 
OCGT Open Cycle Gas Turbine 
OH&S Occupation, Health and Safety 
PPI Producer price index 
PPP Public private partnership 
Project Proposal for the Infrastructure Inputs Sector Strategy  
PVC Polyvinyl Chloride - is a widely used thermoplastic polymer in 

the construction industry 
Rand or SAR Currency of the Republic of South Africa  
RFA Road Freight Association 
RRA Rail Road Association 
Sabita South African Bitumen Association 
SAISI South African Iron and Steel Institute 
SACEEC South African Capital Equipment Export Council 
SAGGA South African Glass and Glazing Association 
SANRAL South African Roads Agency Limited 
SAPPMA South African Plastic Pipe Manufacturers Association 
SARB South African Reserve Bank 
SARCC South African Rail Commuter Corporation 
SARMA South African Ready Mix Association 
SARS South African Revenue Services 
SEA South East Asia (South East Asian) 
SEIFSA Steel and Engineering Industry Federation of South Africa 
SKD Semi knocked down (capital equipment) 
SOE State owned enterprises 
StatsSA Statistics South Africa 
TLB    Tractor-loader-backhoe (capital equipment) 
YoY     Year-on-year 
WC    Western Cape (Province) 
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Executive Summary 
 
1. Introduction 
 
In order for the South African Government to achieve its social objective to halve poverty and 
unemployment by 2014 the GDP growth rate needed is around 5% (per annum) on average 
between now and 20143, which is being stimulated through several public sector investment 
programmes. 
 
The proposed increase in public sector investment will substantially expand the demand for 
infrastructure inputs including: construction materials, transport and capital equipment plus 
skills.  Consequently, if the demand is not adequately anticipated, the result could be 
shortages, price spikes and delays in infrastructure completion.  

 
This Infrastructure Inputs Sector Strategy Proposal therefore aims to: 

 
1. Assess the increase in demand and trends in supply for key infrastructure inputs, 
2. Bring together the main stakeholders to communicate the projected trends in 

infrastructure inputs demand, identify challenges, and set up processes to address them, 
3. Form the basis for work at the level of specific infrastructure input industries, if required, 

to address identified challenges 
 

This Proposal therefore commenced with broad qualitative and quantitative research, through 
consultations and information research, to forecast infrastructure input demand (from 2007 to 
2016) and where possible to identify potential shortfalls in the overall supply of infrastructure 
inputs. 
 
2. Macro Economic Overview 
 
South Africa’s economy is projected to grow at 4.8%4 in 2007 and to reach 5.1% and 5.4% in 
2008 and 2009 respectively5.  GFCF, which has been on a growth trend during 2006 lifted the 
ratio of GFCF to GDP to almost 19%, which is the highest it has ever been since 1990.   
 
Historically the significant contributor to GFCF growth has been the private sector, accounting 
for 72.6%6 of total investment in 2006, and this trend is expected to continue into the future.  
Government will also increase investment growth over the medium term as it maintains its 
focus on service delivery and facilities provision and Public Corporations have embarked on 
significant recapitalisation projects. 
 
The most significant contributor to GFCF has been Machinery and Other Equipment followed 
by Construction works.  The residential building sector is now expected to experience a 
cooling off period over the medium term given the rising household debt levels and the recent 
interest rate increases, whereas the non-residential7 building sector seems set to maintain a 
longer term real growth.  Construction works, which grew at an average rate if 13.2%8 during 
the first nine months of 2006, is expected will continue to increase over the medium term 
before stabilising.   
 
3. GFCF Infrastructure Investment Pipeline 
 
Capital formation plans have increased to significant levels, following the upsurge in the 
economy over that past 3 years, and are projected to sustain high levels of growth over the 

                                                 
3 The Presidency., 2006: Asgi-SA overview, p 2 
4 National Treasury., 2007: Budget Review, p 21 
5 National Treasury., 2007: Budget Review, p 21 
6 National Treasury., 2007: Budget Review, p 22 
7 Aveng., 2006: Annual Report 2006-Market Review, p 32 
8 National Treasury., 2007: Budget Review, p 35 
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medium term.  The step change in announced private sector capital expenditure (stimulated 
by sustained economic growth, optimism and good demand) coupled with increased 
Government spending (driven by the need to modernise critical economic and social 
infrastructure) and strong investment by public corporations (that are challenged to increase 
operational energy and logistics capacity resulting from strong economic growth, which in-turn 
has led to increased capacity utilisation), are therefore cumulatively likely to strain the limited 
availability of infrastructure inputs capacity over the medium term and beyond.   
 
4. Infrastructure Investment Projects 
 
Annualised demand, from 2007 to 2016, for infrastructure inputs within Government and the 
Public Corporations respectively were analysed for: Eskom, Transnet, Gautrain, Preparations 
for the 2010 FIFA World CupTM, Coega IDZ, Roads, Dams, Airports, Housing, Municipal and 
Provincial Infrastructure and Public Works.  These are briefly discussed below. 
 
4.1 Eskom 
 
Eskom is under increasing pressure to expedite its R150 billion capacity expansion plans to 
ensure supply reliability from the country’s national electricity grid, which will include 
generation, transmission and distribution related projects, renewable energy developments 
and projects in Southern Africa.  Generation projects will include the: Arnot capacity increase; 
Ingula pumped storage; completion of return to service projects at Grootvlei, Camden and 
Komati; and new coal base station projects, Medupi and Project Bravo.  Eskom also plans to 
erect 12,197kms of transmission lines between 2007 and 2015.  These generation and 
transmission projects have been included in the analysis, however, no data was available 
regarding distribution related projects. 
 
Overall peak demand for major infrastructure inputs for transmission and generation projects 
are expected to occur in 2008 and 2009.  Steel (excluding roof sheet steel) demand is 
expected to peak in 2009 when 524.5kt will be required, resulting from strong demand from 
the Medupi power station, Project Bravo and the construction of transmission lines.  Total 
steel (excluding roof sheet steel) demand between 2007 and 2015 is expected to reach 
almost 3mt.   
 
Eskom’s projects will require substantial quantities of roof sheet steel, primarily for its Medupi 
power station and Project Bravo.  From Eskom project input projections, it is estimated that 
approximately 85 million m2 of roof sheet steel will be required between 2007 and 2014, with 
peak demand of 24million m2 in 2013. 
 
Total cement demand from 2007 to 2015 is expected to be 551.46kt, with peak demand for 
cement occurring in 2008 (114.74kt).  Strong demand for cement is however evident between 
2007 and 2011 with demand requirements of 68.58kt (2007), 114.74kt (2008), 111.4kt (2009), 
91.96kt (2010) and 83.09kt (2011).  Peak demand for cement in 2008 will be driven primarily 
through demand from Ingula pumped storage (25kt), Medupi power station (20kt), Project 
Bravo (20kt) and transmission related projects (49.58kt). 
 
Aluminium demand (for conductors) will peak in 2009 when 59.44kt will be required for 
various transmission related projects.  The total demand for aluminium is expected to reach 
205.53kt between 2007 and 2015, with the highest demand occurring between 2008 and 
2010 (56.7kt in 2008, 59.45kt in 2009 and 37.7kt in 2010). 
 
All power station projects will require substantial quantities of clay bricks with a projected total 
of 2mt between 2007 and 2013.  Consistent demand of 480kt annually of clay bricks is 
expected between 2008 and 2010, resulting from the construction of the Medupi power 
station and Project Bravo.  Bitumen demand will be greatest in 2007 (32.8kt) and 2008 
(30.5kt) resulting from demand from the Ingula pumped storage scheme.  Total bitumen 
demand is expected to be 63.4kt between 2007 and 2012. 
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2008 will be the peak demand year for 240 General and Project Managers, 289 Specialist 
Engineers and Plant Designers, 59 Quantity Surveyors and 80 Planners.  Peak demand for 
Construction Managers and related Technologists is expected in 2010 and 2011 when 
approximately 420 Construction Managers and 180 Technologists will be required. 
 
The most prominent artisan’s skills requirements are for electricians, boilermakers, fitters and 
welders which all peak in 2011 at approximately 1,000 each.  During 2011, a total of 
approximately 4,435 artisans will be required.  Eskom generation projects will also require 
substantial plumbing, carpentry and bricklaying skills, with peak requirements of 100 
plumbers (in 2010), 160 carpenters (in 2009) and 160 bricklayers (in 2009).  
 
Eskom has raised serious concerns relating to: materials availability (especially steel and 
cement); specialist engineering suppliers; imported equipment delivery; project management, 
engineering and contractor skills availability; artisan skills; transport availability and site 
accommodation facilities in Limpopo Province, Mpumalanga Province and along transmission 
corridors.   
 
The concentrated capital expenditure rollout for the substantial generation and transmission 
projects will thus place significant pressure on the limited availability of infrastructure inputs 
(especially materials and skills) within the timeframe of several concurrent public sector 
projects.       
 
4.2 Transnet  
 
Growth in the South African economy has placed significant pressure on Transnet’s freight 
logistics capacity, which has also suffered historical neglect arising from maintenance and 
capital expansion under-spending.   
 
In combination with the extensive business re-engineering process (Vulindlela) currently 
undertaken by Transnet, focus has also been given to substantial maintenance and capital 
investment projects totalling R64.5 billion over the medium term to provide a wholistic and 
efficient service oriented package.  Based on the capital expenditure rollout plan, peak 
investment activity is expected to occur in financial years 2007/08 and 2008/09 at R15.2 
billion and R14.5 billion respectively. 
 
Spoornet’s capital expenditure, totalling R31,5 billion, will focus on the: Iron ore corridor 
expansion (rail and Saldanha infrastructure); Richards Bay coal line and infrastructure 
expansion; Refurbishment/maintenance programme; and General freight fleet renewal and 
upgrade programmes. Significant equipment and facilities upgrades will be undertaken at 
Transwerk at a total cost of R2,6 billion. 
 
The NPA will spend R18,6 billion on the: Completion of the Port of Ngqura; Container terminal 
expansion in Cape Town and Durban; and Durban port entrance channel project to enable 
growth and servicing of larger ships.  
 
SAPO will improve port handling logistics within a projected budget of R6,3 billion to facilitate 
the: Container terminals expansion in Durban, Cape Town and Ngqura; Multi-purpose 
terminal expansion in Durban; Iron ore terminal expansion; and Richards Bay dry bulk 
terminal expansion.   
 
Capital expenditure at Petronet totalling R4,9 billion will focus on: The new multi-product 
pipeline; Upgrades of the gas pipeline; and terminal and logistics facilities. 
 
Transnet’s massive expenditure plan will be susceptible to import sensitivity (given the 
significant projected imported content), EIAs and skills inputs, however, Transnet have 
developed substantial strategies and practical management mechanisms to mitigate against 
these risks within the confines of a transient environment.    
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The Transnet capital expenditure programme will strain limited national infrastructure inputs 
and skills resources, given the sheer magnitude of the programme, however the precise 
nature of this impact could not be ascertained since there was no information regarding 
infrastructure inputs demand projections. 
 
4.3 Gautrain  
 
The PPP Gautrain project comprises two key components that impact on infrastructure inputs.  
These are the civil works and the electrical and mechanical components.   
 
Peak (in 2008) civil works material input requirements include reinforcing steel (30,000 tons), 
cement (98,000 tons), aggregate-stone (310,000 tons), aggregate-sand (261,000 tons) and 
diesel (10.15 million litres).  Requirements for these inputs are expected to be slightly lower in 
2009 than the projections for 2008.  Electrical and mechanical inputs requirements are also 
expected to peak in 2008 and 2009, driven by the need for concrete sleepers (28,848 tons in 
2008) and blocks (3,832 tons in 2009) respectively. 
 
Skills requirements for management, engineers and planners appear to be fairly consistent 
over the project duration with requirements for artisans peaking in 2009 at 550 persons.  The 
concessionaire has raised concerns regarding the production of fabricated structures, 
inconsistent power supplies, skilled labour shortages and professional staff shortages, and 
believes that all of these could be resolved through interactions and/or the establishment of 
task teams with the relevant stakeholders through the involvement of Government.   
 
There does not seem to be any potential immediate infrastructure inputs challenge to the 
Gautrain project, which is beyond the proposed resolution mechanisms as presented.  
  
4.4 2010 FIFA World CupTM 

 
The 2010 FIFA World CupTM infrastructure projects embrace the development of 5 new 
stadiums and 5 stadium upgrades including adjoining precinct development and the 
Johannesburg Rapid Transit System.  Infrastructure inputs projections indicate overall peaks 
in 2007 and 2008.   
 
Total steel (reinforcing and structural) demand is expected to be 48.754kt from 2007 to 2010, 
however, this projection did not include data for the new Greenpoint stadium and some minor 
upgrade projects.  It would thus be reasonable to assume an estimated total steel demand for 
all projects to be in the order of magnitude of 58kt for the period 2007 to 2010, with peak 
demand occurring in 2007 (approximately 26.38kt) and in 2008 (approximately 27.96kt). 
 
Projections for total cement demand from 2007 to 2010 are expected to be 224.395kt, 
however, this does not include three of the five new stadiums (no information given).  Based 
on the available data for the other projects, it would be reasonable to assume that the total 
projected demand for cement during this period to be approximately 325kt.  Peak demand for 
cement is expected to occur in 2007 and 2008 at 100.24kt and 113.47kt respectively. 
 
Overall skills requirements for the analysed projects indicate a peak in 2008 when: 59 Project 
and General Managers, 61 Architects, 53 Quantity Surveyors, 53 Construction Managers, 157 
Related technologists, 159 Plumbers, 422 Bricklayers and 247 Electricians will be required.  
Peak demand for 175 Specialist engineers and 21 Planners is expected to precede the 
overall 2008 peak and occur in 2007. 
 
Sensitivities raised by the host cities include: material inputs supply (steel and cement 
especially), material inputs delivery resulting from increasing traffic congestion, material 
inputs distribution, the limited availability of scarce skills (artisans, engineers and 
management) and the limited capacity of manufacturing and fabrication companies. 
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4.5 National Roads 
 
The focus of SANRAL over the next decade will include road preservation through periodic 
maintenance, strengthening of roads with 5years of life or less and road capacity expansion. 
Over the medium term 489 national roads related projects will be in the pipeline.  Road 
infrastructure inputs (by volume) are expected to peak in 2009 with the most significant being 
cement (161kt), aggregate and stone mix (5mt), ready-mix concrete (262kt), bitumen (71kt), 
cranes (30t x 38 units), and 432 tipper trucks.  Concerns have been raised by SANRAL over 
the supply of cement, aggregate and bitumen particularly. 
  
Skills requirements are also projected to peak in 2009 with the need for 227 general and 
project managers, 227 specialist engineers.  SANRAL’s skills concerns relate primarily to 
construction and engineering management and artisan skills, given that 906 artisans and 
1359 semi-skilled artisans will be required in 2009. 
 
SANRAL have suggested the narrowing of the salary gap between the public and private 
sector, re-employment of retired professionals on a contract basis and increasing the 
retirement age for scarce skills resources as proposals to ease the skills shortage.  SANRAL 
have expressed concerns about the outlook relating to infrastructure inputs and have elected 
to place certain projects on hold for a period, until they return to economic viability.   
 
4.6 Housing 
 
Infrastructure inputs demand projections for 40m2 houses have been based on growth 
expectations from 168,902 units in 2007 to 254,346 units in 2009.  From 2010 up-to 2016, 
625,324 units would need to be constructed annually to eradicate current backlogs, which 
represent a 245% step change between 2009 and 2010.   
 
Annual material inputs requirements (for some of the sensitive materials) at peak for 40m2 
houses will be 187.06kt of reinforcing steel, 24,94 million m2 of roof sheet steel and 2,65mt of 
cement from 2010 to 2016.  The most significant capital equipment requirements will be for 
TLB’s and excavators which peak at 624units and 312 units respectively in 2010.  The need 
for 20t trucks will also increase significantly in 2010 to peak at 9,597 units which is 3.7 times 
the number required in 2007.  Material inputs requirements for 40m2 flats are low compared to 
those for 40m2 houses, given that 4,327 units will be produced at peak in 2007, with the most 
significant being 173,080 m2 of roof sheet steel and 14,5kt of cement in 2007. 
 
Skills requirements for the construction of 40m2 houses will peak from 2010 to 2016 with the 
need for 6,235 Construction Managers/Supervisors, 1,871 General and Project Managers and 
624 Structural Engineers.  The requirements for artisans totals 10,589 in 2007 and peaking at 
39,283 in 2010, with the most significant peak requirements being for bricklayers (31,176 in 
2010), followed by plumbers and carpenters (3,118 each in 2010) and steel fixers (1,247 in 
2010).  Peak requirements for electricians are expected to be 624 in 2010.  Unskilled and 
semi-skilled job creation relating to construction labourers will peak at 93,529 jobs in 2010, 
from 25,214 jobs in 2007.  40m2 Housing construction is therefore expected to create a total 
of 38,610 jobs in 2007 increasing to a projected 143,634 jobs in 2010.  
 
Construction 40m2 flats, with a peak of 4,327 units in 2007 (data only provided for 2007/08), 
will required 43 Construction Managers, 13 General and Project Managers and 273 artisans, 
with the most significant peak requirements being for bricklayers (216 in 2007), followed by 
plumbers and carpenters (22 each in 2007).  Unskilled and semi-skilled job creation relating 
to construction labourers will peak in 2007, with an estimated 649 contract labourers required. 
 
The Department of Housing has raised serious concerns regarding the shortage in contractor 
capacity (especially large contractors), labour shortages and building materials (especially 
cement and steel) supply, and has promoted the idea of stimulating enterprise and job 
creation opportunities within the areas of housing material production.  These are seen as 
severe challenges that could potentially impact the delivery of houses to meet rising demand 
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levels and to eradicate the current housing backlog through a proposed Housing 
Development Agency. 
 
4.7 ACSA 
 
ACSA operates South Africa's ten principal airports and growth in the South African economy 
has resulted in substantial investments and planned expansions of passenger terminals, 
parking, aprons, taxiways, access and service roads.  Maintenance and rehabilitation of 
existing runways at international and domestic airports are also part of the comprehensive 
infrastructure upgrade package. 
 
Infrastructure inputs are projected to peak in 2008, flanked by reasonably strong demand for 
inputs in 2007 and 2009.  The significant (total) infrastructure inputs relating to buildings, 
facilities and aprons during the 2008 peak include: steel (28,320 tons), cement (70,779 tons), 
clay bricks (10 million BEQ), glass (23,162 sq mt), ceramic tiles (103,884 sq mt), roof sheet 
(514,033 sq mt), aggregate stone mix (674,933 tons) and ready-mix concrete (357,255 tons).  
Bitumen requirements also peak in 2008 at 22,271 tons.  
 
The demand for construction managers and specialist engineers will peak in 2008 at 152 and 
68 respectively.  56 Architects, 28 quantity surveyors and 19 project managers will be 
required during the peak in 2007 in preparation for the rollout of significant expansionary 
development and facilities related projects. 
 
ACSA’s infrastructure rollout and expansion plans for buildings and facilities could be 
sensitive to certain critical input materials (given the large demand volumes in 2008) 
including: steel, cement, clay bricks, glass, ceramic tiles, roof sheet steel, aggregate stone 
mix and bitumen, and therefore any shortages could potentially result in project delays to 
ACSA’s critical path infrastructure rollout plan. 
 
4.8 Provincial and Municipal 
 
Provincial and Municipal infrastructure projects have been analysed to present a broad 
overview of the significant Government infrastructure projects investment pipeline over the 
medium term. 
 
Large provincial education infrastructure projects by value totalled R859.56 million (with a 
peak in 2008/09 of R283.12 million), representing 7.4% of the medium term budget allocation 
for education infrastructure, thus suggesting the high number of smaller valued projects.  The 
concentration of the largest education infrastructure projects is in the EC (R407.169 million), 
WC (R122.716 million) and GT (R117.263 million) with a focus in the EC on a new youth 
centre, primary school rehabilitation, office accommodation and the provision of water and 
sanitation. 
 
The 51 largest provincial health infrastructure projects account for 49.9% of the R16.253 
billion MTEF budget for health (hospitals and clinics) at R8.106 billion (with a peak in 2008/09 
of R2.964 billion), with the largest infrastructure budget going to GT (R2.9 billion) primarily for 
the construction of new central and regional hospitals, followed by NC (R1.679 billion) and KZ 
(R1.054 billion).  
 
Provincial roads infrastructure spend will be directed toward new road construction, upgrades, 
rehabilitation and preventative maintenance.  The 55 largest provincial roads infrastructure 
projects total R3.139 billion (with a peak in 2007/08 of R692 million), with the largest budget 
allocated to LP (R829 million) followed by the EC (R538 million), both for the upgrading of 
roads from gravel to tar. 
 
Large (above R150 million) Municipal projects over the medium term total 6 projects, with a 
focus on water, sanitation and roads.  The largest project valued at R737 million is located in 
KZ with a focus on increasing water distribution capacity. 
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The broad analysis, covering only the major projects by value, seem to suggest that there are 
several (approximately 160) high value projects in the Provincial and Municipal pipeline, 
complemented by a host of smaller value projects, that makes up the balance over the 
medium term.  This could further impact on Grade 8&9 Civil Engineering Contractors and their 
subcontractors thereby placing pressure on limited contracting capacity going forward. 
 
4.9 National Departments 
 
Large-scale infrastructure investment projects relating to DWAF & DPW have been analysed 
to assess their future impact on the public Sector Infrastructure pipeline.   
 
DWAF has 6 major infrastructure projects over the period 2007/08 to 2012/13 with a 
combined value of R10.8 billion. One project has commenced during 2005/06 and a second 
(De-Hoop dam) is expected to commence during 2007/08, with the remaining four in the 
feasibility and planning stages.  Based on the investment value projections for the six 
projects, capital expenditure peaks are expected to occur in 2009/10 and 2010/11 (R1,976 
and R2,034 million respectively), with an interim peak in 2007/08 (R1,508 million).  
Infrastructure spend will translate to a demand for infrastructure inputs, with a peak demand 
for steel and ready-mix concrete for the De-Hoop Dam expected to occur in 2008 and 2009. 
 
Infrastructure projects for DPW total 2596 projects with a total value of R10.98 billion over the 
medium term and beyond.  Analysis of 39 significant infrastructure projects with a combined 
value of R5.526 billion revealed a peak in expenditure expected during the 2007/08 financial.  
Sampled capital projects totalled R3.94 billion and planned maintenance R1.59 billion.  Most 
of the capital projects would be concentrated in GT, FS and WC with a focus on the 
development of new departmental office accommodation, extensions and upgrades, while 
planned maintenance will occur predominantly in GT with a focus on upgrading and 
maintenance of departmental office accommodation and official residences. 
 
On the basis of the sample of 6 DWAF and 39 DPW infrastructure projects analysed, which 
represent a combined project value of R16.34 billion (or half of the total DWAF and DPW 
infrastructure budgets), there is a concentration of high value projects with a large number of 
low value projects accounting for the balance.  This could impact on the limited Grade 8&9 
CE contractor’s capacity and also present challenges relating to infrastructure inputs. 
 
4.10 Coega Industrial Development Zone  
 
The Coega IDZ is a phased development around industry clusters with Custom Secure Areas 
(CSA) dedicated for export oriented manufacturing companies located in the zone.  The first 
infrastructure investments in the Coega IDZ are focusing on areas where investors have to 
locate, which include Zones 1-5 that have been reserved for the following activities: Zone 1 
(light electronics and commercial), 2 (automotive), 3 (textiles, agri-processing), 4 (Academic 
and training, Services), 5 (heavy to medium manufacturing).  
 
Infrastructure implementation of the zone could be seen as Bulk Distribution (1st Tier) of 
Services in the actual industrial sectors which will be followed by Secondary Distribution (2nd 
Tier) servicing up to the site boundaries and finally site services (3rd Tier) for specific investor 
requirements. 
 
Coega IDZ Top Structure infrastructure capital expenditure is expected to peak in 2010/11 at 
R725million.  Top structure investment is the largest contributor to the total infrastructure 
capital expenditure, which will remain fairly stable between 2007/08 and 2010/11 at an 
average of R1.086 billion.  Investments in road and bridge bulk infrastructure will be the 
largest and is expected to peak in 2007/08 at R216 million. Bulk water and electrical 
infrastructure will also peak in 2007/08 at R48 million and R53 million respectively.  
Investments in bulk sewer facilities are only expected to peak in 2010/11 at R96 million.    
 



Research Report for the Infrastructure Inputs Sector Strategy   
 

    xx

In keeping with the phased rollout of the IDZ and the attraction of targeted sectoral 
investments, capital expenditure for zone infrastructure development are expected to occur as 
follows: Investment in Zone 1, 2 and 3 development are all expected to peak in 2007/08 at 
R152 million, R123 million and R66 million respectively.  Investment in Zone 4 and 5 
development will peak in 2008/09 at R60 million and R85 million respectively, while 
investment in Zone 6 development will only peak in 2010/11 at R97 million.  Zones 7 to 10 are 
also expected to be rolled out between 2008/09 and 2011/12 with peak infrastructure 
development activity expected to occur in 2010/11 at R127 million. 
 
5. Infrastructure Inputs 
 
The key9 infrastructure inputs have been identified on the basis of perceived shortages.  
These perceived shortages are observed through the occurrence of domestic production 
shortages, increased levels of imports (and the emergence of import parity prices) and high 
PPI increases between 2004 and 2006.  Overall PPI increased by 14% between 12/2004 and 
12/2006.    
 
The analysis of broad infrastructure inputs aims to generate a macro understanding of the 
future supply industry dynamics for: Steel, Aluminium, Cement, Concrete, Ready Mix, Clay 
Bricks, Timber, Float Glass, Plastic Pipes, Aggregate, Bitumen, Capital Equipment (including 
Yellow Metal equipment), Road Transportation and Skills.  These are briefly discussed below: 
 
5.1 Steel 
 
Overall PPI increased by 14% between 12/2004 and 12/2006.  Steel PPI10 increases between 
2004 and 2006 were: Un-worked Structural Steel (21%), Structural Steel Products (10%), 
Reinforcing Steel (7%), Mild Steel Plate (15%), Uncoated Sheet (23%), Galvanised Sheet 
(15%), Mild Steel Angles (2%) and Flat Rolled Stainless Steel Products (58%).  The 
consumption and hence the demand for carbon and alloy steel is currently on an 
exponentially increasing trend, which saw a 29% increase in apparent demand from 2005 to 
2006.  There has also been an increasing trend in imports and a reduction in the levels of 
exports in an effort to supply the current and rising levels of domestic consumption.  
Producers have also announced plans to increase capacity of certain construction related 
products.   
 
Projected domestic availability of significant carbon steel11 flat product inputs to the building 
and construction industry such as hot dipped galvanised sheet steel (approx. 60% of total 
sales to construction) is expected to increase from 394kt in 2006 to 660kt in 2011. Projected 
domestic availability of carbon steel long products such as light structural sections (approx. 
65% of total sales to construction) and heavy structural sections, wire rod (approx. 45-50% of 
total sales to construction) and reinforcing bar (approx. 80% of total sales to construction) are 
all expected to increase: from 352kt in 2006 to 483kt 2011 (light structural sections); from 
188kt in 2006 to 230kt in 2011 (heavy structural sections); from 628kt in 2006 to 810kt in 
2011 (wire rod) and from 370kt in 2006 to 547kt in 2011 (reinforcing bar). 
 
Stainless steel projected domestic availability is also expected to increase from 17kt in 2006 
to 119kt12 in 2011 for hot rolled sheet and coil and from 109kt in 2006 to 285kt13 in 2011 for 
cold rolled sheet and coil.   

                                                 
9 The infrastructure inputs that are being considered for the purpose of this study are not meant to be an 
exhaustive, nor a prioritised listing given that specific infrastructure inputs requirements of demand 
side projects will impact on the relevance of the proposed listing, as some infrastructure inputs may be 
more critical from a supply and demand perspective than others.  This, however, will only be known 
(potentially) as an outcome of this study. 
10 Statistics South Africa, www.statssa.gov.za 
11 Excludes capacity at Scaw Metals 
12 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
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Traditionally the South African market is oversupplied with up-to 50% of production being 
exported, but given the current demand pipeline for several large-scale infrastructure projects, 
it could be expected that supply shortages (as and when they occur) are likely to be very 
product specific.     
 
5.2 Aluminium 
 
The South African aluminium industry comprises primary aluminium production and redraw 
rod (by BHP Billiton), rolled products (by Hulamin) and a range of extruded products produced 
by Hulamin, Wispeco, AGI and Lafarge.  
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Aluminium PPI14 
increases between 2004 and 2006 were: Profiled Aluminium Roofing (43%), Extruded 
Aluminium Section (35%), and Profiled Aluminium Roofing at distributor level (33%).  The 
industry has confirmed that there is currently no capacity problem regarding the domestic 
supply of primary aluminium with Southern Africa producing 1.5mt/y.  Domestic aluminum 
extrusion capacity of 81kt will, however, reach its current production limit during 201215, at the 
projected rate of domestic demand escalation (expected to reach 80.7kt in 2012), and 
additional capacity will be required.  Industry has indicated that extrusion capacity will be 
increase incrementally from the current 81ktpa to 100ktpa in 2015. 
 
Current input challenges include the aluminium price and casting capacity of extruded billets 
to ensure inputs into the aluminium extrusion process.  Imports of extruded products, from 
China, Malaysia and Brazil are also of concern to the industry, and these countries are 
currently the subjects of anti-dumping action being brought to the DTI by the AEA.  It would 
appear that the aluminium industry are able to plan production capacity for anticipated 
domestic consumption, which will thus not lead to product (especially extrusion) shortages. 
 
5.3 Cement 
 
Overall PPI increased by 14% between 12/2004 and 12/2006.  Cement PPI16 increases 
between 2004 and 2006 were: Retail Cement (4% above the overall PPI increase), and 
Ordinary and Extended Cement (2% above the overall PPI increase).  The current 50% 
cumulative growth in cement demand over the past five years was not projected by the 
cement industry, given the average annual historical growth rates of 2% between 1971 and 
2001.   
 
Current installed cement capacity of the four major cement producers NPC, PPC, Holcim and 
Lafarge including independent 3rd party blenders was approximately 14.8mt in 2006 and 
significant new capacity is currently either under construction or at various stages of 
implementation to increase domestic availability of cement from 14,8mt/y in 2006 to 21,4mt/y 
in 2011 and to thereafter potentially increase this capacity further to 25,4mt/y by 2016.  
 
Industry has indicated that additional investment during the period 2012 to 2016 will depend 
on sustainable and profitable market growth, since investment in new/expansion projects 
have long lead times and are costly (typically in excess of R2.5 billion per 1mt/y green fields 
plant).  Industry has identified several key challenges that need to be addressed, particularly 
in the areas of skills availability and rail logistics, which are considered both short and 
medium term challenges.   
 

                                                                                                                                            
13 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
14 Statistics South Africa, www.statssa.gov.za 
15 Assumes reserve factor for increased domestic market demand and/or substitution of imports by 
domestic production, thus investment from 2012, if not investment is only required from 2014 
16 Statistics South Africa, www.statssa.gov.za 
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Expectations are that cement will continue to be imported to meet any shortfalls that may 
arise currently and in the future, but will be dependent on the exchange rate and destined 
primarily to coastal regions, given the logistics challenges of transporting cement. 
 
5.4 Concrete Products 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Cement and concrete 
product PPI17 increases between 2004 and 2006 were: Cement Building Blocks (10% above 
the overall PPI increase), Fibre Cement Roof Sheets (13%), Concrete Pipes (13%), and 
Concrete Roof Tiles (1%). The concrete product manufacturers do not foresee any difficulties 
regarding the domestic availability of concrete products from their production facilities, 
provided the critical input materials (cement and aggregate) are available and accessible.   
 
Domestic availability of paving, roof tiles, masonry, floor slabs, retaining blocks and concrete 
infrastructure products are all expected to increase from by an average of 9% from 2006 to 
2008 thereafter remaining constant up-to 2010.  These increases are expected to be as 
follows: from 16 million m² in 2006 to 19 million m² in 2008 for paving; from 205 million in 
2006 to 243 million in 2008 for roof tiles; from 4 billion BEQ in 2006 to 4.75 billion BEQ in 
2008 for masonry; from 1.6 million m² in 2006 to 1.9 million m² in 2008 for floor slabs; from 0.5 
million m² in 2006 to 0.594 million m² in 2008 for retaining blocks and from 385kt in 2006 to 
457kt in 2008 for concrete infrastructure products. 
 
Investment in concrete product manufacturing capacity is also increasing (according to the 
CMA) in-line with the current growth in demand, however, these capacity expansions are 
more capital than labour intensive, with labour intensive job creation potential existing 
downstream in concrete product installation. 
 
5.5 Ready-mix Concrete 
 
The ready-mix channel concrete industry has experienced rapid growth of 17%18 over the 
past 5 years arising from the increased levels of construction activity.  The industry foresees 
potential for future plant and logistics expansion, however this expansion will not be labour 
intensive given the automated nature of these plants.  Jobs will be created in the logistics 
component of the business as the need for trained and experienced truck drivers’ increases. 
 
Projected domestic availability of ready-mix concrete is expected to rise from 7.92mt in 2006 
to 15.94mt in 2016, with an average annual growth rate of 6.2% expected between 2007 and 
2011, thereafter increasing to an average annual growth rate of 7.6% between 2012 and 
2016.  SARMA also expects the fleet size to increase from 1583 carrier units in 2006 to 3589 
carrier units in 2016 to facilitate the logistics distribution of ready-mix concrete. 
 
The industry does not anticipate any difficulties regarding the domestic availability of ready-
mix concrete, but have raised concerns relating to the current limited availability of raw 
materials including cement, extenders and aggregates coupled with increasing traffic 
congestion, which is impeding operational efficiency. 
 
5.6 Clay Bricks 
 
Overall PPI increased 14% between 12/2004 and 12/2006.  Clay brick PPI19 increases 
between 2004 and 2006 were: Stock Bricks (12% above the overall PPI) and Face Bricks (9% 
above the overall PPI).  The clay brick industry has thus far coped with the upswing in 
demand, but also recognise the need for further capacity expansion, which is likely to favour 
job creation in rural communities.  The industry has also taken an opportunistic stance in 

                                                 
17 Statistics South Africa, www.statssa.gov.za 
18 According to SARMA 
19 Statistics South Africa, www.statssa.gov.za 
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promoting clay bricks at a time when cement shortages have constrained the availability of 
concrete blocks, and has further recommended the use of clay bricks for low cost housing.   
 
Some of the challenges facing the industry include increasing product transportation costs 
and the availability and accessibility of coal inputs.  Investment impediments include 
regulatory compliance challenges and the perceived absence of specific investment 
incentives, however, domestic availability through increased production capacity is expected 
to grow at an average annual rate of 3% from 4.892 billion BEQ in 2006 to 6.575 billion BEQ 
in 2016. 
 
5.7 Timber 
 
Timber PPI20 has increased between 12/2004 and 12/2006, with the most notable being Flush 
Doors at 3% above the overall PPI increase of 14%.  Over the decade 1994 to 2003, sawn 
timber sales have doubled to 2,549 thousand m3 in 2003 and demand for sawn timber 
continues to exceed projections.  The projected domestic availability of sawn timber is 
dependent on the plantation yield rate and mill recoveries from sawlogs.  It has been 
estimated that at a conservative annual average demand growth rate of 2.5% per annum, that 
the demand for sawlogs in 2033 will be approximately 10.04 million m3.  The projected 
domestic availability of sawlogs, however, is expected to result in a consistent supply 
shortage over the next 30years averaging 38% per annum. 
 
This sawlog shortage is primarily due to sub-optimal and reduced sawlog plantations arising 
from State Forest Restructuring, associated Government policies and increasing levels of 
domestic demand.  The industry have sought to reduce shortages through increased 
plantation yields, increased mill recoveries and improved forest protection, however these 
have had a limited impact on reducing the current and projected shortages.  It is thus 
inevitable that sawlog and/or sawn timber imports are required as a short to medium-term 
intervention to supplement current production, in meeting rising demand for timber products. 
 
Investment in afforestation needs to take place to ensure long-term domestic availability of 
sawlogs.  It has been estimated that to meet the projected sawlog demand of 10,038 
thousand m³ in 2033 based on a plantation yield factor of 16,2m³/ha/p.a, that approximately 
620,000 hectares needs to be planted to pine sawlogs, which represents an additional 
236,266 hectares over the next 30 years (8,000 hectares per annum).  This presents unique 
challenges due to appropriate land availability, competitive challenges (relating to returns on 
investment over 30years), finance and access to suitable incentives, and it is therefore 
unlikely that afforestation of this magnitude will be achieved. 
 
South Africa is therefore facing a growing imbalance between the demand and supply 
position of construction and industrial timber, which does not bode well for the industry’s 
ability to meet escalating infrastructure input requirements and is thus, likely to become an 
importer, rather than an exporter of sawn timber.  In view of shortages, sawlog prices and 
sawn timber prices are also likely to rise leading to further concerns around import parity 
pricing of locally produced timber.   
 
5.8 Float Glass 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Float Glass PPI21 has 
changed between 2004 and 2006, with the most notable being an increase of 15% for Glass 
for the Building industry (Cut to Size) and a “decrease” of 15% for Glass for the Building 
Industry.  The float glass industry does not foresee any difficulties regarding the domestic 
availability of float glass products to support general building, construction and infrastructure 
growth.  The domestic availability of float glass products including clear, bronze and grey as 

                                                 
20 Statistics South Africa, www.statssa.gov.za 
21 Statistics South Africa, www.statssa.gov.za 
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well as coated float products is expected to increase at an average annual growth rate of 
5.2% from 195kt in 2006 to 325kt in 2016.  
 
The commissioning of the second float glass facility will bring additional capacity on-line in 
April 2007, and any further shortfalls will be supplied through product specific imports.  
Industry has confirmed that an additional float glass line expansion is a distinct possibility, if 
demand growth outperforms current expectations on a sustainable basis. 
 
5.9 Plastic Pipes 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Plastic Pipe PPI22 has 
increased between 2004 and 2006, with the most notable being an increase of 8% for PVC 
pipe.  The plastic pipe industry does not foresee any difficulties regarding the domestic 
availability of plastic pipe products to support general building, construction and infrastructure 
growth.  Continuous and incremental capacity expansion coupled with line process 
improvements will lead to further increases in plastic pipe domestic availability.  Industry has, 
however, raised concerns relating to the import of plastic pipe, which impacts on installed 
capacity and employment.   
 
Domestic availability of PVC pipe is expected to increase from 114kt in 2006 to 168kt in 2016 
representing an average annual increase of 3.9% and HDPE pipe is expected to increase 
from 26.5kt in 2006 to 57.6kt in 2016 representing an average annual increase of 8.1%. 
 
5.10 Aggregate and Sand 
 
Aggregate and Sand PPI23 increased by 10% above the overall PPI of 14% between 12/2004 
and 12/2006, while sand PPI increased by 2% during the same period.  The aggregate and 
sand industry has seen recent growth driven by strong macroeconomic performance and an 
increase in construction activity.  The local aggregate industry is highly fragmented and it is 
estimated that there are over 1,000 quarries operated by more than 300 companies in South 
Africa, however only about half of the total industry sales are reported to the DME.   
 
Poor aggregate and sand industry regulation and management of permitted reserves have 
been cited as impediments to responsible growth and environmental management of 
aggregate resources.  BEE (relating to mixed messages from the DME) and poor facilities 
maintenance (crusher plants etc.) have also been raised as impediments towards growth and 
increased operational efficiencies. 
 
The domestic availability of aggregate and sand, which is ultimately linked to cementitious 
sales is expected to continue on a growth trajectory before receding slightly in 2011 and 
2012.  Projected domestic availability is expected to increase from 114.1mt in 2007 to 
120.2mt in 2010 representing an annual average growth rate of 1.75% (primarily expected to 
be driven from investments in additional capacity expansions of existing operations of 
approximately R200 million annually over the next 3-5 years), and to continue with the growth 
trend to 134.2mt by 2016, thus representing an annual average increase of 3.16% between 
2012 and 2016.  
 
The industry does not anticipate any difficulties regarding the domestic availability of 
aggregate and sand, but have raised concerns relating to industry regulation and demand 
certainty as being central to promoting growth and development. 
 
5.11 Bitumen 
 
There are 4 oil refineries that produce bitumen from refined crude oil residue.  Domestic and 
export bitumen sales in 2006 were 308kt and 164kt respectively, with approximately 90% of 
                                                 
22 Statistics South Africa, www.statssa.gov.za 
23 Statistics South Africa, www.statssa.gov.za 
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local sales arising from Government demand for road and runway projects.  Bitumen imports 
are costly due to the need for handling bitumen in hot bulk, and requires additional investment 
in dockside tanks and support logistics.   
 
Supply challenges affecting domestic bitumen availability include: scheduling of shutdowns, 
limited storage and loading capacity, “cleaner fuels” legislative concerns and the potential 
future product rationalization of NATREF’s operations (to produce fuel only rather than 
bitumen periodically). 
 
Domestic availability over the next 12months is expected to lead to a shortfall of 
approximately 20kt, due to unforeseen supply problems at SAPREF and NATREF, coupled 
with planned plant shutdowns.  The 4 refineries have a potential total bitumen processing 
capacity of 725ktpa (assuming there is sufficient storage capacity and loading facilities in 
place to dispatch bitumen) and there may therefore not be a need for expansion over the 
medium term from 2007 to 2010 as there is spare capacity of 253ktpa, provided the annual 
average domestic growth of bitumen over this period does not exceed 16.2%.   
 
Over the long term there will be a need for further investment in bitumen distillation, blending 
and dispatch facilities at all refineries and improved optimization of surplus production 
capacity for bitumen exports, to cope with demand primarily from Government infrastructure 
projects. 
 
5.12 Capital Equipment 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Civil Engineering plant 
(capital equipment) PPI24 has increased 10% between 2004 and 2006.  Demand for mass 
(escavators as opposed to niche trucks) yellow metal equipment internationally has been 
driven by growth and infrastructure development in India and China with reduced demand in 
North America.   
 
Supply challenges facing the local industry include shortages relating to material inputs, skills 
inputs and access to competitive EXIM and pre-shipment financial products.   
 
The increasing trend of imports also affects the sustainability of domestic production, job 
retention and job creation.  Investment, local value add and job creation potential is high, 
however these will be dependant on economies of scale driven low cost production, 
complemented by globally competitive capital equipment sector industrial incentives and 
reasonable working capital financing costs.   
 
Domestic availability has been projected under the assumption that there will be sustained 
levels of demand in South Africa complemented by relatively reasonable access to imported 
products.  Domestic availability of all categories of capital equipment that have been 
analysed, including earthmoving equipment, draglines/buckets and construction equipment, 
indicate an increasing trend from 2006 to 2010 and stabilizing thereafter.  The estimated 
increased demand could provide a unique window of opportunity for the creation of a 
sustainable and viable local capital equipment industry. 
 
Industry has indicated that the domestic availability of ADT’s, draglines/buckets, concrete 
mixers and plate compactors will be biased toward local production, whereas TLB’s, FEL’s 
and dumpers will continue to be more dependent on imports.  Industry has not raised any 
concerns relating to the domestic availability of capital equipment (yellow metal), and it would 
appear that whatever cannot be sourced in South Africa will be imported and this is likely to 
be very product specific.   
 
 
 

                                                 
24 Statistics South Africa, www.statssa.gov.za 
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5.13 Road Transportation 
 
The success of South Africa’s infrastructure growth challenges will be dependent on the 
ability of the logistics infrastructure and in particular transportation to cope with demands 
placed on it.  Freight has been increasingly moved from rail to road due to speed, reliability, 
reduced double handling and reduced pilferage, breakages and losses, however this trend 
further entrenches structural inefficiencies, road deterioration and heavy vehicle traffic 
congestion that are unsustainable over the long term. 
 
Currently road freight costs are competitive to rail in relation to the services and benefits 
offered, however, should Government decide to implement a user pays system, to recover 
costs associated with road damages, environmental and social (accident) costs, road freight 
costs could increase substantially.   
 
Transportation corridors are increasing in road freight density, especially the Gauteng – 
Durban and Gauteng – Cape Town corridors and would need to be monitored regarding the 
movement of infrastructure inputs.  Freight movements along these corridors will need to 
move to rail within the medium to long-term, however this will be dependant on Spoornet’s 
transformation and recapitalisation plan and the availability of appropriate inter-modal 
interfaces, modern infrastructure facilities and security at transportation nodes.   
 
Freight volumes travelling by all modes will also have to be suppressed during the period of 
the 2010 FIFA World CupTM and are expected to have a considerable impact on warehousing, 
materials storage systems and operating hours, that could adversely affected ongoing Eskom, 
Transnet, roads infrastructure, Gautrain, housing and dam infrastructure projects, if proactive 
plans are not developed and implemented. 
 
Internationally road transportation is under exceeding pressure because of road deterioration 
congestion, pollution and expensive fuel supplies, with the US having moved to the user pays 
system for large commercial vehicles (over 36 tons). In South Africa, the road freight industry 
continues to grow significantly with projections for a 6-7% annual growth rate.  Infrastructure 
inputs, such as cement, are also being moved to road resulting in a 10% annual growth rate 
in 2006. 
 
Several generic challenges affect the road freight industry including: congestion, poor road 
infrastructure, inconsistent weighbridge tolerances and thresholds, access to vehicle asset 
finance, hijacking, HIV/AIDs, shortages of experienced drivers, inadequate and unsafe 
roadside rest and parking facilities, and operating conditions.  From a construction 
perspective, the road freight industry have sited specific challenges relating to: the lack of 
information on infrastructure projects and materials movement to inform operations planning 
and capacity expansion, delays at construction sites, vehicle damage at construction sites (a 
high risk environment), high insurance costs and low transport rates for operators engaged in 
this environment. 
 
The road freight industry has expressed concerns regarding further investment in increasing 
fleet sizes, indicating that the potential for road freight vehicle investment would be informed 
by the availability of work and the sustainability thereof, since an increased asset base 
ultimately translates to increased operating risk.   
 
There are therefore several challenges that seem to plague the road transportation industry, 
which currently provides an important service for the movement of infrastructure inputs.  An 
urgent need therefore exists for the collection of accurate information surrounding the 
movement of infrastructure inputs to inform an integrated logistics strategy for the 
infrastructure inputs sector.  What is abundantly evident however, is the urgent need for a 
cost effective and reliable rail transportation service through Spoornet’s accelerated 
transformation and recapitalisation plan to move certain “rail-friendly” cargo back onto rail. 
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5.14 Skills  
 
The skills shortage has been well acknowledged by Government and industry, and moving 
forward, the skills deficit appears to be on a path where demand will continue to outstrip 
supply as a result of the substantial growth in infrastructure investment. 
  
The step change in announced (2005 and 2006) private sector projects will result in additional 
skills requirements, the precise nature of which is beyond the scope of this study.  
Government initiated projects also suggest a significant number of small (by value) municipal, 
provincial and national projects that will require more skills spread over several projects rather 
than a concentration of skills in fewer large projects.  Public corporations are expected to 
rollout a limited number of overlapping large projects, in addition to several other concurrent 
stadium, Gautrain, airport, dam, housing and national roads projects, however, the skills 
requirement for each of these projects is expected to be in the order of 10’s for professionals 
and 100’s for artisans, with only Eskom requiring about 2,000 artisans at peak for each of its 
new power-station projects. 
 
Skills demand in the civil engineering industry has led to a rapid increase in employment to 
107,000 employees in 2006 (13% higher than in 2005), further stimulated by strong optimism 
in the future outlook with the sector having recorded a confidence index of 98/100 in 
December 2006, however the industry has indicated that a skills crises does exist to the 
extent that it takes longer to source skilled workers, with the surge in skills demand resulting 
in a 30% premium to retain existing critical staff. 
 
The issue of skills supply is rather complex, requiring several integrated interventions that 
also impact on the skills pipeline.  The cidb, has indicated that certain systemic issues need 
to be addressed including input issues (matric pass rates etc.), institutional issues (alignment 
between theoretical training and apprenticeships), quality and relevance of qualifications and 
experiential learning. 
 
JIPSA has also proposed a programme of action to increase artisan supply by 50,000 in 4 
years and in essence the programme focuses on increasing throughput.  To achieve this, 
several critical success factors are currently being addressed including the formal acceptance 
and agreement on requirements for the 16 priority trades, alignment between training 
pathways, recognition and support for employer led interventions and the development of a 
business plan. Although the initiative will seek to minimise the projected skills deficit, JIPSA 
projections indicate that there will still be a shortage of some 29,400 artisans in 2012. 
 
Given the need for professional skills, JIPSA has also proposed a programme to increase the 
throughput of EBEPTT’s through focused interventions to improve intake selection, provide 
academic support (bridging secondary education shortcomings), providing academic 
development and pre-entry support.  Infrastructure investment, an increase in staff capacity 
and student bursaries also forms part of this holistic package.  JIPSA has also proposed that 
the process from graduation to professional registration needs to be addressed through 
workplace experience and technical, management and business training under mentorship 
and supervision.  The plan will reduce the skills shortage, however JIPSA figures still suggest 
a shortage of 30,400 technicians and 22,800 engineers in 2012 under the best-case scenario. 
 
The construction industry has also recognised the need to secure skilled human resources 
and are implementing strategic plans to identify, educate, train and develop new entrants, in 
addition to proactively developing a long-term pipeline of leadership talent.  Retention of 
scarce and critical skills is also receiving priority attention, as it is a cost effective option. 
 
Notwithstanding the aforementioned interventions by Government and the private sector, 
Government has also recognised the need to import scarce and critical skills as a short-term 
intervention to support South Africa’s developmental agenda, through the relaxation of work 
permit regulations, and has announced the immediate availability of 34,825 quota work 
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permits in 53 skills categories for 2007/08.  Approximately a third of these quota work permits 
will benefit the construction and infrastructure inputs sectors directly and indirectly. 
 
The current skills shortage will thus require an intensive transient strategic approach focusing 
on the importation of scarce and critical skills in the short term coupled with the accelerated 
throughput of graduates, diplomats and technicians in the medium term with a strong 
emphasis on experiential learning in conjunction with the private sector and SOE’s. 
 
6. Observations/Considerations  
 
Several observations have arisen from the consultation and research processes including: 
 
Escalating tender prices resulting from increasing infrastructure input costs and 
insufficiently detailed tender contracts, thus suggesting the need for broad economy of scale 
cost guidelines and standardised procurement processes. 
 
Vertical integration of construction companies to secure upstream infrastructure inputs, 
and to offset cyclical industry risks.  Naledi25 has indicated that: “Given the soaring materials 
prices, the vertical integration of the largest contracting companies could give Government 
pause (as) in effect the state was paying historically high prices for tenders to contractors who 
then obtained from affiliated companies materials that were also going up in price”.  It has 
also been found that by the mid 2000’s, materials-producing subsidiaries (of large 
construction companies) were generally more profitable that the actual contracting business 
and for the largest construction companies (Aveng and Murray and Roberts), production of 
inputs accounted for some two fifths of their turnover and the bulk of their profits in 200626.  
This phenomenon may therefore need to be thoroughly evaluated to ensure a fair, accessible 
and competitive market environment for construction materials inputs.   
 
Shift in focus of construction companies from residential construction to more lucrative 
infrastructure development tendered contracts, which could present significant challenges to 
housing developments. 
 
Contracting Capacity is limited and according to the cidb, grade 7,8 and 9 contractors are 
faced with skills challenges to execute infrastructure projects.  Apart from skills challenges, 
contracting capacity challenges could potentially result in project delays, deteriorating quality 
and possibly even deteriorating health and safety standards.  The challenge, however also 
presents unique opportunities for the sector to consolidate scarce resources and develop 
contracting economies of scale, which will encourage efficiency, skills transfer and above all 
ensure adherence to prescribed standards. 
 
Environmental Impact Assessment backlogs and delays are seen to be contributing to 
delayed supply-side capacity expansions and investments within the Cement and Clay Brick 
Industries, with a need to optimise the EIA business process and further increase official 
capacity, without compromising on the strategic value of the EIA process and its outcomes.   
 
Downstream challenges including the shortage of metal fabricators and artisan skills 
present a greater concern than infrastructure materials supply, with the need to evaluate 
intensive supplier development and the phasing of large infrastructure projects. 
 
The need for improved collation and diffusion of infrastructure inputs, construction 
and infrastructure development information to inform infrastructure inputs capacity 
expansion planning and infrastructure project planning and execution. 
 
 
 
 
 
                                                 
25 National Labour and Economic Development Institute., 2007: The Construction Sector – An analysis 
of its contribution to economic growth, employment and poverty reduction in SA, March 2007, p 52 
26 National Labour and Economic Development Institute., 2007: The Construction Sector – An analysis 
of its contribution to economic growth, employment and poverty reduction in SA, March 2007, p 53 
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7. Infrastructure Inputs Conference 
 
The findings of the research report were also presented to stakeholders from Government, 
Industry and Labour to communicate projected trends in infrastructure inputs demand, 
(confirm) identified challenges and identify additional challenges and establish processes to 
address them.  
 
Several cross-cutting issues were identified or emphasised which included: 
 

• The need for a transport (logistics) strategy especially in congested regions 
• Regular demand projections: These should be embraced within an appropriate 

mechanism to include regional (spatial) dimensions, major private sector projects 
(where possible), appropriate level of aggregation and timing (frequency of data 
collection and dissemination) 

• Environmental Impact Assessments: The development of guidelines for sub-sectors 
• Improved regulatory framework for Quarries   
• Downstream Supply Development 
• Cost of retaining skills 
• Electricity Supply 
• Electricity disruptions 
• Standards normalisation 
• A mechanism to incorporate people that have skills but no qualifications 
• Lack of (insufficient) industry training 
• Low levels of experienced contracting and management capacity (critical skill) 
• Skills development and retention of drivers 
• Inadequate transport regulation enforcement 

 
8. Conclusion  
 
The purpose of this study was to assess the increase in public sector demand and trends in 
supply for key infrastructure inputs.  This has been established through broad research to 
generate demand projections of key public sector infrastructure inputs and industry supply 
capacity.  These demand and supply projections, however, cannot be directly compared to 
each other as no assessment of private sector demand for infrastructure projects has been 
undertaken, since this was beyond the scope of the study and not all the demand side 
projects have been assessed on the basis of infrastructure input projections. 
 
From the projected supply analysis of infrastructure material inputs, the most sensitive 
infrastructure material inputs that could present supply challenges are carbon steel products 
(peak of 656.4kt in 2008 strongly influenced by demand from Eskom), cement (peak of 1.5mt 
in 2009 driven by concurrent demand from Housing, Eskom, Gautrain, SANRAL and ACSA), 
timber (significant incremental demand driven by Housing budget allocations), aggregate and 
sand (peak in 2008 arising from Gautrain, Eskom, SANRAL, ACSA and Housing), and 
bitumen (peak in 2008 driven by SANRAL and Eskom).  
 
Industry has also indicated that there are no anticipated production and supply difficulties 
associated with Clay Bricks, Float Glass and Plastic Pipe (PVC), however, these 
infrastructure material categories registered some of the highest percentage PPI increases27 
between 2004 and 2006: Bricks Stock (26%), Bricks Face (23%), Glass for the Building 
Industry – cut to size (15%) and PVC Plastic Pipes (8%).    
 
A strategy to evaluate trade and investment opportunities to increase the supply of these 
critical infrastructure inputs is thus required to mitigate potential infrastructure inputs supply 
shortages and to ensure minimal disruption to critical infrastructure projects during these 
years.   
 
                                                 
27 Statistics South Africa, www.statssa.gov.za 
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Transportation of infrastructure inputs is currently biased in favour of road transportation, 
which has several limitations, and there is an urgent need to develop an optimised 
infrastructure inputs transportation strategy that is aligned to the DoT’s National Freight 
Logistics Strategy.   

 
Skills challenges are immediate and are expected to increase going forward, notwithstanding 
the initiatives from Government to increase education and training throughputs.  Government 
will also need to intervene further, given that the current JIPSA initiatives do not seem to be 
adequate to address the skills deficit, and may therefore need to consider facilitating the 
“bridging cost” of skills development in partnership with the private sector over the short to 
medium term against the “risk of escalating skills costs (due to shortages) and delayed critical 
infrastructure projects” over the medium to long term.  Further initiatives from the private 
sector to improve training and skills development will also be required, complemented by a 
comprehensive and integrated skills development strategy for the infrastructure inputs sector.  
 
9. Recommendations  
 
Some of the possible mechanisms to address the demand and supply side challenges could 
include: 
 
Demand Side Monitoring: as a proactive information system to predict transient demand 
side peaks and provide regular information on planned projects and their respective input 
needs  
 
Demand Side Management: to critically assess the potential phasing of certain large 
Government infrastructure projects, thus ensuring minimum delays on critical projects 
 
Standardisation of Government Tenders: to improve the overall efficiency of the tendering 
process and minimise perceived tendering risks by service providers  
 
Supply Side Monitoring: as a proactive tool to predict potential supply-side limitations and to 
investigate possible trade and investment solutions 
 
Skills Development: In addition to support for the respective JIPSA initiatives, additional 
benefit could be derived through building additional capacity at the Construction Education 
and Training Authority 
 
Transportation:  The development of an integrated transportation strategy by the DoT that 
addresses congestion issues, the promotion of rail (as a mode of preference) and improved 
information regarding infrastructure inputs transportation patterns to inform DoT planning  
 
Regulatory:  The development of clearer guidelines and an optimised EIA business process 
for both private suppliers and local and provincial governments on timeframes and information 
requirements 
 
Development of an Infrastructure Inputs Cluster Sector Strategy: to address the 
immediate supply-side limitations in the short-term and to address systemic limitations of the 
infrastructure inputs industry over the medium to long term.  The focal areas of the strategy 
could include: (1) Industry collaboration (incorporating materials and transportation 
strategies), (2) Policy interventions and (3) Integrated skills development 
 
Further research is recommended in the following areas, to improve the knowledge base 
relating to infrastructure inputs: 
 

• The impact of vertical integration in the construction industry on the supply of 
infrastructure inputs 
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• The collective assessment and impact of all known public and private sector skills (as 
an Infrastructure input) development initiatives  
 

• The collection of accurate information surrounding the movement and transportation 
of infrastructure inputs to inform an integrated logistics strategy for the infrastructure 
inputs sector that is aligned to the DoT’s National Freight Logistics Strategy 
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Section 1 - Introduction  
 

1.1 Background 
 
In order for the South African Government to achieve its social objective to halve poverty and 
unemployment by 2014, Government’s investigations supported by some independent 
research have indicated that the Gross Domestic Product (GDP) growth rate needed is 
around 5% (per annum) on average between 2004 and 201428.   
 
Through a realistic assessment of the capabilities of the economy within the context of the 
international environment, Government elected to set a two-phase GDP growth target: a GDP 
growth rate that averages 4.5% (per annum) or higher between 2005 and 2009 and a GDP 
growth rate that averages at least 6% (per annum) or higher between 2010 and 201429. 
 
Over and above these growth rates, the social objectives of Government requires the 
improvement of the domestic economic environment and opportunities for increased labour 
absorbing activities to ensure wider sharing of the accelerated GDP growth rate, in a way that 
seeks to drive poverty as close as possible to being eliminated and reduces the severe 
inequalities within South Africa.  This is collectively referred to as the Accelerated and Shared 
Growth Initiative for South Africa (Asgi-SA). 
 
As a recognised instrument toward stimulating and promoting the GDP growth rate, 
Government has already embarked on several Public Sector investment programmes, which 
have risen in recent years to above 6% of GDP, however, in order to reduce the backlog in 
public infrastructure, public sector investment needs to increase to around 8% of GDP. 
 
The substantial increase in public sector infrastructure investment expenditure, estimated to 
amount to R415,8 billion30 over the medium term (for the period from 2007/08 to 2009/10), 
which is a key driver of Asgi-SA, will primarily take the form of construction within the 
following main areas31: 
 

• Eskom     
• Transnet 
• Gautrain 
• Preparations for the 2010 FIFA World CupTM 
• Coega Industrial Development Zone 
• Roads and Airports Infrastructure 
• Expanded provision of Housing 
• Municipal and Provincial Infrastructure  
• Other investment by National Departments 

 
The proposed increase in investment will substantially expand the demand for infrastructure 
inputs including: construction materials, transport and capital equipment plus design, 
engineering and artisans’ skills.  Consequently, if the demand is not adequately anticipated, 
the result could be shortages, price spikes and delays in infrastructure completion.  

 
The risk of shortages is particularly acute given that the upswing in the international economy 
may make it difficult to obtain affordable imports if local supply fails.  

 
 

                                                 
28 The Presidency., 2006: Asgi-SA overview, p 2 
29 The Presidency., 2006: Asgi-SA overview, p 2 
30 National Treasury., 2007: Budget Review, p 45 
31 This is not intended to be an exhaustive list, but was established as the basis of a starting point for the 
development of the Infrastructure Inputs Sector Strategy Proposal demand-side perspective 
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Shortfalls in supply could arise due to: 
 
1. A failure to anticipate the aggregate impact of the public projects on the demand 

for infrastructure inputs, or to phase the projects in a manner that would seek to 
avoid unnecessary infrastructure inputs demand spikes 

2. Supply rigidities that could be addressed sustainably and affordably through 
appropriate action by Government and other relevant stakeholders – for instance, 
a lack of start-up capital, transport issues, regulatory problems, etc. 
 

1.2 Scope  
 

This Infrastructure Inputs Sector Strategy Proposal aims to: 
 
1. Assess the increase in Public Sector demand and trends in local and where 

appropriate international supply for key infrastructure inputs 
2. Bring together the main stakeholders to communicate the projected trends in 

infrastructure inputs demand, identify challenges, and set up processes to 
address them 

3. Form the basis for work at the level of specific infrastructure input industries, if 
required, to address identified challenges 

 

1.3 Approach 
 

The Infrastructure Inputs Sector Strategy Proposal commenced with broad research to 
forecast Public Sector infrastructure input demand, with annual projections over the next ten 
years (from 2007 to 2016) and where possible to identify potential challenges in supply of 
infrastructure inputs.   

   
The broad research, which provides as much information that could be collected within a 
relatively short timeframe (2 months) rather than providing highly detailed projections, would 
then be used to stimulate discussion amongst Government and Industry stakeholders, 
through the following mechanisms:  

 
1. A meeting of relevant Government stakeholders to alert participants to potential 

problems and provide an opportunity to refine the report 
2. A conference with business and organised labour to communicate the research 

findings and develop stakeholder processes to address potential problems 
3. The publication of the Infrastructure Inputs Sector Strategy Proposal with the 

appropriate media coverage to improve information dissemination to Government 
Stakeholders and Industry Producers 

 

1.4 Research Method and Limitations 
 
The research methodology for the Project comprised: 

 
1. Discussions and consultation with identified relevant Government and Industry 

stakeholders 
2. Primary and secondary information research 

 
The research was divided into quantitative and qualitative aspects to promote an 
understanding of critical challenges and success factors that would influence the demand for 
and supply of infrastructure inputs (construction materials, transport services, capital 
equipment and skills), to enable the implementation of significant Public Sector Infrastructure 
projects. 
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From the Demand perspective, Government, Parastatals and Agencies of Government that 
included Eskom, Transnet, Department of Housing, Gauteng Provincial Government 
(Gautrain), Coega Development Corporation, ACSA, SANRAL etc. were requested to: 
 
Quantitative: 
 

1. Provide quantitative annual expected demand capacity profiles for infrastructure 
inputs (consolidated for specific project categories) 

2. Include assumptions and prioritisations made for the high level projections 
 
Qualitative: 
 

1. Indicate potential supply sensitivities and/or dependencies that are anticipated for 
specific infrastructure inputs  

2. Indicate possible solutions and/or recommendations to address potential 
infrastructure inputs supply bottlenecks 

 
From the Supply perspective, Industry Bodies, Institutions and Associations representing the 
relevant infrastructure input producers (and suppliers) of steel, cement and cement products, 
clay bricks, timber, float glass, plastic pipes, aggregate, concrete, bitumen, transportation 
services and capital equipment were requested to:  
 
Quantitative: 
 

1. Provide quantitative annual expected supply capacity profiles for infrastructure 
inputs (consolidated for specific product categories) 

2. Include assumptions and prioritisations made for the high level projections 
 

Qualitative: 
 

1. Indicate infrastructure inputs supply challenges, sensitivities and dependencies 
2. Indicate potential solutions to identified supply challenges 
3. Provide an assessment of the impact of current and future infrastructure input 

imports 
4. Provide a high level overview of critical considerations impacting on investment in 

infrastructure input capacity expansion 
 

Due to the limited timeframe to effect broad consultation, research and analysis, the 
Infrastructure Inputs Sector Strategy Proposal sought to present high-level estimates of 
infrastructure inputs rather than detailed projections.  The short timeframe, also presented 
challenges to respondents to meet these timeframes and in most cases, deadlines were 
extended to allow for the submission of infrastructure input projections.  These submission 
delays unfortunately impacted on and led to the delayed analysis and consolidation of the 
research findings.   
 
Access to relevant stakeholders and the required information presented challenges, given the 
strategic and confidential nature of the information being sought.  In an attempt to mitigate 
information risks associated with specific infrastructure projects and Industry production 
capacity projections, consolidated information was elicited and have been presented (where 
possible).   
 
Availability of the relevant information also presented challenges, as certain infrastructure 
projects have not yet reached the design stage, which impacted on estimations of bills of 
materials.  In such cases, where reasonably appropriate, the respondents were requested to 
base estimates on historical data.   
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Section 2 – Macro Economic Overview 
 

2.1 GFCF and GDP growth 
 
South Africa’s economy grew at 5.1% and 4.9% in 2005 and 2006 respectively, and is 
projected to grow at 4.8%32 in 2007.  This growth trend is also expected to maintain 
momentum and even strengthen over the medium term (for the period from 2007/08 to 
2009/10) where GDP growth is expected to reach 5.1% and 5.4% in 2008 and 2009 
respectively33.  The current GDP growth trends and projections meet and even exceed the 
aspirational targets of Asgi-SA34. 
 
These levels of sustained growth have been enabled, in part, by significant modernisation and 
restructuring of the economy together with a commitment from Government and State Owned 
Enterprises to expand infrastructure. 
 
Gross Fixed Capital Formation, which has been on a growth trend has also gained further 
momentum during 2006 and lifted the ratio of GFCF to GDP to almost 19%, which is the 
highest it has ever been since 1990.  All main institutional groupings including general 
Government, public corporations and the private sector have recorded rising fixed investment 
spending, however the strongest growth in the 3rd quarter of 2006 was registered by the 
public corporations, especially Transnet35. 
 

Real GDP Growth and GFCF as % of GDP
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Source: SARB 

Figure 1: Real GDP Growth and GFCF as % of GDP 

 
On average, the world invests 23%36 of its GDP in fixed assets and infrastructure, and it could 
therefore be argued that for economic and per capita income growth to be sustainable, a 
country needs to maintain average annual spending on fixed assets and infrastructure of at 
least 20% of its GDP.   

                                                 
32 National Treasury., 2007: Budget Review, p 21 
33 National Treasury., 2007: Budget Review, p 21 
34 The Presidency., 2006: Asgi-SA overview 2006, p 2 
35 SARB., 2006: Quarterly Bulletin -Dec 2006, p 2 
36 Aveng.,  2006: Annual Report 2006-Market Review, p 28 
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South Africa has not achieved this level over the past 20 years, however, it is Government’s 
stated intent that the level should increase from the current levels promoted by the average 
annual real growth in GFCF by general Government and public corporations as shown below: 
 

Fiscal Trends and Projections 
Calendar Year 2001 – 2005 2005 – 2009 
Average annual real growth in Gross Fixed Capital Formation 
 
General Government 

 
5.9% 

 
12.0% 

Public Corporations 13.1% 16.4% 
 

Source: 2007 Budget Review 

Table 1: Fiscal Trends and Projections – GFCF 

 
2.2 Contributions to GFCF 
 
To the extent that GFCF is expected to increase, it is noteworthy to now consider the relative 
historic contributions toward GFCF by the main institutional groupings including general 
Government, public corporations and the private sector. 
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Source: SARB Annual Economic Report 2005, SARB Quarterly Bulletin June 2006, cidb 

Figure 2: Contributions to GFCF 

 
Historically the significant contributor to GFCF growth has been the private sector, with 
private sector investment accounting for 72.6%37 of total investment in 2006, and this trend is 
expected to continue into the foreseeable future as the private sector responds to the 
increased demand conditions and Government’s infrastructure programme.   
 
 
 
                                                 
37 National Treasury., 2007: Budget Review, p 22 
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It is also observed that the growth in government infrastructure investment during the 1970’s 
and early 1980’s was followed by a period of negative growth with moderate recovery from 
2000 onwards.  Government is however set to increase investment growth over the medium 
term as it maintains its focus on service delivery and facilities provision through the extension 
and improvement of transportation links, provision of housing, water and sanitation, 
educational facilities, hospitals and clinics, roads, courts, police stations, correctional facilities 
and stadiums. 
 
Public Corporations have historically contributed the least toward real GFCF, but have 
embarked on significant recapitalisation projects to improve electricity generation, 
transmission and distribution capacity and increase the operating capacities of the national 
rail logistics, port and pipeline infrastructure.  These will be discussed in further detail under 
the infrastructure input demand projects. 
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Source: SARB Annual Economic Report 2005, SARB Quarterly Bulletin June 2006, cidb 

Figure 3: GFCF YoY changes 

 
The relative historical volatility in infrastructure investment, primarily from Public Corporations 
(fluctuations between –30% and +50%) has unfortunately not bode well for promoting 
sustainable industries to support periods of growth effectively, and perhaps is an indication of 
the planning cycles used to adjust installed capacity in accordance with the country’s growth 
requirements and accordingly could present the potential for refinement.   
 
As a consequence of the volatility, it could be that in some cases, skills and operational 
capacity have been reduced or lost due to periods of little or no investment in public 
corporation infrastructure relating to electricity generation, transmission and distribution or 
national logistics infrastructure (rail, ports, and pipelines).   
 
Infrastructure investment is a good catalyst for the promotion of industrial development, which 
could also support other related industrial projects, during periods of low public corporation 
infrastructure investment thus ensuring sustainable growth and should therefore be 
harnessed and developed during periods of high infrastructure investment, particularly the 
recent investments that have been announced by Eskom and Transnet. 
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2.3 GFCF growth trends 
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(seasonally adjusted annualised rates)

100

120

140

160

180

200

Q4-2002 Q2-2003 Q4-2003 Q2-2004 Q4-2004 Q2-2005 Q4-2005 Q2-2006

In
di

ce
s:

 2
00

0=
10

0

Total General Government
Public Corporations Private Sector

 
Source: SARB 

Figure 4: GFCF growth trends 

 
Infrastructure investments by public corporations increased sharply by 17.1% during the first 
nine months of 2006, resulting from capital expenditure and imports of machinery and 
equipment.  Growth in real GFCF by general Government also accelerated during the first 
three quarters of 2006, driven by fixed investment on the provincial and local Government 
levels focused on the construction and improvement of roads.  Private sector investment, 
which remains the driver of GFCF, grew at a stable pace of 12.4% over the same period. 
 

2.4 Growth in GFCF by type of asset  
 
The main asset types contributing to total GFCF include Residential buildings, Non-
Residential buildings, Construction works, Transport equipment, Machinery and other 
equipment and Transfer costs.   

GFCF by type of asset
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Figure 5: GFCF by Asset Type 
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The most significant contributor to Gross Fixed Capital Formation has been Machinery and 
Other Equipment followed by Construction works.  We now evaluate the trends for Residential 
buildings, Non-residential buildings and Construction works as they have an impact on 
infrastructure inputs. 

 
 

 
Source: SARB 

Figure 6: Residential Buildings Investment % change 

 
The residential building sector has achieved good growth since 2000, following a contraction 
in 1999, however, a cooling off period can now be expected over the medium term given the 
rising household debt levels and the recent interest rate increases.  This trend is supported by 
building materials trader Iliad, who believes that the residential building market is in for a “soft 
landing” with a slowing in the rate of growth, rather than a real decline38. 
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Figure 7: Non-Residential Buildings Investment % change 

 
According to Aveng39, the non-residential building sector has expanded briskly with the 
construction of new shopping malls and related infrastructure, complemented by a strong 

                                                 
38 Engineering News., 2007: Office, industrial and shopping-centre development may offset residential 
slowdown, 30 March 2007 
39 Aveng., 2006: Annual Report 2006-Market Review, p 32 
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demand for office and industrial space and seems set to maintain a longer term real growth 
resulting from the sustained development of institutional, commercial, retail, office and 
industrial complexes and buildings.  Building materials trader Iliad confirms this trend, and 
also emphasises concern over rising building material costs which Iliad’s CEO forecasts could 
rise as high as 14% in 2007. 
 
Office, industrial and shopping-centre development may offset residential slowdown 
Source: Engineering News 
Author: Terence Creamer 
Published: 30 Mar 07  
 
Building-materials trader Iliad believes the residential building market is in for a "soft landing", with a 
slowing in the rate of growth, rather than a real decline. In addition, it anticipates that the non-residential 
market will more than offset this slowdown in the short term, with market indicators showing an upward 
trend across the board. 
 
… office vacancies have fallen sharply over the last few years, while the number of building plans 
passed for new offices is beginning to rise. Similarly, there has been a sharp increase in the number of 
building plans passed for new shopping space, while there is still a serious undersupply in industrial and 
warehouse capacity. 
 
… But building-materials inflation also remains a concern, with (Iliad CEO) Patmore forecasting that it 
could reach as high as 14% in 2007, on the back of rising prices for timber, cement, copper piping and 
galvanised sheet. He shows that the prices of timber, bricks, cement building blocks, cement and 
galvanised sheet had already doubled between October 2000 and October 2006, while the price of 
copper pipe has risen four times during the same period. 
 
In addition, supplies are tight, particularly for cement, and Iliad, along with the rest of the building-
materials industry, is, thus, eagerly awaiting the outcome of quality tests on cement that could be 
imported from China. 
  
… "So even with the residential market slowdown, we are still forecasting solid growth for a sustained 
period," he concludes. 
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Figure 8: Construction Works % change 

 
Construction works embraces a number of value added work types including 
telecommunication infrastructure, water, sanitation, electricity infrastructure, ports, railway 
lines, roads and bridges.  With the current economic growth levels and the announced plans 
for infrastructure investment by Government and Public Corporations, which has provided the 
impetus for construction that grew at an average rate if 13.2%40 during the first nine months of 
2006, it is expected that the growth rate in construction works will continue to increase over 
the medium term before stabilising.   

                                                 
40 National Treasury., 2007: Budget Review, p 35 
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Extreme optimism toward the growth in construction works has also been expressed through 
the civil engineering industry confidence index41, further highlighting the bullishness of 
respondents increasing 15.37% over the 12 month period ending December 2006, with the 
index currently at 98 out of 100. 
 
A number of large projects including Gautrain, stadiums and infrastructure for the 2010 FIFA 
World CupTM, Durban’s new airport and related private sector investments are expected to 
sustain growth in the construction works sector over the medium term.   
 
The growth in large scale construction works has however lead to increased demand for 
limited infrastructure inputs, which has resulted in rising prices for construction materials.  
Limited skills availability will also impact on the Construction industry’s ability to take on the 
challenge.   
 
Competition in the market and the limited number of cidb accredited Grade 9 civil engineering 
contractors combined with relatively low barriers to entry have also seen the emergence of 
foreign, predominantly Chinese contractors, entering the marketplace with lower tender 
prices.  The construction industry and some clients (see article below) have also raised 
concerns over the influx of foreign contractors into the tender processes and quality.   
 
The big Chinese party  
Source: Moneyweb  
Author: Chris Buchanan 
Posted: Fri, 10 Nov 2006 07:00  
 
While some things cannot be made in China, like football stadiums and railway lines, they can still be 
made by the Chinese. 
 
Large Chinese companies, particularly in the construction sector are positioning themselves for the 
international stage and they're planning to cut their teeth in Africa. According to Martyn Davies, CEO of 
Emerging Market Focus, the Chinese are coming in, on average, 20% lower on tender in order to secure 
work in strategic areas on the continent. 
 
… He says that it's a matter of time before the Chinese become major players in the local market.  
"There are 38 companies in the process of obtaining approval - some already have the approval - to 
enter into the tender processes in South Africa." 
 
… "Chinese companies are interested in the energy sector, the commodities sector, construction and 
telecoms," says Davies. He also says they want to open African markets up to Chinese goods. 
 
… One concern is quality, which was the reaction of PPC, CEO John Gomersall talking on Moneyweb 
Radio. Gomersall said that PPC had received a tender from a Chinese company to build a new cement 
factory and found the technology to be out of date and did not include environmental monitoring 
equipment or software. He said certain projects in Botswana had been cheaper when built by the 
Chinese but ended up costing more because of add-ons. 
 
Davies is of the opinion that we should get over the fact that Chinese means a compromise in quality. 
"You can't make generic statements about quality when it comes to Chinese work," says Davies, "there 
are examples of good and bad and there is good quality control." 
 
Recent media reports have suggested that the local construction industry is not happy with the influx of 
Chinese companies into the tender process, expressing concerns about labour practises and local skills 
development. 
 
 
 

 
 
 
 
 

                                                 
41 SAFCEC., 2007: State of the Civil Industry, 1st Quarter 2007, p 5 
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Section 3 – GFCF Infrastructure Investment Pipeline 
 
GFCF is driven by infrastructure investments from the main institutional groupings including 
general government, public corporations and the private sector.  Each of these will be briefly 
unpacked to promote an understanding of the future combined infrastructure investment 
pipeline. 
 

3.1 General Government GFCF Pipeline 
 
In support of Asgi-SA, the public sector’s contribution to GFCF is expected to maintain an 
upward trend over the medium term.  This trend in infrastructure investment is driven by the 
need to modernise and improve crucial economic and social infrastructure.  Over the medium 
term, total infrastructure expenditure is estimated to amount to R415,842 billion and will be 
rolled out as follows: 
 

 2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10  
 
R million 

 
Notes 

   Revised 
Estimate 

 
Medium-term estimates 

National departments (1,2) 4 005 4 566 4 936 4 923 5 783 6 908 7 766 
Provincial departments (2) 18 729 19 955 22 535 26 591 35 383 41 561 42 203 
Municipalities  16 529 16 865 21 084 23 441 28 214 32 413 33 537 
Public private partnerships (3,4) 1 552 1 106 728 3 444 3 458 5 197 4 160 
Extra budgetary public 
entities 

 3 053 3 470 3 144 4 262 5 298 5 608 6 385 

General government  43 868 45 962 52 427 62 661 78 136 91 687 94 051 

State owned enterprises 
(SOE’s) 

 21 375 22 145 26 424 38 322 44 681 50 324 56 929 

Total  65 243 68 107 78 851 100 982 122 817 142 011 150 980 

Percentage of GDP  5.1% 4.8% 5.0% 5.8% 6.3% 6.6% 6.3% 
 
1. Transfers between spheres have been netted out 
2. Included maintenance of infrastructure assets 
3. Capital expenditure on PPP’s overseen by the Treasury PPP Unit, SA National Roads Agency,  

Department of Public Works and at municipal level 
4. PPP’s only reflect private sector contributions 

 
 

Source: 2007 Budget Review 

Table 2: 2007 MTEF infrastructure expenditure and estimates 

 
From the MTEF infrastructure expenditure and estimates, it is observed that general 
Government spending is primarily focused on provincial departments and municipalities.  
There is also an increasing trend of PPP investment driven by projects such as Gautrain, 
which form part of the 1743 PPP’s that are currently being implemented.   
 
Other significant PPP projects include the Department of Transport’s car fleet management 
agreement with seven participating departments, Inkosi Albert Luthuli hospital in Durban and 
the vaccine production PPP, which has commissioned formulation and quality-control facilities 
in Cape Town and Port Elizabeth. 
 
The total infrastructure investment contribution of general government and SOE’s (which are 
discussed below) indicates an increase to above 6% of GDP.  A dis-aggregation of key 
projects comprising 72,8% of public-sector infrastructure expenditure are presented in the 
table below. 
 
                                                 
42 National Treasury., 2007: Budget Review, p 45 
43 National Treasury., 2007: Budget Review, p 59 
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2003/04 2004/05 2005/06 2006/07 2007/08 2008/09 2009/10   
 
R million 

   Revised 
Estimate 

 
Medium-term estimates 

MTEF 
Total 

Water (DWAF, water 
boards, TCTA and 
municipal) 

4 609 4 296 5 627 7 808 8 395 9 098 9 758 27 250 

Sanitation (municipal and 
DWAF) 

1 565 1 368 2 297 2 926 3 028 3 180 3 339 9 546 

Electricity (Eskom and 
municipal) 

6 533 8 110 11 782 16 272 17 223 23 100 30 983 71 306 

Housing (housing 
developments) 

4 246 4 474 4 843 6 822 8 238 9 853 11 531 29 622 

Education (school buildings) 
 

1 918 2 148 2 453 3 127 3 393 3 984 4 183 11 560 

Health (hospitals and  
clinics) 

2 055 2 222 3 059 4 175 4 699 5 468 6 086 16 253 

Roads (SANRAL, provincial 
and municipal) 

11 089 10 998 13 299 15 743 18 740 20 806 22 618 62 164 

Rail (SARCC, Gautrain and 
Spoornet) 

2 245 2 147 4 959 12 900 15 973 15 857 14 258 46 088 

Ports (NPA and SAPO) 
 

1 589  2 221 2 843 3 667 7 122 5 623 3 808 16 553 

Justice (courts) 
 

258 270 318 268 405 443 501 1 349 

Police 
 

314 368 447 508 727 1 226 1 356 3 309 

Sport and Recreation (World 
Cup stadiums) 

   600 2 700 3 800 1 300 7 800 

Total 36 421 38 622 51 927 74 816 90642 102 437 109 721 302 801 
 

Source: 2007 Budget Review 

Table 3: Key capital/infrastructure expenditure estimates 

 
The key drivers of infrastructure expenditure over the MTEF will be in the following areas: 
 
Water budgets are projected to increase in support of new dam and pumped storage 
infrastructure.  Acceleration in infrastructure expenditure for electricity programmes are 
expected to increase new generation capacity and peak-power plants, strengthen power 
transmission networks and improve electricity distribution.  Substantially increased housing 
expenditure is expected to enable the construction of approximately 250,000 new houses a 
year for low-income families in 2009/10, to reduce the current housing backlogs, from the 
137,659 houses built in 2005/06,  
 
Social infrastructure expenditure is expected to improve educational facilities through the 
building of new schools and related infrastructure, and providing schools with sanitation 
facilities and water.  Healthcare infrastructure rollout is also set to continue under the hospital 
revitalisation programme and the upgrading of hospital infrastructure.  
 
Roads infrastructure expenditure will focus on the upgrading, rehabilitation and resealing of 
tarred roads, re-gravelling of roads and routine maintenance.  Significantly improved rail 
infrastructure budgets will be directed towards improving rolling stock and signalling 
equipment in support of the commuter rail turnaround strategy; the Gautrain high-speed 
commuter rail system; and the recapitalisation and renovation of Spoornet’s rolling stock and 
locomotives to further enhance the national logistics grid.    
 
Increased ports infrastructure capital expenditure over the medium term is expected to 
address harbour operations capacity challenges and improve port efficiency levels, which are 
currently constraining exports/imports growth and cargo turnaround times. 
 
Growth in capital allocations to sport and recreational facilities throughout the country, for the 
construction of new stadiums and the renovation of others, demonstrate government’s 
commitment to deliver and host a successful 2010 FIFA World CupTM. 
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The infrastructure expenditure trend (below) suggests an overall “s-curve” change in 
government infrastructure expenditure for key investment areas (including: water, electricity, 
housing, roads, rail and ports) stimulated by a sharp increase in 2006/07 from 2005/06, 
primarily resulting from increased investment allocations toward rail and electricity 
respectively.  Over the MTEF period government infrastructure expenditure in electricity is 
also expected to have the highest growth. 
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Figure 9: Government Infrastructure Expenditure 

 
In support of the social and economic policy objectives that inform budget allocations over the 
medium term, further additional appropriations for spending programmes and priorities have 
been made by Government.  These adjustments are highlighted below (only in respect of 
certain infrastructure projects), with the most prominent revised appropriation being that 
associated with the 2010 FIFA World CupTM. 
 

2007/08 2008/09 2009/10   
R million Medium-term adjustments Total 
Education and Health 
Hospitals and modernisation of tertiary services 

 
300 

 
700 

 
1 030 

 
2 030 

Community development 
Municipal infrastructure, transport and water schemes 
2010 FIFA World Cup stadiums and infrastructure 

 
1 808 
3 500 

 
2 575 
5 500 

 
3 041 
4 300 

 
7 424 

13 300 
Economic infrastructure and investment  
National roads and rail rehabilitation 
Provincial infrastructure 

 
550 
840 

 
800 

1 150 

 
1 806 
2 300 

 
3 156 
4 290 

Justice and Crime Prevention 
Correctional facilities and security systems 

 
953 

 
966 

 
1 011 

 
2 929 

 
Source: 2007 Budget Review 

Table 4: 2007 Budget priorities – additional MTEF allocations 

 
From the accelerated general Government expenditure projections and the substantial 
programmes discussed above, it is clearly evident that Government will be contributing 
significantly toward the demand for limited infrastructure inputs.   The infrastructure inputs 
requirements for each of the major government projects related to electricity, housing, roads, 
rail, ports, airports, health, education and stadiums are presented and analysed in Section 4 
(below). 
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3.2 Public Corporation GFCF Pipeline44 
 
Public corporation GFCF will take the form of capital expenditure programmes primarily 
related to Transnet and Eskom.  Part of the public corporation infrastructure investment will 
be financed through the capital markets, and both Transnet and Eskom will use their 
improved balance sheets to finance a proportion of their respective capital programmes from 
external borrowings. 
 
A brief overview of the magnitude of the public corporation capital expenditure pipeline is 
discussed below and further confirms that the public corporation GFCF expenditure profile 
over the medium term is substantial and has thus been included in Section 4 (below) for an 
analysis of the demand projections for infrastructure inputs. 
 
 
3.2.1 Transnet Infrastructure Investment 
 
Transnet’s infrastructure investment will target to expand ports and rail logistics capacity.  
These will include the expansion of the Sishen-to-Saldanha iron ore line and the Richards 
Bay coal line.   
 
Port efficiencies will also be improved through the container terminal expansion in Cape 
Town, a new container terminal at the Port of Ngqura (Port Elizabeth) and the expansion of 
Durban’s Pier 1 together with the widening of the Durban harbour entrance channel.    
 

2006/07 2007/08 2008/09 2009/10 2010/11 Total R million 
    

Spoornet 
 

7 253 6 991 6 822 5 367 5 038 31 471 

National Ports Authority 
 

1 964 4 353 4 268 3 395 4 044 18 024 

SA Port Operations 
 

1 703 2 769 1 355 413 326 6 566 

Petronet 
 

266 503 1 291 2 038 860 4 958 

Other 
 

554 596 715 840 965 3 670 

Total funded by Transnet 
 

11 740 15 212 14 451 12 053 11 233 64 689 

  
Source: 2006 Medium Term Budget Policy Statement45 

Table 5: Transnet capital expenditure 2006/07 – 2010/11 

 
3.2.2 Eskom Infrastructure Investment 
 
Eskom’s Infrastructure investment will be aimed towards improving electricity generation 
capacity to meet increasing demand.  These include the return-to-service stations at Camden, 
Grootvlei and Komati together with other generation projects including the open cycle gas 
turbine (OCGT) projects in Mossel Bay and Atlantis and the proposed new base-load coal 
fired power station.   
 
In order to improve transmission capacity, Eskom will complete the strengthening of the 
Western Cape Grid and erect an additional 1450 km of transmission lines to the Southern and 
Western Cape.   
 
Eskom will also allocate additional expenditure toward the refurbishment, strengthening and 
maintenance of the distribution network. 

                                                 
44 National Treasury., 2007: Budget Review, p 58 
45 Transnet have since revised their capital expenditure plans 
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2007/08 2008/09 2009/10 2010/11 2011/12 Total R million 
    

Generation 
 

15,837 20,057 23,802 23,200 22,705 105,601 

Transmission 
 

3,739 6,393 4,831 3,637 1,788 20,388 

Distribution 
 

3,797 4,327 4,569 4,113 4,246 21,053 

Corporate 
 

430 693 808 628 647 3,206 

Net Regulated Total 
 

23,803 31,470 34,011 31,578 29,386 150,247 

  
Source: Department of Public Enterprises (May 2007)46 

Table 6: Eskom capital expenditure 2007/08 – 2011/12 

 
3.3 Private Sector GFCF Pipeline 
 
The private sector contributed 72.6% of total GFCF in 2006 and seems set to continue with 
this bullish pace in the medium term, fuelled by confidence over recent developments in the 
South African economic landscape.   
 
Generally, private sector infrastructure investment is dependant on market and economic 
conditions, which may not even proceed if actual or perceived market conditions affect the 
economic viability and sustainability of the envisaged project.  A case in point is private sector 
residential developments, which are quite sensitive to interest rate increases (at the mid to 
lower ends of the residential property market) and prevailing property values and could 
therefore experience a cooling off period over the medium term, as the impact of recent 
interest rate hikes filter through. 
 
Information surrounding private sector GFCF is fairly fragmented and hence the focus for the 
purpose of this discussion will be on large-scale private sector capital projects that could have 
an impact on limited infrastructure input resources.  Nedbank’s Capital Expenditure Project 
Listing47 provides a reasonable and recognised barometer of private and public sector 
projects and includes information on projects that are expansionary in nature, where the 
capital expenditure allows for an increase in the level of output. 
 
The listing, however also has some limitations in that: it is not an absolute total value of all 
capital investment undertaken in South Africa (and therefore only serves as an indicative 
guide); the full extent of replacement capital expenditure is not captured; the value of each 
project only refers to the original announced value at current prices; and projects that have 
been announced and captured may later be placed on hold or totally scrapped. 
 
The announced value of private and public sector capital projects (Figure below), captured by 
Nedbank, suggests a step change from 2004 onwards, in the order of magnitude of R50 
billion in 2004 to R80 billion in 2006 when compared to the highest previous peak in 1996.  In 
2004, this step change was primarily influenced by several large-scale public sector 
announcements followed in 2005 and 2006 respectively by significant private sector 
investment announcements.  This step change for the private sector in 2005 is even larger if 
one considers only the average private sector project announcements made from 1993 to 
2004.   
 
 
 

                                                 
46 Capex for electrification is funded by DME and is excluded from Eskom Holdings Capex Plan 
47 Nedbank., 2007: Capital Expenditure Project Listing, 6 Feb 2007 
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Source: Nedbank Capital Expenditure Project Listing (Feb 06, 2007) 

Figure 10: Nedbank – Announced value of total capital projects 

 
These announcements serve as a reasonable indication of the pipeline of capital expenditure 
projects that are yet to materialise, and hence the significant increases (in 2005 and 2006) in 
capital expenditure announcements from the private sector will place some strain on available 
infrastructure input resources to execute certain public sector infrastructure projects, if most of 
the announced private sector projects proceed as planned.   

 
3.3.1 Outline of significant Private Sector Projects announced during 2006 
 
The observations presented below are largely based on commentary from the Nedbank 
Capital Expenditure Project Listing48.   
 
A total of 128 new capex projects, worth around R240.2 billion, were announced in 2006, up 
from 103 projects, worth approximately R192.4 billion in constant 2006 prices, announced in 
2005.  The continued acceleration in planned expenditure in 2006 reflects a sustained 
improvement in business confidence as both companies and the public sector gear up to 
increase capacity, however, investment plans announced slowed in the second half of 2006, 
with 50 new projects worth around R93.1 billion announced over the period compared with 78 
projects worth R147.1 in the first half of 2006.   
 
The private sector accounted for 63% of the value of announced projects in the listings and 
new capital projects announced by the private sector slowed slightly in the second half of 
2006, increasing by 35, down from 61 in the first half of the year.  Some of the largest plans 
by private corporations announced during the latter half of 2006 include Telkom’s Next 
Generation Network (NGN) programme (worth R30 billion), the Blythedale Coastal resort 
development, (worth R10 billion) as well the second network operator’s (Neotel), investment 
of R11 billion to expand its network and services.   
 
The mining sector maintained its momentum in 2006, announcing projects valued at R28.7 
billion, with many mining operations planning expansions, as global demand for commodities 
remains strong.  The coal mining industry led the way in the early part of 2006, while the key 
contributor in the latter half of the year was the platinum industry.   
 

                                                 
48 Nedbank., 2007: Capital Expenditure Project Listing, 6 Feb 2007 
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Investment plans in the manufacturing sector declined in 2006, with R31.6 billion worth of 
projects being announced compared with R65.6 billion in 2005.  This was anticipated as many 
manufacturers had already announced their expansions in 2005 to meet the increased 
demand from building and construction activities.  Within the manufacturing sector, the 
petrochemicals and broader iron and steel industry featured strongly, as both sectors hit 
severe capacity challenges resulting from the exceptionally strong economic growth.   
 
In addition to mining and manufacturing, the real estate industry featured strongly with new 
projects worth around R25 billion being announced in 2006.  These investments comprise a 
very strong residential element, focusing on upmarket complexes, as well as a non-residential 
component, primarily directed toward the development of retail and entertainment centres.  
    
2007 could thus see a modest slowdown in new investment projects being announced, given 
the high base of the past three years, and as continued Rand volatility, a higher interest rate 
environment and a shortage of skilled personnel reduces the viability of certain projects, 
however strong growth in actual capital formation is assured as earlier projects come on 
stream.     

 

3.4 GFCF Infrastructure Investment Implications 
 
From the above brief overview and analysis, it is clearly evident that capital formation plans 
have increased to significant levels, following the upsurge in the economy over that past 3 
years, and are projected to sustain high levels of growth over the medium term. 
 
The observed step change in announced private sector capital expenditure, which remains 
the single largest contributor to GFCF (stimulated by sustained economic growth, optimism 
and good demand) coupled with increased government spending (driven by the need to 
modernise critical economic and social infrastructure) and strong investment by public 
corporations (that are challenged to increase operational energy and logistics capacity 
resulting from strong economic growth, which in-turn has led to increased capacity utilisation), 
are therefore cumulatively likely to strain the limited availability of infrastructure inputs 
capacity over the medium term and beyond.   
 
The associated infrastructure input implications relating to specific government and public 
corporation infrastructure investment projects are discussed in Section 4 (below). 
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Section 4 – Infrastructure Investment Projects 
 
As observed in Section 3 above, GFCF is driven by infrastructure investments from the main 
institutional groupings including general Government, public corporations and the private 
sector.   
 
For the purpose of this proposal, we now seek to understand the nature of annualised 
demand, over the period 2007 to 2016 (where possible), for infrastructure inputs for each of 
the high capital expenditure growth areas within Government and the Public Corporations 
respectively.   
 
These would include:   
 

• Eskom     
• Transnet 
• Gautrain 
• Preparations for the 2010 FIFA World CupTM 
• Roads Infrastructure 
• Airports Infrastructure 
• Expanded provision of Housing 
• Municipal and Provincial Infrastructure  
• Public Works Infrastructure (Government Buildings) 
• Water Affairs and Forestry Infrastructure (Dams)  
• Coega Industrial Development Zone 

 
For each of the major infrastructure categories (listed above), primary projects will be 
presented followed by an annualised demand projection of infrastructure inputs, to observe 
trends depicting peak activity periods.  Infrastructure inputs challenges (if any) will also be 
discussed and analysed to contextualise the magnitude, severity and possible implications.  
These potential input challenges, however also represent potential opportunities for trade and 
investment.  
 
Finally a cumulative peak demand profile for infrastructure inputs for all the major 
infrastructure categories will be presented to highlight sensitivities. 
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4.1 Eskom 
 
The content of this sub-section has been derived from consultation with and contributions 
from Eskom and the Department of Public Enterprises.   
  
 
4.1.1 Background 
 
South Africa’s accelerating economic growth has increased the demand for electricity and this 
has seen the occurrence of repeated power outages including planned supply interruptions 
through load shedding, which has further placed Eskom under increasing pressure to fast 
track its expansion plans to ensure supply reliability from the country’s national electricity grid.    
 
In terms of its capital expenditure expansion plans, Eskom’s infrastructure investment will 
thus be aimed towards improving electricity generation capacity to meet increasing demand.  
These include the return-to-service stations at Camden, Grootvlei and Komati together with 
other generation projects including the open cycle gas turbine (OCGT) projects in Mossel Bay 
and Atlantis and the proposed new base-load coal fired power stations49.   
 
In order to improve transmission capacity, Eskom will complete the strengthening of the 
Western Cape Grid (which has been hardest hit by power outages) and erect an additional 
1450 km of transmission lines to the Southern and Western Cape.  Eskom will also allocate 
additional expenditure toward the refurbishment, strengthening and maintenance of the 
distribution network. 
 

2007/08 2008/09 2009/10 2010/11 2011/12 Total R million 
    

Generation 
 

15,837 20,057 23,802 23,200 22,705 105,601 

Transmission 
 

3,739 6,393 4,831 3,637 1,788 20,388 

Distribution 
 

3,797 4,327 4,569 4,113 4,246 21,053 

Corporate 
 

430 693 808 628 647 3,206 

Net Regulated Total  
 

23,803 31,470 34,011 31,578 29,386 150,247 

  
Source: Department of Public Enterprises (May 2007)50 

Table 7: Eskom capital expenditure 2007/08 – 2011/12 

 
Since a public announcement on 14 March 200751, Eskom now plans to spend R150 billion 
from the R113 billion indicated in 2006 Medium Term Budget Policy Statement, primarily as a 
result of a new five-year window, an augmented GDP and Asgi-SA implied growth 
expectation of 4%, the need for increased generation capacity and a revised cost outlook. 
 
The Department of Public Enterprises has further confirmed that in terms of the revised plan, 
about R105.6 billion will be spent on generation, R20.4 billion on transmission, R21 billion on 
distribution and R3.2 billion on renewable energy developments and projects in Southern 
Africa.  Eskom’s capital expenditure programme will however also have a significant import 
leakage which was estimated at 42% by the IDC52 based on the 2005 to 2009 five year total 
budget of R92.95 billion, resulting primarily through the imports of electrical machinery such 

                                                 
49 Eskom., 2006: Eskom Annual Report, Chief Executive’s Report 
50 Capex for electrification is funded by DME and is excluded from Eskom Holdings Capex Plan 
51 Engineering News., 2007: Eskom scales up 5year capex plan to R150bn, 14 March 2007 
52 IDC., 2005:An analysis of the macroeconomic and sectoral impact of the capital expenditure 
programmes of Eskom and Transnet over the period 2005 to 2010, 13 Dec 2005, p6,7,8 
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as transformers, circuit breakers, metering panels, isolators, protection panels and other 
equipment and non-electrical machinery. 
 
The new plan includes additional generation including increasing the size of the coal power 
station located in Lephalale to 4,200MW (this station is to now be fitted with Flue Gas 
Desulphurisation to reduce sulphur emissions), the extension of the OCGT plants at Atlantis 
and Mossel Bay and the inclusion of new nuclear plant.  Further studies to assess the viability 
of converting Atlantis to a combined–cycle gas turbine (CCGT) plant, thus making it a base 
load facility will also be conducted53.  
 
Previously considered gas fired power plants at Saldanha and Coega have been removed 
from the plan and increased transmission and distribution expenditure have now been 
included, related in part to the accelerated generation projects.  Eskom's assumptions on the 
cost of new capacity have also been revised upwards as a result of: a lower Rand/US$ 
exchange rate assumption; the use of Fluidised Gas Desulphurisation (FGD) for the new coal 
plant; and higher global prices as a result of an increase in global demand for new capacity.  
 
 
4.1.2 Projects Overview 
 
The current Eskom generation plan includes the following projects54: 

• Complete the return to service of its mothballed coal plants (3,800 MW) 
• Complete Eskom's OCGTs at Mossel Bay and Atlantis (1,050MW)  
• Extension of Mossel Bay and Atlantis OCGTs (a further 1050MW)  
• Start construction of two base load coal fired plants (2 x 4,500 MW)  
• Start construction of two base load nuclear units (2 x 1,000 MW)  
• Complete Arnot upgrade, Kriel refurbishment and associated rail line 
• Complete four units of a pump-storage scheme for peaking duty (4 x 333 MW) 
• Start the next pump storage station (3 x 333 MW) 
 

 
4.1.3 Projections of Major Infrastructure Inputs 
 
Projections of major infrastructure inputs will focus on Eskom’s generation and transmission 
related approved projects, as no information regarding infrastructure inputs enabling the 
targeted 500MVA distribution transformer capacity for 200755 and beyond were available at 
the time of compilation.  Distribution is, however a significant contributor at approximately 
14% of the total 5 year R150 billion capital expenditure budget.    
 
Generation projects include:  

• Arnot (phase 2) capacity increase 
• Grootvlei return to service 
• Camden return to service 
• Komati return to service 
• Ingula pumped storage  
• Medupi new coal fired power station 
• Bravo new coal fired power station 

 
Transmission projects analysed over the period 2007 to 2015 include: 

• 4,457 kms of 765 kV transmission lines 
• 6,698 kms of 400 kV transmission lines 
• 900 kms of 275 kV transmission lines 
• 142 kms of 132 kV transmission lines 

                                                 
53 Engineering News., 2007: Eskom scales up 5year capex plan to R150bn, 14 March 2007 
54 According to the Department of Public Enterprises, March 2007 
55 Eskom., 2006: Eskom Annual Report, Chief Executive’s Report 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    21

Arnot Capacity Increase Project (Phase 2) 
 
The Arnot capacity increase project at Arnot power station, which commenced in September 
2006 and is scheduled for completion by December 2010, is not expected to require a 
significant amount of input materials, capital equipment and skills (refer to the table below).  
The project aims to increase power generation capacity from 370MW to 400MW on six 
generating units at a total cost of R1.048 billion.   
 
 

Projections of Major Infrastructure Inputs Eskom 
Arnot - Capacity Increase  

(Phase 2) Total 2007 2008 
Peak Year 

2009 
Peak Year 2010 

 
Materials 
 
Steel (tons) 2,503 503 800 800 400 
Cement (tons) 3 3 - - - 
Clay Bricks (tons) 2 2 - - - 
Glass (sq mt) 30 30 - - - 
Ceramic ware (tons) 0.5 0.5 - - - 
Plastic Pipes (tons) 3 3 - - - 
Roof Sheet Steel (sq mt) 46 46 - - - 
Ready-mix Concrete (tons) 5 5 - - - 
 
Cranes 
 
Tower Crane (15t capacity) 1 1 - - - 
 
Transport Equipment 
 
Transport Vehicles (80-100t capacity) 
For the transport of HP, IP and LP 
Turbines 

3 3 3 3 3 

 
Skills 
 
General and Project Managers 4 4 4 4 4 
Specialist Eng. and Designers 19 19 19 19 19 
Planners 2 2 2 2 2 

 
Source: Eskom 

Table 8: Eskom – Arnot Capacity Increase Infrastructure Inputs Projections (2007-2010) 

 
Input requirements for steel (excluding 46 tons of roof sheet steel required in 2007) will peak 
in 2008 and 2009 at 800 tons respectively, with a total steel requirement of 2.5kt over the 
duration of the project.  Only 5 tons of ready-mix concrete will be required in 2007. 
 
 
Arnot Inputs sensitivities, dependencies and potential solutions 
 
The forging, welding, machining and blading of the HP and IP turbines could delay the 
planned delivery date (by a minimum of one month) due to the supply of forging materials.  
The equipment could be flown in, however this will incur additional costs.   
 
The re-blading of the LP rotor at Rotek (supplier) could face the risk of time delays for the 
rotor re-blading and balancing work to be conducted, due to the current work-load at Rotek, 
with the critical issue being the balancing pit at Rotek, which is already operating 24/7 and it is 
difficult to estimate the duration required for each rotor. 
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If the project is delayed for the above, there will be a chain reaction for the other units to also 
be delayed, given that Unit 3 is planned for Sep 2007 and Unit 2 for Feb 2008 and the next 
Unit four months after that and so on.  This will delay the 30 MW increase per unit, thus 
resulting in Eskom not meeting its production targets from base load plants, and consequently 
placing a larger burden on the expensive open-cycle gas turbines, which operate on liquid 
fuel. 
 
As potential options, flying-in the HP and IP rotor will be a costly solution, however Rotek 
should also consider purchasing another small balancing pit to increase workload though-put.   
 
 
Grootvlei Return to Service Project  
 
The Grootvlei return to service project in Mpumalanga (Dipaleseng Municipality) commenced 
in May 2004 and involves the repair and refurbishment of all 6 generating units including the 
common plant to a condition that will allow a 2-shift operating mode.  The project also 
includes the installation of a new control and instrumentation system and upgrades to the gas 
cleaning plant at a total cost to completion of R4.77 billion.   
 
From the projections in the table below, peak demand for significant material inputs are 
expected in 2007, with the requirement for 2,84kt of steel, 5,500 sq mt of glass and 6,81kt of 
ready mix concrete (112,8kt of aggregate and stone mix and 7,12kt of cement).   
 
1.05 Million meters of copper and steel cables will also be required over the project duration.   
Professional skills requirements will be considerable, with 50 General and Project Managers 
and 65 Specialist Engineers and Designers required in 2007 and 2008.  
 
 
Grootvlei Inputs sensitivities, dependencies and potential solutions 
 
The following will have a cost and time implication on the project: 
 

• Adequate and timeous availability of the Project Management Team and contractor 
skills (including professional and craft skills) 

• Availability and supply of steel (regular and exotic) due to competition with other 
projects locally and off-shore 

• Availability and supply of cement and cement products 
 
Delays in this project will influence Eskom meeting base load capacity requirements, and 
consequently placing a larger burden on the expensive open-cycle gas turbines, which 
operate on liquid fuel. 
 
As potential interventions, Eskom has emphasized that there needs to be a restoration 
process for the skills pipeline from all learning institutions for the skills required.  
Manufacturers should also be incentivised to establish and/or expand local manufacturing 
facilities to cope with increasing demand. 
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Projections of Major Infrastructure Inputs Eskom 
Grootvlei - Return to Service (RTS) Total 2007 

Peak Year 2008 2009 2010 

 
Materials 
 
Steel (tons) 4,298 2,843 1,455 - - 
Cement (tons) 7,195 7,117 78 - - 
Clay Bricks (tons) 85 75 10 - - 
Concrete Blocks (tons) 750 750 - - - 
Timber (cub mt) 100 100 - - - 
Glass (sq mt) 1,200 1,100 100 - - 
Ceramic ware including tiles (tons) 555 533 22 - - 
Plastic Pipes (tons) 4 2 2 - - 
Roof Sheet Steel (sq mt) 7,700 5,500 2,200 - - 
Aggregate Stone Mix (tons) 113,100 112,800 300 - - 
Ready-mix Concrete (tons) 7,370 6,810 560 - - 
Bitumen (tons) 920 912 8 - - 
Copper and Steel Cables (million m) 1.05 1.05 - - - 
 
Capital Equipment56 
 
Trucks (30t capacity) 10 10 - - - 
Water Trucks 3 3 - - - 
Graders  5 5 - - - 
Rollers/compactors  5 5 - - - 
 
Cranes57 
 
Crane (150t capacity) 1 1 1 - - 
Crane (60t capacity) 2 2 2 - - 
Crane (30t capacity) 4 4 4 - - 
Crane (15t capacity) 2 2 2 - - 
 
Skills58 
 
General and Project Managers59 50 50 50 - - 
Specialist Eng. and Designers 65 65 65 - - 
Architects 2 2 - - - 
Quantity Surveyors 9 9 9 - - 
Planners 6 6 6 - - 
Construction Managers 2 2 2 - - 
Related Technologists 5 5 5 - - 

 
Source: Eskom 

Table 9: Eskom – Grootvlei RTS Infrastructure Inputs Projections (2007-2008) 

 

                                                 
56 Capital Equipment excluded trucks used by contractors for deliveries 
57 Cranes excludes fixed cranes at turbine units.  Eskom have not specified the crane type, which could 
be a combination of tower and mobile cranes 
58 Skills projections exclude the projected 3,750 and 2,500 contractor staff of all levels required in 2007 
and 2008 respectively 
59 General and Project Managers excludes supervisors, buyers and admin staff but includes human 
resources managers, contracts managers, commercial managers, financial managers, project controllers, 
commissioning managers and training managers 
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Camden Return to Service Project 
 
The Camden return to service project focuses on the refurbishment and commissioning of the 
mothballed Camden power station located 15 km outside of Ermelo on the N2.  The project 
commenced in Nov 2003 and is expected to be completed in 2008 at a total cost of R5.2 
billion.  Projections of significant infrastructure inputs (refer to the table below) indicate an 
overall peak in 2007 with the exception of steel (excluding roof sheet steel), which peaks in 
2008 at 5.34kt.   Roof sheet steel, ready-mix concrete and bitumen are all expected to peak in 
2007 at 2.0kt, 780 tons and 1.0kt respectively. 
 
The completion of refurbishment work at Camden power station during 2007 and 2008 will 
require several professional and artisan personnel.  Significant professional skills 
requirements include the need for 30 specialist engineers and 63 construction managers and 
supervisors in 2007 and 2008.  In addition to this, 165 plumbers/turbine fitters, 80 welders and 
50 boilermakers will be required at peak in 2007. 
 
 
Camden Inputs sensitivities, dependencies and potential solutions 
 
The following will have a cost and time implication on the project: 
 
Materials and supplied inputs 
 
Insulation material, sheeting and cladding demand might not be met by the contractor within 
the specified time period.  In addition to this, the potential shortage of copper cables could 
result in delays to the project delivery date.  Supply and manufacturing of PA & FD Fans 
might be critical from one supplier, and delays in the program from other disciplines could 
result in late completion of the Units, which will also lead to increased costs. 
 
Planning ahead for inputs needed and the early placement of orders will need to be seriously 
considered for future Power Stations.  Dual sourcing where possible would also need to be 
investigated. 
 
Skills inputs 
 
The shortage of technical skills is a project sensitivity.  Currently the available human 
resources are fairly sufficient for the task, however it is essential to retain specific critical skills 
that are required to execute remaining projects. 
 
Better training, development and retention techniques are required. 
 
Imported equipment 
 
Importation of transformers and switchgear is dependant on shipping that could be delayed if 
ships are delayed in other countries or at South African ports.  Delays on transformers will 
ultimately delay the commissioning of generator units onto the grid. 
 
If ships are delayed in other countries, intervention at Ministerial level may be required. 
 
Coal Stockyard Project 
 
The major project is the coal stockyard project, which is likely to compete for input resources 
(steel, concrete, yellow metal equipment and skills) with other projects, sectors and business 
units. The project has been classified as high priority since it is required to ensure 
uninterrupted coal supply for the operation of the station by the time the final generating unit 
is commissioned.  Failure to consistently supply coal to the station will result in the unit’s shut 
down and the associated disruption of electricity generation. 
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Eskom has indicated its recommendation to have the project closely monitored to ensure that 
it is well resourced with material and skills inputs.  A materials availability and lead time risk 
assessment has also been proposed. 
 
 

Projections of Major Infrastructure Inputs Eskom 
Camden - Return to Service (RTS) Total 2007 

Peak Year 
2008 

Peak Year 2009 2010 

 
Materials 
 
Steel (tons) 5,397 62 5,335 - - 
Aluminium (tons) 1.5 - 1.5 - - 
Cement (tons) 1 - 1 - - 
Clay Bricks (tons) 121 80 41 - - 
Concrete Blocks (tons) 51 30 21 - - 
Glass (sq mt) 170.5 150 20.5 - - 
Ceramic ware including tiles (tons) 351.5 100 251.5 - - 
Plastic Pipes (tons) 701 500 201 - - 
Roof Sheet Steel (sq mt) 2,760 2,000 760 - - 
Ready-mix Concrete (tons) 1,300 780 520 - - 
Bitumen (tons) 1,500 1,000 500 - - 
 
Capital Equipment 
 
Capital Equipment (unspecified) 1 - 1 - - 
 
Cranes 
 
Crane (10t capacity) 1 1 1 - - 
Crane (8t capacity) 2 2 2 - - 
 
Transport Equipment 
 
Trucks - unspecified capacity (units)  
Capacity of Total carrier  (tons)  

20 
3,680 

20 
80 

10 
3,680 - - 

Rail (units) 
Capacity (tons) 

10 
500 - 10 

500 - - 

 
Skills 
 
General and Project Managers60 8 8 8 - - 
Specialist Eng. and Designers 30 30 30 - - 
Architects 2 2 2 - - 
Quantity Surveyors 3 3 3 - - 
Planners 3 3 3 - - 
Construction Managers/supervisors 63 63 63 - - 
Related Technologists 9 8 9 - - 
Artisans – Plumbers/turbine fitters 165 165 140 - - 
Artisans – Bricklayers 20 20 15 - - 
Artisans – Electricians 12 13 13 - - 
Artisans – Welders  80 80 50 - - 
Artisans – Boilermakers  50 50 40 - - 

 
Source: Eskom 

Table 10: Eskom – Camden RTS Infrastructure Inputs Projections (2007-2008) 

 

                                                 
60 General and Project Managers includes contractor management staff 
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Projections of Major Infrastructure Inputs Eskom 
Komati - Return to Service (RTS)61 Total 2007 

Peak Year 2008 2009 2010 

 
Materials 
 
Steel (tons) 4,298 2,843 1,455 - - 
Cement (tons) 7,195 7,117 78 - - 
Clay Bricks (tons) 85 75 10 - - 
Concrete Blocks (tons) 750 750 - - - 
Timber (cub mt) 100 100 - - - 
Glass (sq mt) 1,200 1,100 100 - - 
Ceramic ware including tiles (tons) 555 533 22 - - 
Plastic Pipes (tons) 4 2 2 - - 
Roof Sheet Steel (sq mt) 7,700 5,500 2,200 - - 
Aggregate Stone Mix (tons) 113,100 112,800 300 - - 
Ready-mix Concrete (tons) 7,370 6,810 560 - - 
Bitumen (tons) 920 912 8 - - 
Copper and Steel Cables (million m) 1.05 1.05 - - - 
 
Capital Equipment62 
 
Trucks (30t capacity) 10 10 - - - 
Water Trucks 3 3 - - - 
Graders  5 5 - - - 
Rollers/compactors  5 5 - - - 
 
Cranes63 
 
Crane (150t capacity) 1 1 1 - - 
Crane (60t capacity) 2 2 2 - - 
Crane (30t capacity) 4 4 4 - - 
Crane (15t capacity) 2 2 2 - - 
 
Skills64 
 
General and Project Managers65 50 50 50  - 
Specialist Eng. and Designers 65 65 65  - 
Architects 2 2 -  - 
Quantity Surveyors 9 9 9  - 
Planners 6 6 6  - 
Construction Managers 2 2 2  - 
Related Technologists 5 5 5  - 

 
Source: Eskom 

Table 11: Eskom – Komati RTS Infrastructure Inputs Projections (2007-2008) 

                                                 
61 Eskom have indicated that infrastructure inputs requirements for the Komati return to service project 
have been based on the Grootvlei return to service project, given the project similarities.  Sensitivities, 
dependencies and constraints for Komati are also similar to those for Camden and Grootvlei. 
62 Capital Equipment excluded trucks used by contractors for deliveries 
63 Cranes excludes fixed cranes at turbine units.  Eskom have not specified the crane type, which could 
be a combination of tower and mobile cranes 
64 Skills projections exclude the projected 3,750 and 2,500 contractor staff of all levels required in 2007 
and 2008 respectively 
65 General and Project Managers excludes supervisors, buyers and admin staff but includes human 
resources managers, contracts managers, commercial managers, financial managers, project controllers, 
commissioning managers and training managers 
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Komati Return to Service Project 
 
The return to service of Komati Power Station involves the repair and refurbishment of all 9 
generating units and the common plant to a condition that will allow base-load operation.  
Refurbishment commenced in Nov 2003 and is expected to be completed by Dec 2009 at a 
total cost of R6.06 billion.  The project includes the installation of a new control and 
instrumentation system, upgrades to the gas cleaning plant and higher smoke stacks.   
 
According to Eskom, infrastructure input projections for Komati are expected to be similar to 
those for Grootvlei, given the similarities between these tow projects.   
 
From the projections in the table above, peak demand for significant material inputs are 
expected in 2007, with the requirement for 2,84kt of steel, 5,500 sq mt of glass and 6,81kt of 
ready mix concrete (112,8kt of aggregate and stone mix and 7,12kt of cement).  1.05 Million 
meters of copper and steel cables will also be required over the project duration.   
Professional skills requirements will be considerable, with 50 General and Project Managers 
and 65 Specialist Engineers and Designers required in 2007 and 2008.  
 
 
Ingula Pumped Storage Scheme 
 
The Ingula pumped storage scheme, located 30 km east of van Reenen (ZN), is a green 
fields pumped storage power plant that is currently under construction.  The project 
commenced in April 2006 and is expected to be completed by Dec 2012 at a total cost of 
R8.9 billion. 
 
From the projections for all infrastructure inputs (refer to the table below), the project is 
expected to peak in 2007, with peak requirements for steel (primarily reinforcing steel and 
excluding roof sheet steel) (40kt), cement (25kt) and bitumen (30kt).  In 2008, projected 
demand for steel drops to 10kt from 40kt, with the demand for cement and bitumen expected 
to remain at 25kt and 30kt respectively.  Between 2009 and 2011 demand for steel and 
cement are expected to be 38kt/y and 25kt/y respectively.  The total project requirement 
between 2007 and 2011 for steel (excluding roof sheet steel) cement and bitumen will be 
164kt, 125kt and 60kt respectively.    
 
The project will also require a total of 3,000 sq mt of ceramic tiles, 500 tons of clay bricks, 700 
sq mt of glass and 1,500 sq mt of roof sheet steel. 
 
Peak demand for road transport will occur in 2010 and 2011 when ten 50 ton and four 230ton 
(for 2011 only) vehicles will be required. 
 
Skills demand will peak in 2008, when 14 general and project managers, 50 specialist 
engineers and designers, 24 construction managers and 25 technologists will be required.  
Artisan requirements, according to Eskom’s projections, will be negligible for plumbers, 
bricklayers and electricians with 10, 10 and 15 required respectively at peak in 2011. 
 
Ingula Inputs sensitivities, dependencies and potential solutions 
 
The Ingula project is sensitive to engineering and project management skills and the 
availability of steel and cement.  Delays in acquiring any of these resources will ultimately 
delay the execution of the project. 
 
Skilled personnel recruitment beyond South Africa’s borders has been identified by Eskom, 
together with the early importation of critical and scarce materials. 
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Projections of Major Infrastructure Inputs Eskom  

Ingula Pumped Storage 
Scheme Total 

2007 
Peak 
Year 

2008 2009 2010 2011 2012 2013 

 
Materials 
 
Steel (tons) 164,000 40,000 10,000 38,000 38,000 38,000 - - 
Cement (tons) 125,000 25,000 25,000 25,000 25,000 25,000 - - 
Clay Bricks (tons) 500 - 125 125 125 125 - - 
Glass (sq mt) 700 - 350 350 - - - - 
Ceramic Fittings (tons) 72 - 36 36 - - - - 
Ceramic Tiles (sq mt) 3,000 - 1,500 1,500 - - - - 
Plastic Pipes (tons) 35 5 10 10 10 - - - 
Roof Sheet Steel (sq mt) 1,500 - 750 750 - - - - 
Bitumen (tons) 60,000 30,000 30,000 - - - - - 
 
Cranes 
 
Cranes (250t capacity) (units) 2 - - 2 - - - - 
 
Transport Equipment 

 
Road Transport (50t) (units) 10 - - - 10 10 - - 
Road Transport (230t) (units) 4 - - - - 4 - - 
 
Skills 
 
General and Project Managers 14 12 14 14 14 14 14 - 
Specialist Eng and Designers 50 25 50 50 40 40 25 - 
Architects  2 2 2 - - - - - 
Quantity surveyors  8 6 8 8 8 6 6 - 
Planners 4 2 3 4 4 4 4 - 
Construction Managers 24 24 24 24 20 18 10 - 
Related Technologists 25 12 25 25 20 20 12 - 
Artisans – Plumbers  10 - 4 4 10 10 - - 
Artisans – Bricklayers  10 2 6 10 10 10 - - 
Artisans – Electricians  15 4 6 6 6 15 15 - 

 
Source: Eskom 

Table 12: Eskom – Ingula Pumped Storage Infrastructure Inputs Projections (2007-2012) 

 
Medupi Coal Power Station Project  
 
The Medupi power station is a green fields direct dry-cooled power station comprising 6 x 
750MW to 900MW pulverized coal fuel fired generators, that will be situated in the Lephalale 
area of Limpopo Province, 7 km southwest of the existing Matimba power station.  The project 
will commence in April 2007 and is expected to be completed by December 2015 at a total 
cost of R78.6 billion without the inclusion of Flue Gas Desulpurisation (FGD) and R85.6 billion 
including FGD. 
 
Projections for infrastructure inputs appear to be fairly consistent from 2007 to 2013 with a 
total requirement for steel (excluding roof sheet steel) of 1.24mt, cement (120kt), clay bricks 
(1mt), concrete blocks (920kt), glass (2,100 sq mt), ceramic ware including tiles (1,100 tons) 
and roof sheet steel (42.5 million sq mt).   
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No clear activity peak year is evident, however, given the magnitude of the project, large 
volumes of infrastructure inputs will be required from inception in 2007.  Consequently, if 
these volumes could be sourced successfully in 2007 (being the initial activity peak) then 
future supply of materials could also possibly be secured.  The project will also require a 
substantial number of cranes, peaking at 30 units in 2010, and transport equipment to move 
the projected 355,000 25 ton load units over the duration of the project. 
 
 

Projections of Major Infrastructure Inputs Eskom 
Medupi – New Power Station Total 2007 2008 2009 2010 2011 2012 2013 2014 2015 
 
Construction Materials 

 
Steel (kt) 1,242 192 200 200 200 150 150 150 - - 
Aluminium (tons) 18 - 3 3 3 3 3 3 - - 
Cement (kt) 120 20 20 20 20 20 10 10 - - 
Clay Bricks (kt) 1,000 240 240 240 240 20 20 10 - - 
Concrete Blocks (kt) 920 200 200 200 200 50 20 50 - - 
Timber (cub mt) 600 200 100 100 50 50 50 50 - - 
Glass (sq mt) 2,100 100 200 300 400 500 400 200 - - 
Ceramic Ware incl. tiles (tons) 1,100 - - 150 150 250 250 150 150 - 
Plastic Pipes (tons) 50 5 5 6 10 10 10 3 1 - 
Roof Sheet Steel (‘000 sq mt) 42,500 - 500 1,000 5,000 6,000 10,000 14,000 6,000 - 
Aggregate Stone Mix (kt) 287 50 72 60 60 15 15 15 - - 
Bitumen (tons) 40 10 - - - 20 10 - - - 
 
Cranes 
 
Cranes (unspecified capacity) 30 5 10 20 30 30 30 20 10 - 
 
Transport Equipment 
 
Number of load units ‘000 s 
(25 ton for each load) 355 30 50 50 50 60 50 65 - - 

 
Skills 
 
General and Project Managers 100 40 100 100 100 100 100 100 100 - 
Specialist Eng. and Designers 60 20 40 60 50 50 60 50 50 - 
Architects 4 3 4 4 4 4 4 4 4 - 
Quantity Surveyors 15 15 15 15 15 15 15 15 15 - 
Planners 30 30 30 30 30 30 30 30 30 - 
Construction Managers 200 40 100 200 200 200 200 200 120 - 
Related Technologists 80 50 50 80 80 80 80 80 80 - 
Artisan – Plumbers  30 30 30 30 30 30 30 30 10 - 
Artisan – Bricklayers  50 50 50 50 50 50 50 30 20 - 
Artisan – Electricians  500 20 200 300 500 500 300 300 200 - 
Artisans – Boilermakers  500 20 200 300 500 500 300 300 200 - 
Artisans – Fitters  500 20 200 300 500 500 300 300 200 - 
Artisans – Welders  500 5 100 300 500 500 300 300 200 - 
Artisans – Carpenters  80 50 80 80 80 80 50 50 20 - 

 
Source: Eskom 

Table 13: Eskom – Medupi Power Station Infrastructure Inputs Projections (2007-2014) 

 
Professional skills requirements for Medupi appear to be consistent over the project duration, 
however a significant amount of managers and artisan skills will be required.   
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Management requirements are expected to peak from 2008 onwards when 100 general and 
project managers and 100 construction managers will be required.  The requirement for 
construction managers will further increase to 200 between 2009 and 2013. 
 
Artisan skills requirements will peak in 2010 when 30 plumbers, 50 bricklayers and 80 
carpenters will be required.  During the 2010 peak 500 electricians, boilermakers, fitters and 
welders will each be required (a total of 2,000), further emphasising the sheer magnitude of 
this project. 
 
 
Medupi Inputs sensitivities, dependencies and potential solutions 
 
The construction of the Mmamabula power station in Botswana simultaneously with the 
construction of the Medupi power station will place an additional strain on limited resources.  
Some of the areas of concern include: 
 

• Artisan skills availability 
• Transport availability 
• Material availability 
• Competence of labour (compounded through the lack of skills) 
• Accommodation facilities within Lephalale 
• Condition and ability of the national road to carry the traffic load and volume 

 
As a proactive measure Eskom have suggested incentives for formal skills training including a 
review of the artisan training system for apprentices versus learners and the upgrading of the 
national road. 
 
 
Project Bravo Coal Power Station   
 
Project Bravo refers to the new direct dry-cooled base load power station comprising 6 x 
750MW to 900MW pulverized fuel fired generators, that will be situated in the Witbank, 
Delmas, Balmoral area of Mpumalanga province, approximately 20 km northwest of the 
existing Kendal power station.  The project is scheduled for completion by December 2016 at 
a total cost of R84.8 billion including Flue Gas Desulpurisation (FGD). 
 
Eskom have indicated that project Bravo (refer to the table below) will be similar to the 
Medupi Power Station (refer to the table and comments above) and will thus have a similar 
estimated infrastructure inputs projection profile.   
 
 
Project Bravo Inputs sensitivities, dependencies and potential solutions 
 
The construction of the Project Bravo power station parallel to the Medupi and Mmamabula 
power stations will place an additional strain on limited resources including: 
 

• Artisan skills availability 
• Transport availability 
• Material availability 
• Competence of labour (compounded through the lack of skills) 
• Accommodation facilities within the Witbank, Ogies, Phola, Balmoral, 

Bronkhorstspruit and Delmas areas 
• Condition and ability of the national road to carry the traffic load and volume 

 
As a proactive measure Eskom have suggested incentives for formal skills training including a 
review of the artisan training system for apprentices versus learners and the upgrading of the 
national road. 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    31

 
Projections of Major Infrastructure Inputs Eskom 

Bravo66 – New Power Station Total 2007 2008 2009 2010 2011 2012 2013 2014 2015 
 
Construction Materials 

 
Steel (kt) 1,242 - 192 200 200 200 150 150 150 - 
Aluminium (tons) 18 - - 3 3 3 3 3 3 - 
Cement (kt) 120 - 20 20 20 20 20 10 10 - 
Clay Bricks (kt) 1,000 - 240 240 240 240 20 20 10 - 
Concrete Blocks (kt) 920 - 200 200 200 200 50 20 50 - 
Timber (cub mt) 600 - 200 100 100 50 50 50 50 - 
Glass (sq mt) 2,100 - 100 200 300 400 500 400 200 - 
Ceramic Ware incl. tiles (tons) 1,100 - - - 150 150 250 250 150 150 
Plastic Pipes (tons) 50 - 5 5 6 10 10 10 3 1 
Roof Sheet Steel (‘000 sq mt) 42,500 - - 500 1,000 5,000 6,000 10,000 14,000 6,000 
Aggregate Stone Mix (kt) 287 - 50 72 60 60 15 15 15 - 
Bitumen (tons) 40 - 10 - - - 20 10 - - 
 
Cranes 
 
Cranes (unspecified capacity) 30 - 5 10 20 30 30 30 20 10 
 
Transport Equipment 
 
Number of load units ‘000 s 
(25 ton for each load) 355 - 30 50 50 50 60 50 65 - 

 
Skills 
 
General and Project Managers 14 - 14 14 14 14 14 14 14 14 
Specialist Eng. And Designers 60 - 20 40 60 60 50 50 60 60 
Architects 4 - 1 4 4 4 4 4 4 4 
Quantity Surveyors 15 - 15 15 15 15 15 15 15 15 
Planners 30 - 30 30 30 30 30 30 30 30 
Construction Managers 200 - 40 100 200 200 200 200 200 120 
Related Technologists 80 - 50 50 80 80 80 80 80 80 
Artisan – Plumbers  60 - 30 60 60 60 60 60 30 10 
Artisan – Bricklayers  100 - 50 100 100 100 100 100 60 40 
Artisan – Electricians  500 - 20 200 300 500 500 300 300 200 
Artisans – Boilermakers  500 - 20 200 300 500 500 300 300 200 
Artisans – Fitters  500 - 20 200 300 500 500 300 300 200 
Artisans – Welders  500 - 5 100 300 500 500 300 300 200 
Artisans – Carpenters  80 - 50 80 80 80 80 50 50 20 

 
Source: Eskom 

Table 14: Eskom – Project Bravo Power Station Infrastructure Inputs Projections (2007-2014) 

 
 
 
 
 

 

                                                 
66 Eskom have indicated that the infrastructure input requirements for project Bravo will be similar to 
that of the Medupi power station given the similarities in project design. 
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Eskom Transmission Projects   
 
Between 2007 and 2015, Eskom plans to install approximately 12,197 kms of overhead 
transmission lines, to strengthen transmission corridors.  Peak installation activity, with 
respect to line distance installed, is expected to occur in 2009 with the proposed installation 
1,108 km of 765kV, 2,103 km of 400kV and 377 km of 275 kV transmission lines respectively. 
 
Infrastructure inputs for transmission lines (refer to the table below) have been projected on 
the basis of key infrastructure inputs, which include: structural steel for the construction of 
lattice towers, steel for conductor cables, steel for earth-wires, aluminium for conductor cables 
and concrete for lattice tower foundation structures.   
 

Projections of Major Infrastructure Inputs 
Eskom 

Transmission Projects Total 2007 
2008 
Peak 
Year 

2009 2010 2011 2012 -
2015 

 
Transmission Lines 

 
765 kV (km) 4,457 210 1,537 1,108 710 398 494 
400 kV (km) 6,698 185 1,116 2,103 1,1612 590 1,092 
275 kV (km) 900 20 263 377 130 - 110 
132 kV (km) 142 - 142 - - - - 
TOTAL 12,197 415 3,058 3,588 2,452 988 1,696 
 
Materials 
 
Steel - Lattice towers (kt) 255.37 13.86 73.59 68.86 40.02 26.85 32.19 
Steel – Conductors (kt) 43.58 1.69 12.28 11.10 8.66 4.00 5.86 
Steel – Earth-wires (kt) 20.69 0.83 5.44 5.75 3.60 2.52 2.55 
Aluminium – Conductors (kt) 205.49 7.96 56.65 59.44 37.70 17.70 26.02 
Concrete (‘000 cub mt) 491.62 26.68 141.67 132.57 77.03 51.69 61.98 

 
Source: Calculated from Eskom’s transmission project plan 

Table 15: Eskom – Transmission Projects Infrastructure Inputs Projections (2007-2015) 

 
Infrastructure inputs demand will peak in 2008 when the longest distance (1,537 km) of 765kV 
transmission lines will be installed, with the requirement for 73.59kt of lattice tower light 
structural steel, 12.28kt of steel conductor cables and 141,670 cubic meters of concrete.  
Peak demand for 59.44kt of aluminium conductor cable will occur in 2009. 
  
 
Transmission Projects Inputs sensitivities, dependencies and potential solutions 
 
Concerns relating to the extensive transmission rollout plan include: 

 
• Work overload for the construction teams of the 765kV transmission lines 
• Accommodation facilities for construction supervision staff will become a premium 

closer to 2010 
• Skills shortage of design and construction supervision staff  

 
Should these not be adequately addressed, the resultant implication will be the transmission 
under sizing of adequate supply to the Cape, which could further aggravate the situation of 
frequent rolling blackouts in the Cape. 
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Potential solutions include: 
 

• Early identification of possible issues and the development of numerous smaller 
contractors to assist with the construction and installation of transmission lines 

• Early training of the specialist skills applied to these projects 
• Importation of necessary skills from other developing nations such as Thailand and 

India 
  
 
4.1.4 Analysis of Major Infrastructure Inputs 
 
Overall peak demand for major infrastructure inputs for Eskom’s 7 generation and 12,197kms 
of transmission line installation projects are expected to occur in 2008 and 2009. 
 
Steel 
 
Total67 steel demand is expected to be 2.98mt between 2007 and 2015.  Steel demand will be 
strongest between 2008 and 2011, with requirements for 502.4kt (2008), 524.5kt (2009 – 
peak year), 490.7kt (2010) and 421.4 (2011) 
 
Peak steel demand in 2009 will be driven by strong steel demand from the Medupi power 
station (200kt), Project Bravo (200kt) and the construction and installation of transmission 
lines (85.71kt). 
 
Cement 
 
Total cement demand from 2007 to 2015 is expected to be 551.46kt, with peak demand for 
cement occurring in 2008 (114.74kt).  Strong demand for cement is however evident between 
2007 and 2011 with demand requirements of 68.58kt (2007), 114.74kt (2008), 111.4kt (2009), 
91.96kt (2010) and 83.09kt (2011). 
 
Peak demand for cement in 2008 will be driven primarily through demand from Ingula 
pumped storage (25kt), Medupi power station (20kt), Project Bravo (20kt) and transmission 
related projects (49.58kt) 
 
Aluminium 
 
Aluminium demand will peak in 2009 when 59.44kt will be required for various transmission 
related projects.  The total demand for aluminium is expected to reach 205.53kt between 
2007 and 2015, with the highest demand occurring between 2008 and 2010 (56.7kt in 2008, 
59.45kt in 2009 and 37.7kt in 2010) 
 
Clay bricks 
 
All power station projects will require substantial quantities of clay bricks with a projected total 
of 2mt between 2007 and 2013.  Consistent demand of 480kt annually of clay bricks is 
expected between 2008 and 2010, resulting from the construction of the Medupi power 
station and Project Bravo. 
 
Roof Sheet Steel 
 
Eskom’s projects will require significant quantities of roof sheet steel, primarily for its Medupi 
power station and Project Bravo.  From Eskom project input projections, it is estimated that 
approximately 85 million m2 of roof sheet steel will be required between 2007 and 2014, with 
peak demand in 2013 of 24million m2. 
                                                 
67 Total steel projections include light structural steel, reinforcing steel, steel conductor cable and steel 
earth-wires, but excludes roof sheet steel 
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Bitumen 
 
Bitumen demand will be greatest in 2007 (32.8kt) and 2008 (30.5kt) resulting from demand 
from the Ingula pumped storage scheme.  Total bitumen demand is expected to be 63.4kt 
between 2007 and 2012. 
 
Skills 
 

Projections of Major Infrastructure Inputs 
Eskom 

 
Total skills requirements Total 

2007 
Peak 
Year 
(Prof) 

2008 
Peak 
Year 
(Prof) 

2009 
2010 
Peak 
Year 
(Art.) 

2011 
Peak 
Year 
(Art.) 

2012 2013 2014 2015 

 
Skills 
 
General and Project Managers 240 164 240 132 132 128 128 114 114 14 
Specialist Eng. And Designers 289 224 289 169 169 150 135 100 110 60 
Architects 11 11 9 8 8 8 8 8 8 4 
Quantity Surveyors 59 42 59 38 38 36 36 30 30 15 
Planners 80 49 80 66 66 64 64 60 60 30 
Construction Managers 420 131 231 324 420 418 410 400 320 120 
Related Technologists 180 80 144 155 180 180 172 160 160 80 
Artisan – Plumbers  100 30 64 94 100 100 90 90 40 10 
Artisan – Bricklayers  160 72 121 160 160 160 150 130 80 40 
Artisan – Electricians  1015 37 239 506 806 1015 815 600 500 200 
Artisans – Boilermakers  1000 70 260 500 800 1000 800 600 500 200 
Artisans – Fitters  1000 185 360 500 800 1000 800 600 500 200 
Artisans – Welders  1000 85 155 400 800 1000 800 600 500 200 
Artisans – Carpenters  160 50 130 160 160 160 130 100 70 20 

 
Source: Eskom, SUDEO IBC 

Table 16: Eskom – Total Skills Projections (2007-2014) 

 
Peak demand for professional skills is expected to occur between 2007 and 2008 and peak 
artisan skills demand between 2010 and 2011. 
 
2008 will be the peak demand year for 240 General and Project Managers, 289 Specialist 
Engineers and Plant Designers, 59 Quantity Surveyors and 80 Planners.  Peak demand for 
Construction Managers and related Technologists is expected in 2010 and 2011 when 
approximately 420 Construction Managers and 180 Technologists will be required. 
 
The most prominent artisan’s skills requirements are for electricians, boilermakers, fitters and 
welders which all peak in 2011 at approximately 1,000 each.  During 2011, a total of 
approximately 4,435 artisans will be required. 
 
Eskom generation projects will also require substantial plumbing, carpentry and bricklaying 
skills, with peak requirements of 100 plumbers (in 2010), 160 carpenters (in 2009) and 160 
bricklayers (in 2009). 
 
 
4.1.5 Summary and Conclusion 
 
Eskom is under increasing pressure to expedite its R150 billion capacity expansion plans to 
ensure supply reliability from the country’s national electricity grid, which will include 
generation, transmission and distribution related projects, renewable energy developments 
and projects in Southern Africa. 
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Generation projects will include the: Arnot capacity increase; Ingula pumped storage; 
completion of return to service projects at Grootvlei, Camden and Komati; and new coal base 
station projects, Medupi and Project Bravo.  Eskom also plans to erect 12,197kms of 
transmission lines between 2007 and 2015.  These generation and transmission projects 
have been included in the analysis, however, no data was available regarding distribution 
related projects. 
 
Overall peak demand for major infrastructure inputs for transmission and generation projects 
are expected to occur in 2008 and 2009.  Steel (excluding roof sheet steel) demand is 
expected to peak in 2009 when 524.5kt will be required, resulting from strong demand from 
the Medupi power station, Project Bravo and the construction of transmission lines.  Total 
steel (excluding roof sheet steel) demand between 2007 and 2015 is expected to reach 
almost 3mt.   
 
Eskom’s projects will require substantial quantities of roof sheet steel, primarily for its Medupi 
power station and Project Bravo.  From Eskom project input projections, it is estimated that 
approximately 85 million m2 of roof sheet steel will be required between 2007 and 2014, with 
peak demand of 24million m2 in 2013. 
 
Total cement demand from 2007 to 2015 is expected to be 551.46kt, with peak demand for 
cement occurring in 2008 (114.74kt).  Strong demand for cement is however evident between 
2007 and 2011 with demand requirements of 68.58kt (2007), 114.74kt (2008), 111.4kt (2009), 
91.96kt (2010) and 83.09kt (2011).  Peak demand for cement in 2008 will be driven primarily 
through demand from Ingula pumped storage (25kt), Medupi power station (20kt), Project 
Bravo (20kt) and transmission related projects (49.58kt). 
 
Aluminium demand (for conductors) will peak in 2009 when 59.44kt will be required for 
various transmission related projects.  The total demand for aluminium is expected to reach 
205.53kt between 2007 and 2015, with the highest demand occurring between 2008 and 
2010 (56.7kt in 2008, 59.45kt in 2009 and 37.7kt in 2010). 
 
All power station projects will require substantial quantities of clay bricks with a projected total 
of 2mt between 2007 and 2013.  Consistent demand of 480kt annually of clay bricks is 
expected between 2008 and 2010, resulting from the construction of the Medupi power 
station and Project Bravo.  Bitumen demand will be greatest in 2007 (32.8kt) and 2008 
(30.5kt) resulting from demand from the Ingula pumped storage scheme.  Total bitumen 
demand is expected to be 63.4kt between 2007 and 2012. 
 
2008 will be the peak demand year for 240 General and Project Managers, 289 Specialist 
Engineers and Plant Designers, 59 Quantity Surveyors and 80 Planners.  Peak demand for 
Construction Managers and related Technologists is expected in 2010 and 2011 when 
approximately 420 Construction Managers and 180 Technologists will be required. 
 
The most prominent artisan’s skills requirements are for electricians, boilermakers, fitters and 
welders which all peak in 2011 at approximately 1,000 each.  During 2011, a total of 
approximately 4,435 artisans will be required.  Eskom generation projects will also require 
substantial plumbing, carpentry and bricklaying skills, with peak requirements of 100 
plumbers (in 2010), 160 carpenters (in 2009) and 160 bricklayers (in 2009).  
 
Eskom has raised serious concerns relating to: materials availability (especially steel and 
cement); specialist engineering suppliers; imported equipment delivery; project management, 
engineering and contractor skills availability; artisan skills; transport availability and site 
accommodation facilities in Limpopo Province, Mpumalanga Province and along transmission 
corridors.  The concentrated capital expenditure rollout for the substantial generation and 
transmission projects will thus place significant pressure on the limited availability of 
infrastructure inputs (especially materials and skills) within the timeframe of several 
concurrent public sector projects.       
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4.2 Transnet 
 
The content of this section will seek to briefly describe the extent of Transnet’s capital 
expenditure plan, however, the precise sensitivity of this programme could not be ascertained 
since there was no information regarding infrastructure inputs demand projections. 
 
4.2.1 Background 
 
Growth in the South African economy has placed significant pressure on Transnet’s freight 
logistics capacity, which has also suffered historical neglect arising from maintenance and 
capital expansion under-spending. 
 
The revised strategy of Transnet, which emphasises the need to be a focused publicly owned 
freight company through the disposal of several non-core business assets that are non-
aligned to the future ownership and operations of ports, freight rail and pipeline businesses, 
also targets the goal for Transnet to play an enabling role to grow the economy in line with the 
6% Asgi-SA targets68. 
  
In combination with the extensive re-engineering process (Vulindlela) currently undertaken by 
Transnet, focus has also been given to substantial maintenance and capital investment 
projects to provide a wholistic and efficient service oriented package that will (in part) enable 
appropriate freight to be railed instead of using road transport69. 
 
Transnet therefore plans to accelerate investment in economic infrastructure over the medium 
term to address significant investment backlogs and to build port, rail and pipelines capacity 
to enable future growth (refer to the table below). 
 
 

R million 2006/07 2007/08 
Peak Yr. 

2008/09 
 

2009/10 2010/11 Total 

Spoornet 
 

7 253 6 991 6 822 5 367 5 038 31 471 

National Ports Authority 
 

1 964 4 353 4 268 3 395 4 044 18 024 

SA Port Operations 
 

1 703 2 769 1 355 413 326 6 566 

Petronet 
 

266 503 1 291 2 038 860 4 958 

Other 
 

554 596 715 840 965 3 670 

Total funded by Transnet 
 

11 740 15 212 14 451 12 053 11 233 64 689 

  
Source: 2006 Medium Term Budget Policy Statement70 

Table 17: Transnet capital expenditure 2006/07 – 2010/11 

 
Transnet’s peak investment activity is expected to occur within the 2007/08 and 2008/09 
financial years.  Spoornet will have the most significant capital investment programme of 
R31.5 billion (over the five years), given the substantial scale of the turnaround at this 
business unit.  Rail logistics infrastructure investment will focus on addressing un-reliability of 
rolling-stock through maintenance plans to address backlogs in maintenance of locomotives, 
wagons and rail infrastructure.  All major maintenance projects are also being incorporated 
into Transwerk (a Transnet Business Unit) to improve accountability.  Other significant rail 
capital projects also include the expansion of the Sishen-to-Saldanha iron ore line and the 
Richards Bay coal line.   

                                                 
68 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – GCE’s Review 
69 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – GCE’s Review 
70 Transnet have since revised their capital expenditure plans 
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Port efficiencies will be improved through the container terminal expansion in Cape Town, a 
new container terminal at the Port of Ngqura (Port Elizabeth) and the expansion of Durban’s 
Pier 1 together with the widening of the Durban harbour entrance channel.    
 
4.2.2 Capital Projects Overview 
 
Spoornet71 
 
Spoornet manages most of South Africa’s rail infrastructure and its freight operations are 
composed of a general freight business, a heavy haul export coal line and a heavy haul iron 
ore export line.  The Spoornet business unit of Transnet faces the challenge that historic 
under-investment in rail capacity, maintenance and human resources has resulted in a sub-
optimal railway that does not satisfy acceptable safety and reliability standards, and which 
does not have appropriate processes and systems in place.  
 
As part of its strategic realignment, Spoornet plans to improve this historical situation by 
attaining the following: 

• Accelerated backlog and scheduled maintenance 
• Systematic and targeted investment in rail infrastructure in the medium to long term 
• Improving capacity and modernising equipment  
• Integrating Spoornet’s and Transwerk’s maintenance facilities 

 
Spoornet’s infrastructure investment for the 2006/07 financial year included:  
 

Projects R million  
• Coal line: capital required to increase capacity and  

to purchase 110 new dual voltage locomotives   
and build 400 jumbo wagons 667

• Wagon fleet renewal and modernisation programme 900
• Upgrade of 200 additional Class 18E1 locomotives 330
• Iron ore line: capacity expansion up to 41 mtpa, 

Upgrade of locomotives and incab signalling 899
• Capitalisation of maintenance costs 2 682
• Eskom Majuba power station medium term coal supply 150
• Asset tracking system 111
• Increase component floats for locomotives 458
• Other projects with spending less than R50 million 1 056

Total 7 253
 

Source: Transnet Limited 2006 Annual Report 

Table 18: Spoornet Capital Expenditure (2006/07) 

 
Over the five-year period (2006/07 to 2010/11) Spoornet has planned the following major 
capital expenditure projects:  
 

Projects R million 
• Capitalised maintenance 8 124
• Coal export line 7 956
• Ore export line 2 743
• General freight 10 827
• Other projects 1 822

Total 31 472
 

Source: Transnet Limited 2006 Annual Report 

Table 19: Spoornet Planned Capital Expenditure (2006/07 – 2010/11) 

                                                 
71 Adapted from - Transnet Limited., 2006: Transnet Limited Annual Report 2006 – Spoornet 
Operational Report 
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National Ports Authority72 
 
The National Ports Authority of South Africa (NPA) is the largest port authority on the 
continent and owns and manages South Africa’s ports at Richards Bay, Durban, East London, 
Port Elizabeth, Mossel Bay, Cape Town, Saldanha and Ngqura.  
 
The NPA plays a pivotal role in international trade by providing suitable infrastructure as a 
conduit for the country’s imports and exports and also performs a control function. 
 
As part of its strategic objective to grow and maintain national port infrastructure, the NPA 
needs to ensure: sufficient bulk and general cargo port handling facilities in the respective 
coastal regions; productivity improvements and optimal capacity planning to handle higher 
container volumes. 
 
To enable the NPA to attain these objectives, a comprehensive capital expenditure 
programme has been developed and is currently being implemented. 
 
The NPA capital expenditure projects for the 2006/07 financial year included: 
 

Projects R million 
• Various upgrade and expansion projects at the Port of 

Durban 
 

687
• Port of Ngqura: construction of the port and  

sectionalised surfacing 424 
• Richards Bay Coal Export Berth 67 
• Expansion of Cape Town Container Terminal 160 
• Security at All ports 78 
• Saldanha Iron Ore Terminal civil infrastructure 89 
• Other projects 459 

Total 1 964 
 

 Source: Transnet Limited 2006 Annual Report 

Table 20: NPA Capital Expenditure (2006/07) 

 
Over the five-year period (2006/07 to 2010/11) the NPA has planned the following major 
capital expenditure projects:  
 
 

Projects R million
• Richards Bay  1 363
• Durban 8 744
• East London 560
• Ngqura 2 493
• Port Elizabeth 138
• Cape Town 3 903
• Saldanha Bay 387
• Marine Services 29
• Other projects 952

Total  18 569 
 

Source: Transnet Limited 2006 Annual Report 

Table 21: NPA Planned Capital Expenditure (2006/07 – 2010/11) 

 
 
 

                                                 
72 Adapted from - Transnet Limited., 2006: Transnet Limited Annual Report 2006 – NPA Operational 
Report 
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South African Port Operations (SAPO)73 
 
South African Port Operations manages 15 cargo terminal operations, situated across six 
South African ports, and interfaces with road and rail transport to provide an efficient and 
reliable service to a wide spectrum of customers, including shipping lines and cargo owners.  
SAPO’s activities are segmented into four cargo sectors: container, dry bulk, break-bulk and 
automotive. 
 
With the recognised growth in national trading activity, SAPO has embraced a proactive 
strategic objective to maintain its market position through the creation of additional capacity 
ahead of demand, through targeted investments that are informed through improved 
understanding of customer requirements and competitive issues. 
 
As part of its remaining capital expenditure programme, SAPO therefore plans to commission 
14 new super post-Panamax container gantry cranes: three for Durban, five for Durban Pier 1 
and six for Cape Town.  
 
The establishment of the new container terminal at Durban Pier 1 is in progress and its 
capacity is expected to increase by 145 000 TEUs (twenty foot equivalent unit) per annum to 
590 000 TEUs per annum in 2008.  
 
SAPO’s capital expenditure programme for 2006/07 included:  
 

Projects R million
• Durban Container Terminal 317
• New Container Terminal at Durban’s Pier 1 216
• Durban Multi-purpose Terminal 118
• Cape Town Capacity expansion 105
• Saldanha Iron Ore Terminal expansion phase 1B 131
• Richards Bay: Dry Bulk Terminal refurbishment,  

Upgrade and equipment replacement 169
• Ngqura 25
• Other projects 333

Total 1 414
 

Source: Transnet Limited 2006 Annual Report 

Table 22: SAPO Capital Expenditure (2006/07) 

 
Over the five-year period (2006/07 to 2010/11) SAPO has planned the following major capital 
expenditure projects:  
 
 

Projects R million 
• Durban 1 505 
• Cape Town 863 
• Richards Bay 1 050 
• Saldanha 464 
• Port Elizabeth 478 
• Ngqura 1 254 
• Other projects  649 

Total 6 263 
 

Source: Transnet Limited 2006 Annual Report 

Table 23: SAPO Planned Capital Expenditure (2006/07 – 2010/11) 

 
                                                 
73 Adapted from - Transnet Limited., 2006: Transnet Limited Annual Report 2006 – SAPO Operational 
Report 
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Petronet74 
 
Petronet owns and operates South Africa’s 3,000 km strategic petroleum and gas pipeline 
infrastructure with a vision is to continue developing a business portfolio that enables future 
growth, utilising an integrated pipeline, depot and terminal system.  In support of this vision, 
the strategic infrastructure imperative is to provide sufficient pipeline capacity and to ensure 
delivery performance.  Petronet’s capital expenditure programme for 2006/07 included:  
 

Projects R million
• New multi-product pipeline (NMPP) and terminals 48
• Intermixture Refractionator 38
• Telecontrol Phase II 21
• Other projects below R20 million 119

Total 226
 

Source: Transnet Limited 2006 Annual Report 

Table 24: Petronet Capital Expenditure (2006/07) 

 
Over the five-year period (2006/07 to 2010/11) Petronet has planned the following major 
capital expenditure projects:  
 

Projects R million
• New multi-product pipeline (NMPP) and terminals 4 200
• Upgrade of Gas Line (Lilly II) 396
• Telecontrol Phase II 80
• Intermixture Refractionator and other clean  

fuel requirements 50
• Other smaller projects 192

Total 4 918
 

Source: Transnet Limited 2006 Annual Report 

Table 25: Petronet Planned Capital Expenditure (2006/07 – 2010/11) 

 
 
Transwerk75 
 
Transwerk comprises eight product-focused national businesses, which operate from seven 
factories located in South Africa’s major centres specialising in the maintenance, upgrade and 
manufacture of locomotives, wagons, coaches, rolling stock components and associated 
transport equipment. In order to support the growth strategy of Spoornet, Transwerk’s 
strategic imperatives include capacity expansion through investments in facilities, skills and 
strategic alliances.  Transwerk’s capital expenditure programme for 2006/07 included:  
 

Projects R million
• Purchase of machinery and equipment 234
• Upgrade of facilities 94
• Other projects 47

Total 375
 

Source: Transnet Limited 2006 Annual Report 

Table 26: Transwerk Capital Expenditure (2006/07) 

                                                 
74 Adapted from - Transnet Limited., 2006: Transnet Limited Annual Report 2006 – Petronet 
Operational Report 
75 Adapted from - Transnet Limited., 2006: Transnet Limited Annual Report 2006 – Transwerk 
Operational Report 
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Over the five-year period (2006/07 to 2010/11) Transwerk has planned the following major 
capital expenditure projects:  
 

Projects R million
• Purchase of machinery and equipment 1 743
• Upgrade of facilities 562
• Other projects 278

Total 2 583
 

Source: Transnet Limited 2006 Annual Report 

Table 27: Transwerk Planned Capital Expenditure (2006/07 – 2010/11) 

 
 
4.2.3 Inputs sensitivities, dependencies and potential solutions 
 
Transnet’s capital expenditure programme will be exposed to various sensitivities and 
challenges, some of which are described below, however the company appears to be able to 
mange these effectively through proactive mechanisms. 
 
Import sensitivity  
 
Transnet’s total capital expenditure programme is expected to have a significant import 
leakage, which was estimated at approximately 31%76 (compared to the 11.2% for the South 
African economy as a whole in 2004) by the IDC in 2005, based on the IDC’s analysis of 
Transnet’s expenditure programme between 2004/05 and 2008/09.   
 
This figure was derived assuming the average import leakage per sector for those sectors 
considered to be directly associated with Transnet’s capital expenditure including: basic iron 
and steel; non electrical machinery; civil engineering; radio and communication; motor 
vehicles, parts and accessories and other transport equipment. 
 
This import leakage, besides having a negative impact on the overall balance of payments 
situation in South Africa, will also generate sensitivities for Transnet with respect to critical 
path order lead times.  Delays arising out of import sensitive equipment will thus have an 
associated impact on Transnet and its respective business unit’s ability to fulfil strategic 
imperatives that are aligned to defined strategic objectives.  Rand weakness could also 
adversely impact on Transnet’s ability to meet procurement objectives within allocated 
budgets. 
 
Transnet, however, appear to have taken reasonable steps to ensure the ring-fencing of 
capital expenditure programmes within the Capital Projects Team located in the Corporate 
Centre to oversee capital projects above R300 million to ensure effective management and 
coordination of the capital expenditure plan77.   
 
Environmental Impact Assessments (EIAs) 
 
EIAs have previously delayed Transnet programmes relating to the NPA Port of Ngqura 
project78 and Petronet’s refractionator project79 in 2005/06.  No further details regarding the 
potential impact of EIA’s related delays on future Transnet projects lead times were available. 
 
 

                                                 
76 IDC., 2005:An analysis of the macroeconomic and sectoral impact of the capital expenditure 
programmes of Eskom and Transnet over the period 2005 to 2010, 13 Dec 2005, p9,11 
77 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – GCE’s Review 
78 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – GCE’s Review 
79 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – Petronet Operational Report 
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Skills inputs 
 
The skills challenge is apparent, resulting from a systemic risk facing the business, as 
Transnet embarks on its extensive capital expenditure programme. 
 
In response to this challenge, primarily relating to a shortage of experienced mentors for 
young professionally qualified graduates, and the need to identify, develop and retain critical 
skills, Transnet has developed a Human Capital Strategy, which includes the following focal 
areas:  Capacity building; talent management; performance management and incentives; and 
employee relations.  In addition to this the Transnet Academy will further see the skills of 
experienced professionals due for retirement being used to mentor the younger professionals.  
Transnet has also begun forging “smart partnerships” with leading professional and tertiary 
education institutions.80  
 
 
4.2.4 Summary and Conclusion 
 
Growth in the South African economy has placed significant pressure on Transnet’s freight 
logistics capacity, which has also suffered historical neglect arising from maintenance and 
capital expansion under-spending.   
 
In combination with the extensive business re-engineering process (Vulindlela) currently 
undertaken by Transnet, focus has also been given to substantial maintenance and capital 
investment projects totalling R64.5 billion over the medium term to provide a wholistic and 
efficient service oriented package.  Based on the capital expenditure rollout plan, peak 
investment activity is expected to occur in 2007/08 and 2008/09 at R15.2 billion and R14.5 
billion respectively. 
 
Spoornet’s capital expenditure, totalling R31,5 billion, will focus on the: Iron ore corridor 
expansion (rail and Saldanha infrastructure); Richards Bay coal line and infrastructure 
expansion; Refurbishment/maintenance programme; and General freight fleet renewal and 
upgrade programmes. Significant equipment and facilities upgrades will be undertaken at 
Transwerk at a total cost of R2,6 billion. 
 
The NPA will spend R18,6 billion on the: Completion of the Port of Ngqura; Container terminal 
expansion in Cape Town and Durban; and Durban port entrance channel project to enable 
growth and servicing of larger ships.  
 
SAPO will improve port handling logistics within a projected budget of R6,3 billion to facilitate 
the: Container terminals expansion in Durban, Cape Town and Ngqura; Multi-purpose 
terminal expansion in Durban; Iron ore terminal expansion; and Richards Bay dry bulk 
terminal expansion.  
 
Capital expenditure at Petronet totalling R4,9 billion will focus on: The new multi-product 
pipeline; Upgrades of the gas pipeline; and Terminalling and logistics facilities. 
 
Transnet’s massive expenditure plan will be susceptible to import sensitivity (given the 
significant projected imported content), EIAs and skills inputs, however, Transnet have 
developed substantial strategies and practical management mechanisms to mitigate against 
these risks within the confines of a transient environment. 
 
The Transnet capital expenditure programme will strain limited national infrastructure inputs 
and skills resources, given the sheer magnitude of the programme, however the precise 
nature of this impact could not be ascertained since there was no information regarding 
infrastructure inputs demand projections. 

                                                 
80 Transnet Limited., 2006: Transnet Limited Annual Report 2006 – GCE’s Review 
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4.3 Gautrain 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Gauteng Provincial Government (Gautrain Project Office).   
 
 
4.3.1 Background 
 
Public Private Partnerships (PPPs)81 
 
Over the past decade, Government has sought to expand partnerships with the private sector 
through mutually beneficial contractual arrangements.  Public private partnerships (PPPs) 
recognise that private parties have comparative advantage in delivering certain services, and 
can do so more efficiently that Government, provided the incentives are structured 
appropriately.  PPPs provide an additional mechanism to deliver public goods, services and 
infrastructure on the explicit understanding that the risk is transferred to the private party for 
an agreed annual fee paid during the concession period. 
 
After many years of planning and negotiations, the Gautrain project reached financial close in 
January 2007.  This is Africa’s largest PPP project, and has a 54-month development period, 
although the first part of the 80km high-speed commuter rail system will be operating by June 
2010.  Over the medium term, national and provincial Government will each contribute R8,8 
billion, and the private sector contribution will be R2,1 billion.  During the development phase 
(2006/07 to 2011/12) the total project cost to Government, excluding land and contract 
management fees, will be R22,6 billion.  After 2011/12 the project will move into the 
operational phase and operating revenue will cover costs. 
 
The Gautrain project overview82 
 
The Gautrain Rapid Rail Link is a state-of-the-art rapid rail network planned in Gauteng, with 
the rail connection comprising two links, namely a link between Tshwane (Pretoria) and 
Johannesburg and a link between OR Tambo International Airport and Sandton.  Apart from 
the three anchor stations on these two links, seven other stations will be linked by 
approximately 80 kilometres of rail along the proposed route. 
 
The Gautrain Project, which is one of the largest and probably most exciting transportation 
projects in South Africa today, and indeed Africa, will play an important role in stimulating 
economic growth and job creation in Gauteng, in relieving traffic congestion, in promoting 
public transport, tourism and public-private partnerships, and in changing the culture of public 
transport usage in South Africa.  
 
Negotiations were finalised by Gauteng Provincial Government, which has signed the 
Concession Agreement on 28 September 2006 with Bombela Concessionaire for the 
construction, operations and maintenance of the Gautrain Project.  The Concessionaire 
Bombela consortium comprises Bombardier (25%), Bouygues (25%), Murray and Roberts 
(25%) and the broad based black economic empowerment Strategic Partnership Group (25%) 
 
The construction and completion of the Gautrain system will take place in various stages.  
The Sandton to OR Tambo International Airport as well as the link between Sandton and 
Midrand will be completed and tested in 45 months, in time for the Soccer World Cup in 
2010.  The remaining five stations inclusive of the links between Sandton to Johannesburg 
Park Station and Midrand to Hatfield will be completed and tested in 54 months, by 1 March 
2011. 
 

                                                 
81 National Treasury., 2007: Budget Review, p58-59 
82 Adapted from the official Gautrain website: www.gautrain.co.za 
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Construction of Gautrain has started on the southern portion of the project, including - Park 
Station, Rosebank, Sandton, Marlboro, Midrand, Rhodesfield and OR Tambo (Johannesburg) 
International Airport Stations, and south of Midrand.  In addition to this, a shaft will be sunk for 
the tunnel in the Sandton vicinity at Mushroom Farm Park with the tunnel also commencing at 
the Marlboro Portal.  A series of road and intersection upgrades and traffic diversions to 
accommodate the construction activities will start taking place, mostly near Sandton, 
Rosebank and Park Stations. 
 
 
4.3.2 Gautrain Projects 
 
The Gautrain project includes three components, the total project (inclusive of post 
development operations by the concessionaire), the civil works project (Civil Joint Venture) 
and the electrical and mechanical component.  Each of these are briefly outlined below: 
 
 

Project Name Gautrain 

Project Category  Total Project 

Spatial location of Project Gauteng Province – Johannesburg to Pretoria (and on to Hatfield) and Johannesburg to O. R. 
Tambo Airport 

Project Timing Start Date: 28th Sept 2006 End Date: 28th March 2011 Duration: 54 months 

Project Description  Design, Build and Operate the Gautrain System (45 month construction (to partial opening) 
and 15 ½ year operation 

Project Value R 21.3 Bn (at 2002 prices, inc. VAT) 

 

Project Name Gautrain Civil Construction 

Project Category  Total Civil Project 

Spatial location of Project Gauteng Province – Johannesburg to Pretoria (and on to Hatfield) and Johannesburg to O. R. 
Tambo Airport 

Project Timing  Start Date: 28th Sept 2006 End Date: 28th March 2011 Duration: 54 Months 

Project Description  Design and Build the Civil Engineering aspects of the Gautrain System – Bombela CJV 

Project Value R 10.6 Bn (at 2002 prices, inc. VAT) 

 

Project Name Gautrain E&M Construction 

Project Category  Total Electrical and Mechanical Project 

Spatial location of Project Gauteng Province – Johannesburg to Pretoria (and on to Hatfield) and Johannesburg to O. R. 
Tambo Airport 

Project Timing  Start Date: 28th Sept 2006 End Date: 28th March 2011 Duration: 54 Months 

Project Description  Design and Build the E&M aspects of the Gautrain System – Bombardier  

Project Value R 6.7 Bn (at 2002 prices, inc. VAT) 

 
Source: Gautrain Project Office 

Table 28: Gautrain CJV and E&M project descriptions 
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4.3.3 Projections of Major Infrastructure Inputs 

 
Projections of major infrastructure inputs for the Gautrain project have been assessed over 
the remaining duration of the project from 2007 to 2011.  These projections have been 
separated for Civil Works and Electrical and Mechanical (E&M) respectively to provide greater 
clarity regarding the specific input requirements, and given that Civil Works requires material, 
capital equipment, transport equipment and crane inputs, whereas E&M primarily require 
material inputs83.   
 
High-level project management, engineering, planning and essential artisan skills projections 
have been consolidated to provide an overview of the skills requirements. 
 
 

Projections of Major Infrastructure Inputs GAUTRAIN 
(Civil Works) Total 2007 2008 

Peak year 
2009 

Peak year 2010 2011 

 
Construction Materials 

 
Steel (tons): 
Assumptions: Reinforcing steel 95,000 20,000 30,000 30,000 13,000 2,000 

Cement (tons): 300,000 62,000 98,000 94,000 40,000 6,000 
Aggregate - Stone (tons) 946,000 197,000 310,000 293,000 127,000 19,000 
Aggregate - Sand (tons) 795,000 165,000 261,000 246,000 107,000 16,000 
Aggregate – Total (tons) 1,741,000 362,000 571,000 539,000 234,000 35,000 
Diesel (litres) 27,000,000 6,100,000 10,150,000 7,250,000 2,750,000 750,000 
Formwork (m2) 
Assumptions: To be erected 3,000,000 630,000 950,000 950,000 410,000 60,000 

 
Plant and Equipment (Yellow Metal) 

 
Concrete batch plants 12 12 12 12 8 4 
Excavators 15 9 15 6   
FELs and TLBs 27 22 27 27 18 6 
Compactors 26 14 26 26 8  
Watercarts 22 12 22 22 6  
TBM (tunnel boring machine) 1 1 1 1   
Jumbo drilling rigs (underground) 12 8 12 12 4  
Soil investigation drilling rigs 8 8     
Piling rigs 11 6 11 8   
Generators 18 12 18 18 12 4 
Compressors 29 11 29 29 15 3 
 
Cranes 

 
Tower cranes 18 13 18 18 9 4 
Mobile cranes 28 16 28 18 7 3 
Overhead gantry cranes 11 11 11 11 3  
 
Transport Equipment 

 
Concrete mixing trucks 42 31 42 35 17 6 
Tipper trucks 72 49 72 32 17 11 

 
Source: Gautrain Project Office 

Table 29: Gautrain Civil Works Infrastructure Inputs Projections (2007-2011) 

                                                 
83 Based on the information provided by the Gautrain Project Office 
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Requirements for Gautrain Civil Works infrastructure inputs are expected to peak in 2008 and 
2009, primarily driven by the demand for reinforcing steel, cement, aggregates and diesel.  
Demand for the same infrastructure inputs over 2007 will, not be insubstantial with 
requirements amounting to approximately two thirds of that at peak.  Tower crane, mobile 
crane, concrete mixing truck and tipper truck requirements will peak in 2008 when 18, 28, 42 
and 72 units will be needed respectively. 
 

Projections of Major Infrastructure Inputs GAUTRAIN 
(Electrical and Mechanical) Total 2007 2008 

Peak year 
2009 

Peak year 2010 2011 

 
Construction Materials 

 
Steel poles for OCDS (units) 860 860     
Steel for fasteners (tons) 879.8 32.6 460.6 386.6   
Steel – reinforcement bar (tons) 1,388.4 39.4 658 691   
Steel rails (tons) 
Assumption: Imported 19,195 7,928 11,267    

Steel rails for S&C 
Assumption: Imported 617 154 463    

Aluminum earth wire (tons) 69 69     
Aluminum feeder wire (tons) 96 96     
Copper wire for catenaries (tons) 118 118     
Copper contact wire (tons) 254 254     
Concrete sleepers (tons) 58,796 2455 28,848 27,493   
Concrete blocks (tons) 6,829.5  2,997.5 3,832   
Cables – High Voltage (tons) 7.424 1.6 1.76 1.936 2.128  
Cables – Medium Voltage (tons) 18.94 3.2 3.5 4.02 4.02 4.2 
Cables – Low Voltage (tons) 4.883 .8 .88 .968 1.064 1.171 
Cable – Optical Fibre (tons) 2.197 .36 .396 .435 .479 .527 

 
Source: Gautrain Project Office 

Table 30: Gautrain E&M Infrastructure Inputs Projections (2007-2011) 

 
Projections of Major Infrastructure Inputs GAUTRAIN 

(Skills) Total 2007 2008 
Peak year 

2009 
Peak year 2010 2011 

 
Skills for Civil Joint Venture and Electrical & Mechanical 
 
General and Project Managers 17 17 17 17 16 6 
Specialist Engineers and 
Designers 25 25 25 20 20 9 

Planners 10 10 10 10 10 4 
Construction Managers 25 3 25 25 25 11 
Technologists (foremen) 20 3 20 20 20 10 
Artisans (plumbers, bricklayers 
and electricians) 550 63 345 550 100 50 

 
Skills for Overall Project Management (conducted by TKC) 

 
General and Project Managers 8 8 8 8 8 8 
Specialist Engineers and 
Designers 17 17 17 17 17 17 

Office and Admin Staff 10 10 10 10 10 10 

 
Source: Gautrain Project Office 

Table 31: Gautrain Skills Inputs Projections (2007-2011) 
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Electrical and mechanical material infrastructure inputs also indicate a peak (domestic) 
demand over 2008 and 2009, however the material volume requirements are relatively lower 
than those for the civil works.  Large volume steel items such as steel rails and rails for S&C 
will be imported.  The most significant requirement will be for concrete sleepers and concrete 
blocks peaking at 28,848 tons (in 2008) and 3,832 tons (in 2009) respectively.  
 
Gautrain skills requirements for general and project managers, specialist engineers and 
designers, planners, construction managers and foremen are expected to remain consistent 
between 2008 and 2010.  A noticeable peak is that for an estimated 550 artisans, which is 
expected to occur in 2009.  
 
 
4.3.4 Inputs sensitivities, dependencies and potential solutions 
 
The Concessionaire considers the project to be sensitive to the following supply side 
challenges: 

 
• Production of fabricated (Cut, Weld and Fabrication) steel structures 
• Inconsistent power supply  
• Shortage of skilled labour 
• Shortage of professional staff (particularly specialists e.g. environmentalists) 

 
The above being supply side challenges, the Concessionaire however believes that it is 
potentially possible that it will be exposed to cost over-runs and possibly to delays to the 
project. 
 
A range of potential solutions include:  
 

• The establishment of specific forums (e.g. cement producers, transport, government 
representatives, etc.) 

• The establishment of task teams to set guidelines and priorities 
• The establishment of specific research teams to investigate existing and future 

capacity requirements 
• Initiatives, such as the IISS project (this project) to create dialogue between 

government and private sector 
• A specific initiative aimed at targeted training of personnel on a priority basis, with 

regards to the shortage of human resources 
 
 
4.3.5 Summary and Conclusion 
 
The PPP Gautrain project comprises two key components that impact on infrastructure inputs.  
These are the civil works and the electrical and mechanical components.  Peak demand for 
infrastructure inputs, including materials, capital plant and equipment, cranes, transport 
equipment and skills for the Gautrain project are expected to occur in 2008 and 2009. 
 
Peak (in 2008) civil works material input requirements include reinforcing steel (30,000 tons), 
cement (98,000 tons), aggregate-stone (310,000 tons), aggregate-sand (261,000 tons) and 
diesel (10.15 million litres).  Requirements for these inputs are expected to be slightly lower in 
2009 than the projections for 2008.  Tower crane, mobile crane, concrete mixing trucks and 
tipper truck requirements will peak in 2008 when 18, 28, 42 and 72 units will be required 
respectively. 
 
Electrical and mechanical inputs requirements are also expected to peak in 2008 and 2009, 
driven by the need for concrete sleepers (28,848 tons in 2008) and blocks (3,832 tons in 
2009) respectively. 
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Skills requirements for management, engineers and planners appear to be fairly consistent 
over the project duration with requirements for artisans peaking in 2009 at 550 persons.  The 
concessionaire has raised concerns regarding the production of fabricated structures, 
inconsistent power supplies, skilled labour shortages and professional staff shortages, and 
believes that all of these could be resolved through interactions and/or the establishment of 
task teams with the relevant stakeholders through the involvement of Government. 
 
There does not seem to be any potential immediate infrastructure inputs challenge to the 
Gautrain project, which is beyond the proposed resolution mechanisms as presented, 
however given the broader infrastructure inputs demand for the host of Government projects, 
caution needs to be exercised over the proactive procurement of sensitive inputs described 
above. 
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4.4 2010 FIFA World CupTM 

 
The content of this sub-section has been derived from consultation with and contributions 
from the 2010 FIFA World CupTM Local Organising Committee and the respective Host Cities.   
 
 
4.4.1 Background 
 
South Africa will host the 2010 FIFA World CupTM between 11 June and 11 July 2010 at ten 
stadiums located in nine host cities: Johannesburg, Cape Town, eThekwini, Tshwane, Port 
Elisabeth, Rustenburg, Mbombela and Mangaung.   
 
Hosting the 2010 FIFA World CupTM provides an opportunity to reduce infrastructure 
investment backlogs in metropolitan areas and municipalities, with these investments 
targeting a wide range of projects from improvements in sport facilities to roads, airports and 
public transport networks84. 
 
2010 Infrastructure development will include the construction of new stadiums in certain host 
cities, the upgrading of existing stadiums in other host cities and the development and 
upgrading of precinct infrastructure in preparation for the 2010 FIFA World CupTM.  Each of 
the stadium projects are briefly described below:  
 
Johannesburg – Soccer City Stadium  
 
The Soccer City stadium in Johannesburg is to undergo a major upgrade for the 2010 
tournament, with a new design inspired by traditional African pottery and a revamped capacity 
for 95 000 football fans. The stadium will hold the final and opening matches, five first-round 
matches, one second-round match and one quarter-final. 
 
Johannesburg – Ellis Park Stadium 
 
Ellis Park in Johannesburg, Gauteng, is to undergo minor upgrades for 2010, and has a 
capacity of 60 000. It will host five first-round matches, one second-round and one quarter-
final.  
 
Cape Town – Greenpoint Stadium 
 
Greenpoint Stadium in Cape Town, Western Cape, is to be specially built for 2010, with a 
retractable roof and a capacity of 68 000. It will host six first-round matches, one second-
round, one quarter-final and one semi-final match. 
 
eThekwini - Moses Mabida Stadium 
 
The Moses Mabida Stadium in Durban, KwaZulu-Natal, is to be specially built for 2010, with 
a capacity of 80 000. It will host six first-round matches, one second-round, and one semi-
final match 
  
Tshwane- Loftus Versfeld Stadium 
 
Loftus Versveld stadium in Pretoria, Gauteng, is to undergo minor upgrades for 2010, and 
has a capacity of 45 000. It will host four first-round matches and one second-round. 
 
 
 
 

                                                 
84 National Treasury., 2007: Budget Review, p 122 
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Port Elisabeth – Nelson Mandela Stadium 
 
The Nelson Mandela Stadium in Port Elizabeth, Eastern Cape, is to be specially built for 
2010, with a capacity of 50 000. It will host five first-round matches, one second-round, one 
quarter-final, and the third-place playoff. 
 
Rustenburg – Royal Bafokeng Stadium 
 
The Royal Bafokeng Stadium in Rustenburg, North West, is to undergo a minor upgrade, 
increasing its capacity to 45 000. It will host four first-round matches and one second-round. 
 
Polokwane – Peter Mokaba Stadium 
 
The Peter Mokaba Stadium in Polokwane is to undergo a major upgrade, increasing its 
capacity to 40 000. It will host four first-round matches. 
 
Nelspruit – Mbombela Stadium 
 
The Mbombela Stadium in Nelspruit, Mpumalanga, is to be specially built, with a capacity of 
30 000. It will host four first-round matches. 
 
Mangaung – Free State Stadium 
 
The Free State Stadium in Mangaung, Free State, is to have a major upgrade, with a third 
tier added, increasing its capacity to 45 000. It will host five first-round matches and one 
second-round. 
 
Some of the critical dates for the preparation of infrastructure for the 2010 FIFA World CupTM 
include85:  
 

• September 2008  FIFA inspection team reviews state of readiness 
• December 2008 Construction work on stadiums complete 
• June 2009  South Africa hosts the Confederations Cup 
• December 2009 Stadiums and supporting infrastructure complete 
• June 2010  South Africa hosts the FIFA World CupTM 

 
In the 2005 Budget, initial allocations of R 4.1billion were made for the 2010 FIFA World 
CupTM.  This has now increased further, with an additional R13.3 billion over the medium 
term.  Of the total amount R8.4 billion is earmarked for stadium construction and the balance 
for associated infrastructure.  The project descriptions or each of the stadiums are listed 
below. 
 
 
 
 
 
 
 
 
 
 
 
 
                                                 
85 National Treasury., 2007: Budget Review, p 122 
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4.4.2 2010 FIFA World CupTM Project Overview 
 
The 2010 FIFA World CupTM projects will focus on new stadium development, stadium 
upgrades and precinct infrastructure as listed in the tables below.  No project information was 
submitted by Host Cities: Cape Town and Mangaung.   
 

Project Name Soccer City Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project Johannesburg – Nasrec 
Project Timing   Start Date: Feb 2007 End Date: April 2009 Duration 26 months 
Project Description  Major upgrade (rebuilding) of the existing Soccer City Stadium 
Project Value R 1.898 billion 
 
Project Name Nasrec Precinct 
Project Category  Precinct Infrastructure 
Spatial location of Project Johannesburg – Nasrec 
Project Timing   Start Date: Oct 2006 End Date: Dec 2009 Duration: 35 months 
Project Description  Upgrading of the Nasrec Precinct and the Bus Rapid Transit system 
Project Value R 600 million 
 
Project Name Ellis Park Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project Johannesburg 
Project Timing   Start Date: April 2007  End Date:  Dec 2008 Duration: 21 months 
Project Description  Upgrading of the Ellis Park stadium to meet FIFA requirements 
Project Value R 229 million 
 
Project Name Ellis Park Precinct 
Project Category  Precinct Infrastructure 
Spatial location of Project Johannesburg 
Project Timing   Start Date: April 2007 End Date: Oct 2009 Duration: 29 months 
Project Description  Upgrading of the Ellis Park Precinct (including parking facilities etc.) 
Project Value R 580 million 
 
Project Name New Durban Stadium – Moses Mabida Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project The Stadium lies within the North South Corridor consists of Umgeni Road, NMR Avenue, 

Northway Road, Metropolitan Route 4, N2 and the North-South Rail Line, the harbor is about 
15km from the Stadium.This corridor is responsible for carrying approximately 70 percent of 
the cities traffic in a north-south direction.  

Project Timing   Start Date: Jan 2007 End Date: May 2009 Duration: 29 months 
Project Description  The New Durban Stadium has been designed for a seating capacity of 70,000 people (with a 

possible maximum capacity of 85,000) and will host a half final of the FIFA World Cup 2010. 
The Stadium consists of Bowl (reinforced concrete structure and brick work), Roof 
(membrane/steel structure) and Podium (reinforced concrete structure and earth works). 

Project Value R 2.078 billion 
 
Project Name New Durban Stadium – Precinct and People’s Park 
Project Category  Precinct infrastructure 
Spatial location of Project The Precinct and Peoples Park lies within the North South Corridor consists of Umgeni Road, 

NMR Avenue, Northway Road, Metropolitan Route 4, N2 and the North-South Rail Line, the 
harbor is about 15km from the Stadium.This corridor is responsible for carrying approximately 
70 percent of the cities traffic in a north-south direction. 

Project Timing   Start Date: Sept 2008 End Date: Mar 2010 Duration: 18 months 
Project Description  Precinct and Peoples Park are parking and entrance areas and substantial parts of the New 

Durban Stadium. Both items will create appropriate surroundings. The project includes a 
public parking (4.500 bays made of reinforced concrete) and external works (road works, earth 
works, concrete works etc.) 

Project Value R 66 million 
 

Source: 2010 FIFA World CupTM Host Cities 

Table 32: 2010 FIFA World CupTM project descriptions (1) 
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Source: 2010 FIFA World CupTM Host Cities 

Table 33: 2010 FIFA World CupTM project descriptions (2) 

Project Name Loftus Versfeld Stadium upgrades 
Project Category  Stadium Infrastructure 
Spatial location of Project Corner of Kirkness Street and Lynwood Road, Hatfield, Tshwane 
Project Timing   Start Date: Oct 2007 End Date: Aug 2008 Duration: 11 months 
Project Description  Upgrades entail: north and south entries upgrade, ablution facilities, new lift, turnstiles, 

upgrade concession stalls, extend VOC, new roof over eastern pavilion, replace seats, dug 
outs, electrical and electronic upgrades, pull out shelter over tunnel 

Project Value R 102.435 million 
 
Project Name Loftus Regional Access 
Project Category  Precinct Infrastructure 
Spatial location of Project Vicinity of Loftus Stadium, Hatfield, Tshwane 
Project Timing   Start Date: Mar 2007 End Date: Mar 2009 Duration: 24 months 
Project Description  Upgrading of road access including upgrades of Charles Street, Pretorius, Schoeman, 

Duncan and Glyn Streets in Tshwane 
Project Value R 200 million 
 
Project Name Loftus Access to Airports 
Project Category  Larger Precinct Infrastructure 
Spatial location of Project Access from N4 Toll road to Wonderboom Airport 
Project Timing   Start Date: July 2006 End Date: Dec 2009 Duration: 42 months 
Project Description  Provision of critical access from N4 Toll Road to Wonderboom Airport along new provincial 

road K97 (and Lintveld Road upgrades). 
Project Value R 90million 
 
Project Name Rustenburg Royal Bafokeng Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project Phokeng 
Project Timing   Start Date: Aug 2007 End Date: Nov 2008 Duration: 17 months 
Project Description  Construction of a further 6000 seats and meeting further FIFA requirements 
Project Value R 141million 
 
Project Name New Peter Mokaba Sporting Complex 
Project Category  Stadium Infrastructure 
Spatial location of Project Polokwane 
Project Timing   Start Date: Mar 2007 End Date: June 2009 Duration: 22 months 
Project Description  Construction of the 45 000 seat capacity stadium build on vacant land adjacent to the existing 

Peter Mokaba stadium.  The stadium will also be used for rugby matches in legacy mode. 
Project Value R 870.6million 
 
Project Name New Mbombela Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project Halls Gateway, 4 km east of Nelspruit 
Project Timing   Start Date: Feb 2007 End Date: Mar 2009 Duration: 26 months 
Project Description  Construction of the new 46000 seat FIFA compliant stadium on a Greenfield site 
Project Value R 875 million Project value (excl. VAT), R710.6 million Construction value (excl. VAT) 
 
Project Name New Nelson Mandela Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project Prince Alfred site, North End, Port Elisabeth 
Project Timing   Start Date: TBA End Date: TBA Duration: 21 months 
Project Description  Construction of the new 50000 seat FIFA compliant stadium 
Project Value R1013 million 
 
Project Name Cape Town Green Points Stadium 
Project Category  Stadium Infrastructure 
Spatial location of Project TBA 
Project Timing   Start Date: TBA End Date: TBA Duration: TBA 
Project Description  TBA 
Project Value TBA 
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4.4.3 Projections of Major Infrastructure Inputs 

 
The projections of major infrastructure inputs (materials, capital equipment, transport 
equipment and skills) are presented below for the respective Host City stadium and precinct 
infrastructure projects.   
 
No data projections were received from Host City: Cape Town and in-complete information 
was submitted by Host Cities: Rustenburg, Port Elisabeth and Mangaung. 
 
 

Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Johannesburg - Soccer City  

Stadium Infrastructure (Rebuild) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Materials 
 
Steel (tons) 7,000 4,900 2,100 - - 
Aluminium Cladding (sq mt) 41,064 21,064 20,000 - - 
Cement (tons) 42,000 29,040 12,600 - - 
Clay Bricks (tons) 22,000 9,680 12,320 - - 
Concrete Blocks interlock (sq mt) 90,000 45,000 45,000 - - 
Timber (sq mt) 150,000 60,000 90,000 - - 
Glass (sq mt) 3,000 1,500 1,500 - - 
Plastic Pipes (m) 5,000 2,350 2,650 - - 
Roof Membrane (sq mt) 40,000 27,200 12,800 - - 
Aggregate – Stone Mix (cu mt) 70,000 63,000 7,000 - - 
Ready-mix Concrete (cu mt) 100,000 85,000 15,000 - - 
Bitumen (tons) 2 1 1 - - 
 
Cranes 
 
Tower cranes (3 ton) 10 10 10 10 - 
Mobile cranes (35 ton) 3 3 3 3 - 
 
Skills 
 
General and Project Managers 5 5 5 5 - 
Specialist Eng. and Designers 2 2 2 2 - 
Architects 6 6 6 6 - 
Quantity Surveyors 3 3 3 3 - 
Planners 2 2 2 2 - 
Construction Managers 3 3 3 3 - 
Related Technologists 4 4 4 4 - 
Artisans – Plumbers 10 10 10 10 - 
Artisans – Bricklayers 50 50 50 50 - 
Artisans – Electricians 10 10 10 10 - 

 
Source: Host City - Johannesburg 

Table 34: Soccer City Stadium infrastructure inputs projections (2007-2009) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Johannesburg - Soccer City 

Nasrec Precinct Infrastructure Total 2007 2008 2009 
Peak Year 2010 

 
Materials 
 
Steel (tons) 2,907 436 873 1,017 581 
Aluminium (tons) 6 1 2 2 1 
Cement (tons) 38,253 5,737 11,476 13,389 7,651 
Clay Bricks (tons) 2,674 401 802 936 535 
Timber (cu mt) 6 1 2 2 1 
Glass (sq mt) 44 7 13 15 9 
Ceramic ware – tiles (sq mt) 275 41 83 96 55 
Plastic Pipes (tons) 264 40 79 92 53 
Roof Sheet Steel (sq mt) 19,800 2,970 5,940 6,930 3,960 
Aggregate – Stone Mix (tons) 25,740 3,861 7,722 9,009 5,148 
Ready-mix Concrete (tons) 17,360 2,604 5,208 6,076 3,472 
Bitumen (tons) 34,122 5,118 10,237 11,943 6,824 
 
Capital Equipment 
 
Yellow Metal (unspecified cat.) (units) 10 4 10 10 6 
 
Cranes 
 
Cranes (unspecified categories) (units) 3 1 3 3 2 
 
Skills 
 
General and Project Managers 4 2 4 4 2 
Specialist Eng. and Designers 7 7 6 3 2 
Architects 3 3 3 2 1 
Quantity Surveyors 4 4 4 4 4 
Planners 1 1 1 1 1 
Construction Managers 6 6 6 6 6 
Artisans – Plumbers 10 10 10 10 10 
Artisans – Bricklayers 15 15 15 10 10 
Artisans – Electricians 15 5 15 15 5 

 
Source: Host City - Johannesburg 

Table 35: Nasrec Precinct infrastructure inputs projections (2007-2010) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Johannesburg Rapid Transit System 

Nasrec Precinct Infrastructure Total 2007 2008 2009 
Peak Year 2010 

 
Materials 
 
Steel (tons) 1,290 194 385 452 259 
Aluminium (tons) 2 - 1 1 - 
Cement (tons) 94,404 14,161 28,321 33,041 18,881 
Plastic Pipes (tons) 2,481 372 744 869 496 
Aggregate – Stone Mix (tons) 99,523 14,928 29,857 34,833 19,905 
Ready-mix Concrete (tons) 39,809 5,971 11,943 13,933 7,962 
Bitumen (tons) 159,236 23,885 47,771 55,733 31,847 
 
Capital Equipment 
 
Yellow Metal (unspecified cat.) (units) 3 0 3 3 1 
 
Cranes 
 
Cranes (unspecified categories) (units)  15 5 15 15 5 
 
Skills 
 
General and Project Managers 5 2 4 5 5 
Specialist Eng. and Designers 15 15 15 15 10 
Architects 5 2 2 5 5 
Quantity Surveyors 4 4 4 4 4 
Planners 1 1 1 1 1 
Construction Managers 5 5 5 5 5 
Artisans - Plumbers 10 5 10 10 10 
Artisans - Bricklayers 30 0 0 30 30 
Artisans - Electricians 10 5 10 10 10 

 
Source: Host City - Johannesburg 

Table 36: Johannesburg Rapid Transit System infrastructure inputs projections (2007-2010) 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    56

 
 

Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Johannesburg - Ellis Park 

Stadium Infrastructure (Minor Upgrade) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Materials 
 
Steel (tons) 300 100 200 - - 
Aluminium (tons) 50 10 40 - - 
Cement (tons) 1,000 500 500 - - 
Clay Bricks (tons) 20,000 10,000 10,000 - - 
Glass (sq mt) 1,000 300 700 - - 
Roof Sheet Steel (sq mt) 2,500 500 2,000 - - 
Ready-mix Concrete (cu mt) 8,000 4,000 4,000 - - 
 
Skills 
 
General and Project Managers 2 2 2 - - 
Specialist Eng. and Designers 5 5 5 - - 
Architects 3 3 3 - - 
Quantity Surveyors 2 2 2 - - 
Planners 2 2 2 - - 
Construction Managers 2 2 2 - - 
Related Technologists 3 3 3 - - 
Artisans – Plumbers 4 4 4 - - 
Artisans – Bricklayers 20 20 20 - - 
Artisans – Electricians 15 15 15 - - 

 
Source: Host City - Johannesburg 

Table 37: Ellis Park Stadium infrastructure inputs projections (2007-2008) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Johannesburg - Ellis Park 

Precinct Infrastructure Total 2007 2008 
Peak Year 2009 2010 

 
Materials 
 
Steel (tons) 300 30 135 90 45 
Cement (tons) 3,250 1,200 850 750 450 
Clay Bricks (tons) 500 100 175 150 75 
Concrete Blocks (tons) 2,235 300 900 690 345 
Timber (cu mt) 60 18 20 13 9 
Plastic Pipes (tons) 400 60 160 120 60 
Aggregate – Stone Mix (tons) 20,000 4,200 6,800 6,000 3,000 
Ready-mix Concrete (tons) 2,500 900 600 650 350 
Bitumen (tons) 3,700 700 1,250 1,110 640 
 
Cranes 
 
Tower cranes (3 ton) 2 2 2 - - 
Mobile cranes (35 ton) 2 2 2 - - 
 
Skills 
 
General and Project Managers 3 2 3 3 1 
Specialist Eng. and Designers 4 3 4 4 2 
Architects 4 3 4 3 2 
Quantity Surveyors 3 2 3 2 1 
Construction Managers 6 3 6 6 4 
Related Technologists 9 5 9 9 6 
Artisans – Plumbers 2 2 2 1 1 
Artisans – Bricklayers 19 15 18 19 10 
Artisans – Electricians 3 2 2 3 2 

 
Source: Host City - Johannesburg 

Table 38: Ellis Park Precinct infrastructure inputs projections (2007-2010) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
e-Thekwini - Moses Mabida  

Stadium Infrastructure (New) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Materials 
 
Steel – Reinforcement (tons) 5,000 3,500 1,500 - - 
Aluminium (tons) 1,300 - 1,000 300 - 
Cement (tons) 4,500 2,000 1,500 1,000 - 
Clay Bricks (tons) 12,000 6,000 4,000 2,000 - 
Glass (sq mt) 5,300 300 3,000 2,000 - 
Ceramic ware – tiles (sq mt) 50,000 5,000 20,000 25,000 - 
Plastic Pipes (m) 40 15 20 5 - 
Roof Steel Structure (imported) (tons) 6,900 4,000 2,900 - - 
Roof Membrane (imported) (sq mt) 40,000 - 40,000 - - 
Reinforced concrete (tons) 6,800 3,000 2,300 1,500 - 
Column structures (tons) 1,200 800 400 - - 
 
Capital Equipment 
 
Trucks (10t capacity) 15 15 15 - - 
Loader (10t capacity) 8 8 8 - - 
Excavator (10t capacity) 6 6 6 - - 
Dumpers (10t capacity)  7 7 7 - - 
 
Cranes 
 
Tower Crane (100t capacity) 2 2 2 - - 
Tower Crane (50t capacity) 3 3 3 - - 
Tower Crane (30t capacity) 5 5 5 - - 
Tower Crane (20t capacity) 2 2 2 - - 
Mobile Crane (100t capacity) 3 3 3 - - 
Mobile Crane (50t capacity) 5 5 5 - - 
Mobile Crane (30t capacity) 8 8 8 - - 
Mobile Crane (20t capacity) 3 3 3 - - 
 
Transport Equipment 
 
Trucks (20t and above) (20t units pa) 12,000 6,000 5,000 1,000 - 
 
Skills 
 
General and Project Managers 15 15 15 15 - 
Specialist Eng. and Designers 65 65 65 65 - 
Architects 10 10 10 5 - 
Quantity Surveyors 18 12 18 6 - 
Planners 3 3 2 1 - 
Construction Managers 8 8 8 4 - 
Related Technologists 60 60 60 30 - 
Artisans - Plumbers 40 20 40 30 - 
Artisans - Bricklayers 150 50 150 60 - 
Artisans - Electricians 90 20 90 90 - 

 
Source: Host City – e-Thekwini 

Table 39: Moses Mabida Stadium infrastructure inputs projections (2007-2009) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
e-Thekwini - Moses Mabida  

Precinct Infrastructure Total 2007 2008 2009 
Peak Year 2010 

 
Materials 
 
Steel (tons) 40 - 40 - - 
Aluminium (tons) 70 - - 70 - 
Cement (tons) 400 - - 400 - 
Clay Bricks (tons) 2,500 - 1,100 1,400 - 
Paving (sq mt) 6,200 - - 4,700 1,500 
Palisade fencing (m) 1,110 - - 1,110 - 
Aggregate – Stone Mix (tons) 22,300 - - 22,300 - 
Ready-mix Concrete (tons) 2,100 - 800 1,300 - 
Bitumen (tons) 1,900 - 1,500 400 - 
Grassing (sq mt) 22,000 - - 20,000 2,000 
 
Capital Equipment 
 
Trucks (10t capacity) 3 - 3 2 - 
Loader (10t capacity) 1 - 1 1 - 
Dumpers (10t capacity) 3 - 3 1 - 
 
Cranes 
 
Mobile Crane (50t capacity) 3 - 3 3 - 
Mobile Crane (30t capacity) 3 - 3 3 - 
Mobile Crane (20t capacity) 3 - 3 3 - 
 
Skills 
 
General and Project Managers 2 - 2 2 - 
Specialist Eng. and Designers 2 - 2 1 - 
Architects 3 - 3 3 - 
Quantity Surveyors 3 - 3 3 - 
Planners 1 - 1 1 - 
Construction Managers 1 - 1 1 - 
Artisans - Plumbers 20 - 15 20 - 
Artisans - Bricklayers 30 - 30 20 - 
Artisans - Electricians 25 - 15 25 - 

 
Source: Host City – e-Thekwini 

Table 40: Moses Mabida Precinct and Peoples park infrastructure inputs projections (2007-2010) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Tshwane - Loftus Versfeld 

Stadium Infrastructure (Minor Upgrade) Total 2007 2008 
Peak Year 2009 2010 

 
Materials 
 
Steel (2m x 4m x 30m columns) (units) 10 - 10 - - 
Ceramic tiles (sq mt) 400 - 400 - - 
Roof Sheet Steel (sq mt) 5,000 - 5,000 - - 
 
Cranes 
 
Cranes (unspecified category) (units) 2 - 2 - - 
 
Skills 
 
General and Project Managers 1 1 1 - - 
Specialist Eng. and Designers 1 1 1 - - 
Architects 1 1 1 - - 
Quantity Surveyors 1 1 1 - - 
Construction Managers 1 1 1 - - 
Related Technologists 1 1 1 - - 
Artisans - Plumbers 2 - 2 - - 
Artisans - Bricklayers 4 - 4 - - 
Artisans - Electricians 4 - 4 - - 

 
Source: Host City – Tshwane 

Table 41: Loftus Versveld Stadium infrastructure inputs projections (2007-2008) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Tshwane - Loftus Versfeld 

Precinct Infrastructure  Total 2007 2008 
Peak Year 

2009 
Peak Year 2010 

 
Materials 
 
Concrete Blocks (tons) 22,050 - 8,820 8,820 4,410 
Aggregate – Stone Mix (tons) 28,100 - 11,000 11,000 6,100 
Ready-mix Concrete (tons) 12,100 - 5,000 5,000 2,100 
Bitumen (tons) 330 - 140 140 50 
 
Capital Equipment 
 
Capital Equipment (unspec. cat.) (units) 5 - 4 5 - 
 
Transport Equipment 

 
Trucks (unspecified capacity) (units) 3 1 3 3 3 
 
Skills 
 
General and Project Managers 4 2 4 4 3 
Specialist Eng. and Designers 3 2 3 3 3 
Planners 1 1 1  1 
Construction Managers 2 2 2 2 2 
Related Technologists 6 4 6 6 6 

 
Source: Host City – Tshwane 

Table 42: Loftus Versfeld Precinct infrastructure inputs projections (2007-2010) 

 
 

Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Rustenburg - Royal Bafokeng 

Stadium Infrastructure (Minor Upgrade) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Skills 
 
General and Project Managers 2 2 2 - - 
Specialist Eng. and Designers 1 1 1 - - 
Architects 1 1 1 - - 
Quantity Surveyors 1 1 1 - - 
Planners 1 1 1 - - 
Construction Managers 3 3 3 - - 
Related Technologists 2 2 2 - - 
Artisans – Plumbers 2 1 2 - - 
Artisans – Bricklayers 10 10 10 - - 
Artisans – Electricians 10 10 10 - - 

 
Source: Host City – Rustenburg 

Table 43: Royal Bafokeng Stadium infrastructure inputs projections (2007-2010) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Rustenburg - Royal Bafokeng 

Precinct Infrastructure Total 2007 2008 
Peak Year 2009 2010 

 
Materials 
 
Steel (tons) 660 320 340 - - 
Cement (tons) 8 3 5 - - 
Clay Bricks (‘000) 100 - 100 - - 
Concrete Blocks interlock (‘000) 135 - 135 - - 
Ceramic tiles (sq mt) 600 - 600 - - 
Plastic Pipes (tons) 5 - 5 - - 
Roof Sheet Steel (sq mt) 8,500 - 8,500 - - 
Ready-mix Concrete (tons) 3,300 1,600 1,700 - - 
 
Capital Equipment 
 
Capital Equip (unspecified cat.) (units) 4 4 4 - - 
 
Cranes 
 
Cranes (unspecified capacity) (units) 2 2 2 - - 
 
Transport Equipment 
 
Trucks (6ton capacity) 3 3 3 - - 
 
Skills 
 
General and Project Managers 5 5 5 - - 
Specialist Eng. and Designers 7 7 7 - - 
Architects 12 12 12 - - 
Quantity Surveyors 4 4 4 - - 
Planners 2 2 2 - - 
Construction Managers 3 3 3 - - 
Related Technologists 2 2 2 - - 
Artisans – Plumbers 6 6 6 - - 
Artisans - Bricklayers 15 15 15 - - 
Artisans - Electricians 4 4 4 - - 

 
Source: Host City – Rustenburg 

Table 44: Royal Bafokeng Precinct infrastructure inputs projections (2007-2008) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Polokwane - Peter Makaba 

Stadium Infrastructure (Major Upgrade) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Materials 
 
Steel – structural and rebar (tons) 10,900 5,000 5,900 - - 
Cement (8 x 50kg bag in a cub mt) (tons) 23,000 9,000 14,000 - - 
Clay Bricks (sq mt) 46,326 23,163 18,530 4,633 - 
Timber (cub mt) 25 10 12 3 - 
Glass (sq mt) 1,700 170 1,360 170 - 
Ceramic ware – tiles (sq mt) 9,346 934 8,411 - - 
Plastic Pipes (all diameters incl.) (m) 17,399 5,801 5,799 5,799 - 
Roof sheet steel (sq mt) 38,360 - 38,360 - - 
Aggregate – Stone Mix (tons) 64,000 25,000 39,000 - - 
Ready-mix Concrete (cu mt) 12,900 6,900 6,000 - - 
Bitumen (tons) 1,200 - - 1,200 - 
 
Cranes 
 
Cranes (unspecified categories) (units) 12 12 12 - - 
 
Skills 
 
General and Project Managers 3 3 2 2 - 
Specialist Eng. and Designers 25 25 15 5 - 
Architects 4 4 4 3 - 
Quantity Surveyors 4 4 4 3 - 
Planners 2 2 2 2 - 
Construction Managers  26** 26** 26** 26** - 
Related Technologists 10 10 10 4 - 
Artisans – Plumbers 40 40 40 40 - 
Artisans - Bricklayers 60 60 60 60 - 
Artisans - Electricians 60 20 60 30 - 

 
Source: Host City – Polokwane 

Table 45: Peter Mokaba Stadium infrastructure inputs projections (2007-2009) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Nelspruit - Mbombela 

Stadium Infrastructure (New) Total 2007 
Peak Year 

2008 
Peak Year 2009 2010 

 
Materials 
 
Steel – Structural (tons) 2,610 500 2,000 110 - 
Steel – Reinforcing (tons) 9,947 3,500 5,947 500 - 
Aluminium (tons) 8 - 8 - - 
Cement (tons) 17,400 7,500 9,500 400 - 
Clay Bricks (tons) 18,700 4,000 13,000 1,700 - 
Concrete Blocks (incl. pavers) (tons) 3,960 - 2,760 1,200 - 
Timber (cub mt) 3 - 2 1 - 
Glass (sq mt) 1,970 - 1,500 470 - 
Ceramic ware (incl. tiles) (tons) 2,900 - 2,500 400 - 
Plastic Pipes (tons) 8 - 8 - - 
Roof sheet steel (sq mt) 35,800 - 35,800 - - 
Aggregate – Stone Mix (tons) 20,700 4,000 14,000 2,700 - 
Ready-mix Concrete (tons) 17,400 2,000 14,900 500 - 
Bitumen (tons) 330 - 270 60 - 
 
Cranes 
 
Tower cranes (unspecified capacity) 6 6 6 6 - 
 
Skills 
 
General and Project Managers 6 6 6 4 - 
Specialist Eng. and Designers 30 30 20 15 - 
Architects 10 10 10 4 - 
Quantity Surveyors 5 5 4 3 - 
Planners 2 2 2 1 - 
Construction Managers 5 5 5 3 - 
Related Technologists 20 20 20 10 - 
Artisans – Plumbers 10 5 10 5 - 
Artisans – Bricklayers 40 20 40 25 - 
Artisans – Electricians 10 10 10 5 - 

 
Source: Host City – Nelspruit 

Table 46: Mbombela Stadium infrastructure inputs projections (2007-2009) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Nelspruit - Mbombela 
Precinct Infrastructure Total 2007 2008 

Peak Year 2009 2010 

 
Materials 
 
Plastic Pipes (tons) 35 15 20 - - 
Ready-mix Concrete (tons) 2,300 800 1,200 300 - 
Bitumen (tons) 1,600 - 800 800 - 
 
Skills 
 
General and Project Managers 4 4 4 4 - 
Specialist Eng. and Designers 15 12 15 10 - 
Architects 2 2 2 2 - 
Quantity Surveyors 2 2 2 2 - 
Planners 4 4 2 2 - 
Construction Managers 8 - 8 8 - 
Related Technologists 40 - 40 40 - 
Artisans – Plumbers 10 - 8 10 - 
Artisans – Bricklayers 10 - 10 10 - 
Artisans – Electricians 4 - 2 4 - 

 
Source: Host City – Nelspriut 

Table 47: Mbombela Precinct infrastructure inputs projections (2007-2009) 

 
 

Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Port Elisabeth – Nelson Mandela 

Stadium Infrastructure (New) Total 2007 2008 2009 2010 
 
Materials (information outstanding) 
 
Steel – reinforcing (tons) 3,500 N/A N/A N/A N/A 
Steel – structural (roof) (tons) 2,200 N/A N/A N/A N/A 
Aluminium cladding (roof) (sq mt) 21,000 N/A N/A N/A N/A 
Clay Bricks (‘000) 3,134 N/A N/A N/A N/A 
Clay Brick (Pavers) (‘000) 1,378 N/A N/A N/A N/A 
Membrane for roof (PVC) (sq mt) 20,000 N/A N/A N/A N/A 
Concrete 31,000 N/A N/A N/A N/A 
 
Cranes (information outstanding) 
 
Cranes (unspecified categories) (units) 6 N/A N/A N/A N/A 

 
Source: Host City – Port Elisabeth 

Table 48: Nelson Mandela Stadium infrastructure inputs projections (2007-2010) 
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Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Mangaung – Free State 

Stadium Infrastructure (Major Upgrade) Total 2007 2008 
Peak Year 2009 2010 

 
Materials (information outstanding) 
 
Steel (tons) 2,100 850 1,250 - - 
Aluminium (tons) 40 15 25 - - 
Cement (tons) 180 70 110 - - 
Clay Bricks (tons) 2,400 950 1,450 - - 
Glass (sq mt) 3,000 1,200 1,800 - - 
Ceramic-ware (sq mt) 4,200 1,700 2,500 - - 
Roof sheet steel (sq mt) 6,600 2,600 4,000 - - 
Ready-mix concrete (tons) 7,600 3,000 4,600 - - 

 
Source: Host City – Mangaung 

Table 49: Free State Stadium infrastructure inputs projections (2007-2010) 

 
4.4.4 Analysis of Major Infrastructure Inputs 
 
Overall peak demand for infrastructure inputs relating to the 2010 FIFA World CupTM, are 
expected to occur between 2007 and 2008. 
 
Steel 
 
Total86 steel demand is expected to be 48.75kt from 2007 to 2010.  Peak steel87 (reinforcing 
and structural) demand for all captured stadium and precinct project data are expected to 
occur in 2007 and 2008 with 22.18kt and 23.52kt being required respectively.   
 
The order of magnitude for total steel demand (for all the stadium and precinct projects) is 
dependent on the steel requirements for Greenpoint Stadium and the other minor upgrade 
projects that were not included in the aforementioned projections, which could thus revise the 
total steel demand upwards to approximately 58kt for the period 2007 to 2010.  Revised peak 
steel demand, given this upward adjustment, could thus be approximated proportionately at 
26.38kt (in 2007) and 27.96kt (in 2008). 
 
Cement 
 
Total88 cement demand from 2007 to 2010 is expected to be 224.395kt, with peak demand for 
cement occurring in 2007 and 2008.  Peak89 cement demand for 2007 and 2008 are projected 
to be 69.2kt and 78.8kt respectively.   
 
The projections for cement do not include projections for three of the five new stadiums and 
some smaller upgrade projects (information was not provided by the respective host cities), 

                                                 
86 Total steel projections have not included steel column requirements at Loftus Versfeld, steel 
requirements for Greenpoint Stadium – Cape Town and steel requirements for Royal Bafokeng 
Stadium – Rustenburg 
87 Peak (2007 and 2008) steel projections have excluded all the above (for total steel) and assumed that 
the 33.5kt (reinforcing) and 2.2kt (structural) steel requirement for the Nelson Mandela Stadium – Port 
Elisabeth is spread equally between 2007 and 2008 (in accordance with the observed trend for the other 
stadium projects) 
88 Total cement demand excludes projections for Greenpoint Stadium (new), Royal Bafokeng Stadium 
(minor upgrade), Nelson Mandela Stadium (new), Loftus Versfeld Stadium (minor upgrade), Loftus 
Versfeld Precinct and Mbombela (new) – no information was presented by the respective host cities.  
89 Peak cement demand is based on the same exclusions above for total cement demand 
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and the requirements for each could differ significantly depending on the design and structural 
requirements.  It would, however, given the data available be reasonable to assume that the 
total cement demand from 2007 to 2010 will be in the order of magnitude of 325kt.  Adjusting 
the peak demand proportionately would thus yield estimated projections of 100.24kt (in 2007) 
and 113.47kt (in 2008). 
 
Skills 
 
Overall skills requirements for the analysed projects indicate a peak in 2008 (refer to the table 
below) when: 59 Project and General Managers, 61 Architects, 53 Quantity Surveyors, 53 
Construction Managers, 157 Related technologists, 159 Plumbers, 422 Bricklayers and 247 
Electricians will be required.   
 
Peak demand for 175 Specialist engineers and 21 Planners is expected to precede the 
overall 2008 peak and occur in 2007. 
 

Projections of Major Infrastructure Inputs 2010 FIFA World CupTM  
Total Projected Skills Requirements Total 2007 2008 

Peak Year 2009 2010 

 
Skills  
 
General and Project Managers 59 51 59 48 11 
Specialist Eng. And Designers 175 175 161 123 17 
Architects 61 57 61 33 8 
Quantity Surveyors 53 44 53 30 9 
Planners 21 21 19 11 3 
Construction Managers 53 41 53 38 17 
Related Technologists 157 111 157 103 12 
Artisans – Plumbers 159 103 159 136 21 
Artisans – Bricklayers 422 255 422 264 50 
Artisans – Electricians 247 101 247 192 17 

 
Source: Host Cities, SUDEO IBC 

Table 50: Total 2010 FIFA World CupTM infrastructure skills projections (2007 – 2010) 

 
 
4.4.5 Inputs sensitivities, dependencies and potential solutions 
 
The following infrastructure inputs sensitivities and dependencies were highlighted by the host 
cities surrounding the relative complexities of their respective stadium and precinct related 
projects.   
 
No apparent infrastructure inputs challenges were identified by host cities: Tshwane, 
Mangaung, Rustenburg and Limpopo90.  No information was made available by host city: 
Cape Town regarding the new Greenpoint Stadium. 
 
 
 
 
 
 
 
 

                                                 
90 This is possibly due to the limited nature of the stadium and precinct infrastructure upgrades required 
in these host cities respectively 
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Host City - Johannesburg 
 

Supply Sensitivities/Dependencies 
 
Supply of inputs materials will need to adhere to the following timing projections: 
1. Roof fabric is imported: (Order placed 02 May 2007, procurement & shipping on 16 July – 17 September 2008)  
2. Cladding to facade is imported: (Order placed 02 May 2007, procurement & shipping on 16 July – 17 September 

2008) 
3. Shortage of local material Cement: 05 March 2007 – 07 November 2008 
4. Brick-work: 03 Aug 2007 – 03 Feb 2009 
 
Potential Solutions 
 
1. Early pursuit of order to mitigate delay in manufacture 
2. May need to revert to importing materials which are found to be in short supply locally 
 
Implications 
 
1. Material input delays could result in delays to the contract end date 
2. Exchange rate fluctuations could lead to an increase in project costs 
3. Cost of importing will be an additional cost and could result in delays to the completion date 
 

 
Host City - e-Thekwini 
 

Supply Sensitivities/Dependencies 
 
1. On time delivery of reinforcement steel and cement is essential for the success of the project 
2. Local transport and traffic problems caused by the high traffic volume could cause delivery problems 
3. A similar start and completion date for all stadium projects could create shortages of input materials 

Investigation of this requires a comparison of demand and local production capacity. 
 
Potential Solutions 
 
1. Transport/delivery – rail could be used for material transport.  Current reliability of the rail system is, however, 

not always sufficient to ensure on time delivery. 
2. Shortage of building materials – requirements needs to be identified in advance to foresee national shortages  
3. Distribution of materials over the country could be coordinated, whereby coastal projects could use have 

preference over imported materials (via ships), and inland projects could consume local resources. 
 
Implications 
 
1. Both parts of the stadium project (stadium and precinct infrastructure) needs to be completed on time 
2. A minor delay of the stadium completion will cause problems with FIFA resulting from the reduced trial period.  A 

major delay could result in loss of the World Cup 
3. A delay of the people’s park or precinct infrastructure will cause traffic and security problems, which could also 

result in the loss of the World Cup 
 

 
Host City - Nelspruit 
 

Supply Sensitivities/Dependencies 
 
1. Design Skills: Experienced Project Managers, Structural Engineers and Draughtspersons are in short supply, 

but the Stadium is already staffed and requirement will not increase.  Not a significant risk. 
2. Construction Skills: Skilled Workers are in short supply. 
3. Materials: Do not foresee shortages except possibly structural steel and cement. Steel was sourced for Mossgas 

from Scotland and Japan with virtually no cost or time penalty.  Cement shortage would be disastrous and 
intervention is required to ensure this does not happen. 

 
Potential Solutions 
 
1. Construction Skills: Training and competitive wages to lure good quality artisans. 
2. Materials: Structural steel can be sourced from Scotland or Japan.  Cement from overseas? 
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Host City - Port Elisabeth 
 

Supply Sensitivities/Dependencies 
 
The following infrastructure inputs are critical to the success of the project: 
1. Sourcing of reinforcing steel 
2. Roof structure fabrication 
3. Roof erection specialists 
4. Roof cladding 
5. Roof membrane 
 
Potential Solutions 
 
1. Procurement of reinforcing steel (and other material inputs) will take place within one month of contract award, 

to ensure earliest possible order placement date  
2. Roof structure fabrication procurement is to be based on the pre-qualification delivery capacity of suppliers, 

manufacturers and specialist contractors 
 

 
From the concerns expressed by the respective host cities (engaged in the construction of 
new stadiums), the following issues emerge: 
 
Material inputs supply challenges, which could be avoided or minimised through early 
ordering of input materials following contract award.   
 
This could present some challenges, as the full bill of materials may not be available on 
contract award given that designs have not been finalised.  The other option will be to import 
whatever could not be sourced locally, which has added cost and potential lead time 
implications.  Overall the impact of material shortages could be serious given that resultant 
delays will occur which could possibly result in the host city losing the World Cup matches 
(dependent on the severity of the delay). 
 
Delivery challenges 
 
Traffic congestion has been flagged as an issue of concern, given its impact on inputs input 
materials delivery delays and prolonged turnaround times for vehicles involved in site 
preparation and clearing etc.  These could be managed through coordination and planning to 
ensure deliveries during off-peak periods, however, over a prolonged period it may be difficult 
to achieve. 
 
Material distribution and availability could result in perceived shortages, even where 
material does exist, albeit at a different location.   
 
Streamlined material distribution could involve the coastal utilisation of imported materials 
while inland projects source supplies from domestic resources.  Pricing, logistics and other 
unintended consequences of the above, however, need to be considered, as the situation 
may compromise existing distribution efficiencies. 
 
Concern has been raised regarding the availability of skills combined with requisite 
experience.   
 
This is not unique to the stadium and precinct infrastructure process given the concurrent 
activities stemming from other Government and Public Corporation infrastructure projects.  
Training and competitive (attractive) packages have been suggested as a short-term lever to 
attracting premium skills, which could work given the short to medium term nature of the 
projects considered. 
 
Manufacturing capabilities, particularly relating to fabrication capacity.    
 
This has resulted in the initiation of a pre-qualification process preceding procurement to 
essentially “size the market capacity and availability”, and on the basis of same make a 
determination regarding potential procurement sources and alternatives.  Given current 
increasing capacity challenges, manufacturing (fabrication and other) capacity needs to be 
identified as a critical path activity to ensure overall project success.  



Research Report for the Infrastructure Inputs Sector Strategy  
 

    70

4.4.6 Summary and Conclusion 
 
The 2010 FIFA World CupTM infrastructure projects embrace the development of 5 new 
stadiums and 5 stadium upgrades including adjoining precinct development and associated 
upgrades and the Johannesburg Rapid Transit System.  New stadiums will be built in Cape 
Town (Greenpoint Stadium), Johannesburg (Soccer City), e-Thekwini (Moses Mabida 
Stadium), Port Elisabeth (Nelson Mandela Stadium) and Nelspruit (Mbombela Stadium).  All 
new stadium construction contracts have been awarded and construction has now 
commenced at all sites. 
 
Infrastructure inputs projections for key materials, capital equipment, transport equipment and 
skills have been developed from submissions received from the respective host cities (with 
the exception of Cape Town – that had only recently appointed their contractor), which 
indicate the overall peak for infrastructure inputs in 2007 and 2008.   
 
Total steel (reinforcing and structural) demand is expected to be 48.754kt from 2007 to 2010, 
however, this projection did not include data for the new Greenpoint stadium and some minor 
upgrade projects.  It would thus be reasonable to assume an estimated total steel demand for 
all projects to be in the order of magnitude of 58kt for the period 2007 to 2010, with peak 
demand occurring in 2007 (approximately 26.38kt) and in 2008 (approximately 27.96kt). 
 
Projections for total cement demand from 2007 to 2010 are expected to be 224.395kt, 
however, this figure does not include three of the 5 new stadiums.  Based on the available 
data for the other projects, it would be reasonable to assume that the total projected demand 
for cement during this period to be approximately 325kt.  Peak demand for cement is 
expected to occur in 2007 and 2008 at 100.24kt and 113.47kt respectively. 
  
Overall skills requirements for the analysed projects indicate a peak in 2008 when: 59 Project 
and General Managers, 61 Architects, 53 Quantity Surveyors, 53 Construction Managers, 157 
Related technologists, 159 Plumbers, 422 Bricklayers and 247 Electricians will be required.  
Peak demand for 175 Specialist engineers and 21 Planners is expected to precede the 
overall 2008 peak and occur in 2007. 
 
Sensitivities raised by the host cities regarding the successful conclusion of the stadium and 
precinct related projects include: material inputs supply challenges (steel and cement 
especially), material inputs delivery challenges resulting from increasing traffic congestion, 
material inputs distribution challenges, the limited availability of scarce skills (artisans, 
engineers and management) and the limited capacity of manufacturing and fabrication 
companies. 
 
It would therefore appear, from the information supplied, that the host cities have taken 
reasonable steps to ensure early order placements of material inputs and have thus not 
expressed any serious concerns over significant infrastructure inputs that are or will present 
challenges to their respective projects.  Perhaps it is still the early stages of these projects, 
and given the momentum that is developing within the infrastructure pipeline nationally, it 
would be a matter of time before significant challenges regarding product accessibility, order 
lead times etc are faced.  Caution is thus advised, given the magnitude of certain material 
(steel and cement especially) requirements. 
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4.5 National Roads Infrastructure 
 
The content of this sub-section has been derived from consultation with and contributions 
from the South African National Roads Agency Limited (SANRAL), who are responsible for 
National Roads Infrastructure.   
 
 
4.5.1 Background 
 
 
SANRAL was established in 1998 in accordance with the South African National Roads 
Agency Limited and National Roads Act 1998 and are an independent, statutory company 
registered in terms of the Companies Act.  The South African Government, represented by 
the Minister of Transport, is the sole shareholder and owner of the Agency.  SANRAL’s 
mandate is to develop, maintain and manage South Africa's 16,100 kilometre primary road 
network comprising over R150 billion in assets, excluding land. 
 
The primary focus of SANRAL over the next decade will be to ensure that the Primary Road 
Network of South Africa is delivering optimum efficiency to the road users under the 
challenges of available budgets.  This is expected to be achieved in accordance with the 
following prioritisations: 
 

1. Asset Preservation: All routine and periodic maintenance requirements of the existing 
network will be addressed from the available budget; 

 
2. Strengthening: The remaining portion of the non-toll budget will then be utilised to 

address the backlog in strengthening (roads with 5 years of life or less).  Currently 
37% (5,400 km) of the primary non-toll network falls into this category, and 

 
3. Capacity Expansion: Due to budget challenges from Treasury, the urgent capacity 

expansions required predominantly in Gauteng Province, Durban Metro and Cape 
Town Metro will be addressed through the toll financing mechanism. 

 
 
Project Stage 2006/07 2007/08 2008/09 2009/10 No of 

Projects 

Design 54,082,950 1,555,952,094 5,175,918,320 10,122,902,033 225 

Tender  44,774,914 250,718,177 278,002,367 151,439,191 8 

Construction 2,667,302,727 3,006,954,129 2,169,346,639 1,118,253,868 256 

Total 2,765,160,591 4,813,624,401 7,623,267,325 11,392,595,092 489 

 
Source: SANRAL 

Table 51: SANRAL medium term expenditure (Rand incl. VAT) 
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4.5.2 National Roads Projects Overview 
 
A brief snapshot of road projects that are either in the construction, tender and design stages 
are highlighted below: 
 
 

Project Name Hilltop (km 13, 94) to Barberton (km 39, 32) 
Project Category  Roads – Tender Award Stage 
Spatial location of Project R40 between Nelspruit and Barberton 
Project Timing   Start Date:  May 2007 End Date: July 2009 Duration: 26 months 
Project Description  Upgrading (add additional lanes, rework 300mm of existing layers by adding cement, add new 

150mm G1 base layer, followed by new surfacing) of 25.4 km of the R40 between Nelspruit 
and Barberton. 

Project Value Below R350 million 
 
Project Name Oranjerivier to Springfontein 
Project Category  Roads – Tender Award Stage 
Spatial location of Project N1 between Colesberg and Springfontein 
Project Timing   Start Date:  June 2007 End Date: August 2009 Duration: 30 months 
Project Description  Rehabilitation (rework 300mm of existing layers by adding cement, add new 150mm G1 base 

layer, followed by new surfacing) of  48 km of the N1 between Colesberg and Springfontein. 
Project Value Below R300 million 
 
Project Name Senekal to Vals rivier 
Project Category  Roads – Tender Award Stage 
Spatial location of Project N5 between Senekal and Bethlehem 
Project Timing   Start Date: May 2007 End Date: Sep 2009 Duration: 27 Months 
Project Description  Rehabilitation (rework 300mm of existing layers by adding cement, add new 150mm G1 base 

layer, followed by new surfacing) of  40 km of the N5 between Senekal and Bethlehem. 
Project Value Below R300 million 
 
Project Name Jan Smuts/R21 to Tom Jones 
Project Category  Roads – Tender Stage 
Spatial location of Project N12 between R21 I/C and Tom Jones I/C 
Project Timing   Start Date:  Sep 2007 End Date: March 2010 Duration: 30 months 
Project Description  Upgrading (add additional lanes, rework 300mm of existing layers by adding cement, add new 

concrete surface layer of 9.14 km of the N12 between R21 I/C and Tom Jones I/C. 
Project Value Below R650 million 
 
Project Name Gillooly's - Jan Smuts/R21 
Project Category  Roads – Design Stage 
Spatial location of Project N12 between Gillooly's I/C and  Jan Smuts/R21 I/C 
Project Timing   Start Date:  Apr 2008 End Date: Oct 2010 Duration: 30 Months 
Project Description  Upgrading (add additional lanes, rework 300mm of existing layers by adding cement, add new 

concrete surface layer of 13.1 km of the N12 between R21 I/C and Tom Jones I/C. 
Project Value Below R1 billion 
 
Project Name Tom Jones – Daveyton 
Project Category  Roads – Design Stage 
Spatial location of Project N12 between Tom Jones I/C and Daveyton I/C 
Project Timing   Start Date:  Apr 2008 End Date: Oct 2010 Duration: 30 months 
Project Description  Upgrading (add additional lanes, rework 300mm of existing layers by adding cement, add new 

concrete surface layer of 10.3 km of the N12 between Tom Jones I/C and Daveyton I/C. 
Project Value Below R450 million 
 
Project Name Gauteng Toll Road Scheme 
Project Category  Roads – Design Stage 
Spatial location of Project Gauteng Province 
Project Timing   Start Date:  April 2007 End Date: March 2012 Duration: 60 
Project Description  Upgrading (adding lanes to N1, N3, N12, N14, R21) and constructing PWV5, PWV9, PWV14 

in the Gauteng Province  
Project Value Below R16.55 billion 

 
Source: SANRAL 

Table 52: SANRAL Road Project Listing (1) 
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Project Name Volksrust to Amersfoort 
Project Category  Roads – Construction Stage 
Spatial location of Project N11 between Volksrust and Amersfoort 
Project Timing   Start Date:  April 2006  End Date: March 2008 Duration: 24 months 
Project Description  Rehabilitation (rework 300mm of existing layers by adding cement, add new 150mm G1 base 

layer, followed by new surfacing) of  42.1 km of the N11 between Volksrust and Amersfoort 
Project Value Below R250 million 
 
Project Name Amersfoort to Ermelo 
Project Category  Roads – Construction Stage 
Spatial location of Project N11 between Amersfoort and Ermelo 
Project Timing   Start Date:  April 2007 End Date: August 2009 Duration: 30 months 
Project Description  Rehabilitation (rework 300mm of existing layers by adding cement, add new 150mm G1 base 

layer, followed by new surfacing) of  57.8 km of the N11 between Amersfoort and Ermelo. 
Project Value Below R300 million 
 
Project Name Beefmaster i/s to Bloemhof 
Project Category  Roads – Construction Stage 
Spatial location of Project N12 between Christina and Bloemhof 
Project Timing   Start Date: January 2007 End Date: August 2009 Duration: 30 Months 
Project Description  Rehabilitation (rework 300mm of existing layers by adding cement, add new 150mm G1 base 

layer, followed by new surfacing) of  40.2 km of the N12 between Christina and Bloemhof. 
Project Value Below R250 million 
 
Project Name Tsitsikamma – Witelsbos 
Project Category  Roads – Construction Stage 
Spatial location of Project N2 between Plettenberg Bay and Jeffreys Bay  
Project Timing   Start Date:  April 2006 End Date: March 2008 Duration: 24 months 
Project Description  Upgrading (widen the road and rework 300mm of existing layers by adding cement, add new 

150mm G1 base layer, followed by new surfacing) of  13.9 km of the N2 between Plettenberg 
Bay and Jeffreys Bay 

Project Value Below R350 million 
 
Project Name Glen Lyon to Zandkraal 
Project Category  Roads – Tender Award Stage 
Spatial location of Project N1 between Bloemfontein and Winburg 
Project Timing   Start Date:  April 2007 End Date: August 2009 Duration: 30 months 
Project Description  Upgrading (add additional lanes, rework 300mm of existing layers by adding cement, add new 

150mm G1 base layer, followed by new surfacing) of 38.9 km of the N1 between Bloemfontein 
and Winburg 

Project Value Below R300 million 
 

Source: SANRAL 

Table 53: SANRAL Road Project Listing (2) 
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4.5.3 Projections of Major Infrastructure Inputs 
  

Projections of Major Infrastructure Inputs SANRAL 
National Roads 

Infrastructure Projects 2006 2007 2008 
2009 
Peak 
year 

2010 2011 2012 2013 2014 2015 

 
Construction Materials 

 
Steel (tons): 
Assumptions: Reinforcing steel 1,382 1,382 3,940 3,940 3,940 2,212 2,212 1,382 1,382 1,382 

Cement (tons): 
Assumptions:  
Layer Stabilization, Structures 

34, 
884 

76, 
319 

127, 
695 

160, 
764 

146, 
705 

156, 
920 

144, 
893 

151, 
916 

160, 
887 

170, 
397 

Clay Bricks (tons): 
Assumptions:  
Plaza Bldgs/Traffic Control 
Centers 

10 10 15 20 20 5 5 2.5 2.5 2.5 

Concrete Blocks (tons) 
Assumptions:  
Plaza Bldgs/ Traffic Control 
Centers 

10 10 15 20 20 5 5 2.5 2.5 2.5 

Roof Sheet Steel (sq mt): 
Assumptions:  
Plaza Bldgs/ Traffic Control 
Centers 

400 400 600 1200 1200 200 200 100 100 100 

Aggregate Stone Mix (tons) 
1,109,

752 
2,395, 

826 
3,786, 

197 
5,065,

352 
4,029,

057 
4,310,

632 
3,612,

737 
3,812,

798 
4,040,

125 
4,281,

093 

Ready Mix Concrete (tons) 
43, 
183 

119, 
465 

203, 
020 

262, 
653 

201, 
167 

218, 
168 

167, 
623 

177, 
681 

188, 
341 

199, 
642 

Bitumen (tons) 27,410 39,181 45,107 71,824 56,768 60,585 58,923 62,458 66,206 70,178 
 
Plant and Equipment (Yellow Metal) 

 
Bulldozers 8 18 30 38 35 37 34 36 39 41 
Graders 16 36 60 76 70 75 69 73 77 82 
Front End Loaders 51 77 96 144 120 128 125 133 141 149 
Excavators 8 18 30 38 35 37 34 36 39 41 
TLB's 16 118 131 210 169 180 181 191 203 215 
Pneumatic Rollers 51 77 96 144 120 128 125 133 141 149 
Steel Drum Rollers 76 116 145 216 180 192 188 199 211 224 
Water Cars 22 41 69 85 75 80 75 79 84 89 
Bitumen Distributor Trucks 23 31 35 56 45 48 48 51 54 57 
Chip Spreaders 16 22 25 39 32 34 34 36 38 40 
Asphalt Pavers 7 10 11 18 14 15 15 16 17 18 
 
Cranes 
 
Mobile Cranes  
30 ton cranes (units) 8 18 30 38 35 37 34 36 39 41 

 
Source: SANRAL 

Table 54: SANRAL Material, Plant and Crane Infrastructure Inputs Projections (2006-2015) 

 
Material Inputs 
 
The above table indicates a projected peak demand for significant national road infrastructure 
inputs including cement (160,764 tons), aggregate stone mix (5,065,352 tons), ready mix 
concrete (262,653 tons), bitumen (71,824 tons), yellow metal equipment and cranes (38-30 
ton cranes) in 2009.   
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Source: SANRAL 

Figure 11: SANRAL Material Inputs Projection 

 
Material Inputs sensitivities, dependencies and potential solutions 
 
Cement 
 
SANRAL are already experiencing project delays due to problems with the supply of certain 
cement grades that are used in the stabilisation of road layers.  This has resulted in extension 
of time requirements, with an associated 2-10% cost escalation.   
 
With the additional cement manufacturing capacity that is currently under development, 
indications are that situation should stabilise within 2 years, however, where possible and as 
an interim measure SANRAL are trying to use other available cement grades or lime.   

 
Aggregates 
 
SANRAL are experiencing numerous problems associated with the timely approval of EIA 
(DEAT) and mining permits (DME) for borrow pits and quarries, which have resulted in 
significant delays on some projects (in some cases up-to 18 months).  These delays have led 
to substantial cost escalations, up to 30%.  Despite changes to EIA regulations in 2006, with 
specific time frames given for comment by DEAT, extensive delays are still experienced in 
some regions.   
 
A proposal would be for DEAT to further streamline the current procedures and to perhaps 
consider entering into memorandum of understandings (MOU’s) with relevant parties that 
would qualify for exemptions from full EIA requirement for work within the current road 
reserve. 

 
Bitumen 
 
Extended down times at certain refineries due to maintenance or mechanical failure have 
resulted in the non-availability of bitumen from the nearest refinery (to the construction site), 
which meant that bitumen then had to be transported from other refineries further away 
resulting in cost escalations of between 2-5%.   
 
A proposal would be for improved coordination in the scheduling of down times between the 
different refineries.    
 
 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    76

Yellow Metal Equipment 
 
Peak demand projections for yellow metal equipment, in 2009, is expected to be driven by 
Front End Loaders (144 units), TLB’s (210 units), Pneumatic Rollers (144 units) and Steel 
Drum Rollers (216 units).   
 
The highest growth in peak demand for yellow metal equipment and cranes in 2009 
(compared to 2006) is expected to be in Bulldozers (475%), Graders (475%), Escavators 
(475%), TLB’s (13 times) and 30ton cranes (475%).  Comparing the growth and the absolute 
quantity projections of yellow metal equipment required, there seems to be an extraordinary 
demand for TLB’s in 2009. 
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 Figure 12: SANRAL Yellow Metal Inputs Projection  

 
Transport Equipment 
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Figure 13: SANRAL Transport Vehicle Inputs Projection 

The interim anticipated peak demand for 432 tipper trucks (10m3 capacity) is projected to 
occur in 2009 while maintaining momentum and increasing to an expected 447 carrier units 
by 2015. 
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Projections of Major Infrastructure Inputs SANRAL 

National Roads 
Infrastructure Projects 2006 2007 2008 

2009 
Peak 
year 

2010 2011 2012 2013 2014 2015 

 
Transport Equipment 
 
Road 
Number of carrier units (units) 
Assumptions: (10m3 Tipper 
Trucks) 

152 232 289 432 359 383 375 398 422 447 

 
Skills91 
 
General and Project Managers 59 106 166 227 169 184 142 150 159 169 
Specialist Engineers and 
Designers 59 106 166 227 169 184 142 150 159 169 

Site Agent 29 53 83 113 85 92 71 75 80 84 
Senior foreman  88 160 249 340 254 275 212 225 239 253 
Technician  88 160 249 340 254 275 212 225 239 253 
Foreman  117 213 333 453 339 367 283 300 318 337 
Skilled artisan  29 53 83 113 85 92 71 75 80 84 
Artisan  234 425 665 906 678 735 567 601 637 675 
Semi-skilled artisan  351 638 998 1,359 1,016 1,102 850 901 955 1,012 
Ganger  176 319 499 680 508 551 425 450 477 506 
Small plant operator  234 425 665 906 678 735 567 601 637 675 
Skilled labourer  351 638 998 1,359 1,016 1,102 850 901 955 1,012 
Contract workers (local) 2,107 3,829 5,986 8,156 6,098 6,611 5,099 5,405 5,729 6,073 

 
Source: SANRAL 

Table 55: SANRAL Transport Equipment & Skills Infrastructure Inputs Projections (2006-2015) 
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Figure 14: SANRAL Skills Inputs Projection 

                                                 
91 Skills includes inputs based on the cidb “draft” “Demand for skills report: 2006”, Table 18: Project 
Team for R100-million roads and storm-water projects 
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Peak demand for skills is also projected to occur in 2009, indicating the need for 227 General 
and Project Managers and 227 Specialist Engineers and Designers.  Demand projections for 
Artisans (906), Semi-skilled Artisans (1359), Small plant operator (906), Skilled labourer 
(1359) and Local contract workers (8156) are all expected to peak in 2009.  
 
Skills Inputs sensitivities, dependencies and potential solutions 
 
The availability of skilled resources throughout the construction process is becoming a major 
problem, from the project identification stage (client bodies) through the design stage 
(consulting engineers) to the construction stage (contractors).   
 
The areas most affected currently are the construction stage (national projects), and at 
provincial and local government levels, the identification stage.  The implications on the 
identification and design stage are reduced quality of work, non-optimum solutions due to 
time challenges, and on the construction stage reduce quality of work and cost escalations.  
As a result, road construction costs have risen on average over 30% in the last 12 months.    
 
Possible solutions proposed by SANRAL include:  
 

1. Addressing the very large salary difference between government salaries and private 
sector    to curb the exodus of skills from Government  

2. Re-employee retired engineers on a contract basis to assist client bodies with project 
identification and administration.  

3. Increase the retirement age of scarce skills resources.   
 
In an effort to contribute toward the imminent challenges, SANRAL have suggested the 
following: 
 

1. The prioritisation of projects between different institutions, since not all projects 
are required by 2010.  Currently the market is being flooded by work from Public 
Corporations and Government Departments, which are leading to infrastructure 
inputs shortages and price escalations.  SANRAL has already take the decision to 
delay a number of it’s own toll road developments till after 2010, when these projects 
become economically viable again. 

 
2. Adjust the cidb grading project limits, i.e. grade 9CE (only 8 grade 9CE 

contractors in roads sector) from R100 million to say R200 million.  This will then 
allow i.e. Grade 8 to tender for projects above R100 million (which is currently not 
possible) – This will require careful consideration   

 
3. The open market considerations for contractors from China and India, might require 

increased supervision to ensure quality. 
 
 
4.5.4 Summary and Conclusion 
 
The focus of SANRAL over the next decade will include road preservation through periodic 
maintenance, strengthening of roads with 5years of life or less and road capacity expansion. 
Over the medium term 489 national roads related projects will be in the pipeline. 
 
Road infrastructure inputs (by volume) are expected to peak in 2009 with the most significant 
being cement (161kt), aggregate and stone mix (5.1mt), ready-mix concrete (262kt), bitumen 
(71kt), cranes (30t x 38 units), and 432 tipper trucks.  Concerns have been raised by 
SANRAL over the supply of cement, aggregate and bitumen particularly. 
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Skills requirements are also projected to peak in 2009 with the need for 227 general and 
project managers, 227 specialist engineers.  SANRAL’s skills concerns relate primarily to 
construction and engineering management and artisan skills, given that 906 artisans and 
1359 semi-skilled artisans will be required during the peak year. 
 
SANRAL have suggested possible interventions to contribute to a solution to the skills 
shortage, which includes: narrowing the salary gap between the public and private sector, re-
employment of retired professionals on a contract basis and increasing the retirement age for 
scarce skills resources. 
 
In addition to the above, SANRAL has emphasised the need for project prioritisation at the 
highest level in the public sector (to ensure project viability on completion), adjust recognised 
cidb grading project limits and ensure that quality is not compromised through open market 
considerations. 
 
SANRAL have expressed concerns about the outlook, especially relating to infrastructure 
inputs and have thus elected to place certain projects on hold for a period, until they return to 
economic viability.  This, however will impact on National road infrastructure development, 
and even though the effects may not be apparent at this stage, the delays on roads projects 
resulting from material and other shortages will have an impact on the overall economy at 
some stage in the near future. 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    80

4.6 Expanded Provision of Housing 
 
The content of this sub-section has been derived from consultation with and contributions 
from the National Department of Housing and contributions from the National Home Builder’s 
Registration Council (NHBRC) and Thubelisha Homes.  
 
 
4.6.1 Background 
 
The provision of adequate housing for communities in dire need is one of the fundamental 
constitutional obligations of South Africa’s democratic Government. The Government’s 
readiness and commitment to continue to house the nation despite adverse skills and 
resource shortages, notwithstanding increasing housing needs and demand, bears testimony 
to its concerted effort towards the new policy shift to achieve sustainable urban and rural 
livelihoods for all. 
 
Housing Demand Trends 
 
The nature of demand for Government-assisted housing (and the housing market more 
broadly) in South Africa has changed significantly.  The population grew at an average of 
2.1% a year between 1996 and 2001, increasing the population by 10.4% or over 4.2 million 
people in this timeframe. 
  
The country has also seen the absolute number of households increase by 30%, when an 
increase of 10% was expected. This growth trend has serious consequences for housing 
demand and service delivery.     
 
The housing backlog has increased and current figures indicate that there are more than 1.8 
million dwellings that can be classified as inadequate housing, either in the form of backyard 
shacks (4.8% of all dwellings) or informal dwellings (16.4% of all dwellings).  This does not 
include traditional dwellings (14.8% of dwellings), some of which could also be classified as 
inadequate. 
 
New government subsidised housing by the time of the 2001 census accounted for just over 
10% of the total national housing stock and 54% of new housing produced between 1996 and 
2001. 
 
Urban populations are growing because of both urbanisation and natural growth.  One fifth of 
urban residents are relative newcomers to urban areas (i.e. first generation residents) and 
urban areas are expected to grow at a rate of 2,7% a year into the future.  Gauteng’s 
population growth rate is twice the national average, and the Western Cape, KwaZulu Natal 
and Mpumalanga have population growth rates above the national average. 
 
The changing nature of demand for housing has meant that the size of demand has increased 
and thus the overall backlog remains static in the face of the ‘stubborn’ growth of informal 
settlements, despite the massive housing delivery over the past ten years.  
 
The number of households living in shacks in informal settlements and backyards increased 
from 1.45 million in 1996 to 1.84 million in 2001, an increase of 26%, outstripping the 11% 
increase in population over the same period92.  Although policy has been refined with the 
announcement of the Breaking New Ground (BNG) initiative in 2005, it is still not able to deal 
effectively with all elements of the changing demographics of South Africa and the continued 
growth of informal settlements, unless budgetary allocations match these trends.  Despite 
announcing the BNG, housing delivery in the public and private sectors continues to be in 
state of transition.   

                                                 
92 Statistics South Africa., 1998, 2003: Census in Brief 
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Access to finance 
 
Through the Memorandum of Agreement signed by the Minister of Housing and the CEOs of 
the leading banks including the Financial Sector Charter, banks are only now beginning to 
promote innovative mortgage products.  Previously, banks have not fully participated in micro-
finance schemes because they regard such schemes as high risk with low profitability.  These 
financial facilities will also promote additional demand for entry-level houses. 
 
Commitment to Deliver at Scale 
 
All three spheres of Government have committed to work together towards the realisation of 
sustainable human settlements by 201493.  The Breaking New Ground (BNG) objective to 
accelerate the delivery of housing as a key strategy for poverty alleviation also supports this 
commitment.   
 
The new subsidy mechanism earmarked to increase effective demand, through the provision 
of subsidies as down payment to medium income households earning between R3,500 to 
R7,000, will further stretch government funding and test the capability of the building industry 
to deliver at scale for both public and bonded market. 
 
Increased levels of poverty and the ongoing success of the programme in targeting the poor 
and vulnerable mean that there is an increasing need to help households in the transition into 
new formal housing, however, the inherited institutional framework within which housing 
provision occurs continues to present significant challenges to build capacity particularly 
within provincial and local spheres of Government to maintain the rate of housing delivery, 
which peaked in 1997 at approximately 323 000 units.  
 
 
4.6.2 Projections of Major Infrastructure Inputs 

 
Projections of major infrastructure inputs for the expanded provision of housing have been 
analysed for 40m2 houses and 40m2 flats, which have slight variances given the nature of the 
respective structures.   
 
The housing demand projections have been based on the new inflation adjusted subsidy 
quantum which has been applied to the MTEF budget allocations for housing subsidy grants94 
of R8.238 billion (2007/08), R9.853 billion (2008/09) and R11,531 billion (2009/10).   
 
On the basis of these allocations and the subsidy quantum, an average of 211,77795 houses 
per annum could be delivered over the medium term.  Given the need to overcome the 
housing backlog and to ensure the Department of Housing’s goal to deliver 5 million houses 
by 2016, there will be a need to increase housing delivery to 623,52496 houses from 2010 to 
2016.  This will present a tremendous challenge as implementation thereof will require 
substantially increased budget allocations and access to land, skills, input materials and 
building contractors. 
 
Projections for flat have only been provided for 2007 and 2008 based on information from the 
Department of Housing. 
 
 
 
 
 
                                                 
93  Department of Housing and Department of Provincial & Local Government. Revised Draft: 8 March 
2004 
94 National Treasury., 2007: Budget Review, p 45 
95 According to projections from the Department of Housing 
96 According to projections from the Department of Housing 
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Projections of Major Infrastructure Inputs Department of Housing 

(40m2 Houses) Total 2007 2008 2009 2010 
Peak Year 2016 

Houses (no) 5,000,000 168,092 212,895 254,346 625,324 625,324 
 
Construction Materials 

 
Steel – reinforcing* (tons) 1,500,000 50,428 63,869 76,304 187,057 187,057 
Roof sheet steel* (sq mt) 200,000,040 6,723,680 8,515,800 10,173,840 24,940,960 24,940,960 
Cement (tons) 21,250,004 714,391 904,804 1,080,970 2,649,977 2,649,977 
Concrete roof tiles* (sq mt) 25,000,005 840,460 1,064,475 1,271,730 3,117,620 3,117,620 
Concrete Blocks (millions) 19,610,003 659,256 834,974 997,545 2,445,461 2,445,461 
Timber roof beams (m) 305,000,061 10,253,162 12,986,595 15,515,106 38,034,964 38,034,964 
Glass – 4mm (sq mt) 40,000,008 1,344,736 1,703,160 2,034,768 4,988,192 4,988,192 
Plastic pipes – 40mm* (m) 50,000,010 1,680,920 2,128,950 2,543,460 6,253,240 6,253,240 
Plastic pipes – 100mm* (m) 50,000,010 1,680,920 2,128,950 2,543,460 6,253,240 6,253,240 
Ceramics-toilets (no) 5,000,000 168,092 212,895 254,346 625,324 625,324 
Ceramics-hand basins (no) 5,000,000 168,092 212,895 254,346 625,324 625,324 
River sand (cub mt) 15,000,003 504,276 638,685 736,038 1,870,572 1,870,572 
Stone (cub mt) 35,000,007 1,176,644 1,490,265 1,780,422 4,364,668 4,364,668 
Building sand (cub mt) 40,000,008 1,344,736 1,703,160 2,034,768 4,988,192 4,988,192 
Plaster sand (cub mt) 15,000,003 504,276 638,685 763,038 1,870,572 1,870,572 
Ready-mix concrete (cub mt) 40,000,008 1,344,736 1,703,160 2,034,768 4,988,192 4,988,192 
 
Plant and Equipment (Yellow Metal) 

 
Bull Dozer 125 34 43 51 125 125 
Scraper 125 34 43 51 125 125 
TLB 624 168 213 254 624 624 
Excavator 312 84 106 127 312 312 
 
Cranes 

 
Cranes (10t) 125 34 43 51 125 125 
 
Transport Equipment 

 
Trucks (20t) 9,597 2,587 3,277 3,915 9,597 9,597 

 
Source: Department of Housing, NHBRC and Thubelisha Homes* 

Table 56: Housing (40m2 Houses) Infrastructure Inputs Projections (2007-2016) 

 
The infrastructure inputs required to realise planned targets for the delivery of 40m2 houses is 
significant by any measurement standard.  The ramp-up of housing delivery from 168,902 
units in 2007 to 254,346 in 2009, due to the larger MTEF budget allocations for housing 
grants, will certainly have an impact on the current capacity of local material producers to 
meet these levels of demand, which represents a 50,6% increase (23% annual average 
increase) between 2007 and 2009.   
 
The Department’s vision to eradicate the housing backlog through the intensification of its 
construction plans which will see a further ramp-up to a peak of 625,324 houses projected to 
be built in 2010, is a real cause for concern, given that this represents a step change of 245% 
in housing delivery (and the demand for associated materials, capital and transport equipment 
and skills) between 2009 and 2010.  This programme will require the concerted interaction of 
all relevant construction sector stakeholders to ensure success.   
 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    83

Material inputs requirements at peak will be 187.06kt of reinforcing steel, 24,94 million m2 of 
roof sheet steel and 2,65mt of cement in 2010.  With regards to capital equipment 
requirements, the most significant needs are for TLB’s and excavators which peak at 624units 
and 312 units respectively in 2010, due to the projected sharp rise in housing delivery.  The 
need for 20t trucks will also increase significantly in 2010 to peak at 9,597 units which is 3.7 
times the number required in 2007. 
 

Projections of Major Infrastructure Inputs Department of Housing 
(40m2 Flats) Total 2007 

Peak Year 2008 2009 2010 2016 

Flats (no) 7,022 4,327 2,695 TBA TBA TBA 
 
Construction Materials 

 
Steel – reinforcing (tons) 2,107 1,298 809 TBA TBA TBA 
Roof sheet steel (sq mt) 280,880 173,080 107,800 TBA TBA TBA 
Aluminium (tons) 1,615 995 620 TBA TBA TBA 
Cement (tons) 23,523 14,495 9,028 TBA TBA TBA 
Concrete roof tiles (sq mt) 35,110 21,635 13,475 TBA TBA TBA 
Concrete Blocks (‘000) 24,578 15,145 9,433 TBA TBA TBA 
Clay Bricks (‘000) 2,107 1,298 809 TBA TBA TBA 
Timber roof beams (mt) TBA TBA TBA TBA TBA TBA 
Glass – 4mm (sq mt) 31,600 19,472 12,128 TBA TBA TBA 
Plastic pipes – 40mm (m) 70,220 43,270 26,950 TBA TBA TBA 
Plastic pipes – 100mm (m) 70,220 43,270 26,950 TBA TBA TBA 
Ceramics-toilets (no) 7,022 4,327 2,695 TBA TBA TBA 
Ceramics-hand basins (no) 7,022 4,327 2,695 TBA TBA TBA 
River sand (cub mt) TBA TBA TBA TBA TBA TBA 
Stone (cub mt) 49,154 30,289 18,865 TBA TBA TBA 
Building sand (cub mt) TBA TBA TBA TBA TBA TBA 
Plaster sand (cub mt) TBA TBA TBA TBA TBA TBA 
Ready-mix concrete (cub mt) 56,176 34,616 21,560 TBA TBA TBA 
 
Plant and Equipment (Yellow Metal) 

 
Bull Dozer 1 1 1 TBA TBA TBA 
Scraper 1 1 1 TBA TBA TBA 
TLB 4 4 3 TBA TBA TBA 
Excavator 2 2 1 TBA TBA TBA 
 
Cranes 

 
Cranes (10t) 1 1 1 TBA TBA TBA 
 
Transport Equipment 

 
Trucks (20t) 67 67 41 TBA TBA TBA 

 
Source: Department of Housing and Thubelisha Homes 

Table 57: Housing (40m2 Flats) Infrastructure Inputs Projections (2007-2008) 

 
The number of 40m2 Flats, in comparison to the number of 40m2 houses being constructed, is 
relatively low, but not insubstantial.  From the projections provided by the Department, it 
would appear that the production of these units will decline over the next two years, however, 
no further inferences can be drawn into the future projections, as no data has been 
forwarded.  2007 would appear to be the peak year for future projections of input materials 
and equipment. 
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Projections of Major Infrastructure Inputs Department of Housing 
(40m2 Houses) Total 2007 2008 2009 2010 

Peak Year 2016 

Houses (no) 5,000,000 168,092 212,895 254,346 625,324 625,324 
 
Skills97  
 
General and Project Managers98 1,871 504 639 763 1,871 1,871 
Structural Engineers 624 168 213 254 624 624 
Architects 62 17 21 25 62 62 
Quantity Surveyors 62 17 21 25 62 62 
Town Planners 312 84 106 127 312 312 
Construction Managers99 6,235 1,681 2,129 2,543 6,235 6,235 
Technologists (COW) 1,247 336 426 509 1,247 1,247 
Artisans – Plumbers 3,118 840 1,064 1,272 3,118 3,118 
Artisans – Bricklayers 31,176 8,405 10,645 12,717 31,176 31,176 
Artisans – Electricians 624 168 213 254 624 624 
Artisans – Carpenters 3,118 840 1,064 1,272 3,118 3,118 
Artisans – Steel-fixers 1,247 336 426 509 1,247 1,247 
Labourers 93,529 25,214 31,934 38,152 93,529 93,529 

 
Source: Department of Housing, NHBRC and Thubelisha Homes* 

 Table 58: Housing (40m2 Houses) Infrastructure Skills Inputs Projections (2007-2016)  

 
As indicated previously, there is a ramp-up for skills requirements resulting from the 
increasing 40m2 housing delivery projections on all levels from managers, engineers, built 
environment professionals, technologists, artisans and construction labourers. 
 
Management skills appear to be the most significant professional skills requirement with a 
peak requirement of 6,235 Construction Managers/Supervisors and 1,871 General and 
Project Managers in 2010. Requirements for Structural Engineers will also peak in 2010, with 
624 estimated to be required. 
 
The requirements for artisans totals 10,589 in 2007 and peaking at 39,283 in 2010, with the 
most significant peak requirements being for bricklayers (31,176 in 2010), followed by 
plumbers and carpenters (3,118 each in 2010) and steel fixers (1,247 in 2010).  Peak 
requirements for electricians are expected to be 624 in 2010. 
 
There is also a significant unskilled and semi-skilled job creation component relating to 
construction labourers, which will peak at 93,529 jobs in 2010, from 25,214 jobs in 2007. 
 
40m2 Housing construction is a significant job creator with 38,610 jobs in 2007 rising up-to a 
projected 143,634 jobs in 2010.  These are also medium-term sustainable jobs as the project 
will continue for at least 6 years beyond 2010, with further growth expected beyond this 
timeframe based on population growth rates and urbanization patterns. 
 
 
 
 
 
                                                 
97 Total site staff is based on Thubelisha's records from 2006/7, with an estimation as to the split to the 
different skills categories (GM and PM, Engineers, Tech, Artisans and Labourers) 
98 Project Managers are based on Thubelisha's Business Plan for 2007/8 
99 Construction Managers includes Thubelisha's Site Supervisors plus an estimate of the Contractors 
Supervisors 
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Projections of Major Infrastructure Inputs Department of Housing 
(40m2 Flats) Total 2007 

Peak Year 2008 2009 2010 2016 

Flats (no) 7,022 4,327 2,695 TBA TBA TBA 
 
Skills100  
 
General and Project Managers101 13 13 8 TBA TBA TBA 
Structural Engineers 4 4 3 TBA TBA TBA 
Architects 0 0 0 TBA TBA TBA 
Quantity Surveyors 0 0 0 TBA TBA TBA 
Town Planners 2 2 1 TBA TBA TBA 
Construction Managers102 43 43 27 TBA TBA TBA 
Technologists (COW) 9 9 5 TBA TBA TBA 
Artisans – Plumbers 22 22 13 TBA TBA TBA 
Artisans – Bricklayers 216 216 135 TBA TBA TBA 
Artisans – Electricians 4 4 3 TBA TBA TBA 
Artisans – Carpenters 22 22 13 TBA TBA TBA 
Artisans – Steel-fixers 9 9 5 TBA TBA TBA 
Labourers 649 649 404 TBA TBA TBA 

 
Source: Department of Housing and Thubelisha Homes* 

Table 59: Housing (40m2 Flats) Infrastructure Skills Inputs Projections (2007-2008) 

 
The skills requirements for 40m2 flats are not as significant as those for 40m2 houses and 
based on the projection data available, is expected to peak in 2007, when 4,327 40m2 flats 
are expected to be constructed and delivered. 
 
The most significant peak professional skills requirement will be for 43 Construction 
Managers and 13 General and Project Managers 
 
The total requirement for artisans at peak will be 273, with the most significant peak 
requirements being for bricklayers (216 in 2007), followed by plumbers and carpenters (22 
each in 2007). 
 
Unskilled and semi-skilled job creation relating to construction labourers will peak in 2007, 
with an estimated 649 contract labourers required. 
 
40m2 Flat construction will contribute to job creation with 993 jobs in 2007.  The sustainability 
of these jobs with regards to the medium-term cannot be inferred as no projections are 
available, however, it would be expected that the skills gained here would be further utilized in 
the construction of 40m2 Houses over the medium-term thereby ensuring sustainable job 
creation. 
 
 
 
 
 
 

                                                 
100 Total site staff is based on Thubelisha's records from 2006/7, with an estimation as to the split to the 
different skills categories (GM and PM, Engineers, Tech, Artisans and Labourers) 
101 Project Managers are based on Thubelisha's Business Plan for 2007/8 
102 Construction Managers includes Thubelisha's Site Supervisors plus an estimate of the Contractors 
Supervisors 
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4.6.3 Inputs sensitivities, dependencies and potential solutions 
 
Contractor Capacity 
 
Government infrastructure projects including the construction of new stadiums, power 
stations, rail facilities etc. does provide more profitable opportunities for large contractors and 
there is a growing concern by the Department of Housing that large contractors could focus 
on these projects while neglecting housing projects, especially Government subsidised 
housing projects.   
 
The shortage of large construction firms means that Government has to rely on inexperienced 
contractors who at times are unable to complete the projects in time, leading to many stalled 
projects in terms of development.  While measures to attract large contractor participation 
continue to be pursued, through the construction of medium density social housing, even 
Government’s medium density housing objectives need to balance the achievement of 
Government objectives with the advantages (costs and benefits) of bringing back large 
construction firms.   
 
One dimension is Government’s aim to revitalise SMME’s and support black economic 
empowerment in the low cost housing sector. The maintenance of construction standards in 
the face of a shift towards supporting emerging businesses is being addressed through 
enhancing capacity at municipalities and the National Home Builders Registration Council 
who are responsible for monitoring build quality.   
 
Labour shortage 
 
Studies conducted by JIPSA and the cidb confirm the shortage of skilled artisans including 
craftspeople such as bricklayers, plasterers and plumbers, which are critical to achieving 
housing delivery.   
 
The Department has proposed that special training programmes, bringing back retirees and 
drawing in immigrants where necessary should be considered in combination with other 
programmes and initiative aimed at enhancing the current skills pipeline. 
 
Building Materials 
 
Cement is the primary material input used in housing construction, therefore a shortage of 
cement will have a major impact on the delivery of housing to meet current demand and to 
eliminate housing backlogs.  
 
In view of the current cement shortages and the associated impact on its housing delivery 
mandate, the Department of Housing has requested the National Home Builder’s Registration 
Council (NHBRC) to investigate the possibilities of importing cement (refer to extract below) 
as a short term countermeasure, while additional cement capacity is being installed. 
 
Fear that housing may ‘take back seat’ 
Source: Business Day 
Aurthor: Amy Musgrave 
Posted on the web (www.businessday.co.za) on: 16 February 2007 
 
CAPE TOWN — Government is concerned that demand for cement created by its low-cost housing 
programme, and the construction of the 2010 Soccer World Cup infrastructure might force its promised 
delivery of houses to take a back seat, Housing Minister Lindiwe Sisulu said yesterday.  In 2004, cement 
producers already warned of a shortage of the product, saying they had been caught off-guard by rapid 
growth in construction industry. SA’s largest cement makers are importing or have imported cement to 
compensate for the local output shortfalls. … Government was looking at various options to increase the 
supply of cement, including imports.  It was even hoped that a certain quota of cement could be put 
aside for low-cost housing. “In competition with other infrastructure (needs), we could be wiped off the 
radar screen,” she said…. 
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As a medium to long-term measure for securing the construction materials supply chain, the 
Department has also proposed that more opportunities should be created for SMME’s to be 
involved in the manufacturing of material inputs.  It is also expected that the implementation of 
the construction charter will assist toward realising this objective.  The NHBRC has also 
proposed that there should be more stringent criteria and standards regulating the export of 
construction materials, to ensure sufficient domestic availability to meet demand 
requirements. 
 
 
4.6.4 Summary and Conclusion 

 
The provision of adequate housing for communities in dire need is one of the fundamental 
constitutional obligations of South Africa’s democratic Government, however the changing 
nature of demand for housing has meant that the size of demand has increased and thus the 
overall backlog remains static in the face of the ‘stubborn’ growth of informal settlements, 
despite the massive housing delivery over the past ten years. 
 
Housing delivery is further stifled through skills and materials shortages, and budget 
allocations, despite the advent of initiatives such as Breaking New Ground (BNG), however 
Government remains steadfast in its commitment to deliver at scale.  Access to finance has 
been promoted by the Department of Housing through agreements with financial institutions 
for innovative mortgage products, which will stimulate additional demand for entry-level 
houses.  
 
Infrastructure inputs demand projections for 40m2 houses have been based on the MTEF 
budget allocation for housing grants and the revised subsidy quantum, and are expected to 
grow from 168,902 units in 2007 to a 254,346 units in 2009.  From 2010 up-to 2016, 625,324 
units would need to be constructed annually to eradicate current backlogs, which represent a 
245% step change between 2009 and 2010.   
 
Annual material inputs requirements (for some of the sensitive materials) at peak for 40m2 
houses will be 187.06kt of reinforcing steel, 24,94 million m2 of roof sheet steel and 2,65Mt of 
cement from 2010 to 2016.  The most significant capital equipment requirements will be for 
TLB’s and excavators which peak at 624units and 312 units respectively in 2010, due to the 
projected sharp rise in housing delivery.  The need for 20t trucks will also increase 
significantly in 2010 to peak at 9,597 units which is 3.7 times the number required in 2007. 
  
Material inputs requirements for 40m2 flats are low compared to those for 40m2 houses, given 
that 4,327 units will be produced at peak in 2007, with the most significant being 173,080 m2 
of roof sheet steel and 14,5kt of cement in 2007. 
 
Skills requirements for the construction of 40m2 houses will peak from 2010 to 2016 with the 
need for 6,235 Construction Managers/Supervisors, 1,871 General and Project Managers and 
624 Structural Engineers.  The requirements for artisans totals 10,589 in 2007 and peaking at 
39,283 in 2010, with the most significant peak requirements being for bricklayers (31,176 in 
2010), followed by plumbers and carpenters (3,118 each in 2010) and steel fixers (1,247 in 
2010).  Peak requirements for electricians are expected to be 624 in 2010.  There is also a 
significant unskilled and semi-skilled job creation component relating to construction 
labourers, which will peak at 93,529 jobs in 2010, from 25,214 jobs in 2007.  40m2 Housing 
construction is therefore expected to create a total of 38,610 jobs in 2007 increasing to a 
projected 143,634 jobs in 2010.  
 
Construction 40m2 flats, with a peak of 4,327 units in 2007 (data only provided for 2007/08), 
will required 43 Construction Managers, 13 General and Project Managers and 273 artisans, 
with the most significant peak requirements being for bricklayers (216 in 2007), followed by 
plumbers and carpenters (22 each in 2007).  Unskilled and semi-skilled job creation relating 
to construction labourers will peak in 2007, with an estimated 649 contract labourers required. 



Research Report for the Infrastructure Inputs Sector Strategy  
 

    88

The Department of Housing has raised serious concerns regarding the shortage in contractor 
capacity (especially large contractors), labour shortages and building materials (especially 
cement and steel) supply, and has promoted the idea of stimulating enterprise and job 
creation opportunities within the areas of housing material production.  These are seen are 
severe challenges that could potentially affect the delivery of houses to meet rising demand 
levels and to eradicate the current housing backlog through a proposed Housing 
Development Agency. 
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4.7 Airports Company South Africa 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Airports Company South Africa (ACSA).   
 
 
4.7.1 Background103 
 
The Airports Company of South Africa (ACSA) operates South Africa's ten principal airports, 
including three major international airports at O.R. Tambo, Cape Town and Durban, and 
seven domestic airports at Bloemfontein, Port Elizabeth, East London, George, Kimberley, 
Upington and Pilansberg. 
 
ACSA, a globally competitive company, is the largest airports authority in Africa and together, 
its 10 airports handle more than 200,000 aircraft landings and 23 million arriving and 
departing passengers annually. 
 
ACSA’s infrastructure plans are as a result of the rate of growth being experienced at its 
airports, which are almost double the national Gross Domestic Product (GDP).  This growth is 
due to an increase in international visitors, but mainly due to exponential growth in domestic 
travel and in particular the low-cost carriers (which account for up to 70% of new domestic 
growth).  These growth projections for air travel also indicate that airports in South Africa may 
have to double in capacity every nine years to keep up with demands from airlines, 
passengers and supporting services. 
 
ACSA is already halfway to completing infrastructure necessary to facilitate the 2010 soccer 
world cup and demand beyond the event, and while 2010 is having an impact on ACSA's 
development plans in the short term, it has not had a major impact on ACSA's medium- to 
long-term plans, which stretch out to 2020 and 2035. 
 
OR Tambo International, currently a puzzle of different pieces, will come together through six 
development projects into one of the finest international airports of its kind in the world and 
ready to serve up to 25 million passengers a year.  
 
On the air-side, ACSA will be refurbishing and expanding runways, developing its new 
international pier (to also accommodate the Airbus A380) and upgrade its runways.  
 
Cape Town International will be expanding dramatically increasing its current capacity of 6.5 
million passengers to 12 million passengers by 2009. The airport will also be going up a level, 
getting a facelift and additional parking and roadway.  
 
Durban will be getting a brand new international airport at La Mercy, which will increase 
Durban's current capacity from 4 million to 7.5 million passengers by 2010. Built to integrate 
with a trade and commercial centre called the Dube tradeport, the new airport will grow 
tourism and enable growth in trade and business development for KwaZulu-Natal.  
 
The capacity of ACSA's domestic airports is also being expanded and enhanced as these 
airports grow at twice the rate of ACSA's international airports, albeit off a smaller base.  
 
 
 
 
 
 
                                                 
103 Adapted from ACSA’s official website: www.acsa.co.za and ACSA., 2006: SA’s airports of the 
future, Airports now, 2010 and beyond, Issue 1 Oct 2006, p 3,4 
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4.7.2 ACSA Project Overview 
 
ACSA’s infrastructure projects focus on: airport development, terminal facilities, parking 
facilities and runway maintenance and expansion.  The forecast projects for ACSA are briefly 
described below and include current and future projects: 
 

Project Name Midfields Developments 
Project Category  Passenger terminal, structured parking, aprons, taxiways, access and service roads (Phase 1) 
Spatial location of Project OR Tambo International 
Project Timing   Start Date: 2010/11 End Date: 2012/13 Duration: 4 years 
Project Description  Complete new terminal complex with associated pavements, access roads etc. 
Project Value R 8bn 
 
Project Name La Mercy – Development of New International Airport 
Project Category  New Airport 
Spatial location of Project La Mercy – Durban 
Project Timing   Start Date: 2007/8 End Date: 2010 Duration: 3 years 
Project Description  New airport development 
Project Value R 5bn 
 
Project Name Central Terminal Building 
Project Category  Facilities – building and frontage roads 
Spatial location of Project OR Tambo International 
Project Timing   Start Date: 2005 End Date: 2009 Duration: 4 years 
Project Description  New central terminal building between domestic and international terminal with associated 

frontage roads 
Project Value R 2bn 
 
Project Name Terminal 2010 
Project Category  Facilities 
Spatial location of Project Cape Town International 
Project Timing   Start Date: 2006 End Date: 2009 Duration: 3 years 
Project Description  New domestic terminal building 
Project Value R 980m 
 
Project Name International Pier Development 
Project Category  Facilities 
Spatial location of Project OR Tambo International 
Project Timing   Start Date: 2005 End Date: 2008 Duration: 3 years 
Project Description  Extension of the international terminal to provide additional floor space and cater for nine new 

contact stands (air-bridges) 
Project Value R 533m 
 
Project Name Multi Storey Parkade 2 
Project Category  Facilities 
Spatial location of Project OR Tambo International 
Project Timing   Start Date: 2006 End Date: 2009 Duration: 3 years 
Project Description  Second multi story vehicle parkade – 5000 parking bays 
Project Value R 500m 
 
Project Name Multi Storey Parkade 2 
Project Category  Facilities 
Spatial location of Project Cape Town International 
Project Timing   Start Date: 2007 End Date: 2009 Duration: 2 years 
Project Description  Second multi story vehicle parkade – 1500 parking bays 
Project Value R 200m 
 
Project Name Various Runway Refurbishments 
Project Category  Pavement 
Spatial location of Project Port Elizabeth and Bloemfontein 
Project Timing   Start Date: 2007 End Date: 2008 Duration: 1 year 
Project Description  Rehabilitation of existing runways 
Project Value R 200m 

 
Source: ACSA 

Table 60: ACSA project descriptions (1) 
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Project Name Runway Rehabilitation 
Project Category  Pavement 
Spatial location of Project Cape Town International 
Project Timing   Start Date: 2006 End Date: 2007 Duration: 1 year 
Project Description  Rehabilitation of the main runway 
Project Value R 100m 
 
Project Name Terminal A Departures Upgrade 
Project Category  Facilities 
Spatial location of Project OR Tambo International 
Project Timing   Start Date: 2006 End Date: 2008 Duration: 2 years 
Project Description  Extension of the international departures public concourse and a new upper road 
Project Value R 100m 
 
Project Name Various Upgrades 
Project Category  Facilities 
Spatial location of Project Domestic Airports 
Project Timing   Start Date: 2006 End Date: 2009 Duration: 3 years 
Project Description  Upgrade and refurbishment (including minor extensions) of facilities at domestic airports 
Project Value R 300m 

 
Source: ACSA 

Table 61: ACSA project descriptions (2) 

 
4.7.3 Projections of Major Infrastructure Inputs 

 
Projections of major infrastructure inputs for ACSA projects have included current and future 
projects within ACSA’s planning cycle up-to 2013 (refer to the table below).   
 
Peak demand for infrastructure inputs (relating to building, facilities and aprons) are expected 
to occur in 2008, being flanked by reasonably strong infrastructure inputs demand in 2007 
and 2009 respectively. 
 
The significant total infrastructure inputs relating to buildings, facilities and aprons during the 
2008 peak include: steel (28,320 tons), cement (70,779 tons), clay bricks (10 million BEQ), 
glass (23,162 sq mt), ceramic tiles (103,884 sq mt), roof sheet (514,033 sq mt), aggregate 
stone mix (674,933 tons) and ready-mix concrete (357,255 tons).  Bitumen requirements also 
peak in 2008 at 22,271 tons. 
 
The demand for cranes is expected to increase substantially from the 13 units used in 2006 to 
23 units in 2007, thereafter increasing to 26 and 27 units in 2008 and 2009 respectively.  No 
details on the crane carrying capacity were forwarded from ACSA, however, these are 
expected to be a combination of tower and mobile cranes. 
 
Skills projections reveal a high demand for professional personnel between 2007 and 2009, 
the most significant of which being construction managers peaking at 152 in 2008, followed 
by specialist engineers at 68 in 2008.   
 
The projections also provide a sense of the complexity of the expansions being undertaken by 
ACSA, given the need for 56 architects, 28 quantity surveyors and 19 project managers 
during the peak in 2007 in preparation for the rollout of significant expansionary development 
and facilities related projects. 
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Projections of Major Infrastructure Inputs 
ACSA 

Infrastructure Projects 2006 2007 
2008 
Peak 
Year 

2009 2010 2011 2012 2013 

 
Materials (Buildings and Facilities)104 
 
Steel (tons) 5,820 16,667 28,155 24,756 8,621 11,726 11,726 11,726 
Aluminium (tons) 53 153 258 227 79 107 107 107 
Cement (tons) 11,943 31,000 50,779 45,504 16,061 17,765 17,765 17,765 
Clay Bricks (tons) 6,230 17,840 30,136 26,497 9,228 12,551 12,551 12,551 
Timber (cub mt) 150 429 725 637 222 302 302 302 
Glass (sq mt) 4,788 13,710 23,162 20,364 7,092 9,647 9,647 9,647 
Ceramic Fittings (tons) 9 26 44 39 14 18 18 18 
Ceramic Tiles (sq mt) 21,475 61,496 103,884 91,341 31,810 43,266 43,266 43,266 
Plastic Pipes (tons) 31 87 148 130 45 62 62 62 
Roof Sheet Steel (sq mt) 17,944 51,385 86,804 76,323 26,580 36,153 36,153 36,153 
Aggregate Stone Mix (tons) 219,439 275,664 514,033 482,679 228,793 39,164 39,164 39,164 
Ready Mix Concrete (tons) 69,083 195,765 329,755 289,929 101,750 136,766 136,766 136,766 
Bitumen (tons) 12,335 14,460 21,121 19,425 12,496 675 675 675 
 
Materials (Aprons)105 
 
Steel – edge reinforcing (tons) 149 99 165 149 99 TBA TBA TBA 
Cement – stab layer wk (tons) 18,000 12,000 20,000 18,000 12,000 TBA TBA TBA 
Concrete blocks (tons) 1,395 930 1,550 1,395 930 TBA TBA TBA 
Plastic pipe –water/sleeves (t) 14 10 16 14 10 TBA TBA TBA 
Aggregate Stone Mix-L/wks (t) 144,810 96,540 160,900 144,810 96,540 TBA TBA TBA 
Ready-mix concrete (tons) 24,750 16,500 27,500 24,750 16,500 TBA TBA TBA 
Bitumen (tons) 1,035 690 1,150 1,035 690 TBA TBA TBA 
 
Cranes106 
 
Cranes (units) 13 23 26 27 10 8 8 8 
 
Skills107 
 
Architects  19 56 50 45 20 21 18 15 
Quantity surveyors  9 28 25 22 10 11 9 8 
Project Managers 6 19 17 15 7 7 6 5 
Specialist Engineers 15 55 68 44 30 46 12 10 
Construction Managers 46 151 152 120 63 82 42 36 

 
Source: ACSA 

Table 62: ACSA Materials, Cranes and Skills Infrastructure Inputs Projections (2007-2013) 

 
 
 
 
 
                                                 
104 ACSA assumption: based on conversion factors for materials required per sq mt of buildings and 
pavements (tar-ways) 
105 Materials required per ACSA Code E Apron (assume 2x code C = 1x Code E) 
106 ACSA assumption: based on 5 crane units per 95,000 sq mt of terminal building 
107 ACSA assumption: based on project and fee values 
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4.7.3 Inputs sensitivities, dependencies and potential solutions 
 
No sensitivities were indicated by ACSA, however from the table above, ACSA’s 
infrastructure rollout and expansion plans for buildings and facilities could be sensitive 
(depending on whether these have been procured already, or procurement plans and 
contracts are in place with key material suppliers) to certain critical input materials including: 
steel, cement, clay bricks, glass, ceramic tiles, roof sheet steel, aggregate stone mix and 
bitumen.  These inputs are critical to the construction of ACSA’s building and facilities, and 
thus any shortages could impact on ACSA’s rollout plan. 
 
ACSA’s infrastructure rollout and expansion plans for aprons could also face similar 
sensitivities relating to cement (required for stabilised layer works), aggregate stone mix (also 
for layer works) and ready-mix concrete.  These represent the critical inputs to apron 
construction and therefore any shortages could potentially result in project delays. 
 
 
4.7.4 Summary and Conclusion 
 
The Airports Company of South Africa (ACSA) operates South Africa's ten principal airports, 
including three major international airports at O.R. Tambo, Cape Town and Durban, and 
seven domestic airports at Bloemfontein, Port Elizabeth, East London, George, Kimberley, 
Upington and Pilansberg. 
 
Growth in the South African economy has resulted in planned expansions of ACSA’s 
buildings and facilities throughout the country.  These include substantial investments in 
passenger terminals, parking, aprons, taxiways, access and service roads.  Maintenance and 
rehabilitation of existing runways at international and domestic airports are also part of the 
comprehensive infrastructure upgrade package. 
 
Infrastructure inputs are projected to peak in 2008, flanked by reasonably strong demand for 
inputs in 2007 and 2009.  The significant (total) infrastructure inputs relating to buildings, 
facilities and aprons during the 2008 peak include: steel (28,320 tons), cement (70,779 tons), 
clay bricks (10 million BEQ), glass (23,162 sq mt), ceramic tiles (103,884 sq mt), roof sheet 
(514,033 sq mt), aggregate stone mix (674,933 tons) and ready-mix concrete (357,255 tons).  
Bitumen requirements also peak in 2008 at 22,271 tons.  
 
The demand for construction managers and specialist engineers will peak in 2008 at 152 and 
68 respectively.  56 Architects, 28 quantity surveyors and 19 project managers will be 
required during the peak in 2007 in preparation for the rollout of significant expansionary 
development and facilities related projects. 
 
ACSA’s infrastructure rollout and expansion plans for buildings and facilities could be 
sensitive to certain critical input materials including: steel, cement, clay bricks, glass, ceramic 
tiles, roof sheet steel, aggregate stone mix and bitumen, (given the large demand volumes 
during the 2008 peak), and therefore any shortages could potentially result in project delays 
to ACSA’s critical path infrastructure rollout plan. 
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4.8 Significant Provincial and Municipal Infrastructure Investments 
 
 
The purpose of this section is to provide a broad overview, rather than detailed project 
information, of the significant Provincial and Municipal infrastructure investment pipeline over 
the medium term 2007/08 to 2009/10.   
 
The projects have not been analysed from an infrastructure inputs perspective as this would 
have meant that each Municipality or Provincial Office would have had to submit detailed 
material, capital equipment, transport equipment and skills inputs projections.  The merits of 
conducting such a detailed and prioritised study, should it be required, could be considered 
following a review of the information presented below. 
 
 
4.8.1 Provincial Infrastructure Investments 
 
Provincial infrastructure investments have been evaluated on a sample basis for Education, 
Health and Roads infrastructure projects, and include carryover and current (commenced 
during the 2006/07 financial year) and new projects, which are expected to be implemented 
during the medium term (2007/08 to 2009/10).   
 
Only the major 5-10 construction related projects (by value), in each of the nine provinces, 
were extracted from the National Treasury provincial infrastructure database and are briefly 
reviewed below. 
 
 
Provincial Education Infrastructure Projects 
(Refer to Annexure:  A) 
 
Over the medium term, the focus for provincial education infrastructure projects is on the 
construction of: 
 

• New primary and secondary schools 
• Additional classrooms 
• A youth reform centre 
• Sanitation facilities 
• Office accommodation 
• Computer laboratories 
• Science laboratories 
• School security (perimeter fencing etc.) 
• Library facilities 
• Facilities to accommodate the disabled 

 
In addition to the above, provincial infrastructure spend is also directed toward maintenance 
and school rehabilitation.  Projects are at various stages of implementation from being 
identified to the design, tender and construction stage. 
 
The 48 largest provincial education infrastructure projects that have been extracted from the 
National Treasury database sample range, for all nine provinces, has a total value of R859.56 
million over the medium term, which represents 7.4% of the total R11,56 billion108 medium 
term budget allocation for education (school building).  This relatively low percentage of total 
projects is indicative of the large number of small value education infrastructure projects. 
 
 
 

                                                 
108 National Treasury., 2007: Budget Review, p 45 
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2006/07 2007/08 2008/09 2009/10 Total 

R millions 
R337.59 

 
R196.02 

 
R283.12 

 
R24.83 

 
R859.56 

 
Source: National Treasury Provincial Infrastructure Database, March 2007 

Table 63: Major Provincial Education MTEF Infrastructure Projects 

 
The largest provincial education infrastructure budgets are for the Eastern Cape (R407.169 
million) followed by the Western Cape (R122.716 million) and Gauteng (R117.263 million). 
(Refer to the figure below) 
 
Focal areas for the five largest education infrastructure projects in the Eastern Cape include: 
the construction of a new youth centre (the largest project), rehabilitation of primary schools, 
office accommodation for programme management support, provision of water and sanitation 
and the relocation of prefabricated classrooms (disaster struck primary schools). 
 

Provincial Infrastructure
Major Education MTEF Infrastructure

0

50

100

150

200

250

300

350

400

450
407.169

122.716 117.263

55.147 54.147 45.255 30.867 24.586
2.415

EC WC GP KZ FS NW MP LP NC

R
 m

ill
io

n

 
Source: National Treasury Provincial Infrastructure Database, March 2007 

Figure 15: Major Provincial Education MTEF Infrastructure Projects (by value) 

 
The largest education infrastructure projects in the Western Cape will concentrate on the 
construction of new secondary schools combined with the maintenance of primary and 
secondary schools.  Major Gauteng province education infrastructure will be directed toward 
the building of additional primary school classrooms. 
 
Provincial Health Infrastructure Projects 
(Refer to Annexure:  B) 
 
The focus for the major provincial health infrastructure projects at provincial, regional and 
district hospitals will be on the building and construction of: 
 

• New hospitals 
• New and additional theatre blocks 
• Specialist units and facilities 
• New and additional wards 
• High care and casualty facilities 
• New and additional staff accommodation and facilities 
• Administration blocks 
• Replacement facilities 
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A significant component of construction related activity will also relate to maintenance, 
renovations and revitalisation projects, aimed toward the upgrading of existing facilities for 
improved service delivery.  The projects are at various stages of implementation from being 
identified to the feasibility, design, tender and construction stages respectively. 
 
The total value of the 51 largest provincial health infrastructure projects for the nine provinces 
is R8.106 billion over the projected medium term, which represents 49.87% of the total 
R16,253 billion109 medium term budget allocation for health (hospitals and clinics). 
 

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

R billions 
R1.292 

 
R2.698 

 
R2.964 

 
R1.152 

 
R8.106 

 
Source: National Treasury Provincial Infrastructure Database, March 2007 

Table 64: Major Provincial Health MTEF Infrastructure Projects 

 
As observed from the figure below, the largest provincial health infrastructure budgets are for 
Gauteng (R2.9 billion), Northern Cape (R1.679 billion), Kwa-Zulu Natal (R1.054 billion) and 
North West (R1.046 billion).   
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Source: National Treasury Provincial Infrastructure Database, March 2007 

Figure 16: Major Provincial Health MTEF Infrastructure Projects (by value) 

 
Much of the R2.9 billion medium term health infrastructure allocations for the largest projects 
in Gauteng will be spent on the construction of new central and regional hospitals.  Focal 
areas for the largest health infrastructure projects in the Northern Cape will be on the 
construction of new district and provincial hospitals and mental health care facilities. 
 
Construction of the largest health infrastructure projects in Kwa-Zulu Natal will be 
concentrated around hospital extensions, staff accommodation and recreational facilities, a 
district hospital revitalisation project, and the development of a new district hospital and 
community health centre.  Major health infrastructure construction in the North West will be 
directed toward new district and central hospitals, staff accommodation and the upgrading of 
existing facilities. 
 
 

                                                 
109 National Treasury., 2007: Budget Review, p 45 
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Provincial Roads Infrastructure Projects 
(Refer to Annexure:  C)  
 
Major provincial roads infrastructure projects will concentrate on: 
 

• Construction of new roads 
• Construction of a new interchange 
• Upgrading of roads (from gravel to surfaced road) 
• Road rehabilitation (reconstruction of roads) 
• Flood damage repairs and bridge reconstruction 
• Resealing of roads 

 
A significant component of provincial road construction related activity will also relate to 
preventative maintenance and renovation projects, which aim to improve the life and safety of 
provincial roads.  The projects are at various stages of implementation from being identified to 
the feasibility, design, tender and construction stages respectively.   
 
The total budget for the 55 largest provincial road infrastructure projects for the nine provinces 
is R3.139 billion over the projected medium term. 
 

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

R millions 
R2006 

 
R692 

 
R229 

 
R212 

 
R3139 

 
Source: National Treasury Provincial Infrastructure Database, March 2007 

Table 65: Major Provincial Roads MTEF Infrastructure Projects 

 
As noted from the figure below, the major provincial roads infrastructure budgets are for 
Limpopo (R829 million), Eastern Cape (R538 million) and Western cape (R389 million). 
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Source: National Treasury Provincial Infrastructure Database, March 2007 

Figure 17: Major Provincial Roads MTEF Infrastructure Projects (by value) 

 
All of the R829 million, and the R538 million over the medium for major roads infrastructure 
projects in Limpopo and the Eastern Cape respectively, will be spent on upgrading roads from 
gravel to tar.  Focal areas for the largest roads infrastructure projects in the Western Cape will 
be on completion of construction of a new interchange, upgrading of gravel and surfaced 
roads, and the rehabilitation of bridges and surfaced roads. 
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4.8.2 Municipal Infrastructure Investments 
 
Only significant (projects valued at over R150 million for the medium term) municipal 
infrastructure investments have been extracted from the National Treasury municipal 
infrastructure database, for the purpose of this broad review of large Municipal projects.  
Municipal projects are funded through Municipal Infrastructure Grants in combination with 
Public and Private sector funding contributions. 
 

Project Name Western Aqueduct Bulk Water Supply 
Project Category  Urban  
Spatial location of Project e-Thekwini Metro, Kwa-Zulu Natal 
Project Type  Water 
Project Description  The western aqueduct bulk water supply will provide additional capacity to complement the 

existing waterworks and distribution network capacity from the Durban Heights waterworks, 
which supplies water to major portions of the northern, western and southern parts of the 
greater Durban region 

Project Value R736.98 million 
 
Project Name Bulk Waste Services Infrastructure of Buffalo City 
Project Category  Urban 
Spatial location of Project Buffalo City local municipality, Eastern Cape 
Project Type  Sanitation 
Project Description  To address the comprehensive upgrade and expansion of the bulk waste service 

infrastructure of Buffalo City Municipality and the development of future raw water resources 
for the region, which has become critical for the growth and development of the region 

Project Value R553.41 million 
 
Project Name Fetakgomo Internal Roads 
Project Category  Rural 
Spatial location of Project Sekunkhune CBDM, Limpopo 
Project Type Roads and related storm-water 
Project Description  The project entails the prioritised rehabilitation of the 188km roads network in Fetakgomo 
Project Value R320.69 million 
 
Project Name O R Tambo DM: Mbizana LM: Mbizana Extension: Nomlacu Reticulation 
Project Category  Rural 
Spatial location of Project O r Tambo Distric Municipality, Eastern Cape 
Project Type Water 
Project Description  N/A 
Project Value R276.47 million 
 
Project Name Northern Waste water Treatment Works Unit 5 
Project Category  Urban 
Spatial location of Project City of Johannesburg, Gauteng 
Project Type Water 
Project Description  N/A 
Project Value R239.40 million 
 
Project Name Welbedaght East Bulk Services Project 
Project Category  Urban 
Spatial location of Project e-Thekwinin, Kwa-Zulu Natal 
Project Type Sanitation 
Project Description  N/A 
Project Value R211.57 million 

 
Source: National Treasury Municipal Infrastructure Database, March 2007 

Table 66: Major Municipal MTEF Infrastructure Projects (over R150 million) 

 
The predominant focus of the large municipal infrastructure projects is on water, sanitation 
and roads related projects.  The projects are spread nationally with the largest located in 
Kwa-Zulu Natal at a value of R736.98 million. 
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4.8.3 Summary and Conclusion 
 
Provincial and Municipal infrastructure projects have been analysed to present a broad 
overview of the significant Government infrastructure projects investment pipeline over the 
medium term. 
 
Large provincial education infrastructure projects by value totalled R859.56 million (with a 
peak in 2008/09 of R283.12 million), representing 7.4% of the medium term budget allocation 
for education infrastructure, thus suggesting the high number of smaller valued projects.  The 
concentration of the largest education infrastructure projects is in the Eastern Cape 
(R407.169 million), Western Cape (R122.716 million) and Gauteng (R117.263 million) with a 
focus in the Eastern Cape on a new youth centre, primary school rehabilitation, office 
accommodation and the provision of water and sanitation. 
 
The 51 largest provincial health infrastructure projects account for 49.9% of the R16.253 
billion MTEF budget for health (hospitals and clinics) at R8.106 billion (with a peak in 2008/09 
of R2.964 billion), with the largest infrastructure budget going to Gauteng (R2.9 billion) 
primarily for the construction of new central and regional hospitals, followed by Northern Cape 
(R1.679 billion) and Kwa-Zulu Natal (R1.054 billion).  
 
Provincial roads infrastructure spend will be directed toward new road construction, upgrades, 
rehabilitation and preventative maintenance.  The 55 largest provincial roads infrastructure 
projects total R3.139 billion (with a peak in 2007/08 of R692 million), with the largest budget 
allocated to Limpopo (R829 million) followed by the Eastern Cape (R538 million), both for the 
upgrading of roads from gravel to tar. 
 
Large (above R150 million) Municipal projects over the medium term total 6 projects, with a 
focus on water, sanitation and roads.  The largest project valued at R736.98 million is located 
in Kaw-Zulu Natal with a focus on increasing water distribution capacity. 
 
The broad analysis, covering only the major projects by value, seem to suggest that there are 
several (approximately 160) high value projects in the Provincial and Municipal pipeline, 
complemented by a host of smaller value projects, that makes up the balance over the 
medium term.  This could further impact on Grade 8&9 Civil Engineering Contractors and their 
subcontractors thereby placing pressure on limited contracting capacity going forward.  
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4.9 Significant Investments by National Departments 
 
The purpose of this section is to provide a broad overview of relevant significant National 
infrastructure projects for the medium term and beyond.  Significant infrastructure projects for 
the Department of Water Affairs and Forestry and the Department of Public Works will be 
presented and analysed for the purpose of assessing their future impact on the Public Sector 
Infrastructure pipeline. 
 
 
4.9.1 Department of Water Affairs and Forestry (DWAF) 

 
Six of the largest DWAF dam and water transfer scheme infrastructure projects with a value 
exceeding R400 million were identified from DWAF’s project database.  These projects 
represent 51.4% (by value) of the total capital expenditure projects between 2007/08 and 
2012/13.  Four of the projects are currently being developed through further studies (and will 
still require formal approval by DWAF), with the “Augmentation of the Eastern Vaal Sub-
system” currently under construction and due for completion in 2008, and preparations 
advancing for the commencement of construction of the De Hoop Dam in 2007. 
 

Project Name Mgeni River Augmentation: Phase-2 of the Mooi-Mgeni Transfer Scheme (MMTS-2) (Spring 
Grove Dam) 

Project Category  Dam infrastructure 
Spatial location of Project The proposed Spring Grove Dam site is situated on the Mooi River in the KwaZulu-Natal 

Midlands. 
Project Timing   Start Date: 2008 End Date: 2011 Duration: 3 years 
Project Description  The scheme will consist of the construction of a composite dam on the Mooi River at Spring 

Grove with a new pump-station directly downstream thereof feeding a 6 km rising main 
followed by a 8 km gravity main.  With a full supply level, the dam will have a gross storage of 
146 million m3.   The project includes a 14 km transfer pipeline and pump-station at the dam. 
In addition, a 5m high concrete weir will be required upstream of the dam to act as a barrier to 
prevent small-mouth bass fish from entering the brown trout fish waters above Inchbrakie 
Falls. 

Project Value Total R450 m; 2008/09 R112 m; 2009/10 R226 m; 2010/11 R112 m 
 
 
Project Name Development of Lower Orange River: Vioolsdrift Dam 
Project Category  Dam infrastructure 
Spatial location of Project A potential Vioolsdrift Dam site has been identified on the lower Orange River upstream of the 

village of Vioolsdrift 
Project Timing   Start Date: 2010 End Date: 2013 Duration: 3 years 
Project Description  Increasing demand on the Orange River especially driven by demand in Namibia, and 

operational requirements will require re-regulating with additional storage in the lower Orange 
River to increase the total system yield.   A Joint Pre-feasibility study was undertaken by RSA 
and Namibia during 2003 and 2004 and the results indicate that a Feasibility Study into a dam 
at Vioolsdrift is required.  A Feasibility Study is scheduled to commence during 2007. The 
Feasibility Study should be preceded by environmental monitoring.  

Project Value Total R1,400 m ; 2010/11 R400 m; 2011/12 R600 m; 2012/13 R400 m 
 
 
Project Name Augmentation of the Eastern Vaal Sub-system 
Project Category  Water transfer scheme 
Spatial location of Project A pipeline from the Vaal Dam linking into the existing Usutu Vaal tranfer scheme near 

Secunda 
Project Timing   Start Date: 2006 End Date: 2008 Duration: 2 years 
Project Description  The water scheme comprises the installation of a system of pumps and pipelines (115km of 

1900mm nominal diameter and 6km of 1200mm nominal diameter steel pipelines) to convey 
raw water from a new intake in the Vaal Dam to an upgraded Knoppiesfontein Diversion 
Structure.  The project will augment the yield of the Vaal Eastern Sub-system by 160 million 
m3/a.  The project is under construction. 

Project Value R2.5 bn 
 

Source: DWAF (April 2007) 

Table 67: Significant DWAF Dam Infrastructure Projects (over R400 million) (1) 
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Project Name Groot Letaba River Development: Nwamitwa Dam and Tzaneen Dam Raising 
Project Category  Dam infrastructure 
Spatial location of Project The project area is in the Groot Letaba Catchment situated in the Limpopo Province. 
Project Timing   Start Date: 2009 End Date: 2013 Duration: 4 years 
Project Description  The project comprises the construction of a dam situated just below the confluence of the 

Groot Letaba and the Nwanedzi Rivers on a site known as Nwamitwa, and the raising of 
Tzaneen Dam.  The dam at Nwamitwa site will provisionally have a storage capacity of 143,8 
million m3.   A multilevel-screened intake tower will be incorporated into the concrete spillway 
section.  The approximate volumes of concrete and earth-fill to be used in the dam-wall 
construction are 560 000 m3 and 820 000 m3 respectively.   The existing Tzaneen Dam will be 
raised to increase its storage capacity from 157 million m3 to 203 million m3 to improve the 
assurance of water supply to the existing water users.  No layouts of the bulk distribution have 
been done yet but it is foreseen that some 150 km of steel pipelines varying in size between 
600 mm and 1 000 mm diameter could be required.  A feasibility study was completed in 1998 
and a bridging study has now been embarked upon to update/ confirm information and to fill 
information gaps.   

Project Value Based on escalated cost estimates made in 1998 the construction of a dam at the Nwamitwa 
site is estimated to cost approximately R 1 100 million at current prices.  This estimate 
includes procurement of land in the basin as well as relocation of major infrastructure such as 
the main road in the area.  The raising of Tzaneen Dam is estimated to cost approximately 
R 42 million at current prices. 

 
Project Name Mokolo and Crocodile River  (West) Water Resouce Augmentation Scheme 
Project Category  Inter basin water transfer scheme 
Spatial location of Project The Project Area is the Brits-Rustenburg-Thabazimbi-Lephalale corridor situated in the 

Northwest and Limpopo Provinces. 
Project Timing   Start Date: 2010 End Date: 2012 Duration: 2 years 
Project Description  The main need for water to be transferred to the Lephalale area is to augment water supplies 

for: 
A possible  new power station at the existing Matimba Power Station ( Eskom) 
Further development of the coal fields near Lephalale 
A possible petro-chemical industry in the Lephalale area 
Platinum mining development in the Brits-Rustenburg-Thabazimbi area.  
 
The project comprises of the construction of a transfer pipeline from a pump station and weir 
situated on the Crocodile River ( West) just below the confluence of the Crocodile and the 
Moretele Rivers.  The pipe line could  have a supply capacity of 45 mil m3/a or more, to 
augment the water resources of the Mokolo catchment.  The water will be pumped through a 
pipeline 1.2 m diameter over a distance of some 180 km with 4 pump stations along the route. 
The pipe material will comprise of Steel and/or Glass Reinforced Polyester (GRP) on various 
sections of the pipeline route.  The extent of the infrastructure is yet to be determined but 
could include some 150 km of pipeline with sizes varying between 600 mm and 1.4 m 
diameter.  A reconnaissance study for the water transfer scheme was completed in 2006 and 
a feasibility study has now been embarked upon to study the project in more detail and to 
expand the investigations to include the bulk distribution in the Brits-Rustenburg-Thabazimbi 
area.   

Project Value Based on cost estimates made in 2006 the construction of the transfer pipeline and associated 
infrastructure is estimated at approximately R 1 900 million. The cost of the bulk distribution to 
the platinum mines and other users could be up to R 2 000 million.   

 
Project Name Olifants River Water Resources Development Phase 2 
Project Category  Dam infrastructure 
Spatial location of Project The proposed De Hoop Dam is located on the Steelpoort River on the farm De Hoop, 

approximately 50 km upstream of the town Burgersfort. 
Project Timing   Start Date: 2007 End Date: 2013 Duration: 6 years 
Project Description  The project will consist of dam, pumping stations and bulk supply mains. The storage capacity 

for the dam is approximately 350 million m³. The dam wall will comprise of a roller compacted 
concrete structure with the estimated quantity of concrete being 800 000 m3.  Some regional 
purification plants will also be included for supply of potable water to the towns and rural 
villages.  About 300 km of water pipelines will be constructed, with the largest size about 1,4 m 
in diameter going down to 600 mm. 

Project Value Dam:R1,251 m; Bulk Distribution: R3,654 m; Total: R4,935 m 
 

Source: DWAF (April 2007) 

Table 68: Significant DWAF Dam Infrastructure Projects (over R400 million) (2) 
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Project Name 
 

 
TOTAL 

 
2006/07 

200708 
Interim 
Peak 

 
2008/09 

2009/10 
Peak 
Year 

2010/11 
Peak 
Year 

 
2011/12 

 
2012/13 

R millions 

Mgeni River augmentation 
(Spring Grove Dam) 

 
450 

 
  112 226 112   

Lower Orange River development 
(Vioolsdrift Dam) 
 

1,400     400 600 400 

Eastern Vaal sub-system 
augmentation 
 

1,883110 1,055 828      

Groot Letaba River development 
(Nwamitwa and Tzaneen Dams) 
 

1,142111   90 280 322 280 170 

Mokolo and Crocodile River water 
resource augmentation scheme 
 

1,940112   240 950 750   

Olifants River water resources 
development 
 

4,000113 340 680 865 520 450 500 645 

 
Total 

 
10,815 1,395 1,508 1,307 1,976 2,034 1,380 1,215 

 
Source: DWAF (April 2007) 

Table 69: Significant DWAF Dam Infrastructure Budget Projections (2006/07 – 2012/13) 
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Source: National Treasury Budget Office Infrastructure Database, April 2007 

Figure 18: Major DWAF MTEF Infrastructure Capex by Province  

 
On the basis of capital expenditure projections, which represent a driver for infrastructure 
inputs, an interim peak is expected to occur in the 2007/08 financial year, with two fairly 
consistent peaks in 2009/10 and 2010/11 respectively.  The largest demand in the above 
projects will be for cement, aggregate and reinforcing steel (dependent on the project being 
considered).    
                                                 
110 The total value of the project is R2.5 billion, which commenced during 2005/06 
111 This total includes the cost of raising the Tzaneen Dam, which DWAF has estimated at R42 million 
at current prices 
112 This total does not include the cost of bulk distribution to the platinum mines and other users which 
is estimated at R2 billion 
113 DWAF have since revised this total estimate upwards to R4.935 billion 
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In the case of the new Olifants River water resources development (including the construction 
of the De-Hoop Dam, DWAF Construction will supply its its own ready-mix concrete and also 
have a dedicated quarry for aggregate, and will thus not purchase from the open market, with 
the exception of cement.  From the table below, the greatest dependency for reinforcing steel 
and ready-mix concrete occurs in 2008 and 2009.  The other four projects are still being 
developed, through further techno-economic feasibility studies and design development, and 
therefore no projections are available currently.  
 

Critical Materials Inputs Total 2007 2008 2009 2010 

Steel - reinforcing (tons) 2500 200 1500 800  

Ready mix concrete (‘000 cub mt) 930 100 400 400 30 

 
Source: DWAF (April 2007) 

Table 70: Material inputs projections for the De-Hoop Dam (2007 – 2010) 

 
 
4.9.2 Department of Public Works (DPW) 
(Refer to Annexure:  D) 
 
The focus over the medium term for the Department of Public Works significant infrastructure 
projects nationally will be on: 
 

• New construction of buildings and facilities 
• Upgrading and extensions to buildings  
• Installation of facilities (security etc.) 
• Rehabilitation and renovations 
• Maintenance 
 

Projects have been separated between capital and planned maintenance projects over the 
duration of the medium term and beyond.  The projects are at various stages of 
implementation from feasibility, design, tender and construction stages respectively. 
 
A sample of 39 large scale projects (over R50 million in project value) was extracted from the 
database of 2596 projects.  The cumulative project value of the sample was R5.526 billion 
(see table below), which represents 50.3% of the total project value of R10.984 billion over 
the medium term and beyond.  Peak expenditure is expected within the 2007/08 financial 
year. 
 

Project 
Category Total 2007/08 2008/09 2009/… 

R billions     

Capital 3.939 2.071 1.508 0.360 
Planned 

Maintenance 1.587 0.908 0.454 0.225 

Total 5.526 2.979 1.962 0.585 

 
Source: National Treasury Budget Office Infrastructure Database, April 2007 

Table 71: Major DPW Infrastructure Projects (2007/08 – 2009/…) 

 
From the sample of 39 projects analysed, the largest DPW infrastructure spend over the 
MTEF period for capital projects will occur in Gauteng (R1.551 billion) and Free State (R1.45 
billion) followed by Western Cape (R707 million).  The largest infrastructure spend for planned 
maintenance will occur in Gauteng (R1.428 billion).  
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Capital Projects 
 
Much of the R1.551 billion medium term DPW allocations for Gauteng projects will be spent 
on departmental office accommodation, prestige offices and security installations.  The Free 
State expenditure will focus on departmental accommodation in new government buildings, 
whereas the Western Cape will utilise the allocations for upgrading and extensions to 
departmental office accommodation and prestige offices. 
 
Planned Maintenance Projects 
 
Gauteng’s planned maintenance budget of R1.428 billion will concentrate on the upgrading 
and maintenance of departmental office accommodation and official residences. 
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Source: National Treasury Budget Office Infrastructure Database, April 2007 

Figure 19: Major DPW MTEF Infrastructure Capex by Province  

 
 
4.9.3 Summary and Conclusion 
 
Large-scale infrastructure investment projects relating to the Departments of Water Affairs 
and Forestry (DWAF) & Public Works (DPW) have been analysed to assess their future 
impact on the public Sector Infrastructure pipeline. 
 
Projects were sampled in each case with the samples in each case representing at least 50% 
of the total expenditure. 
 
DWAF has 6 major infrastructure projects over the period 2007/08 to 2012/13 with a 
combined value of R10.815 billion. One project has commenced during 2005/06 and a 
second (De-Hoop dam) is expected to commence during 2007/08, with the remaining four in 
the feasibility and planning stages.  Based on the investment value projections for the six 
projects, capital expenditure peaks are expected to occur in 2009/10 and 2010/11 (R1,976 
and R2,034 million respectively), with an interim peak in 2007/08 (R1,508 million).  
Infrastructure spend will translate to a demand for infrastructure inputs, with a peak demand 
for steel and ready-mix concrete for the De-Hoop Dam expected to occur in 2008 and 2009. 
 
Infrastructure projects for DPW total 2596 projects with a total value of R10.984 billion over 
the medium term and beyond.  Analysis of 39 significant infrastructure projects with a 
combined value of R5.526 billion revealed a peak in expenditure expected during the 2007/08 
financial.  Projects were split between capital and planned maintenance projects, with 
sampled capital projects totalling R3.939 billion and planned maintenance R1.587 billion.  
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Most of the capital projects would be concentrated in Gauteng, Free State and the Western 
Cape with a focus on the development of new departmental office accommodation, 
extensions and upgrades, while planned maintenance will occur predominantly in Gauteng 
with a focus on upgrading and maintenance of departmental office accommodation and 
official residences. 
 
On the basis of the sample of 6 DWAF and 39 DPW infrastructure projects analysed, which 
represent a combined project value of R16.34 billion (or half of the total DWAF and DPW 
infrastructure budgets), there is a concentration of high value projects with a large number of 
low value projects accounting for the balance.  This could impact on the limited Grade 8&9 
CE contractor’s capacity and also present challenges relating to infrastructure inputs. 
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4.10 Coega Industrial Development Zone 
 
4.10.1 Background 
 
The Coega Industrial Development Zone (IDZ) is South Africa’s premier location for new 
industrial investments covering 11,000 hectares of land.  The Coega IDZ is a phased 
development around industry clusters with Custom Secure Areas (CSA) dedicated for export 
oriented manufacturing companies located in the zone.   
 
Coega offers a platform for global exports by attracting foreign and local investment in 
manufacturing industries.  A strategic Development Framework Plan (DFP) for the Coega IDZ 
has been developed focusing on infrastructure development and facilities for the Core 
Development Area (CDA) comprising 6,500 hectares.  
 
The key priority investment sectors currently pursued by the CDC include:  
 

Metals / Metallurgical 
• Ferro Chrome  
• Stainless Steel 
• Iron and Steel Slabs  
• Aluminium Beneficiation  
• Metals Fabrication  

Textiles 
• Flax; Wool & Mohair, Agri-processing 

Automotive 
• Automotive components  
• Original Equipment Manufacturers (OEM) 

Services 
• BPO & O (Financial Shared Services Centre) 
• Call Centres 

Chemicals 
• Organic (Petrochemicals)  
• Inorganic (Chlorine) 

Energy 
• Alternative Energy Sources (LNG) 

 
The first infrastructure investments in the Coega IDZ are focusing on areas where investors 
have to locate.  Infrastructure implementation in Zones 1 – 5 include a combination of 1st and 
2nd Tier infill where sites are ready for immediate occupation.   
 
Zones 1 – 5 have been identified to locate the following activities: 1 (light electronics and 
commercial), 2 (automotive), 3 (textiles, agri-processing), 4 (Academic and training, 
Services), 5 (heavy to medium manufacturing).  
 
Infrastructure implementation of the zone could be seen as Bulk Distribution (1st Tier) of 
Services in the actual industrial sectors which will be followed by Secondary Distribution (2nd 
Tier) servicing up to the site boundaries and finally site services (3rd Tier) for specific investor 
requirements. 
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4.10.2 Coega IDZ Infrastructure Investment  
 

Projections of Infrastructure Investment Coega Industrial 
Development 

Zone 2006/07 2007/08 2008/09 2009/10 2010/11 2011/12 

 
Top-structures 131,173,012 282,554,320 438,525,000 696,711,458 725,590,000 337,000,000 

Zone work 2,854,334 16,247,785 42,721,849 41,740,000 29,240,000 15,640,000 

Roads and Bridges 80,746,845 216,721,926 182,473,011 39,340,410 0 0 

Bulk Water 19,971,364 48,315,183 29,100,000 254,254 0 0 

Bulk Sewer 4,327,208 21,903,475 34,400,000 0 96,000,000 37,800,000 

Bulk Electrical 6,978,757 53,176,940 39,990,000 4,925,000 5,125,000 6,000,000 

Zone 1 94,599,321 152,242,104 71,082,964 35,489,448 0 0 

Zone 2 72,739,908 123,146,186 45,181,880 34,940,000 0 0 

Zone 3 13,309,965 66,180,592 58,010,000 34,940,000 0 0 

Zone 4 0 34,540,000 60,120,000 42,140,000 0 0 

Zone 5 5,023,022 60,090,346 85,096,732 62,429,491 443,489 0 

Zone 6 0 0 1,800,000 35,400,000 97,200,000 63,600,000 

Zone 7 /10 0 0 4,800,000 68,400,000 127,200,000 63,600,000 
 

Total (SAR) 431,723,736 1,075,118,837 1,093,301,436 1,096,710,061 1,080,798,489 523,640,000 
 

Source: Coega Development Corporation, May 2007 

Table 72: Coega IDZ Infrastructure Investment Projections (2006/07 – 2011/12) 
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Source: Coega Development Corporation, May 2007 

Figure 20: Coega IDZ Top Structure and Total Infrastructure Capital Expenditure 

 
Coega IDZ Top Structure infrastructure capital expenditure is expected to peak in 2010/11 at 
R725million.  Top structure investment is the largest contributor to the total infrastructure 
capital expenditure, which will remain fairly stable between 2007/08 and 2010/11 at an 
average of R1.086 billion. 
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Source: Coega Development Corporation, May 2007 

Figure 21: Coega IDZ Bulk Infrastructure Capital Expenditure  

 
Investment in zone, road, water, sewer and electrical bulk infrastructure will be phased 
between 2007/08 and 2010/11.  Investments in road and bridge bulk infrastructure will be the 
largest and is expected to peak in 2007/08 at R216 million. Bulk water and electrical 
infrastructure will also peak in 2007/08 at R48 million and R53 million respectively.  
Investments in bulk sewer facilities are only expected to peak in 2010/11 at R96 million.    
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Figure 22: Coega IDZ Zone Infrastructure Capital Expenditure 

 
In keeping with the phased rollout of the IDZ and the attraction of targeted sectoral 
investments, capital expenditure for zone infrastructure development are expected to occur as 
follows: Investment in Zone 1, 2 and 3 development are all expected to peak in 2007/08 at 
R152 million, R123 million and R66 million respectively.  Investment in Zone 4 and 5 
development will peak in 2008/09 at R60 million and R85 million respectively, while 
investment in Zone 6 development will only peak in 2010/11 at R97 million.  Zones 7 to 10 are 
also expected to be rolled out between 2008/09 and 2011/12 with peak infrastructure 
development activity expected to occur in 2010/11 at R127 million.  
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4.10.3 Summary and Conclusion 
 
The Coega IDZ is a phased development around industry clusters with Custom Secure Areas 
(CSA) dedicated for export oriented manufacturing companies located in the zone.  The first 
infrastructure investments in the Coega IDZ are focusing on areas where investors have to 
locate, which include Zones 1-5 that have been reserved for the following activities: Zone 1 
(light electronics and commercial), 2 (automotive), 3 (textiles, agri-processing), 4 (Academic 
and training, Services), 5 (heavy to medium manufacturing).  
 
Infrastructure implementation of the zone could be seen as Bulk Distribution (1st Tier) of 
Services in the actual industrial sectors which will be followed by Secondary Distribution (2nd 
Tier) servicing up to the site boundaries and finally site services (3rd Tier) for specific investor 
requirements. 
 
Coega IDZ Top Structure infrastructure capital expenditure is expected to peak in 2010/11 at 
R725million.  Top structure investment is the largest contributor to the total infrastructure 
capital expenditure, which will remain fairly stable between 2007/08 and 2010/11 at an 
average of R1.086 billion.  Investments in road and bridge bulk infrastructure will be the 
largest and is expected to peak in 2007/08 at R216 million. Bulk water and electrical 
infrastructure will also peak in 2007/08 at R48 million and R53 million respectively.  
Investments in bulk sewer facilities are only expected to peak in 2010/11 at R96 million.    
 
In keeping with the phased rollout of the IDZ and the attraction of targeted sectoral 
investments, capital expenditure for zone infrastructure development are expected to occur as 
follows: Investment in Zone 1, 2 and 3 development are all expected to peak in 2007/08 at 
R152 million, R123 million and R66 million respectively.  Investment in Zone 4 and 5 
development will peak in 2008/09 at R60 million and R85 million respectively, while 
investment in Zone 6 development will only peak in 2010/11 at R97 million.  Zones 7 to 10 are 
also expected to be rolled out between 2008/09 and 2011/12 with peak infrastructure 
development activity expected to occur in 2010/11 at R127 million. 
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4.11 Demand-side Conclusion    
 
4.11.1 Peak demand years 
 
The peak demand years for each demand side project are listed in the table below.  In some 
cases, the peak demand years are based on projected infrastructure inputs and for others the 
MTEF budget allocations have been used as an indicator of peak demand years, given that 
budget allocations will stimulate the need for infrastructure inputs.  Overall peak demand is 
expected between 2007 and 2009, thereafter driven by housing until 2016. 
 

Peak Demand for Major Infrastructure Material Inputs Infrastructure 
Investment Drivers 2007 2008 2009 2010 2011 2016 

* Based on MTEF budget allocation projections as no infrastructure inputs demand projections were available 

Eskom 

X  
Steel: 254.6kt 

Cement: 68.6kt 
Clay Brick: 240kt 
Bitumen: 32.8kt 

 

 
Peak Year 

Steel: 502.4kt 
Cement: 114.7kt 
Clay Brick: 480kt 
Bitumen: 30.5kt 
Aluminium: 57kt 

 

Peak Year 
Steel: 524.5kt 

Cement: 111.4kt 
Clay Brick: 480kt 
Aluminium: 59kt 

 

X 
Steel: 490.7kt 
Cement: 92kt 

Clay Brick: 480kt 
Aluminium: 38kt 

 

X 
Steel: 421.4kt 

Cement: 83.1kt 
Clay Brick:260kt 

 
 

 

Transnet* X 
Peak Year 

X 
Peak Year X    

Gautrain 
X 

Steel: 20kt 
Cement: 62kt 

Agg Mix: 362kt 

 
Peak Year 
Steel: 30kt 

Cement: 98kt 
Agg Mix: 571kt 

 

 
X 

Steel: 30kt 
Cement: 94kt 

Agg Mix: 539kt 
 

   

2010 

 
X 

Steel: 26.4kt 
Cement: 100kt 

 

 
Peak Year 
Steel: 28kt 

Cement: 114kt 
 

    

SANRAL  

 
X 

Steel: 3.94kt 
Cement: 128kt 
Agg Mix: 3.8mt 
Bitumen: 45kt 

 

 
Peak Year 

Steel: 3.94kt 
Cement: 161kt 
Agg Mix: 5.1mt 
Bitumen: 71kt 

 

X 
Steel: 3.94kt 

Cement: 147kt 
Agg Mix: 4.0mt 
Bitumen: 56.7kt 

X 
Steel: 2.2kt 

Cement: 157kt 
Agg Mix: 4.3mt 
Bitumen: 60.6kt 

 

Housing (Houses) 
X 

Steel: 50.4kt 
Cement: 0.7mt 

X 
Steel: 63.9kt 

Cement: 0.9mt 

 
MTEF Peak 
Steel: 76kt 

Cement: 1.1mt 
 

 
Peak Year 
Steel: 187kt 

Cement:2.6mt 
 

 
X 

Steel: 187kt 
Cement:2.6mt 

 

 
X 

Steel: 187kt 
Cement:2.6mt 

 

Housing (Flats) 

 
Peak Year 
Steel: 1.3kt 

Cement: 14.5kt 
 

     

ACSA (Buildings, 
facilities and 

aprons) 

X 
Steel: 16.7kt 
Cement: 43kt 

Agg Mix: 372kt 

 
Peak Year 

Steel: 28.2kt 
Cement: 71kt 

Agg Mix: 675kt 
 

X 
Steel: 24.8kt 

Cement: 63.5kt 
Agg Mix: 627.5kt 

X 
Steel: 8.6kt 

Cement: 28.1kt 
Agg Mix: 325.3kt 

  

Provincial 
Education*  Peak Year     

Provincial Health*  Peak Year     

Provincial Roads* Peak Year      

Municipalities (N/A)* No timeline data available 

DWAF* MTEF Peak Year  Peak Year Peak Year   

DPW* Peak Year      

Coega IDZ  Peak Year Peak Year Peak Year   

 
Source: SUDEO IBC 

Table 73: Consolidated peak demand for major infrastructure material inputs (2007 – 2016) 
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4.11.2 Critical Material Demand Spikes  
 
From the detailed demand-side analysis of the major Government and Public Corporation 
infrastructure input projections and sensitivities, two infrastructure inputs consistently appear 
to present the most concern.  These are steel and cement, without which most of these 
infrastructure projects will not be able to continue.   
 
Steel 
 
From the table above, medium-term demand spikes for steel (structural and reinforcing) are 
likely to occur from 2007 to 2010 with an interim peak in 2008 (656.4kt) strongly influenced by 
the demand from Eskom, which accounts for 77% of this total demand.   
 
Thereafter, long-term demand for reinforcing steel from 2011 to 2016 will be driven primarily 
by 40m2 housing demand and will be dependent on budget allocations being made to support 
the ambitious construction of 625,000 houses per annum. 
 
Cement 
 
Demand spikes for cement is projected to occur in 2009 (1,5mt) due to high concurrent 
demand for cement from Housing, Eskom, Gautrain, SANRAL and ACSA.  Thereafter 
substantially high cement demand will be driven primarily through housing developments, with 
housing alone requiring approximately 2.6mt annually (subject to budget allocations for the 
construction of 625,000 houses annually). 
 
Aggregate Mix and Bitumen 
 
Demand for infrastructure inputs such as aggregate mix and bitumen also present potential 
challenges, however these tend to be more project specific rather than being applicable to all 
projects with similar levels of sensitivity. No consolidated aggregate-mix information was 
available for all stadiums due to incomplete information received, however adding this will 
further increase the total demand requirements, which appear to peak in 2008 arising from 
strong demand from Gautrain, Eskom, SANRAL, ACSA and Housing.  Bitumen demand also 
appears to peak in 2008 driven primarily by SANRAL and Eskom. 
 
Clay Bricks 
 
Clay Bricks demand appears to be largest affected by Eskom’s new Medupi power station 
and Project Bravo.  Housing also will contribute substantially to overall Clay Brick demand if 
at least 10% of 40m2 housing construction entailed the use of clay bricks over the currently 
favoured use of concrete blocks.  
 
Plastic Pipe, Glass, Timber and Concrete Products 
 
Infrastructure inputs such as plastic pipe, glass, timber and concrete products appear to be 
most affected by Eskom and the housing development projects, which are already part of the 
supply chain, given that these are continuous projects, hence demand for these materials will 
experience potentially significant incremental step changes aligned to increases in housing 
budget allocations. 
 
Aluminium 
 
Aluminium demand is most affected by Eskom’s transmission line related projects, given the 
need for aluminium conductors, and to a much lesser extent for aluminium frames in flat 
developments.  Overall aluminium demand is expected to peak in 2009. 
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4.11.3 Demand Sensitivities/Challenges 
 
 
Infrastructure 

Investment Drivers Infrastructure Inputs Sensitivities/Dependencies/Challenges 

Eskom 

 
Materials availability (especially steel and cement) 
Specialist engineering suppliers 
Imported equipment delivery 
Project management, engineering and contractor skills availability 
Artisan skills 
Transport availability 
Site accommodation facilities in Limpopo Province, Mpumalanga Province and 
along transmission corridors. 

Transnet 
 
Import sensitivity (given the significant projected imported content) 
Environmental Impact Assessments (EIAs) 
Skills inputs (at various levels within Transnet) 

Gautrain 

 
Production of fabricated steel structures 
Inconsistent power supply 
Shortage of skilled labour 
Shortage of professional staff 

2010 

 
Material inputs (steel, cement) 
Traffic Congestion - Delivery 
Material distribution 
Limited availability of skills 
Manufacturing capabilities (fabricators) 

 
Coega (TBA) 

 
Financial Analysis only 

SANRAL 
 
Material inputs (cement, aggregates, bitumen) 
Availability of skilled resources 

Housing (Houses) 
 
Contractor capacity (especially large contractors) 
Skilled labour shortage 
Material inputs (cement especially) 

Housing (Flats) 
 
Contractor capacity (especially large contractors) 
Skilled labour shortage 
Material inputs (cement especially) 

ACSA 
 
Material inputs driven by large volume demand for steel, cement, clay bricks, glass, 
ceramic tiles, roof sheet steel, aggregate stone mix and bitumen 

Provincial Education* MTEF Financial analysis only 
Provincial Health* MTEF Financial analysis only 
Provincial Roads* MTEF Financial analysis only 

Municipalities (N/A)* MTEF Financial analysis only 
DWAF* Material inputs (cement) 
DPW* MTEF Financial analysis only 

 
Source: SUDEO IBC 

Table 74: Consolidated demand-side infrastructure inputs sensitivities and challenges 

 
The primary demand-side infrastructure inputs sensitivities and challenges are: material 
inputs (especially steel and cement), shortages of skilled labourers and professionals, 
material distribution, traffic congestion affecting material deliveries, inconsistent power supply 
and contractor capacity and availability and from the perspective of Public Corporations: 
specialist suppliers, imported equipment sensitivities (cost and delivery) and site 
accommodations. 
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Section 5 – Infrastructure Inputs 
 
 
The analysis of broad infrastructure inputs aims to generate a macro understanding of the 
supply industry dynamics including:  
 

• An overview of the industry supply and demand trends;  
• The growth in production capacity and product availability to the South African 

market;  
• Key supply challenges, sensitivities, dependencies and possible solutions;  
• The impact of imports and exports; and  
• Current and future investment in capacity expansion. 

 
The key114 infrastructure inputs have been identified on the basis of perceived shortages.  
These perceived shortages are observed through the occurrence of domestic production 
shortages, increased levels of imports (and the emergence of import parity prices) and high 
PPI increases between 2004 and 2006, as observed below: 
 

Input Materials  Percentage price increase, 2004 
to 2006 

Profiled aluminium roofing                                    43% 
Extruded aluminium section                                   35% 
Profiled aluminium roofing - distributor level     33% 
Bricks - Stock                                                26% 
Aggregated crushed stone (as from 2/86)                24% 
Cement building blocks                                        24% 
Bricks - Face                                                 23% 
Structural steel, unworked                                    21% 
Cement (Retail)     18% 
Flush doors                                                   17% 
Wash and basin                                                16% 
Ordinary and extended cement                               16% 
Glass for the building industry - cut to size               15% 
WC pans and bidets 10% 
Structural steel products                                     10% 
Civil engineering plant                                       10% 
PVC Pipes  8% 
Ceramic & encaustic wall & floor tiles & mosaics     2% 
Sand                                                          2% 
Concrete roof tiles     1% 

 
Source: Statistics South Africa, www.statssa.gov.za 

Table 75: PPI increases for selected infrastructure input materials (2004 – 2006) 

 
Supply projections of infrastructure inputs, from 2007 to 2016 using 2006 as the base year, 
were developed on the basis of infrastructure input (product) availability in South Africa, which 
was calculated as follows: 

 
Domestic availability projected = Domestic Production projected + Imports projected – Exports projected 

 
The infrastructure inputs that have been considered include: Steel, Aluminium, Cement, 
Concrete, Ready Mix, Clay Bricks, Timber, Float Glass, Plastic Pipes, Aggregate, Bitumen, 
Capital Equipment (including Yellow Metal equipment), Road Transportation and Skills. 
 
 
                                                 
114 The infrastructure inputs that are being considered for the purpose of this study are not meant to be 
an exhaustive, nor a prioritised listing given that specific infrastructure inputs requirements of demand 
side projects will impact on the relevance of the proposed listing, as some infrastructure inputs may be 
more critical from a supply and demand perspective than others.  This, however, will only be known 
(potentially) as an outcome of this study. 
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5.1 Steel 
 
The content of this sub-section has been derived from consultation with and contributions 
from the South African Iron and Steel Institute (SAISI) and South Africa’s carbon115 and 
stainless steel producers.  The overall PPI increase between 12/2004 and 12/2006 was 14%.  
Steel PPI116 increases between 2004 and 2006 were: Un-worked Structural Steel (21%), 
Structural Steel Products (10%), Reinforcing Steel (7%), Mild Steel Plate (15%), Uncoated 
Sheet (23%), Galvanised Sheet (15%), Mild Steel Angles (2%) and Flat Rolled Stainless Steel 
Products (58%).  
 
5.1.1 Overview of the Primary Steel Industry 
 
According to the South African Iron and Steel Institute (SAISI), South Africa is the largest 
steel producer in Africa, producing 52% of the total crude steel production of the continent 
during 2006.  South Africa was also ranked the 21'st largest crude steel producing country in 
the world by the International Iron and Steel Institute (IISI) in 2006 and was ranked 9'th in the 
world during 2004 as a net exporting country (exports-imports) of primary steel.  During 2006, 
total South African crude steel production amounted to 9,722 million tons, an increase of 
2.4%, compared with 9,494 million tons produced during 2005.  This represents 0,8% of world 
production which reached 1 239,5 million tons in 2006, according to the International Iron and 
Steel Institute (IISI), an increase of 8,8% when compared with 2005.  
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Figure 23: SA Monthly Crude Steel Production 
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Figure 24: Global Monthly Crude Steel Production 

                                                 
115 Excludes Scaw Metals production capacity.  Scaw Metals were invited to participate and provide 
voluntary information toward the consolidated process. 
116 Statistics South Africa, www.statssa.gov.za 
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South Africa’s real domestic carbon and alloy steel consumption has risen steadily from the 
early 2000’s, driven by growth in the manufacturing and construction sectors.  In keeping with 
this trend for increased demand and consumption of carbon and alloy steel, there has also 
been a marked increase in imports to complement current installed capacity. 

 
 

 
 

Source: SAISI 

Figure 25: SA – Real domestic carbon and alloy steel consumption 

 
Carbon steel deliveries by the primary steel industry amounted to 7,688 million tons in 2006, 
an increase of 0,8% compared with 2005.  During 2006 5,337 million tons of carbon steel 
products were sold on the local market, an increase of 26,2% compared with 2005.  This 
further confirms the increasing consumption trend above. 
 

 
 

Source: SAISI 

Figure 26: SA – Sales of primary carbon steel products (1998-2006) 

 
During 2006 2,351 million tons of carbon steel products were exported, a decrease of 30,8% 
compared with 2005.  It can also be noted from the Figure below that the Export trend 
indicates a decline, largely in an effort to supply the increased demand for primary carbon 
steel products to the domestic market. 
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Source: SAISI 

Figure 27: SA – Exports of primary carbon steel products (1998-2006) 

 
Imports of carbon and alloy primary steel products (excluding semis, stainless steel and 
drawn wire) during 2006 amounted to 0,532 million tons, an increase of 66,5% compared with 
2005, indicative of the increasing demand for these products.  Imports during 2006 accounted 
for 9% of apparent domestic steel consumption compared to 7% of apparent domestic steel 
consumption during 2005.   

 

 
 

Source: Customs and Excise, SAISI 

Figure 28: SA – Imports of primary carbon and alloy steel products (1998-2006) 
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The range of primary carbon steel products and semi-finished products manufactured in 
South Africa includes billets, blooms, slabs, forgings, light-, medium- and heavy sections and 
bars, reinforcing bar, railway track material, wire rod, seamless tubes, plates, hot- and cold-
rolled coils and sheets, electrolytic galvanised coils and sheets, tinplate and pre-painted coils 
and sheets.  Sales of these products to industrial groups in 2006 are shown below, with the 
bulk sold to building and construction (23%). 
   

 
Source: SAISI 

Figure 29: SA – Sales to industrial groups (2006) 

 
The range of primary stainless steel products and semi-finished products manufactured in 
South Africa includes slabs, plates and hot- and cold-rolled coils and sheets.  
 
Scrap metal is a critical feedstock input to certain steel making processes and apart from the 
estimated 2 million tonnes of ferrous-scrap sourced from the market, of which 0,087 million 
tonnes were imported by the local primary steel industry in 2005, a volume of 0,386 million 
tonnes of ferrous scrap were exported by metal recyclers.   
 
Additionally, international markets are very volatile and seriously driven by commodity cycles, 
which influence the prices and domestic availability of scrap metal and additives used in the 
manufacturing process of carbon steel given the opportunity cost of exports as opposed to 
domestic sales by scrap merchants.  
 
On the stainless steel front, there has always been more capacity than local demand and in 
an effort to grow demand, the Primary Stainless Steel producer has worked with down stream 
industry to grow manufacturing of stainless steel goods.   
 
Recent developments internationally indicate that huge stainless steel capacity will be coming 
online in China, which could result in dumping of stainless steel and even worse, dumping of 
cheap manufactured goods.  In 2006, imported household stainless steel goods jumped from 
about 2500 t/y to 10,000 t/y (a 300% increase).    
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5.1.2 Projected Domestic Availability 
 
The product types produced by the carbon and stainless steel manufacturers were analysed, 
in consultation with the manufacturers, to identify those products that are used (to varying 
extents) by the construction industry.   
 
The following product categories were focused upon: 
 

Carbon Steel Flat Products: 
 

• Hot rolled plate in coils and 
lengths (HRPCL) 

• Hot rolled sheet in coils and 
lengths (HRSCL) 

• Ultra this hot rolled sheet 
(UTHRS) 

• Cold rolled sheet (CRS) 
• Hot-dip galvanised sheet 

(HDGS) 

 
 Carbon Steel Long Products: 

 
• Heavy structural sections 

(HSS) 
• Light structural sections 

including window sections 
(LSS) 

• Wire rod (WR) 
• Reinforcing bar (REBAR) 

 
 
Stainless Steel Flat Products: 

 
• Plate 
• Hot rolled sheet and coil (HRSC) 
• Cold rolled sheet and coil (CRSC) 
 
 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
 
Carbon Steel Flat Products 
 

HRSCL (kt) 1151 1069 1256 1362 1453 1506 1226 1226 1226 1226 1226 

UTHRS (kt) 
 

134 138 150 165 179 187 187 187 187 187 187 

CRS (kt) 
 

92 259 279 300 322 347 347 347 347 347 347 

HDGS (kt) 394 485 530 585 630 660 660 660 660 660 660 
 
Carbon Steel Long Products 
 

HSS (kt) 189 197 205 213 222 230 230 230 230 230 230 

LSS (kt) 
 

352 372 399 434 466 483 489 491 495 497 498 

WR (kt) 
 

628 664 670 727 774 810 803 804 805 805 805 

REBAR (kt) 370 389 424 454 511 547 557 557 557 557 557 
 
Stainless Steel Flat Products 
 

HRSC (kt) 17 19 39 69 69 119 (no projections available) 

CRSC (kt) 
 

109 125 185 235 285 285 (no projections available) 

 
Source: Mittal Steel SA, Highveld Steel, Cape Gate, CISCO, Columbus Stainless, SUDEO IBC 

Table 76: Carbon and Stainless Steel projected domestic availability (2006-2016) 
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Source: Mittal Steel SA, Highveld Steel, SUDEO IBC 

Figure 30: Carbon Steel Flat Products domestic availability projection (2006-2011) 
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Source: Mittal Steel SA, SUDEO IBC 

Figure 31: Carbon Steel Flat Products domestic availability projection (2006-2016) 

 
From the above we note that the projected domestic availability of significant carbon steel flat 
product inputs to the building and construction industry such as hot dipped galvanised sheet 
steel (approximately 60% of total sales to construction) is expected to increase from 394kt in 
2006 to 660kt in 2011. 
 
From the figure below, projected domestic availability of carbon steel long products such as 
light structural sections (approximately 65% of total sales to construction) and heavy 
structural sections, wire rod (approximately 45-50% of total sales to construction) and 
reinforcing bar (approximately 80% of total sales to construction) are all expected to increase: 
from 352kt in 2006 to 483kt 2011 (light structural sections); from 188kt in 2006 to 230kt in 
2011 (heavy structural sections); from 628kt in 2006 to 810kt in 2011 (wire rod) and from 
370kt in 2006 to 547kt in 2011 (reinforcing bar). 
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Source: Mittal Steel SA, Highveld Steel, Cape Gate, CISCO, SUDEO IBC 

Figure 32: Carbon Steel Long Products domestic availability projection (2006-2016) 
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Source: Columbus Stainless117, SUDEO IBC 

Figure 33: Stainless Steel Flat Products domestic availability projection (2006-2011) 

 
Stainless steel projected domestic availability is also expected to increase from 17kt in 2006 
to 119kt118 in 2011 for hot rolled sheet and coil and from 109kt in 2006 to 285kt119 in 2011 for 
cold rolled sheet and coil.  
                                                 
117 Assumptions – Stainless Steel Domestic Availability projections are based on the assumption that 
exports remain constant at 2006 levels up-to the projected 2011 and do not increase with production 
capacity improvements thereby suggesting an increase in the potential domestic availability of Plate, 
Hot Rolled Sheet and Coil & Cold Rolled Sheet and Coil (as indicated).  This, however, serves only as 
an indication of domestic availability.  It would, however, be reasonable to expect that all product not 
sold in the domestic market, based on 2006 domestic availability levels, will be exported given that the 
SA market will not be able to absorb the increased domestic availability over the indicated timeframe. 
118 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
119 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
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5.1.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Capacity challenges 
 
The carbon steel industry have indicated that they are currently unable to supply the full 
demand of specific products (such as popular structural sections) to the domestic market due 
to production capacity limitations, which are thus leading to increased imports of certain 
products in the short to medium term.   
 
As an intervention over the medium term it is expected that the local production output of 
popular structural sections will increase, while ensuring that the lower yield heavy structural 
sections are still manufactured locally.  The industry is also investigating production 
expansion plans, planning capital expenditure and inter-company supply opportunities. 
 
Input constraint – scrap metal 
 
Some carbon steel producers have identified raw material supply and cost, especially scrap 
metal pricing and availability to present future production challenges and will influence 
potential growth.  This is due to the limited availability (and shortfall) of inland scrap and the 
exports of scrap for more favourable international prices.  International scrap metal pricing 
and the exchange rate also influences and determine scrap metal selling prices in the 
domestic market.   
 
In an effort to address this challenge, these companies are attempting to secure dependable 
long term scrap supply (even through alternative sources of iron content through Direct 
Reduced Iron (DRI), sponge iron and Hot Bricketted Iron (HBI).  Over the medium term, 
investment in DRI processing facilities is also envisaged. 
 
Input constraint - nickel 
 
Nickel, which is an essential part of stainless steel, is traded on the London Metals Exchange 
(LME) and investment funds have increased the price of the commodity based on perceived 
shortages from US$10,000/t in 2003 to US$15,000/t in 2004/5 and currently it is at a level 
higher that US$40,000/t.  The effect of this is not a shortage of stainless, but rather an 
exorbitant price increase of basic products like 304 stainless steel, which has more than 
doubled.  
 
The challenge for industry will now be to supply alternative stainless steel grades (such as 
ferritic grades) that are less costly.  
 
Predator Pricing 
 
The steel industry has also expressed concerns relating to predator pricing from super sized 
competitors that pose a continued serious threat. 
 
To offset this threat by competitors, companies are attempting to secure and maintain loyal 
customer bases.  
 
 
5.1.4 Impact of Imports  
 
Carbon Steel 
 
To offset current capacity challenges relating to specific carbon steel products, industry 
expects imports to continue in the medium term until local producers have been able to 
increase capacity.    
 
Imports on the whole, however, adversely affect South Africa’s trade balance and remain a 
real challenge due to volatile international markets and certain international mills being 
government subsidised.  Currently the impact of imports is partially mitigated due to high 
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international prices and the slightly softer local currency (this situation is fickle and could 
change rapidly), however, the increase in imported steel grew 79% y-o-y between 2005 and 
2006 with the greatest influx originating from China and India.  Chinese and Indian sourced 
“cheap” imports currently pose a huge challenge and remain a serious concern, especially 
since these problematic imports are primarily in final goods that reach South Africa cheaper 
than un-worked steel prices at times.  This impacts on employment and the sustainability of 
local product beneficiation, and will only continue to increase should no reasonable domestic 
action be initiated and implemented. 
 
Stainless Steel 
 
Stainless steel flat product imports have grown over the past few years, initially originating 
from Europe but in 2006 significant increases were seen from China and South East Asia 
(SEA).  This may well contract slightly now with the weaker Rand and the producer’s price 
policy to maintain prices below import parity levels.  Stainless steel long products do not seem 
to present import concerns relating to South Africa’s requirements, and should circumstances 
dictate, the local stainless steel producer will be able to facilitate supply through by imports 
from its affiliates in Spain and the USA. 
 
Concerns, however, arise over the imports of manufactured articles and partially completed 
projects.  These seem to be flowing in at subsidised prices from China, Indian and other SEA 
countries and include items such as tubes and pipes etc. 
 
 
5.1.5 Investment in Capacity Expansion 
 
Carbon Steel 
 
Capacity expansion is extremely capital intensive, and the challenge is therefore to correctly 
identify domestic industries that are sustainable and show the greatest levels of demand and 
growth potential.  Based on these factors, industry have indicated a willingness to develop 
appropriate supporting plants which could either be expansions of existing facilities or green-
field developments to supply the required materials, on the basis that these expansions and 
new facilities are economically viable and mutually beneficial. 
 
Industry has also indicated that there are ongoing production process investigations and 
evaluations to improve production output through process and systems upgrades. Two of the 
most significant capital expenditure programmes are those being undertaken by Mittal Steel 
SA  and Highveld Steel  to increase production capacity. 
 
Mittal Steel SA 
(R8.9billion announced in Nov 2005 and expected to be completed by Dec 2008) 
Source: Engineering News, 26 Jan 2007, http://www.engineeringnews.co.za/article.php?a_id=82164 
 
Mittal Steel SA has embarked on a capex programme, which involves a variety of asset-replacement 
projects, as well as the expansion of existing facilities in addition to the R1 billion already being spent on 
environmental projects.  Nearly R2 billion of the company’s nearly R9 billion project suite will be directed 
towards value-added-type projects, with the balance to increase its production by 2,5 million t/y to 9.5 
million t/y in 2009.  Of capital expenditure much of the money will be spent at Vanderbijlpark Steel, 
which will receive R5,5 billion, Newcastle Steel which will receive R1,7 billion, Saldahna R877 million, 
Vereeniging Steel R678 million and Pretoria R81 million. 
 
The increased throughput will be achieved firstly by increasing production by 1,5 million t/y comprising 
the following projects (between 2006 and 2008): 
• First project: two new DRI kilns at Vanderbijlpark, which will increase output by 325,000 t/y  
• Second project: various efficiency improvements to add 660,000 t/y 
• Third project: blast furnace D reline and a sinter strand capacity expansion at Vanderbijlpark to 

cumulatively add 445,000 t/y 
Following the 1,5 million tons expansion, Mittal Steel plans to increase its steel output by another 1 
million t/y through four projects (between 2008 and 2012): 
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• First project: expanded sinter capacity at Vanderbijlpark 
• Second project: additional DRI kilns at Vanderbijlpark to add 505,000 t/y 
• Third project: blast furnace C reline at Vanderbijlpark to add 355,000 t/y 
• Fourth project: smaller capital projects at Saldanha and Vereeniging to add 105,000 t/y 
 
 
Highveld Steel 
(R1.6 billion announced in Mar 2005 and expected to be completed in Apr 2010) 
Source: Nedbank Capital Expenditure Project Listing, 6 Feb 2007 
 
The Highveld Steel and Vanadium upgrading programme will entail the: improvement of plant 
performance and cost reduction at its Witbank steel manufacturing complex; improvement of pollution 
control as well as quality improvements of the stainless steel by 17% 
 
Stainless Steel 
 
Currently there is no need for investment in new upstream flat product stainless steel 
production, however, there are indications from Columbus that cold rolled expansion is 
expected to be undertaken soon.  A new investment in the form of MAN Ferrostaal’s stainless 
steel precision strip mill is expected to be commissioned by Mar 2009. 
 
MAN Ferrostaal 
(R1.1 billion announced in Sept 2005 and expected to be completed by Mar 2009) 
Source: Nedbank Capital Expenditure Project Listing, 6 Feb 2007 
 
The project forms part of MAN Ferrostaal’s defence offset obligation and consists of the construction of 
a stainless steel precision strip mill, which will produce 9000 t/y of 400mm wide stainless steel coil in the 
first phase and 27,000 t/y in the second phase. 

 
 
5.1.6 Summary and Conclusion  
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Steel PPI120 increases 
between 2004 and 2006 were: Un-worked Structural Steel (21%), Structural Steel Products 
(10%), Reinforcing Steel (7%), Mild Steel Plate (15%), Uncoated Sheet (23%), Galvanised 
Sheet (15%), Mild Steel Angles (2%) and Flat Rolled Stainless Steel Products (58%).  
 
From the brief steel industry analysis, and according to the industry participants to the study, 
it is clear that the consumption and hence the demand for carbon and alloy steel is currently 
very bullish and on an exponentially increasing trend, which saw a 29% increase in apparent 
demand from 2005 to 2006.  This trend, based on the sales of primary carbon steel products 
is significantly driven by strong demand from the building and construction sector.   
 
The level of growth from 2005 to 2006 is, however, unsustainable and expectations from 
industry are that the demand for steel is likely to expand at a growth rate closer to 10% in 
2007.  This scenario is also linked to limitations in other infrastructure inputs to develop large-
scale projects and the infrastructure delivery capacity within the country.  A shift to the high-
road scenario promoting sustained growth over the next 10-15 years is thus possible, if the 
correct enabling environment sustained by an even spread (as opposed to sporadic demand) 
of project development and implementation demand continues.   
 
Arising from the increased demand, there has also been an increasing trend in imports and a 
reduction in the levels of exports in an effort to supply the current and rising levels of domestic 
consumption.  Producers have also announced plans to increase capacity of certain 
construction related products.   
 

                                                 
120 Statistics South Africa, www.statssa.gov.za 
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Projected domestic availability of significant carbon steel flat product inputs to the building 
and construction industry such as hot dipped galvanised sheet steel (approximately 60% of 
total sales to construction) is expected to increase from 394kt in 2006 to 660kt in 2011. 
Projected domestic availability of carbon steel long products such as light structural sections 
(approximately 65% of total sales to construction) and heavy structural sections, wire rod 
(approximately 45-50% of total sales to construction) and reinforcing bar (approximately 80% 
of total sales to construction) are all expected to increase: from 352kt in 2006 to 483kt 2011 
(light structural sections); from 188kt in 2006 to 230kt in 2011 (heavy structural sections); 
from 628kt in 2006 to 810kt in 2011 (wire rod) and from 370kt in 2006 to 547kt in 2011 
(reinforcing bar). 
 
Stainless steel projected domestic availability is also expected to increase from 17kt in 2006 
to 119kt121 in 2011 for hot rolled sheet and coil and from 109kt in 2006 to 285kt122 in 2011 for 
cold rolled sheet and coil.  
 
Traditionally the South African market is oversupplied with up-to 50% of production being 
exported, but given the current demand pipeline for several large-scale infrastructure projects, 
it could be expected that supply shortages (as and when they occur) are likely to be very 
product specific.   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
121 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
122 This figure represents gross domestic availability, but whatever cannot be sold in the domestic 
market will be exported. 
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5.2 Aluminium 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Aluminium Federation of South Africa (AFSA) and the Aluminium Extruders 
Association (AEA).  The overall PPI increase between 12/2004 and 12/2006 was 14%.  
Aluminium PPI123 increases between 2004 and 2006 were: Profiled Aluminium Roofing (43%), 
Extruded Aluminium Section (35%), and Profiled Aluminium Roofing at distributor level (33%).  
 
5.2.1 Overview of the Aluminium Industry 
  
The South African aluminium industry comprises primary aluminium and redraw rod 
production (by BHP Billiton), rolled products (by Hulamin) and a range of extruded products 
produced from upstream billets by Hulamin, Wispeco, AGI and Lafarge.  According to the 
Aluminium Extruders Association 124, the 2006 total South African market share for extruders 
was: Hulamin (between 30 and 40%), Wispeco (between 30 and 40%), AGI (between 10 and 
20%) and Lafarge (between 10 and 20%) with imports accounting for between 10 and 15%. 
 
The industry also produces secondary cast products, however these are primarily for the 
automotive market with less than 2% of domestic availability going into the construction 
(building and infrastructure) industry, as most white metal cast for the construction industry is 
zinc. 
 
AFSA has confirmed that there is no capacity problem regarding the domestic supply of 
primary aluminium, with Southern Africa currently producing 1.5mt/y.  This current installed 
capacity, which produces primarily for the export market will further increase with the 
construction of a new aluminium smelter at the Coega industrial development zone through a 
joint venture between Alcan and the Industrial Development Corporation.  The new smelter 
will have a capacity of 660 ktpa125 and commence volume production between 2010 and 2012 
(dependent on EIA approvals and construction). 
 
Aluminium (extruded) product demand is being primarily promoted by the growing middle and 
upper income classes that are demanding durable, quality products and from the expanding 
coastal residential, commercial and industrial developments.  According the AFSA, however, 
the current levels of market demand and aluminium’s share of the metal building components 
market is still below first world levels (and other third world countries). 
 
 
5.2.2 Projected Domestic Availability 
  
The projected domestic availability of aluminium has been based on domestic production, 
including imports and excluding exports, with a focus on: flat products, primary redrawn rod 
and extruded products (refer to the table below). 
 
The infrastructure market in 2006 made up 60%126 of the overall South African aluminium 
extrusions market, and this market share is projected to prevail over the next decade, based 
on experience in other expanding and developing markets. 
 
Historically, the annual average growth rate of consumption of aluminium extrusions by the 
domestic construction market has been 10.8% (based on local extruders production volumes 
of 32.8kt in 2003 to 40.3kt in 2005) for the period 2003 to 2005 and this growth rate (for the 
construction market) is expected to be 8% from 2007 to 2010 and 6% from 2011 to 2016.   

                                                 
123 Statistics South Africa, www.statssa.gov.za 
124 The Aluminium Extruders Association only presented a market share range indicating that actual 
market share data was confidential 
125 Nedbank., 2007: Capital Expenditure Project Listing, 6 Feb 2007, p 22 
126 According to the Aluminium Extruders Association  
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 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Primary Flat1 (kt)  60 60 60 60 80 80 80 80 80 80 80 

Redrawn Rod2 (kt)  
 

35 35 35 35 35 35 35 35 35 35 35 

Extrusions3 (kt) 50.7 55.5 60.1 65.5 71.8 76.2 80.7 85.6 90.7 96.1 101.9 
 
Assumptions 

 
1. Projections have been based on 10% of flat rolled product produced being used for the fixed environment 

(buildings and infrastructure), thus using a production of 180kt, imports of 10kt and exports of 130kt for the 
period 2006 to 2009. For the period 2010 onwards, this domestic availability capacity is expected to increase 
due to the Alcan production facility. 

 
2. Projections have been based on domestic production (for the infrastructure market) increasing from 12kt in 

2006 to 20kt in 2011, before stablising at 25kt between 2012 and 2014.  Production is then expected to 
decline to 12kt from 2015 onwards.  (No data was presented by AFSA relating to the imports and exports of 
redrawn rod.)  This trend has been projected and is based on the need for overhead transmission lines for 
the associated power stations and Eskom’s plans to increase transmission capacity. 

 
3. These domestic availability projections have been based on an annual average growth rate of 8% between 

2007 and 2010 and an annual average growth rate of 6% between 2010 and 2016 
 

 
Source: AFSA, AEA 

Table 77: Estimated Aluminium projected domestic availability (2006-2016) 

 
Installed aluminium extrusion press capacity, as at March 2007, was 81kt from 15 extrusion 
presses. This capacity is based on the median productivity levels achieved on presses in 
Western Europe, and at a total capacity utilisation of 85%.  Additional presses will need to be 
installed at a cost of approximately R 30m, which will be funded from internal cash resources 
of the local aluminium extruders, per press line from 2012 to ensure domestic availability of 
extruded aluminium products to the local market (see table below).  These incremental 
expansion projects typically have a lead-time of 12 months per project. 
         

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Domestic Prod.1 (kt) 46.7 50.7 54.8 59.2 63.9 67.8 71.8 76.2 80.7 85.6 90.7 

Add: Imports2 (kt) 6.1 6.3 6.8 7.3 7.9 8.4 8.9 9.4 10.0 10.6 11.2 

Less: Exports3 (kt) 2.1 1.5 1.5 1.0 - - - - - - - 

Domestic Market (kt) 50.7 55.5 60.1 65.5 71.8 76.2 80.7 85.6 90.7 96.1 101.9 

Current Extrusion Press 
Capacity  (kt)  81 81 81 81 81 81 81 81 81 81 81 

Additional 7” press (kt)        6 6 6 6 6 
Additional 8” press (kt)        7 7 7 7 
Additional 7” press (kt)          6 6 
Total Extrusion 
Capacity127 (kt) 81 81 81 81 81 81 87 94 94 100 100 
 
Assumptions 

1. The market is expected to grow at 8% annually between 2007 and 2010 and at 6% annually between 2011 and 2016 
2. Imports are expected to grow at 11% annually over the forecast period  
3. Exports are to be discontinued from 2010, to increase domestic availability 
4. Construction market share of extruded products expected to remain stable at 60% over the forecast period 

 
Source: AEA 

Table 78: Projected Aluminium Extrusion capacity availability and expansion (2006-2016) 

                                                 
127 Assumes reserve factor for increased domestic market demand and/or substitution of imports by 
domestic production, thus investment from 2012, if not investment is only required from 2014. 
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Figure 34: Aluminium Extrusion projected domestic availability (2006-2016) 

 
Domestic aluminum extrusion capacity of 81kt128 will reach its current production limit during 
2012, at the projected rate of demand escalation (80.7kt in 2012), therefore additional 
capacity will be required.  Industry have indicated that capacity will be increased 
incrementally, based on levels of sustained aluminium extrusion demand and will start with an 
additional 7” (assumed) extrusion press in 2012 capable of producing 6ktpa, followed by an 
additional 8” (assumed) extrusion press in 2013 capable of producing 7ktpa and thereafter by 
an additional 7” (assumed) extrusion press in 2015 capable of producing 6ktpa, which will 
bring the total installed extrusion press capacity to 100kt in 2015. 
 
 
5.2.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Aluminium Price 
 
The aluminium price is controlled by international markets (London Metals Exchange) and 
local extruders and rolling mills are required to purchase aluminium inputs at these market 
prices.  Compounded with currency fluctuations, the overall price of aluminium inputs have 
risen sharply due to increased global demand for base metal commodities.  This is evident in 
the price increase, between 2004 and 2006, of profiled aluminum roofing (43%) and extruded 
aluminium section (35%).  
 
Casting capacity 
 
The primary aluminum cast house, where the aluminum is alloyed and converted into shapes 
suited to semi fabrication (rectangular and circular) billets for the rolling and extrusion 
processes respectively, may have limitations.  While there is no current plans to increase 
capacity, the present capacity is adequate to service the domestic demand for a period. 
 
Extrusion billet supply will need to maintain the pace of extrusion production, based on 
projected demand, and options for increasing billet supply could include: 

• Importing billets 
• Increasing local scrap remelt casting capability at Hulamin and Wispeco who current 

operate recycling remelts 
• Utilising the Alcan smelter and producing billets at a cast house located in Coega 

                                                 
128 Assumes reserve factor for increased domestic market demand and/or substitution of imports by 
domestic production, thus investment from 2012, if not investment is only required from 2014. 
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5.2.4 Impact of Imports 
 
Extrusion imports made up between 10 and 15% (in 2006) of the local market supply and 
industry have expressed concern over the growing levels of imports of extruded aluminum 
products, primarily from China, Malaysia and Brazil on the basis of attractive pricing.  These 
countries are currently the subjects of an anti-dumping action being brought to the DTI by the 
Aluminium Extruders Association. 
 
Industry is of the opinion that local suppliers are in a position to supply the full requirement of 
domestic market demands, based on installed and projected future production capacity and in 
the event of exceptional market growth, that supply could be supplemented by imported 
extrusions of an acceptable quality and standard. 
 
 
5.2.5 Investment in Capacity Expansion 
 
Currently, there is no need for additional aluminium flat rolled product expansion, as 
approximately 70% of current production is exported.  Hulamin are also engaged with a 
R950m expansion to further increase production capacity by approximately 25%.  Incremental 
capacity expansion is expected for aluminium extrusions, which is required to maintain the 
upward trend in demand.   
 
Extrusion press capacity will thus increase incrementally, based on levels of sustained 
aluminium extrusion demand and will start with an additional 7” (assumed) extrusion press in 
2012 capable of producing 6ktpa, followed by an additional 8” (assumed) extrusion press in 
2013 capable of producing 7ktpa and thereafter by an additional 7” (assumed) extrusion press 
in 2015 capable of producing 6ktpa, which will bring the total installed extrusion press 
capacity to 100kt in 2015. 
 
Investment per press will be approximately R 30m with all investment in additional capacity 
being financed through retained earnings by the extruders.  The additional capacity expansion 
is expected to result in job creation opportunities, as the process is equally capital and labour 
intensive. 
 
With the expanding demand for aluminium products, industry have suggested that jobs could 
be created downstream where aluminium products such as doors, windows, shower cubicles, 
partitioning systems, shop-fronts, facades and cladding systems, curtain walls and structural 
members etc. could be manufactured and installed by additional small and medium sized 
companies, given the low technological and financial barriers to entry.   
 
 
5.2.6 Summary and Conclusion 
 
The South African aluminium industry comprises primary aluminium production of redraw rod 
(by BHP Billiton), rolled products (by Hulamin) and a range of extruded products produced by 
Hulamin, Wispeco, AGI and Lafarge.  
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Aluminium PPI129 
increases between 2004 and 2006 were: Profiled Aluminium Roofing (43%), Extruded 
Aluminium Section (35%), and Profiled Aluminium Roofing at distributor level (33%).  The 
industry has confirmed that there is currently no capacity problem regarding the domestic 
supply of primary aluminium with Southern Africa producing 1.5mt/y.   
 

                                                 
129 Statistics South Africa, www.statssa.gov.za 
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Domestic aluminum extrusion capacity of 81kt will, however, reach its current production limit 
during 2012130, at the projected rate of domestic demand escalation (expected to reach 80.7kt 
in 2012), and additional capacity will be required.  Industry has indicated that extrusion 
capacity will be increase incrementally from the current 81ktpa to 100ktpa in 2015. 
 
Current input challenges include the aluminium price and casting capacity of extruded billets 
to ensure inputs into the aluminium extrusion process.  Imports of extruded products, from 
China, Malaysia and Brazil are also of concern to the industry, and these countries are 
currently the subjects of anti-dumping action being brought to the DTI by the AEA. 
 
It would appear that the aluminium industry are able to plan production capacity for 
anticipated domestic consumption, which will thus not lead to product (especially extrusion) 
shortages. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
130 Assumes reserve factor for increased domestic market demand and/or substitution of imports by 
domestic production, thus investment from 2012, if not investment is only required from 2014 
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5.3 Cement 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Association of Cementitious Material Producers (ACMP) and considers two distinct 
periods: The first period spanning 2007 to 2011 where plans to increase capacity are 
generally firm, the second spanning 2012 to 2016 where plans are under consideration and 
dependent on future market trends and growth scenarios.  The overall PPI increase between 
12/2004 and 12/2006 was 14%.  Cement PPI131 increases between 2004 and 2006 were: 
Retail Cement (18%), and Ordinary and Extended Cement (16%).  
 
 
5.3.1 Overview of the Cement Industry 
 
Cement Demand 
 
The healthy state of the economy at the present time was not foreseen by the cement 
industry.  Over a 30-year period spanning 1971 to 2001, demand for cement grew on average 
at around 2% per annum.  In the period 1995 to 2001, growth was negligible and in 2002 and 
2003 demand increased at 6% per annum, rising to 15% in 2004, 9% in 2005 and just over 
10% in 2006.   
 
In effect, the cumulative growth over this five-year period has been in excess of 50%.  
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Figure 35: Monthly Cementitious Product Sales (Jan 2000-Feb 2007) 

 
To put this growth into perspective, the ‘regional’ demand, which incorporates South Africa, 
Botswana, Lesotho, Namibia and Swaziland has grown to over 14mt/y, which is more than 
1.5mt higher than the total cement demand of the United Kingdom in 2005.  In 2006, regional 
cement demand reached 14.2mt of which South Africa accounted for 13.2mt.   
 
South African cement demand is expected to remain strong through to 2010 and probably to 
2016. Whilst there may be minor downturns along the way, the planned infrastructure 
investments by both the public and private sectors should provide sustained growth in cement 
demand albeit not at the levels experienced over the last four years.  
 

                                                 
131 Statistics South Africa, www.statssa.gov.za 

2000 2001 2002 2003 2004 2005 2006
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Future increased cement consumption in South Africa is expected to be driven by 
Government’s infrastructure spend. A sound macro-economic environment will also 
encourage investment in the commercial and residential building sectors, which is likely to 
further stimulate demand. 
 
Botswana, Namibia, Swaziland and Lesotho, which do not possess any cement 
manufacturing capability (other than a small blending facility in Gaborone) consumed 1.0mt, 
the bulk, which was supplied by the South African producers. 
 
Exports at this stage are negligible, mainly attributable to the strong Rand, high domestic 
demand and logistics associated with moving a product of this nature. This will continue to be 
the case for the foreseeable future. 
 
Around 65% of product sold is in bags, which is high by developed countries standards. Over 
50% of product is distributed via the retail trade.  
 
The reliance on road transport is evident with nearly 99% of outbound deliveries conducted by 
road.  Logistics costs are high partly due to long average delivery distances as most of the 
clinker-producing facilities are located on limestone reserves that are situated far from the 
major markets. 
 
Cement Capacity 
 
It can take up to five years from start of feasibility studies to final commissioning of a new 
cement plant.  In this regard, expansion plans have been announced during the past few 
years, and a number of producers are far advanced in terms of installing new capacity.  
 
Current installed cement capacity of the four major cement producers NPC, PPC, Holcim and 
Lafarge including independent 3rd party blenders who utilize fly-ash from the power stations 
and slag from the steel industry to extend cement product purchased from the cement 
producers, was around 14.8mt in 2006.   
 
A scenario of a continued 5% annual growth rate from current market levels implies that 
nearly 0.7mt of new national capacity will be required per annum.  An estimated 6.6mt of new 
capacity (based on existing projects currently underway and those planned to start in the near 
future) is planned by the cement producers over the next five years, made up mostly of 
brown-fields expansions at existing facilities. More than R7 billion will be invested in this new 
capacity.  
 
Capacity increases, which will come on stream during the period 2007 to 2011 are expected to 
largely enable South African producers to meet anticipated demand.  As is the case presently, 
any future shortfall will be made up by importing cement mainly from China, India, Malaysia, 
Brazil and Indonesia.  Spare capacity in Zimbabwe could also be utilised to help alleviate 
shortages in South Africa providing the continuity of supply could be guaranteed.  
 
 
5.3.2 Projected Domestic Availability 
 
Each cement producer uses a range of methods and variables to analyse the market and 
accordingly have different viewpoints on future demand.  Furthermore, all producers do not 
have manufacturing facilities in each province.  Consequently, market indicators used to 
arrive at projections going into the future clearly have to be assumed and therefore differs 
from producer to producer.  
 
Projected domestic availability only considers installed production capacity as the levels of 
imports will be dependant on shortfalls in supply associated with increases in apparent 
demand.  The capacity expansion plans (see table below) will contribute to increasing current 
installed cement production capacity, which is 14.8mt/y. 
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Year Company Capacity Increase Project Stage 

2007 NPC 0.6mt/y Under construction 
2008 PPC 

Holcim 
1.25mt/y 
0.45mt/y 

Under construction 
Under construction 

2009 PPC 
Lafarge 

0.30mt/y 
1.0mt/y 

Equipment orders placed 
Equipment orders placed 

2010 PPC 
Holcim 

1.25mt/y 
1.2mt/y 

EIA 
EIA 

2011 NPC 0.6mt/y Under consideration 
 

Source: ACMP 

Table 79: Projected cement production capacity increase (2007-2011) 

 
A total of 6.65mt/y of new capacity is planned over the next five years bringing the total 
installed capacity by 2011 to more than 21mt/y.  Assuming the market continues to exhibit 
strong growth over the period, by 2016 the installed cement manufacturing capacity could be 
approaching 25mt/y (dependent on kiln retirements, which have not been taken into account 
in this analysis. 
 
 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
Total 
Domestic 
Availability132 
(mt) 

 
14,8 

 
15,4 

 
17,1 

 
18,4 

 
20,8 

 
21,4 

 
(Possibly 4mt additional between 

2012 and 2016) 

 
Source: ACMP 

Table 80: Cement projected domestic availability (2006-2016) 
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Figure 36: Cement projected domestic availability (2006-2016) 

 
 
 

                                                 
132 Assuming no kiln retirement 
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5.3.3 Supply Challenges, Sensitivities, Dependencies  
 
Short and Medium Term 
 

• Availability of key skills (poses the biggest challenge)  
• Poor service delivery by Spoornet (inbound and outbound) 
• Eskom’s inability to satisfy consistent power demand 
• Productions cost increases above PPI (resulting from coal, oil, electricity etc.) 
• EIA approval backlog (an ongoing process) 

 
Long Term 
 

• Spoornet service delivery (inbound and outbound) 
• Sustainability of growth and demand post 2010 World Cup 
• Financing of new capacity projects 
• Confidence of international investors 
• Growing cost pressures 

 
 
5.3.4 Impact of Imports  
 
Magnitude and Duration 
 
Importation of cement is an intricate operation, involving long lead times and supply lines, and 
the process of contracting sea-freight capacity, loading, unloading, storing and delivering to 
customers is complex. Furthermore, imports are very sensitive to the SAR/US$ exchange 
rate.  
 
Imports are currently primarily into the coastal regions.  The magnitude depends, and will 
continue to depend, on the individual producers’ supply situation, which differs from region to 
region.  The Western Cape for instance may have surplus clinker, which can be moved to 
Gauteng and converted to cement to supplement shortages.  All the producers are actively 
importing at present.  Around 0.70mt of cement and clinker (which was milled using existing 
milling capacity) was imported in 2006 and this figure is likely to increase during 2007 to a 
projected 1.2mt to 1.5mt, following which imports are likely to be phased out as new capacity 
comes on stream from the last quarter of 2007. This will, however, be dependent on the 
growth over the period where imports may be required periodically to supplement demand. 
 
Challenges 
 
Spoornet has the highest magnitude of impact concerning the ability of the cement industry to 
move product from the coast to the inland regions.  Meeting customers’ demands at times 
when inventories are low and capacity is stretched has become increasingly complex 
notwithstanding the need to move large quantities of imports in addition to this.  The logistical 
complexity of transporting cement, coal, raw materials and clinker is increasing significantly 
and will be exacerbated by the need to move imports around the country.  The industry have 
indicated that currently around 99% of all outbound cement deliveries countrywide are by 
road, partly as a result of insufficient rail infrastructure (i.e. locomotives and rolling stock), 
which represents an unsatisfactory situation in the medium to long term. 
 
The capacity of existing port facilities to handle large volumes of cement imports may also 
prove to be a constraint, should demand outstrip future planned capacity expansions.   Finally 
the volatility of the Rand could also impact on the extent to which imports remain feasible and 
thus the level of imports. 
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5.3.5 Investment in Capacity Expansion 
 
Investment Potential and Magnitude 
 
Additional investment during the period 2012 to 2016 will depend on sustainable and 
profitable market growth.  The potential for further plant investment from 2012 to 2016 is, 
however, high and an additional 4-5mt of additional capacity could be installed if required, 
over and above capacity expansions already announced.  Whilst new capacity is increased, 
old capacity may be mothballed or retired, again depending on prevailing market conditions 
and the strategy of individual producers.  This will impact on the total domestic availability. 
 
Investment Challenges 
 

• Lead times for further expansion projects, typically, can be four to five years 
(depending on EIA requirements, and the nature of the expansion with respect to 
brown or green-field projects)  

• High investment costs (typically in excess of R2,5 billion for a 1mt/y green fields plant 
in current terms) 

• Shortage of skills and supporting infrastructure 
 
Investment Risks 
 

• Exchange rate volatility (which could adversely impact on imported equipment costs) 
• Softening of the market leading to overcapacity 
• International dumping practices 
• Export incentives to oversees suppliers/importers 
• New entrants into the market who install capacity 
• Spoornet delivery challenges 
• Change in government policies 

 
The biggest concern in a capital-intensive business such as the cement industry would be 
that the market suffers a protracted downturn, leaving the industry with significant 
overcapacity.  The ability of exports to utilize overcapacity is limited. 
 
 
5.3.6 Summary and Conclusion  
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Cement PPI133 increases 
between 2004 and 2006 were: Retail Cement (18%), and Ordinary and Extended Cement 
(16%).  The current 50% cumulative growth in cement demand over the past five years was 
not projected by the cement industry, given the average annual historical growth rates of 2% 
between 1971 and 2001.  South African cement demand is expected to remain strong through 
to 2010 and probably up to 2016.  Exports of cement are currently negligible, mainly 
attributable to the strong Rand and high domestic demand. 
 
Current installed cement capacity of the four major cement producers NPC, PPC, Holcim and 
Lafarge including independent 3rd party blenders was approximately 14.8mt in 2006 and 
significant new capacity is currently either under construction or at various stages of 
implementation to increase domestic availability of cement from 14,8mt/y in 2006 to 21,4mt/y 
in 2011 and to thereafter potentially increase this capacity further to 25,4mt/y by 2016.  
 
Industry has indicated that additional investment during the period 2012 to 2016 will depend 
on sustainable and profitable market growth, since investment in new/expansion projects 
have long lead times and are costly (typically in excess of R2.5 billion per 1mt/y green fields 
plant).   

                                                 
133 Statistics South Africa, www.statssa.gov.za 
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The cement industry’s biggest concern surrounding additional investment is the risk of 
overcapacity should the market suffer a protracted downturn, given that the ability of exports 
to utilize overcapacity is limited, therefore market demand and industry installed capacity at 
any given stage will determine whether investment into new production facilities is justified.   
 
Industry has identified several key challenges that need to be addressed, particularly in the 
areas of skills availability and rail logistics, which are considered both short and medium term 
challenges.  Expectations are that cement will continue to be imported to meet any shortfalls 
that may arise currently and in the future, but will be dependent on the exchange rate and 
destined primarily to coastal regions, given the logistics challenges or transporting cement. 
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5.4 Concrete Products 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Concrete Manufacturers Association (CMA).  The overall PPI increase between 
12/2004 and 12/2006 was 14%.  Cement and concrete product PPI134 increases between 
2004 and 2006 were: Cement Building Blocks (24%), Fibre Cement Roof Sheets (13%), 
Concrete Pipes (13%), and Concrete Roof Tiles (1%).  
 
 
5.4.1 Overview of the Concrete Manufacturing Industry 
 
The concrete manufacturing industry focuses on the production of paving, retaining blocks, 
masonry, infrastructural products, roof tiles and flooring.  The significant companies are 
Infraset (paving, retaining blocks and infrastructure products), Concor Technicrete (paving, 
masonry, retaining blocks and roof tiles), Lafarge Roofing (roof tiles), Marley Roofing (roof 
tiles), Rocla (infrastructural products) and the Echo Group (flooring).  It is estimated that 50% 
of the market in each sub-sector is concentrated in Gauteng, with the Western Cape and 
Kwa-Zulu Natal being the next biggest regions.  Increasing competition and market dynamics 
are stimulating the industry to evaluate new market expansion opportunities.   
 
The major trend to increase market share is to find new products and innovations from 
international markets such as Europe, USA, and Australia, with a recent example being 
permeable paving.  Most product sectors are also developing products and systems for new 
township developments such as the CMA Roofing System and the CMA Foundation System 
both of which have an Agrément Certificate.  There are currently tremendous opportunities 
with a booming construction industry and specifically surrounding 2010, Gautrain and the 
significant housing developments, however a major challenge is a potential shortage 
(limitation) of raw materials, especially cement and possibly aggregates. 

  
 
5.4.2 Projected Domestic Availability 
 
The domestic availability of concrete manufactured products have been based on a 
reasonable estimate of total market demand, given that there are no imports and exports of 
concrete products due to their weight and high transport costs, and current inventory levels 
are negligible due to the prevalent demand conditions.  
 
The estimated demand for concrete manufactured products, within the 6 CMA divisions, in 
2006 are indicated below: 

 
Concrete Product Unit Conversion 

to kg 
CMA Estimate 

of Total Market size 

Paving m² 150 16 million 
Roof Tiles No 5 205 million 
Masonry BEQ135 4 4000 million 
Floor Slabs m² 300 1.6 million 
Retaining Blocks m² 400 500 000 
Infrastructural products Tons 1000 385 000 

 
Source: CMA 

Table 81: Concrete product demand estimation (2006) 

 
CMA estimate the growth within the concrete manufactured products market to be between 8-
10% (average 9%) for 2007 and 2008 and to remain static for 2009 and 2010.   
                                                 
134 Statistics South Africa, www.statssa.gov.za 
135 Imperial Brick Equivalent 
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Thereafter industry is of the opinion that it is virtually impossible to predict the trend with any 
reasonable level of accuracy, given the several factors that could impact on the market and 
consequently the demand for concrete manufactured products. 
 
The projected domestic availability estimations below are based on the assumption from 
industry that the construction boom will at least continue until 2010 unless there is a major 
disaster in either the political or financial fields, which are considered unlikely.   
 
 

 2006 2007 2008 2009 2010 2011136 2012 2013 2014 2015 2016 

Paving 
(million – m²) 16 17.44 19.01 19.01 19.01 19.01 19.01 19.01 19.01 19.01 19.01 

Roof Tiles 
(million - No) 
 

205 233.45 243.56 243.56 243.56 243.56 243.56 243.56 243.56 243.56 243.56 

Masonary 
(billion BEQ) 
 

4 4.36 4.75 4.75 4.75 4.75 4.75 4.75 4.75 4.75 4.75 

Floor Slabs 
(million - m²) 
 

1.6 1.7 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 1.9 

Retaining 
Blocks  
(1000 - m²) 
 

 
500 

 
545 

 
594 

 
594 

 
594 

 
594 

 
594 

 
594 

 
594 

 
594 

 
594 

Infrastructure 
Products 
(1000 - t) 

 
385 

 
419 

 
457 

 
457 

 
457 

 
457 

 
457 

 
457 

 
457 

 
457 

 
457 

 
Source: CMA 

Table 82: Estimated Concrete Product projected domestic availability137 (2006-2016) 
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Figure 37: Concrete Product domestic availability projections (2006-2016) 

 
                                                 
136 The concrete manufacturing industry is of the opinion that it is virtually impossible to predict the 
trend with any reasonable level of accuracy, given the several factors that could impact on the market 
and consequently the demand for concrete manufactured products.  Accordingly the projected data are 
based on 2010 levels of installed capacity. 
137 Projected domestic availability is based on the estimated demand given that there are no imports and 
exports and negligible inventory levels 
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5.4.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
The major short-term challenge is the supply of the raw materials namely cement and 
aggregates.  Currently this is limiting the growth of the pre-cast concrete market in certain 
regions.  The concrete manufacturing industry have acknowledged the current capacity 
expansions of cement producers and accordingly envisage that the current problems 
associated with cement shortages will be rectified by the end of 2007, however, they remain 
unsure of capacity expansion regarding the supply of aggregates. 
 
 
5.4.4 Impact of Imports  
 
Due to the weight of concrete products it is uneconomical to import or export and CMA 
consequently believe there are no threats or opportunities within the concrete market. 

 
Almost all raw materials are sourced locally although currently some cement is being 
imported because of the shortfall to meet demand. 

 
The only imported material is the pigment used for colouring concrete. This is a very small 
constituent of the total materials used, with a wide range of sources globally, and the concrete 
industry does not believe it will impact or threaten the market.  
 
 
5.4.5 Investment in Capacity Expansion 
 
Currently the risk level for investment into the concrete products market is relatively low, 
provided the supply of the required raw materials are secured before entering the market, 
however, should the market go into decline for prolonged periods, an over supply situation will 
exist, which will lead to price-wars. 
 
CMA has indicated that many concrete product producers are increasing their production 
capacities at present to meet the anticipated increased demand.  In general, however, 
companies are installing sophisticated automated machinery and equipment produced either 
locally or internationally to streamline production and increase productivity.  These 
improvements are more capital than labour intensive and will therefore not present large 
opportunities for job creation potential in the manufacturing of concrete products. 
 
Opportunities for job creation exist downstream, mainly related to the installation of concrete 
products given that South Africa uses manual labour systems instead of automated systems 
in construction, therefore there exists a great need for trained bricklayers, roofing contractors, 
paving contractors and pipe/culvert installers. 
 
 
5.4.6 Summary and Conclusion 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Cement and concrete 
product PPI138 increases between 2004 and 2006 were: Cement Building Blocks (24%), Fibre 
Cement Roof Sheets (13%), Concrete Pipes (13%), and Concrete Roof Tiles (1%).  The 
concrete producers however do not foresee any difficulties regarding the domestic availability 
of concrete products from their production facilities, provided the critical input materials 
(cement and aggregate) are available and accessible.  They envisage the current shortages 
to be resolved by the end of 2007, when the increased cement capacity starts to come on 
line. 
 
Domestic availability of paving, roof tiles, masonry, floor slabs, retaining blocks and concrete 
infrastructure products are all expected to increase from by an average of 9% from 2006 to 
2008 thereafter remaining constant up-to 2010.   
                                                 
138 Statistics South Africa, www.statssa.gov.za 
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These increases are expected to be as follows: from 16 million m² in 2006 to 19 million m² in 
2008 for paving; from 205 million in 2006 to 243 million in 2008 for roof tiles; from 4 billion 
BEQ in 2006 to 4.75 billion BEQ in 2008 for masonry; from 1.6 million m² in 2006 to 1.9 million 
m² in 2008 for floor slabs; from 0.5 million m² in 2006 to 0.594 million m² in 2008 for retaining blocks 
and from 385kt in 2006 to 457kt in 2008 for concrete infrastructure products. 
 
Investment in concrete product manufacturing capacity is also increasing (according to the 
CMA) in line with the current growth in demand, however, these capacity expansions are 
more capital than labour intensive, with labour intensive job creation potential existing 
downstream in concrete product installation.  
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5.5 Ready-mix Concrete 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Southern African Ready-mix Association (SARMA).  SARMA is a voluntary, non-
profit body that is committed to making ready-mix concrete the construction material of 
choice.  In 2005 SARMA membership comprised 31 companies with 143 plants producing 
4.64 million m³ of concrete (72 % of the total South African ready-mix market estimated at 6.5 
million m³ in 2005).  In 2006, SARMA membership grew to 40 member companies with 
approximately 170 plants producing 5.7 million m³ of ready-mix concrete. 
 
 
5.5.1 Overview of the Ready-mix Concrete Industry 
  
After many years of negligible growth and limited penetration of the concrete market, the 
ready-mix industry has achieved unprecedented growth over the last 5 years, averaging 17%.  
This has seen the ready-mix channel consumption of cementitious material grow to 17% of 
total sales in 2006 after being less than 13% in 2003.  As ready-mix demand increases with 
urbanisation levels, new ready-mix plants are being commissioned.  The lead-time to set up a 
ready-mix plant is typically 6 months to one year and the capital required is approximately R1 
- 2 million.   
 
SARMA estimated that at least 5 new ready-mix companies entered the market in 2006 and 
the existing companies also introduced an additional 30 new plants during the same period.  
Ready-mix channel market penetration is highly dependant on urbanisation levels and 
therefore, varies on a provincial level from 0% to 22%.  Internationally, mature markets have 
ready-mix market penetration as high as 80% to 90% (Europe, USA).   
 
Most ready-mix in South Africa is transported via the standard 6m³ double axle rigid trucks 
and to a lesser extent in 8m³ and above carrier units.  Internationally bigger trucks are used, 
dependent on transport legislation as well as model availability in a particular country.  In 
South Africa independent cartage contractors own and operate most ready-mix trucks. 
 
 
5.5.2 Projected Domestic Availability 
  
Ready-mix channel is defined as a commercial producer of ready-mix concrete and is 
differentiated from concrete plants established by construction companies for the supply of 
concrete to a single project.   
 
The projected domestic availability of ready-mix channel has been derived from accurate 
cementitious historical sales data as compiled by the Cement and Concrete Institute 
(C&CI)139.  A conversion factor of 0.29, from cementitious to ready-mix (kg/m3), has been 
assumed by SARMA. 
 
The number of fleet trucks (6m³ carrier units) has been estimated based on an industry norm 
of 5000m³/truck/annum.  Larger trucks such as 9m³ carrier units will deliver more concrete, 
however, at present the fleet composition is estimated at 90% 6m³ trucks or less and 10% 
8m³ trucks or more.  Ownership of ready-mix trucks range from single truck operators to fleet 
operators, which have in excess of 20 trucks.  An average of 5 trucks per operator has been 
assumed, for the purpose of projecting the number of fleet operators.   
 
The annual expected domestic availability (based on supply capacity) profile for ready-mix 
supply and transportation logistics services could therefore be projected as follows: 
 
 

                                                 
139 Available from the C&CI website: www.cnci.org.za 
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 2006  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Combined fleet size 
(carrier units) 1583 1792 1954 2086 2197 2281 2389 2554 2757 2992 3189 
 
Number of transport 
operators (SARMA 
members) 

317 
 

358 
 

391 
 

417 
 

439 
 

456 
 

478 
 

511 
 

551 
 

598 
 

638 
 

 
Combined (ready-mix) 
capacity (mt) 
 

7,92 
 

8,96 
 

9,77 
 

10,43 
 

10,98 
 

11,40 
 

11,94 
 

12,77 
 

13,78 
 

14,95 
 

15,94 
 

Assumptions: 
  

GDP % annual change 
  

 
4.7 

 
4.5 

 
4.9 

 
5.3 

 
4.6 

 
4.1 

 
4.2 

 
4.1 

 
3.8 

 
4.0 

 
GCFC % annual 
change 
  

 
6.1 

 
5.7 

 
5.9 

 
6.4 

 
4.7 

 
3.8 

 
4.0 

 
4.6 

 
4.0 

 
4.3 

 
Regional Industry 
Cementitious sales 
proportions to Ready-
mix channel % 
 

16.1 
 
 

17 
 
 

18 
 
 

19 
 
 

20 
 
 

21 
 
 

22 
 
 

23 
 
 

24 
 
 

25 
 
 

26 
 
 

 
Source: SARMA 

Table 83: Estimated Ready-mix Concrete projected domestic availability (2006-2016) 
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Figure 38: Ready-mix Concrete domestic availability projections (2006-2016) 

 
From the above, it is observed that the ready-mix concrete industry expect an annual average 
growth of 6.2% between 2007 and 2011, thereafter increasing to an average annual growth 
rate of 7.6% between 2012 and 2016.   
 
This expectation is promoted by the additional availability of cement from additional cement 
production facilities coupled with an increased demand preference for ready-mix channel 
concrete. 
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5.5.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Access to raw materials  
 
Limited availability of cement, extenders (fly ash and slagment) and aggregate continue to 
present challenges thus inhibiting industry performance and growth. 
 
In the Short term the cement industry needs to import cement on a regular basis, to ensure 
uninterrupted supply, prior to their additional capacity coming on stream.  During the medium 
to long term additional cement capacity needs to be installed. 
 
New entrants 
 
The opportunistic nature of the industry has given rise to a number of new entrants that are 
focused on quick returns, while potentially sacrificing on quality, safety and environmental 
standards. 
 
In an effort to combat compromised ready-mix concrete service delivery, project engineers 
need to be vigilant when appointing a concrete supplier to their projects to ensure the sound 
application of environmental legislation and by-laws relating to local ready-mix producers. 
 
Traffic Congestion 
 
Increased traffic congestion in urban markets tends to reduce the efficiency of existing 
distribution fleets. 
 
Additional investment in urban road expansion and also considerations for 24hr construction 
site operation could assist in reducing the impact of this constraint. 
 
 
5.5.4 Investment in Capacity Expansion  
 
The ready-mix concrete industry sees a high potential for investment, given the current and 
expected future demand conditions.  The major constraint, however, relates to the availability 
of raw materials including cement, extenders and aggregate.  A possible risk mitigation is for 
the industry to secure raw material supply and the industry have alluded to vertical 
integration.  
 
Plants cost on average R50 per m³ of annual production capacity, thus investment in plants 
will typically be in the order of R50 million per year with a lead time of 6-12 months for 
implementation.  Logistics cost is typically R160 per m³ of annual production capacity and   
investment in trucks are therefore expected to be in the order of R160 million per year.  Job 
creation potential is relatively low, given that plants are mechanised and not labour intensive, 
however, each truck needs a driver. 
 
Perhaps the largest risk to future investment, relates to the historic cyclical nature of the 
construction industry, which will lead to a market downturn at some point, thereby resulting in 
excess capacity.  A concern raised by SARMA is that the construction sector also needs to be 
vigilant to ensure that industry standards do not drop during periods of rapid expansion, such 
as the current period. 
 
 
5.5.5 Summary and Conclusion 
 
The ready-mix channel concrete industry has experienced rapid growth of 17%140 over the 
past 5 years arising from the increased levels of construction activity.   

                                                 
140 According to SARMA 
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This growth and the opportunistic nature of the industry have also promoted market access by 
new entrants.  The industry foresees potential for future plant and logistics expansion, 
however these expansions will not be labour intensive given the automated nature of the 
plants.  Jobs will be created in the logistics component of the business as the need for trained 
and experienced truck drivers’ increases. 
 
Projected domestic availability of ready-mix concrete is expected to rise from 7.92mt in 2006 
to 15.94mt in 2016, with an average annual growth rate of 6.2% expected between 2007 and 
2011, thereafter increasing to an average annual growth rate of 7.6% between 2012 and 
2016.  SARMA also expects the fleet size to increase from 1583 carrier units in 2006 to 3589 
carrier units in 2016 to facilitate the logistics distribution of ready-mix concrete. 
 
The industry do not anticipate any difficulties regarding the domestic availability of ready-mix 
concrete, but have raised concerns relating to the current limited availability of raw materials 
including cement, extenders and aggregates coupled with increasing traffic congestion which 
is impeding operational efficiency. 
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5.6 Clay Bricks 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Clay Brick Association (CBA), which currently has 90 member factories that account 
for 80% of total clay brick output in the industry.  The overall PPI increase between 12/2004 
and 12/2006 was 14%.  Clay brick PPI141 increases between 2004 and 2006 were: Stock 
Bricks (26%) and Face Bricks (23%)  
 
 
5.6.1 Overview of the Clay Brick Manufacturing Industry 
 
Assessing market demand remains a challenge in the construction industry however the clay 
brick industry has managed to cope with the upswing in demand.  The CBA have encouraged 
the major users of clay brick products to plan demand projections with producers in their area 
to avoid interruption of supply during construction projects.  They also see the current 
shortage of cement as an opportunity, since it has placed pressure on the availability of 
concrete products (namely concrete blocks) with the result that architects have opted to use 
more clay bricks in their design due to security of supply considerations. 
 
The local market is set to grow and sustain local clay brick production, further stimulated by 
the need for substitutional products like clay bricks (where feasible).  The clay brick industry 
have also indicated that low cost housing uses very little clay bricks and they believe that the 
clay brick could prove to be cost effective in the long term for low cost housing and needs to 
be seriously considered.   
 
 
5.6.2 Projected Domestic Availability 
 
The industry anticipates an annual production capacity growth of 3%, to enable it to secure 
supply leading up to 2010 and to support construction activity beyond 2010.  This is based on 
the assumption of a 5% average growth in GDP, and that cement shortages will continue for 
at least the next five years thereby limiting growth of cement bricks (as the clay brick industry 
are of the opinion that current capital expenditure allocations to increase cement production 
capacity are insufficient).   
 
The industry have also based production growth on a steady stream of Government related 
spend from 2007 to 2011 coupled with an increase in Public Corporation infrastructure (i.e.: 
power stations etc.) spend from 2012 to 2016.  The industry has noted the backlog in low cost 
housing delivery and has also included provisions for additional capacity to support this 
process (based on their views – see overview above) and the construction of necessary 
community infrastructure.  
 
 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
 
Clay Bricks 
(billion BEQ) 
 

 
4.892 

 
5.039 

 
5.190 

 
5.346 

 
5.506 

 
5.672 

 
5.842 

 
6.017 

 
6.198 

 
6.383 

 
6.575 

 
Source: CBA 

Table 84: Estimated Clay Brick projected domestic availability142 (2006-2016) 

                                                 
141 Statistics South Africa, www.statssa.gov.za 
142 Total projected domestic availability is based on CMA members and non-members cumulative 
production output.  The domestic market consumes production output with less than 1% (according to 
the CMA) of clay bricks being exported.  The strengthening of the Rand has also contributed to the 
slowing down of activity in the export market and there are no current expectations that this market 
will grow significantly to present any threat to the domestic availability of clay bricks. 
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Figure 39: Clay Brick domestic availability projections (2006-2016) 

 
5.6.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Transport costs 
 
The cost to transport clay products to the market is constantly increasing as a result of low 
truck turn around times promoted by road congestion. 
 
Productivity around construction sites that operate sixteen hours or twenty-four hours will 
assist in ensuring that asset utilization is improved as nighttime can be used for deliveries.  
Improved and sustained expenditure on the road infrastructure will ensure that roads can deal 
with the additional product to be delivered to the market. 
 
Feedstock Material - Coal 
 
According to the CBA, the lack of efficient rail infrastructure to supply coal to the Eastern 
Cape and Western Cape is increasing the cost of business and accordingly price increases 
on clay bricks will constantly be ahead of inflation as manufacturers struggle to contain the 
escalating energy prices.  Coal exports have also caused shortages in coal supply, and where 
available has resulted in escalations in brick prices, as coal merchants demand export parity 
prices. 
 
 
5.6.4 Impact of Imports  
 
Imports may be promoted, should the Rand strengthen significantly, however at present there 
seem to be no imports.  The CBA have also confirmed that less than 1% of clay bricks are 
exported and this market is not expected to grow significantly. 

 
 

5.6.5 Investment in Capacity Expansion 
 
Regulatory bottlenecks 
 
The clay brick industry has indicated that the construction of new production facilities is not 
likely to happen in line with the anticipated economic growth.  Furthermore, construction of a 
clay brick plant is subjected to onerous Department of Minerals and Energy requirements for 
mining rights and could take up to three years for the necessary approvals and Environmental 
Impact Assessments including compliance requirements for the Air Quality Act. 
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These approvals and the timeframes on their own present the biggest bottleneck in the 
development of a clay brick manufacturing facility.  The industry is not requesting that 
standards be reduced, but rather that approval processes be streamlined to accelerate the 
implementation from planning a plant to actual construction, before the opportunity is 
exhausted. 
 
Investment potential  
 
The CBA estimates that an average of four plants per year will be needed to cope with the 
additional demand.   
 
Establishment of a clay brick plant typically costs in the region of R15 million to R200 million 
depending on the plant type and output capacity.  These plants are normally planned around 
clay reserves that have a life of fifty years, and are typically situated on the outskirts of towns 
(urban developments) and are labour intensive, thus providing employment opportunities to 
the rural and semi urban population, which could be used as an incentive to curb rural 
migration to urban areas due to unemployment.  
 
A typical clay brick plant could employ an average of two hundred and fifty employees 
excluding those engaged with the logistics and supply of input materials, which presents an 
attractive job creation proposition. 
 
If these investments do not materialise, alternative products that are not subjected to onerous 
requirements could flood the market, thereby promoting an opportunity loss for job creation. 
The clay brick industry has therefore expressed a view that an investment incentive by the 
Government could contribute toward accelerating the construction of clay production plants. 
 
 
5.6.6 Summary and Conclusion 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Clay brick PPI143 
increases between 2004 and 2006 were: Stock Bricks (26%) and Face Bricks (23%).  The 
clay brick industry has thus far coped with the upswing in demand, but also recognise the 
need for further capacity expansion, which is likely to favour job creation in rural communities.  
The industry has also taken an opportunistic stance in promoting clay bricks at a time when 
cement shortages have constrained the availability of concrete blocks, and has further 
recommended the use of clay bricks for low cost housing.   
 
Some of the challenges facing the industry include increasing product transportation costs 
and the availability and accessibility of coal (input energy requirement).  Investment 
impediments raised by the industry include regulatory compliance challenges and the 
perceived absence of specific investment incentives, however, domestic availability through 
increased production capacity is expected to grow at an average annual rate of 3% from 
4.892 billion BEQ in 2006 to 6.575 billion BEQ in 2016. 
 
 
 
 
 
 
 
 
 
 
 

                                                 
143 Statistics South Africa, www.statssa.gov.za 
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5.7 Timber 
 
The content of this sub-section has been derived from consultation with and contributions 
from Forestry South Africa (FSA)144 with a focus on softwood (pine) sawlogs, which are 
converted into sawn lumber by sawmills.  Hardwood (eucalypt), which relates primarily to the 
production of furniture has been excluded.  The overall PPI increase between 12/2004 and 
12/2006 was 14%.  Timber PPI145 has increased between 2004 and 2006, with the most 
notable being Flush Doors at 17%. 
 
5.7.1 Overview of the Timber Industry 
  
South Africa’s lumber milling industry is founded upon timber from intensively managed 
plantations of exotic Pines and Eucalypts.  Some of these plantations are amongst the most 
productive in the world and the country’s sawlog plantations produce high quality raw 
material.  Growing conditions are favourable and with few exceptions management is 
efficient.  The sawn timber is used for a variety of purposes, but the national consumption in 
South Africa is very low at approximately 46 m³ per 1,000 people per annum compared with 
421m³ in the USA, 548 m³ in New Zealand and 136 m³ in South Korea146.  
 
The area under softwood sawlog plantation amounts to 480,667 hectares or approximately 
35.6% of the total plantation area in South Africa.  The rate of growth is approximately 11.2 
m³ of sawlogs/hectare/annum on 25 to 35 year rotations, however, because of over felling in 
the past, and a recent surge in demand for sawn timber and therefore sawlogs, there is 
concern about the ability of the resource to meet the expected demands.    
 
Historical market for softwood sawn lumber 

 
The total volume of sawn timber sold over the past ten years is summarised as follows:  

 
 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 

(Units – ‘000 m³) 

Formal 1,227 1,206 1,157 1,209 1,131 1,151 1,169 1,188 1,543 1,624 

Informal  438 488 435 300 653 653 653 707 839 

Zimbabwe     68 72 72 72 85 85 

TOTAL  1,227 1,645 1,645 1,645 1,499 1,876 1,894 1,913 2,335 2,549 

 
Source: Crickmay and Associates, FSA 

Table 85: Sawn timber sales per annum (1994-2003) 

 
Sawn timber sales have doubled in the last ten years, with an annual average growth rate of 
8.46%, and now exceed the capacity of the plantations to meet that demand on a sustainable 
basis.  
 
30-year sawlog demand forecast 
 
The following factors were taken into account in forecasting market growth of sawn timber 
over the next 30 years147: 

                                                 
144 FSA has made reference to the 2004 study undertaken by Crickmay and Associates entitled “Supply 
and Demand Study of Softwood and Sawn Timber in South Africa” 
145 Statistics South Africa, www.statssa.gov.za 
146 According to FSA 
147 The rationalé for making a 30 year forecast is based on the fact that it takes approximately 30 years 
to grow sawlogs 
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• The building industry is absorbing more sawn timber than ever before, but it is 
questionable whether this level of building activity can be sustained 

• The price of sawlogs in South Africa is likely to rise in keeping with log prices 
elsewhere in the world and is likely to accelerate as a result of the shortages.  This 
may make sawn timber and remanufactured products less competitive on 
international markets and thereby restrict demand 

• Sawn timber prices will be contained relative to competing materials e.g. plastic, 
fibreglass and steel 

 
In addition the following assumptions have been made: 

 
• The market forecast excludes Zimbabwe, but includes Swaziland 
• Peeler log demand escalates at the same rate as sawn timber 
• Export of logs ceases with immediate effect 
• Swaziland has been responsible for delivering 41,000 m³ per annum, but this will be 

reduced to 15,000 m³ with effect from 2008 
 
The demand for sawlogs has been calculated, working back from the projected demand for 
lunber.  Built into this calculation however has been an increase in recovery in the sawmills 
resulting from technology improvement and improved productivity.  Currently Sawmill 
recoveries are at 47% of the roundlog.   In the forecast this has been increased over the 
period to 51%.   
 

Year 
Lumber 
Demand 
(‘000 m³) 

Recovery 
(%) 

Roundlog 
Equivalent 
(‘000 m³) 

Peeler logs 
(‘000 m³) 

TOTAL 
Required 
(‘000 m³) 

2004 1 2,350 47 5,000 250 5,250 
2005 2 2,415 47 5,138 257 5,394 
2006 3 2,481 47 5,279 264 5,543 
2014 11 3,038 49 6,199 323 6,522 
2024 21 3,888 51 7,624 414 8,038 
2033 30 4,856 51 9,522 517 10,038 

 
Source: Crickmay and Associates, FSA 

 Table 86: Projected demand for sawlogs (2004-2033)  

 
From the above, to meet the demand for sawn timber or lumber in 2033, there will be a need 
to supply 10,038 thousand m³ of sawlogs per annum to the sawmills. Based on 2006 demand 
it would, however seem that the growth forecast is on the low side, given that demand in 2005 
amounted to 2,800 thousand m³ (as apposed to forecast of 2,415 thousand m³) and in 2006 
2,506 thousand m³ (as opposed to forecast of 2,481 thousand m³).  Accordingly the industry 
believes that the long-term growth forecast understates the likely situation, and should 
therefore be considered as being the ‘worst case scenario’ 
 
5.7.2 Projected Domestic Availability 
  
South Africa has the following areas planted to softwood production: 

 
Region/Zone  Hectares 

Total Northern Regions 232,887 
Total Middle Regions 78,104 
Total Southern Regions 169,676 
Total South Africa 480,667 
Swaziland  12,000 

 
Source: Crickmay and Associates, FSA 

Table 87: Sawlogs plantation areas in South Africa and Swaziland (2003) 
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When looking to the future however the following needs to be factored in. 
 

• 73,000 hectares are likely to be withdrawn from commercial production as a result of 
the State Forest Restructuring exercise for environmental and economic reasons 

• 24,000 hectares are likely to be withdrawn to comply with the industry’s Wetland and 
Riparian Zone Delineation Guidelines 

• Planting of new areas will have minimal impact on the sawlog supply situation as it 
takes 25-30 years to grow the trees before they can be harvested 

 
For purposes of calculating sawlog supplies, therefore the basis of the calculation has been 
an eventually planted area of 383,634 hectares as opposed to the current 480,667 hectares.    
 
By applying long term yields (i.e. tree growth factors) to the areas planted, the annual sawlog 
production can be calculated. 

 

Year Demand 
(m³) 

Supply 
(m³) 

Annual 
Shortage 

(m³) 
Percentage 
Shortage 

Accumulated 
Shortage 

(m³) 

2004 1 5,250,000 3,811,950 1,438,050 27% 1,438,050 
2008 5 5,852,000   4,836,350 1,015,650 17% 7,531,650 
2012 9 6,331,000  4,925,000 1,406,000 22% 11,279,350 
2016 13 6,853,000  4,649,200 2,203,800 32% 18,474,100 
2020 17 7,420,000  7,062,450 357,550 5% 21,559,950 
2024 21 8,038,000  6,589,650 1,448,350 18% 29,085,000 
2028 25 8,873,000  4,875,750 3,997,250 45% 40,977,900 
2032 29 9,794,000   4,708,300 5,085,700 52% 59,909,700 
2033 30 10,038,000  4,708,300 5,329,700 53% 65,239,400 

 
Source: Crickmay and Associates, FSA 

Table 88: Projected supply and demand for sawlogs (2004-2033) 
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Figure 40: Sawlogs domestic availability projections (2004-2033) 

 
From the above, we observe that on the current area planted, with current yields, in every 
year up-to 2033, the sawlog demand will exceed the current sawlog supply capacity, with the 
accumulated shortage over the 30 year period reaching massive proportions and in the last 
few years of the projection, annual shortage actually exceeds the annual supply. 
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A recent update148, taking into consideration more current information reveals a, slightly 
improved situation regarding potential supply shortfalls over the medium to long-term, but an 
actually worse-off situation over the short term, promoted by the high levels of demand. 
 
 

Five Year 
Period Total Supply (m ³) Total Demand (m ³) Shortfall (%) 

2007 – 2011 3,838,760 6,179,690 38 
2012 – 2016 5,240,520 6,974,030 25 
2017 – 2021 5,422,560 7,876,010 31 
2022 – 2026 6,188,320 8,900,584 30 
2027 – 2031 5,458,760 10,964,822 46 
2032 – 2036 5,596,720 11,388,216 51 
AVERAGE 5,292,800 8,563,892 38 

 
Source: Crickmay and Associates, FSA 

Table 89: Updated projected supply and demand for sawlogs (2007-2036) 

 
Domestic availability mitigation scenario 
 
Should the following occur: 

 
• All exports of Sawlogs ceased 
• Exports of sawntimber were reduced by 75% 
• Sawmill recoveries increased to 54% 
• Zimbabwe lumber imports increased by ± 25,000 m³/p.a. 
• 100,000 hectares planted in Eastern Cape. 
• Peeler log supply decreased by 80,000 m³/p.a. 

 
Then the annual sawlog supply deficit could be reduced from 5,3 million m³ in 2033 to 1,2 
million m³, with the accumulated shortage in 2033 reducing from 65,2 million m³ to 26,4 
million m³ or from 53% to 12%, which represents a considerably improved situation.    
 
Of this improvement 82% is due to the afforestation of an additional 100,000 hectares in the 
Eastern Cape, which emphasises the need to physically expand the resource base.   
 
 
5.7.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Increased plantation yields 

 
In the knowledge of the challenges facing the Industry, the Forestry industry over the last 20 
to 50 years, has invested in R&D to improve yields and has been successful in its 
endeavours.  Pine Plantation yields, as a result, have already improved markedly with on 
average a 20% yield improvement (these have been factored into the projections above).   
Despite this, there are still opportunities for improvement and these are constantly being 
sought by industry.   
 
Increased mill recoveries 

 
Similar to plantation yields, this has been a focus of attention for industry and has resulted in 
improvements.  These have been built into the forecasts, although opportunities for further 
improvement exist. 
 
 

                                                 
148 Update to the 2004 Crickmay and Associates report: “Supply and Demand Study of Softwood and 
Sawn Timber in South Africa” 
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Improved forest protection 
 

Currently approximately 30,000 hectares annually are lost through fires, pests and diseases.  
These can be ill afforded, and hence reduction of such losses is imperative, and the Industry 
is trying to minimise the impact of these, wherever it is reasonably possible to do so. 
 
Excision of state plantations from commercial sawlog production 

 
As a result of the State Forest Restructuring exercise, 73,000 hectares is expected to be 
withdrawn for environmental and economic reasons.  Given the current economic 
circumstances FSA have suggested that serious and urgent consideration be given to 
reversing this decision, where the original decision was made purely on economic grounds. 
 
Tax concessions and incentive schemes  

  
Tax concessions and financial grant/subsidised interest schemes are required to promote 
sawlog production, and needs to be seriously considered.   
 
 
5.7.4 Impact of Imports 
 
Imports will have to take place on an ever-increasing scale over a long period of time and 
could lead to a situation where South Africa will need to import as much as it produces, 
however these imports will need to be carefully conducted to ensure that the logs or timber 
are not contaminated with pests and/or diseases.  The cost of transporting imported logs to 
inland sawmills for processing is also expensive and would render the processed products 
uncompetitive.  There are currently no tariff barriers for imported timber and this presents a 
huge opportunity cost to the South African economy in terms of job losses, contribution to 
G.D.P., taxes to Government etc. 
 
 
5.7.5 Investment in Capacity Expansion 
 
Government has recognised the need for further urgent investment in afforestation, which will 
help reduce the long-term sawlog supply deficit situation, and in the short to medium-term 
serve as a socio-economic level to promote job creation.  This is confirmed in the article 
below which is based on the Eastern Cape Forestry and Timber Processing Summit which 
was convened in Mthatha at the beginning of March 2007. 
 
SA to push for forestry investment  
Source: SouthAfrica.info reporter  
Published: 2 March 2007  

South Africa has identified the Eastern Cape and KwaZulu-Natal provinces as key for development in 
the forestry, wood and paper sector, with reforestation a vital part of the strategy.   Business Day 
reported this week that the government envisages between R20- and R30-billion of investment by the 
private sector, including the Industrial Development Corporation, over the next five years to develop the 
economies of the two provinces.   Forestry is one of the sectors identified as a key growth area in terms 
of the Accelerated and Shared Growth Initiative for South Africa (Asgi-SA) ..… According to the 
Department of Water Affairs and Forestry, the sector employs about 170 000 people and contributes 
more than R16-billion annually to the South African economy.  

… Minister Lindiwe Hendricks said that developing the industry in the Eastern Cape had the potential to 
create about 26 000 direct jobs at plantation level and a further 1 700 jobs at processing level.   
Business Day reports that up to 15 400 such jobs could be created in KwaZulu-Natal.   "In SA the 
backlog is bad, as we have not planned new trees over the past decade," DTI deputy director-general 
Lionel October said during the summit. "There is the immediate potential for the forestation of more than 
100 000 hectares [in the Eastern Cape]."  
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The South African Forestry Industry also understands the challenges that are applicable to 
being able to afforest new areas to the extent required to meet the market demand for timber 
products, which include the availability of land suitable for Forestry (which requires at least 
800mm of rainfall annually), the water usage situation, the need to prioritise land for food 
production and environmental challenges.    
 
It is estimated that the total area planted to pine sawlog production should be approximately 
620,000 hectares, to meet the projected sawlog demand of 10,038,000 m³ in 2033 based on 
a plantation yield factor of 16,2m³/ha/p.a 
 
Currently, and after deduction of area withdrawals as noted in ‘Projected domestic availability’ 
above, the actual planted area will be 383,634 hectares, indicating therefore that there is a 
need to afforest an additional 236,366 hectares over the next 30 years (which represents an 
approximate annual afforestation of 8,000 hectares).    
 
To this extent the following needs to be noted, with in the context of future investment in 
afforestation: 
 
Historical afforestation trends 

 
Over the 10-year period 1992 to 2002 the average annual sawlog planting rate averaged 
2,352 hectares, a quarter of the rate required.   More disturbing is the fact that over the 5-year 
period 1998 to 2002, the rate was 1000 hectares/p.a.  This indicates a declining trend. 
 
Land availability 
 
The only areas available for meaningful forestry development are the Eastern Cape and to a 
lesser extent Kwazulu Natal, and mapping and environmental screening exercises 
undertaken, indications are that at most in these areas approximately only an additional 
200,000 hectares could be panted.  This is lower than what is required for sawlogs alone. 
 
Competitive challenges 

 
The situation with regard to the supply of logs for other purposes (e.g. pulp and paper, mining 
timber and poles) is no less problematic than that for sawlogs and it has been calculated that 
to meet the demand for these products as well as sawlogs, the area that needs to be 
afforested is in excess of 700,000 hectares.   

 
This competitive situation in most instances would favour the planting of non-sawlog crops, 
particularly pulp logs, as these are grown on short rotations of between 7-10 years as 
opposed to 28-30 years for sawlogs.  This means a quicker return on investment and a 
greater ability to fund activities in the periods before harvesting (i.e. cash flow and interest 
repayments), and in most instances allows pulp and paper companies to fund ventures.    
 
This is of particular importance as the areas still available for planting are almost exclusively 
in communally owned areas and would therefore have to be planted by communities who 
without support do not have the wherewithal to plant and manage their lands.   Pulp and 
paper companies furthermore already have support schemes in place to encourage plantings 
whereas sawmilling companies don’t because of the long investment periods.   As it stands 
therefore, most of the available land is likely to be planted to short term crops, which will 
further compound the problems in meeting sawlog demand. 

 
Financing 
 
Financing of long rotation crops is a major problem and studies undertaken show that the only 
way to encourage sawlog production is through grants or subsidised interest schemes.  There 
are currently no such schemes on offer.  This has lead to most sawlog plantations worldwide 
having been developed by Governments.   
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Currently in South Africa the Government, which has up to now has been the major producer 
of sawlogs, is attempting to divest itself from these activities. 
 
Given the afforestation investment challenges above, FSA have indicated that it is extremely 
unlikely that new sawlog afforestation in the magnitude required could be achieved, and 
accordingly that sawlog and/or sawn timber imports are inevitable to meet escalating demand 
requirements. 
 
 
5.7.6 Summary and Conclusion 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Timber PPI149 has 
increased between 2004 and 2006, with the most notable being Flush Doors at 17%.  South 
Africa currently has 480,667 hectares under softwood sawlog plantation, which represents 
approximately 35,6% of the total plantation area. 
 
Over the decade 1994 to 2003, sawn timber sales have doubled to 2,549 thousand m3 in 
2003 and demand for sawn timber continues to exceed projections.  The projected domestic 
availability of sawn timber is dependent on the plantation yield rate and mill recoveries from 
sawlogs.  It has been estimated that at a conservative annual average demand growth rate of 
2.5% per annum, that the demand for sawlogs in 2033 will be approximately 10,038 thousand 
m3.  The projected domestic availability of sawlogs, however, is expected to result in a 
consistent supply shortage over the next 30years averaging 38% per annum. 
 
This sawlog shortage is primarily due to sub-optimal and reduced sawlog plantations arising 
from State Forest Restructuring, associated Government policies and increasing levels of 
domestic demand.  The industry have sought to reduce shortages through increased 
plantation yields, increased mill recoveries and improved forest protection, however these 
have had a limited impact on reducing the current and projected shortages.  It is thus 
inevitable that sawlog and/or sawn timber imports are required as a short to medium-term 
intervention to supplement current production, in meeting rising demand for timber products. 
 
Investment in afforestation needs to take place to ensure long-term domestic availability of 
sawlogs.  It has been estimated that to meet the projected sawlog demand of 10,038 
thousand m³ in 2033 based on a plantation yield factor of 16,2m³/ha/y, that approximately 
620,000 hectares needs to be planted to pine sawlogs, which represents an additional 
236,266 hectares over the next 30 years (8,000 hectares per annum).   
 
This presents unique challenges due to appropriate land availability, competitive challenges 
(relating to returns on investment over 30years), finance and access to suitable incentives, 
and it is therefore unlikely that afforestation of this magnitude will be achieved. 
 
South Africa is therefore facing a growing imbalance between the demand and supply 
position of construction and industrial timber, which does not bode well for the industry’s 
ability to meet escalating infrastructure inputs requirements and is thus, likely to become an 
importer, rather than an exporter of sawn timber.  In view of shortages, sawlog prices and 
sawn timber prices are also likely to rise leading to further concerns around import parity 
pricing of locally produced timber.  This has serious consequences, since some 
remanufacturing may become unprofitable and factories may close or relocate closer to the 
source of timber.  
 
 
 
 
 
 
                                                 
149 Statistics South Africa, www.statssa.gov.za 
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5.8 Float Glass 
 
The content of this sub-section has been derived from consultation with and contributions 
from PFG Building Glass on behalf of the South African Glass and Glazing Association 
(SAGGA).  The overall PPI increase between 12/2004 and 12/2006 was 14%.  Float Glass 
PPI150 has changed between 2004 and 2006, with the most notable being an increase of 15% 
for Glass for the Building industry (Cut to Size) and a decrease of 15% for Glass for the 
Building Industry from upstream producers.  
 
 
5.8.1 Overview of the Float Glass Industry 
 
The float glass process is the most modern method of producing good quality float glass for 
building and construction industry applications.   South Africa has manufactured float glass in 
the country since 1977 and the single manufacturing facility has delivered sufficient capacity 
to supply most of RSA’s needs until recently. 
  
The substantial growth in the Building and Construction sectors since 2002 has resulted in the 
investment of a R800 million new Float Glass line that will provide 80% more capacity and will 
be able to meet all RSA’s needs for the next few years depending on actual growth rates 
going forward.  It will also enable the country to export good quality float glass for the next few 
years depending on actual growth rates going forward. The new line was commissioned in 
April 2007. 
 
 
5.8.2 Projected Domestic Availability 
 
The domestic availability of float glass for building and construction products in thickness 
3mm to 19mm Clear, Bronze and Grey as well as coated Float Products have been based on 
a reasonable estimate of the total market demand.   
 
The “GDP” and “Market Growth” assumptions will directly impact upon the estimated 
domestic availability (based on float market size) projections, however, industry is reasonably 
sure that the 2006 base in terms of domestic availability for the building and construction 
industries is accurate.  Domestic availability is expected to increase at an average annual 
growth rate of 5.2%. 
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Source: PFG Building Glass and SAGGA 

Figure 41: Float Glass Products domestic availability projections (2006-2016) 
                                                 
150 Statistics South Africa, www.statssa.gov.za 
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 2006151 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

GDP Growth %152 4.6 4.5 4.4 4.4 4.9 4.9 4.6 4.6 4.6 4.6 4.6 

Market Growth 
%153  
 

 6.2 5.8 5.5 5.6 4.9 5.1 4.8 4.6 5.1 4.8 

Domestic 
Availability 
(k tons) 

 
195 

 
207 

 
219 

 
231 

 
244 

 
256 

 
269 

 
282 

 
295 

 
310 

 
325 

 
Source: PFG Building Glass and SAGGA 

Table 90: Estimated Float Glass Projected Domestic Availability 

 
5.8.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Distribution constraint 
 
Distribution costs and infra-structural costs have been rising with increasing road congestion.  
Perhaps more could be done to ensure road works upgrades, investment and maintenance of 
national and major city roads 
 
Input constraint - Raw Materials 
 
There is currently a dependency on a few high quality raw materials, particularly: 
 

Soda Ash  
There is currently a dependent on supplies from Botswana or imports from global 
supply sources.   No Domestic solution is possible, as RSA does not have this 
resource.   
 
From a future perspective, the upkeep of the rail network between Botswana and the 
float glass plant in Springs is important. 

 
Dolomite & Limestone 
Currently the best deposits are located in Vredendal in the Western Cape, however, 
rail freight costs are now forcing this material to road freight causing more traffic 
congestion and road damage to the national road network.   
 
The railway line and carriages need to be upgraded and rail freight pricing made 
more competitive before all the freight is moved back to rail.   Another option could be 
the incorporation of roll-on, roll-off rail trucks to carry road freight vehicles. 

 
Silica Sand 
High quality Silica rock is available on the East Rand and the existing deposits at 
Delmas will support local production for the next 40 years.  Other deposits need to be 
developed over time. 

 
Input constraint – Unstable power supply 
 
The industry has lodged a complaint with the NERSA about the unreliability of constant 
electricity supply to the float glass plant in Springs.   Power generation and distribution 
networks need to be upgraded and the introduction of an independent ring feed to the New 
Era industrial area in Springs needs to be seriously considered. 
 
                                                 
151 The 2006 base value comprises total domestic float glass production and float glass imports into 
South Africa for the building and construction industries.  
152 GDP growth assumption made by PFG Building Glass and SAGGA 
153 Float glass market growth assumption made by PFG Building Glass and SAGGA   
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5.8.4 Impact of Imports  
 
South Africa has been importing Float glass products for the building and construction 
industry for many years.  Volumes of between 20,000 t/y to 70,000 t/y have occurred during 
the last 10 years. 
 
Import volumes have grown to 70,000 t/y in 2006 reflecting the shortage of capacity by the 
single local manufacturer and the recent domestic growth in demand. 
 
Imported volumes are, however, expected to drop from April 2007 as a 2nd float line comes 
on stream.  The domestic producer has itself been a major importer over the past few years 
and will be substituting most of its recent imports with locally produced product from the 
second half of 2007 onwards.  It will then have substantial surplus capacity to export and will 
be able to accommodate South Africa’s demand for a number of years depending on the 
domestic growth rates actually achieved. 
 
The major supplying countries exporting to South Africa have changed in line with those 
country's excess Float glass capacity.  During 2006 the major exporting countries of float 
glass included Brazil, China, Indonesia, Israel, Malaysia, Taiwan and Vietnam. 
 
Generally market forces and local capacity verses domestic demand have dictated the extent 
of imports into South Africa.  Globally there will continue to be countries where producers 
have spare capacity (following the start up of new float glass production lines) and will be 
seeking export markets for their excess capacity. 
 
 
5.8.5 Investment in Capacity Expansion 
 
Capital investments in float glass furnaces are similar across the world, as the float glass 
process has established itself as the only way to produce good quality float glass products for 
the Automotive and Building glass industries respectively. 
 
Typically a float glass line investment project will cost about US$ 100-140 million and deliver 
between 150,000 t/y and 300,000 t/y of finished product.  The domestic producer has 
operated the only float glass line since 1977 and expects to start-up a second float glass line 
in April 2007.  The total float glass capacity available will increase from 150,000 t/y (from it's 
1977 furnace) to about 280,000 t/y following the April 2007 start-up. 
 
Indications from industry confirm that any shortfalls between the estimated float glass market 
size and the local production will comfortably be covered by imports.  In the medium term, 
however, should the actual growth rates be in excess of the projections, then the need for a 
third float glass line could become a reality but not before 2013 (in industry’s opinion). 
 
 
5.8.6 Summary and Conclusion  
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Float Glass PPI154 has 
changed between 2004 and 2006, with the most notable being an increase of 15% for Glass 
for the Building industry (Cut to Size) and a decrease of 15% for Glass for the Building 
Industry.   
 
The float glass industry does not foresee any difficulties regarding the domestic availability of 
float glass products to support general building, construction and infrastructure growth.  The 
domestic availability of float glass products including clear, bronze and grey as well as coated 
float products is expected to increase at an average annual growth rate of 5.2% from 195kt in 
2006 to 325kt in 2016.  

                                                 
154 Statistics South Africa, www.statssa.gov.za 
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The commissioning of the second float glass facility has brought additional capacity on-line 
from April 2007, and any further shortfalls will be supplied through product specific imports.  
Additional float glass line expansion is a distinct possibility, if demand growth outperforms 
current expectations on a sustainable basis.   
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5.9 Plastic Pipes 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Southern African Plastic Pipe Manufacturers Association (SAPPMA).  SAPPMA 
represents around 80% of the South African plastic pipe manufacturers in terms of production 
volume.  Membership also includes suppliers of raw materials and additives used in the 
production of plastic pipe.  The overall PPI increase between 12/2004 and 12/2006 was 14%.  
Plastic Pipe PPI155 has increased between 2004 and 2006, with the most notable being an 
increase of 8% for PVC pipe.   
 
5.9.1 Overview of the Plastic Pipe Industry 
 
There are currently about 12 pipe manufacturers of reasonable size and a fair number of very 
small operators.  The local plastic pipe manufacturing industry has the capability to service 
the demands of the current as well as the growing demand for infrastructure pipes and 
fittings.  The plastic pipe market in South Africa is relatively well established and compares 
well with the developed world in terms of technology and quality, although quite small in size.  
The competitive situation is strong, further supported by a traditional over-capacity situation.  
The size of the local market in 2006 for the two most prominent plastic pipe materials are 
indicated below: 

 
Polymer Tons Pipe Annual Growth% 

Rigid PVC 90,000 6,5 

HDPE 22,000 5,0 

 
Source: SAPPMA 

Table 91: 2006 Plastic Pipe market size and growth rates 

 
Sasol Polymers and Safripol produce raw material for these products locally, with only a small 
percentage (10-15%) being imported by various merchants.  The major market segments for 
PVC & HDPE include: 
 

• Civil Engineering - water supply/distribution; pipe rehabilitation 
• Mining – water supply/dewatering; cooling water; tailings 
• Building & Domestic – sewerage/drainage; plumbing 
• Agriculture – irrigation 
• Industrial – process applications; gas distribution 
• Telecommunication – cable conduit 

 
Major PVC and HDPE derived products are summarized in the table below, also indicating 
the relevant national product standard and the size range currently being produced. 
 

Product Nominal Sizes Specification 
PVC-U 20 – 500 SABS 966:1 
PVC-M 50 – 500 SABS 966:2 
PVC solid wall sewer 110 – 500 SABS 791 
PVC multiplayer sewer 110 – 250 SABS 1601 
HDPE potable water 16 – 1000 SABS ISO 4427 
HDPE gas 16 – 1000 SABS ISO 4437 

 
Source: SAPPMA 

Table 92: Major Plastic Pipe products 

                                                 
155 Statistics South Africa, www.statssa.gov.za 
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5.9.2 Projected Domestic Availability 
 
The domestic availability of plastic pipe (based solely on the production capacity of plastic 
pipe production as there are no imports and exports) is indicated below: 
 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
 
PVC (t) 
 

 
114,157 

 
118,775 

 
114,320 

 
133,955 

 
139,550 

 
141,548 

 
146,687 

 
148,975 

 
159,423 

 
162,043 

 
167,846 

HDPE (t) 
 

26,564 35,113 38,044 44,629 45,272 45,767 46,296 49,663 54,269 56,918 57,613 

Total 
Domestic 
Availability 
(t) 

 
140,721 

 
153,888 

 
152,364 

 
178,583 

 
184,822 

 
187,316 

 
192,983 

 
198,638 

 
213,693 

 
218,961 

 
225,458 

 
 
Assumptions 
 

 
Increased infrastructure expenditure in the next few years, particularly due to the 2010 FIFA Soccer World Cup 
Increased budget for Housing  
Water for all project by Government (initiated some years ago) 
Growth in mining (due to escalating commodity prices) 

 
 

Source: SAPPMA 

Table 93: Estimated plastic Pipe projected domestic availability (2006-2016) 
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Figure 42: Estimated plastic Pipe projected domestic availability (2006-2016) 

 
5.9.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Cost constraint – impact on Quality  
 
Given that plastic pipe products are fundamental in building, construction and infrastructure, it 
is required to be of a good quality and to last a considerable time (typically the design life is 
50 years plus).  Raw material constitutes more than half of the produced cost of plastic pipe, 
and it therefore stands to reason that this is the area where the biggest potential lies for cost 
reductions. Unfortunately this would also have the biggest negative impact on the long-term 
quality of the plastic pipe produced.   
 
Product quality is measured against national standards as controlled by the SABS.  In 
addition, SAPPMA also regulates its members by a strict Code of Conduct in terms of ethics 
and product quality; members’ products are also clearly marked with the SAPPMA logo, in 
addition the SABS mark of approval.  
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5.9.4 Impact of Imports  
 
Plastic pipes are not easily imported into South Africa, mainly due to the logistics cost of 
transporting bulky volumes over long distances.  Despite this, however, there have been two 
major incidences in the past few years of Chinese PVC pipe being imported into the country 
and finding its way into the water supply business.  The industry believes that these were 
instances of government grants from China to South Africa.  
 
These events triggered great concern from the plastic pipe industry at the time due to the 
potential impact it poses to the relatively small market, the fixed capital investment and sector 
employment.  
 
 
5.9.5 Investment in Capacity Expansion 
 
Installed capacity is continually increasing, not only because of increased investment in the 
number of production lines, but in particular also due to the improvement in unit output by 
more modern equipment. 
 
 
5.9.6 Summary and Conclusion 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Plastic Pipe PPI156 has 
increased between 2004 and 2006, with the most notable being an increase of 8% for PVC 
pipe.  The plastic pipe industry however does not foresee any difficulties regarding the 
domestic availability of plastic pipe products to support general building, construction and 
infrastructure growth.  Continuous and incremental capacity expansion coupled with line 
process improvements will lead to further increases in plastic pipe domestic availability.  
Industry has, however, raised concerns relating to plastic pipe imports, which threaten 
installed capacity and employment.   
 
Domestic availability of PVC pipe is expected to increase from 114kt in 2006 to 168kt in 2016 
representing an average annual increase of 3.9% and HDPE pipe is expected to increase 
from 26.5kt in 2006 to 57.6kt in 2016 representing an average annual increase of 8.1%. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                 
156 Statistics South Africa, www.statssa.gov.za 
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5.10 Aggregate and Sand 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Aggregate and Sand Producers Association of Southern Africa (ASPASA).  ASPASA 
had a membership of 60 companies in 2005, representing approximately 130 quarries that 
produced 28mt of aggregates.  This represents 55% of the total formal aggregate volumes of 
50.6mt, declared to the DME in 2005.  The overall PPI increase between 12/2004 and 
12/2006 was 14%.  Aggregate and Sand PPI157 increases between 2004 and 2006 were: 
Aggregated Crushed Stone (24%) and Sand (2%).  
 
 
5.10.1 Overview of the Aggregate Industry 
  
The South African aggregate industry was in survival mode from 1984 to 2000 due to flat and 
declining demand and a crippling price war in Gauteng.  Improved market conditions fuelled 
by rapid demand growth since 2000 have given rise to some improvements. The local 
aggregate industry is highly fragmented and it is estimated that there are over 1,000 quarries 
operated by more than 300 companies in South Africa.  
 
Only about 50% to 55% of the total sales are reported to the Department of Mineral Energy 
and the top 10 aggregate producers are estimated to have around 40% market share.  
Producers are increasing capacity at an unprecedented rate at present and industry 
consolidation has increased considerably.   
 
The annual growth of the aggregate industry has been estimated to be approximately 1%-
5%158 higher than the cement industry arising from increased infrastructure development and 
is also expected to be higher than the country's GDP.   
 
 
5.10.2 Projected Domestic Availability 
  
The actual volume for 2006 (refer to table below) is based on the estimated sales of 
aggregate and sand in South Africa.  The projected domestic availability of aggregate and 
sand has thus been based on average conversion factors from cementitious sales into 
concrete (0.35) and then from concrete (1.91) into aggregate and sand.   
 
In addition, it is assumed that around 32% of the total aggregate and sand sales are used in 
non-concrete products, such as ballast, roads, etc.  Furthermore market statistics on the sales 
of aggregate and sand in South Africa are incomplete due to the lack of reporting from illegal 
operators and therefore, the Department of Mineral Energy reported sales are estimated to 
cover around 55% of actual SA sales. 
 
Concrete stone (26mm - 9.5mm), sand (natural and crusher) and specialist road-stone 
constitute about 65% of demand.  The balance is made up predominantly of material required 
for layer works (G1 - G9) and railway ballast.  Specialist products such as cubicle single-size 
products for proprietary asphalt mixes are difficult to manufacture and create the wrong 
impression of supply shortage.  Other unique products such as armour rock for break-waters 
are also difficult to produce and transport.  Problems in the manufacture of these products 
should therefore not be mistaken for an overall shortage in aggregates. 
 
The estimated domestic availability forecast for the South African aggregate industry is 
therefore based on macroeconomic trends, which promote the use of cementitious products, 
and has been computed using specific conversion factors, to arrive at the projections below: 
 

                                                 
157 Statistics South Africa, www.statssa.gov.za 
158 According to ASPASA 
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 2006  2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 

Aggregate and sand 
(mt) 106.4 114.1 117.9 119.5 120.2 118.8 118.5 121.1 125.0 130.9 134.2 
 
Assumptions: 

  

GDP % annual change 
  

 
4.7 

 
4.5 

 
4.9 

 
5.3 

 
4.6 

 
4.1 

 
4.2 

 
4.1 

 
3.8 

 
4.0 

 
GCFC % annual 
change 
  

6.1 
 

 

5.7 
 
 

5.9 
 
 

6.4 
 
 

4.7 
 
 

3.8 
 
 

4.0 
 
 

4.6 
 
 

4.0 
 
 

4.3 
 
 

Interest rate% 
  

12.7 
 

12.7 
 

13.0 
 

12.8 
 

12.9 
 

12.8 
 

12.3 
 

11.7 
 

11.4 
 

11.0 
 

 
Source: ASPASA 

Table 94: Estimated Aggregate and Sand projected domestic availability (2006-2016) 
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Source: ASPASA 

Figure 43: Aggregate and Sand domestic availability projections (2006-2016) 

 
From the above, it is observed that the aggregate and stone industry expect an annual 
average growth rate of 1.75% between 2007 and 2010 (arising primarily from the focus on the 
2010 FIFA World Cup Infrastructure), followed by a market contraction in 2011 and 2012.  
Annual average growth is again expected to increase to 3.16% between 2012 and 2016, 
driven by strong growth in private sector, residential and non residential construction, linked 
with the expectation for lower interest rates. 
 
 
5.10.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Poor industry regulation 
 
ASPASA has indicated that there is no shortage of permitted reserves in South Africa but that 
there are too many quarries that are poorly regulated.  This has resulted in diminished 
suitable natural sand reserves, which has to be replaced with manufactured sand.  Poor 
industry knowledge coupled with inaccurate statistics and limited understanding of challenges 
facing the industry are further impediments toward the development of the industry. 
 
In the short term, Government should establish clear and strict guidelines for the opening of 
new quarries, and allow the industry to respond to demand.  ASPASA indicates that existing 
aggregate companies will produce the required volumes if industry stability is achieved. 
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Over the medium to long term, current legislation attributable to borrow pits should be 
reviewed and management of permitted reserves needs to be improved through active 
regulatory enforcement.  Initiatives are also required to improve the technical and business 
skills of small-scale mining operator. 
 
Black economic empowerment 
 
The MPRDA is clear and needs to be adhered to, however industry indicates that messages 
from the DME are mixed and this leads to reluctance to invest on the part of existing 
operators.                                                                                                                                                                      
 
ASPASA believe that Government should allow the Mining Charter and MPRDA to achieve 
industry transformation, and to monitor performance in this regard.     
 
Maintenance 
 
Historical neglect of crushing plants coupled with the increased demand for finer products 
have resulted in poor plant efficiencies.  
 
Mobile crushing plants are available for hire in South Africa currently, but the utilization of 
these is dependent on clarity regarding aggregate demand projections.  Additional crushing 
capacity can generally be installed in 6-12 months at a cost of ±R30/ton of annual capacity. 
 
 
5.10.4 Investment in Capacity Expansion 
 
Aggregate and sand capacity expansion investment potential exists, however ASPASA 
indicate that investment in additional capacity expansion should be favoured over investment 
in developing new pits.  Indications are that approximately R200 million will be invested in 
fixed plant annually over the next 3-5 years to ensure domestic availability keeps up with 
anticipated demand for aggregates and sand.  Investment lead times are not excessive, with 
typical developments averaging 6-12 months.   
 
Current employment figures for the aggregate sector were not available, however, 
employment in the formal aggregate sector was reported at 4,125 in 2003.  This translates to 
a productivity coefficient of under 8,000 tons per person per annum, whereas it is more than 
25,000 tons in the USA largely due to higher capital to labour ratio. 
 
Industry have highlighted that a significant constraint to investment emanates from the lack of 
clarity surrounding the regulatory environment, which has promoted a competitive industry 
through the emergence of opportunistic new entrants.  Sound regulation of the local industry 
will lead to improvements in operating efficiencies, working conditions, OH&S practices and 
adherence to good environmental performance.  Other risks cited by industry include possible 
changes in Government policies and inconsistent messages from the DME particulary relating 
to BEE. 
 
  
5.10.5 Summary and Conclusion 
 
The aggregate and sand industry has seen recent growth driven by strong macroeconomic 
performance and an increase in construction activity.  The overall PPI increase between 
12/2004 and 12/2006 was 14%.  Aggregate and Sand PPI159 increases between 2004 and 
2006 were: Aggregated Crushed Stone (24%) and Sand (2%).  The local aggregate industry 
is highly fragmented and it is estimated that there are over 1,000 quarries operated by more 
than 300 companies in South Africa, however only about half of the total industry sales are 
reported to the DME.   
                                                 
159 Statistics South Africa, www.statssa.gov.za 
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Poor aggregate and sand industry regulation and management of permitted reserves have 
been cited as impediments to responsible growth and environmental management of 
resources.  BEE (relating to mixed messages from the DME) and poor facilities maintenance 
(crusher plants etc.) have also been raised as impediments towards growth and increased 
operational efficiencies. 
 
The domestic availability of aggregate and sand, which is ultimately liked to cementitious 
product sales is expected to continue on a growth trajectory before receding slightly in 2011 
and 2012.  Projected domestic availability is expected to increase from 114.1mt in 2007 to 
120.2mt in 2010 representing an annual average growth rate of 1.75% (primarily expected to 
be driven by investments in additional capacity expansions of existing operations of 
approximately R200 million annually over the next 3-5 years), and to continue with the growth 
trend to 134.2mt by 2016, thus representing an annual average increase of 3.16% between 
2012 and 2016.  
 
The industry does not anticipate any difficulties regarding the domestic availability of 
aggregate and sand, but has raised concerns relating to industry regulation and demand-side 
certainty as being central to promoting growth and development. 
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5.11 Bitumen 
 
The content of this sub-section has been derived from consultation with and contributions 
from the Southern African Bitumen Association (Sabita), which comprise private company 
members from the primary producers (Chevron, Engen, NATREF and SAPREF) of bitumen to 
secondary manufacturers and applicators of bituminous materials and consulting engineers.  
 
 
5.11.1 Overview of the Bitumen Industry 
  
Bitumen Production 
 
South Africa has 4 oil refineries that import crude oil with the main purpose of manufacturing 
petrol and diesel fuel for motor vehicles and trucks.  The residue from the crude oil refining 
process is used to manufacture bitumen and the percentage manufactured into bitumen 
varies between 1 and 4 % of the crude oil through-put.  This percentage is mainly dictated by 
local demand for bitumen and to a lesser extent export opportunities.   
 
The remaining residue that is not used for manufacturing bitumen is further processed and 
sold as bunker fuel oil for ships or as heavy furnace heating fuel.  The coastal refineries 
(Chevron, Engen and SAPREF) process the majority of the residue (typically between 15 and 
25%) as bunker fuel oil.  The table below indicates the bitumen produced by refinery as a 
percentage of crude oil through put. 
 

Refinery Location Daily crude through-put 
(tons) 

Bitumen % of 
crude 

Bunker fuel oil 
market 

Chevron Cape Town 15, 000 1.2 Yes 
Engen Durban 16,000 4.1 Yes 
NATREF Sasolburg 15,000 3.1 No 
SAPREF Durban 24,500 1.1 Yes 

 
Source: Sabita 

Table 95: Bitumen production per refinery as a % of crude oil  

 
Overview of bitumen supply 
 
The coastal refineries manufacture bitumen on a continuous basis as a consequence of fuel 
and lubricant refining, whereas the inland refinery (NATREF) on the other hand only 
manufactures bitumen by dedicating the refinery to a bitumen mode at the expense of 
manufacturing fuels.  Thus NATREF can manufacture fuels without producing bitumen 
whereas the coastal refineries are configured to always produce a residue, which can be 
further processed into bitumen given that suitable crude types are always used.  In the past 
bitumen production capacity has exceeded local demand and thus South Africa is a net 
exporter of bitumen. 
 

Refinery Local (tons) Export (tons) Total (tons) % Total 

Chevron 54,000 0 54,000 11 
Engen 68,000 130,000 198,000 42 
NATREF 134,000 6,000 140,000 30 
SAPREF 52,000 28,000 80,000 17 

Total 308,000 164,000 472,000 100 

 
Source: Sabita 

Table 96: Bitumen supply (local and exports) per refinery (2006)  
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With over 60% of the bitumen production capacity located in Durban and the resultant supply 
exceeding local demand, Engen and SAPREF have resorted to exporting the majority of their 
bitumen.  Surplus bitumen is exported primarily to the Indian Ocean Islands. 
 
Overview of South African bitumen demand 
 
The local demand for bitumen has declined since the late 1980’s, when an annual volume of 
up to 400,000 tons was consumed.  In more recent years the demand has fluctuated around 
the 250, 000 ton mark, however, there was a dramatic increase of 17.5% in the local demand 
for bitumen in 2006 compared with 2005, which is in line with increased spending on road 
construction and maintenance projects.  This compares favourably with Government’s 
planned average annual growth of 9.8% in roads expenditure over the medium term, from 
R18.74bn in 2007/8 to R22.62bn in 2009/10160. 
 
Approximately 90% of bitumen is used in government funded road and airport runway 
projects with small amounts being used in private roads, parking areas and industrial 
applications.  Sabita have indicated that the demand for bitumen within any 12month period 
will fluctuate and the demand is dictated mainly by the factors, which are beyond the control 
of the bitumen suppliers.  

SA Monthly Bitumen Consumption (2006)

0

5000

10000

15000

20000

25000

30000

35000

Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

To
nn

es
 

 
Source: Sabita 

Figure 44: SA Monthly Bitumen Consumption (2006) 

 
Some of the reasons (and suggestions) for the monthly fluctuations are discussed below: 
  

Seasonal climatic conditions: The application of bituminous materials is restricted to 
periods of dry warm weather conditions. This causes daily as well as seasonal 
fluctuations in the demand for bitumen by region, depending on the prevailing local 
climatic conditions.  The effect of the colder weather on demand is observed in the figure 
above for the winter months of July, August and September.  Typically, very little 
bituminous work is done during the winter months in the Western Cape.  
 
(According to Sabita, road authorities should be encouraged to make more use of cold 
applied bituminous materials such as bitumen emulsions, which are not as temperature 
dependant.  There has however been a dramatic decline in the demand for bitumen 
emulsions over the past decade in favour of cheaper hot applied bitumen binders.)  
 
Financial year end: Most road authorities and in particular municipalities tend to hold 
back on road maintenance expenditure until closer to their financial year end before 
issuing orders for the resurfacing of their roads.  This places a huge burden on resources 
and material supply over a short period, and is clearly evident from the figure above, with 

                                                 
160 National Treasury., 2007: Budget Review, p 45 
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the demand for bitumen peaking in the months of May and June, which coincide with 
Municipal year-end on 31 June.   
 
(Municipalities and Provincial road authorities should spread their periodic maintenance 
resurfacing work through out the year by extending the budget period of say 24 months to 
allow sufficient time for planning and implementation of projects.) 
  
Annual construction shutdown: The construction industry shuts down for one month 
over December and January for annual holidays.  In all the regions this is the most 
suitable time of the year from a weather perspective to conduct bituminous works, 
however, even if contractors decided to work over this period they are prohibited to work 
on certain roads because of high traffic volumes.  The effect of public holidays reducing 
bitumen consumption is confirmed by the above figure for the months of December and 
January including the holidays in April, which also impact negatively on bitumen off-takes.   

 
(Reducing the annual construction shutdown period to between Christmas and New Year 
public holidays and allowing workers to take leave in mid winter, would lead to improved 
productivity by allowing contractors to make use of the longer working hours in the 
summer months.  Moratoriums placed by some Road Authorities on the cessation of road 
works over the Easter holiday period should also be critically reviewed and not enforced 
as a norm.)  
 

Export demand for bitumen 
 
The demand for bitumen in the neighbouring SADC territories varies but is relatively small 
and is estimated at approximately 60,000 per annum.  This demand fluctuates in line with the 
level of foreign funded road projects in the neighbouring territories.  The only other local 
sources of bitumen supply in Sub Saharan Africa are the Ndola (Zambia) and Mombassa 
(Kenya) refineries, however, the supply of bitumen from these refineries is known to be erratic 
and of questionable quality.   
 
The supply of bitumen into neighbouring countries is normally done in hot bulk road tankers. 
Off shore customers are usually supplied in hot bulk by dedicated ships, which are loaded by 
road tanker at the port.  The supply of bitumen for export by ship requires large stocks of 
bitumen to be built up and hauled over a short period to fill the ship. 
 
Sabita have confirmed that on occasion, there is a demand for smaller quantities to be 
supplied in drums or containers.  The latter orders are secured through export traders whilst 
the bulk shipments are often linked to long-term supply contracts. 
 
 
5.11.2 Projected Domestic Availability 
  
Short-term domestic availability (next 12 months) 
 
Notwithstanding the recent increase in bitumen demand, supply problems have also been 
experienced with both SAPREF and NATREF, which will impact negatively on short-term 
bitumen domestic availability.  Sabita confirms that SAPREF experienced a fire during their 
start up after their planned shutdown in 2006 and have been down since October, while 
NATREF have been operating below half of their normal production capacity since the end of 
December due to damage caused to one of their bitumen crude tanks from a lightening strike.  
These were both unplanned events and such events will thus have a negative impact on the 
availability of bitumen in the short term, which could lead to a delay in the completion of 
projects. 
 
The situation at NATREF is expected to impact negatively on supplies in the short-term as 
NATREF will consequently not be able to build up any reserve stocks for their planned 
shutdown scheduled from 8 May to 16 June 2007.   
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SAPREF are currently able to manufacture limited quantities of bitumen and will continue to 
do so until the facility has been restored to full production by the middle of April 2007.  Calref 
have also planned a shutdown from 19 March until 30 April 2007 during which time two new 
bitumen-loading arms are expected to be installed.  In the period leading up to their shutdown 
Calref will build up sufficient bitumen stocks to sustain supply to their customers during their 
shutdown period.   
 
Engen are planning to shutdown from 4 June to 6 July 2007.  They also do not anticipate any 
disruptions in the supply to their customers in the local market over this period, however 
Engen are not currently in a position to assist SAPREF and NATREF, due to Engen’s export 
commitments. 
 
There is therefore a concern that unless the Durban refineries (Engen and SAPREF) are able 
to cover the shortfall in the inland demand over the next few months, until after the NATREF 
shutdown scheduled from 8 May to 16 June 2007, there could be a shortfall of +-20,000 tons 
of bitumen. 
 
SA Bitumen processing capacity 
 
The bitumen manufacturing potential of each refinery, which could be achieved without any 
major increase in processing capacity are indicated below.  These potential volumes are 
based on the current processing capacity of distillation units and assuming that there is 
sufficient storage capacity and loading facilities in place to dispatch the bitumen. 
 

Refinery Actual 2006 
sales (tons) 

Bitumen % of 
crude 

Potential capacity 
(tons) 

Bitumen % of 
crude 

Chevron 54,000 1.2 105,000 2.3 
Engen 198,000 4.1 240,000 5.0 
NATREF 140,000 3.1 140,000 3.1 
SAPREF 80,000 1.1 240,000 3.3 

Total 472,000 2.3 725,000 3.4 

 
Source: Sabita 

Table 97: Potential bitumen processing capacity  

 
Medium-term domestic availability (2008 to 2010) 
 
If the above refining production capacities are assumed and that:  
 

• There is no increase in existing export volumes 
• Refineries increase investment in storage tanks and loading capacity 
• NATREF continue to produce bitumen albeit at the same production rates  
 

then there would be 253ktpa (725ktpa less 472ktpa) spare capacity to meet increased local 
demand with a maximum supply capacity potential of 561ktpa (253ktpa plus 308ktpa) for the 
local market.  The table below illustrates how the local market demand will exceed supply, 
depending on the growth in local demand and assuming a supply capacity of 561ktpa for the 
local market. 

% Growth rate 2007 2008 2009 2010 

15 354 407 468 539 
20 370 444 532 639 
25 385 481 602 752 

 
Source: Sabita 

Table 98: Projected growth in domestic bitumen demand  
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From the above, it is observed that if the growth rate in local demand of bitumen exceeds 
16.2% per annum then the maximum available domestic production supply capacity will be 
reached by the end of 2010.  This will then necessitate further investment in refining 
processing capacity to cope with any increase in demand.  The above assumes that short-
term spikes in demand are minimized through extending working periods and increasing 
customer storage capacity in order to improve productivity.  
 
Long-term domestic availability (2011 to 2016) 
 
Based on the more recent trends in bitumen demand experienced prior to 2006, industry 
suggests it would be reasonable to assume that the growth in the local demand for bitumen in 
the post 2010 period would possibly be closely linked to and follow the growth in GDP over 
this period.  GDP growth is targeted to be at least 6% annually between 2010 and 2014161 
 
However, the demand for bitumen will only continue to grow beyond 2010 if Government 
embarks on a programme of ongoing road maintenance to preserve the asset value of the 
road network.  Understanderably the demand up to 2010 will be driven largely by the need to 
meet the infrastructure needs for hosting the 2010 FIFA Soccer World Cup, however, if proper 
life cycle planning is done in terms of the Government’s Immovable Asset Management Bill 
[GIAMA] then it would be realistic to expect that there will be an ongoing increase in demand 
for bitumen albeit at say a lower rate.  In the latter case this will require a further investment in 
bitumen distillation, blending and dispatch facilities at all the refineries to cope with longer-
term demand.  
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Source: Sabita, SUDEO IBC 

Figure 45: Bitumen projected impact of demand growth on supply (2006-2016) 

 
From the figure above, if we assume an annual average bitumen demand growth rate of 
16.2% between 2007 and 2010, the maximum capacity limit on domestic availability 
(domestic availability is total production less committed exports) of bitumen will be reached in 
2010.  If, however, the bitumen demand growth rate during this period is lower, the limit will 
be breached post 2010.  For the period 2010 to 2016, if we assume an annual average 
growth in bitumen demand of 6% (which is in accordance with Asgisa projections) and 
exports are reduced, we note that total domestic bitumen production capacity will be 
breached early in 2014.  Should the industry, however, continue with exports during this 
period then, investment in refining capacity is an imperative from 2010 onwards. 
 

                                                 
161 The Presidency., 2006: Asgi-SA Overview, p 2 



Research Report for the Infrastructure Inputs Sector Strategy – CONFIDENTIAL 
 

    170

5.11.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Scheduling of shutdowns 
 
The close proximity of the planned refinery shutdowns does not bode well for the supply of 
bitumen as these shutdowns often over run their scheduled start up date due to unforeseen 
problems and could lead to shortages in bitumen. 
 
Refineries should consider spreading their shutdowns over the year to avoid the latter 
situation from occurring.  The refineries should be discouraged from exporting bulk shipments 
of bitumen when another refinery is shutdown and especially if this period also falls during 
high peak demand. 
 
Limited storage and loading capacity 
 
Due to the decline in past volumes there was a concomitant under investment in upgrading 
the bitumen dispatching facilities to enable the refineries to cope with the sudden increase in 
peak demand.  
 
Refineries should be encouraged to take measures to increase the dispatching capacity of 
bitumen to improve the turnaround time of road tankers at refineries. 
 
Loading of bulk bitumen into ships 
 
Loading of bulk bitumen into a ship at the wharf places a high demand on the road transport 
and refinery resources due to the short period allowed for loading.  
 
The erection of a bulk storage tank at the wharf would reduce the peak demand as the stocks 
level of the wharf-side tank can be built up over a longer period thus alleviating congestion of 
road tankers during loading and free up existing storage tankage at the refinery. 
 
Legislative concerns 
 
All the crude oil refineries in South Africa are primarily designed and built to produce fuels. 
Thus any legislation concerning cleaner fuels could impact negatively on the production of 
bitumen mainly through placing restrictions on the overall refinery processing capacity.  
 
The logical measure would be to look at means of streamlining the operations pertaining to 
the exporting bitumen to minimise the impact on local supply, especially to offshore locations 
before we increase our investment in expanding bitumen-refining capacity.  There are a 
limited number of refineries in the world whose primary function is to produce bitumen but the 
economies of scale in South Africa do not warrant an investment in a dedicated bitumen 
refinery. South Africa only consumes about 0.25% of the world’s bitumen and the distance 
from large markets would make the country uncompetitive as an exporter of bitumen.  
    
NATREF Production rationalisation 
 
At the moment NATREF manufactures bitumen at the expense of manufacturing fuel and are 
thus obliged to import any shortfalls in fuels whilst continuing to produce bitumen.  It is 
uncertain how long the shareholders of NATREF will continue to do so, and there is a 
possibility that NATREF could reduce the amount of bitumen it manufactures and focus on 
optimising its fuel production.  This would mitigate the need to make further investments to 
increase NATRF’s fuel production capacity, but will lead to a reduction in bitumen availability. 
 
Should this occur, the Durban refineries would have to substantially increase their bitumen 
production capacity to supply any shortfall in demand in the inland market. 
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5.11.4 Impact of Imports and Exports 
 
Importing of bitumen 
 
The local road building industry has evolved around handling bitumen in hot bulk.  Thus, for 
the shortfall in supply to be supplemented by importing hot bulk bitumen, an investment in 
dock side bulk tankage would be required, however, it is doubtful that suitable sites exist at 
the country’s ports.  Furthermore the erection of such a facility would require a substantial 
investment and it is also doubtful that such an investment would be viable given that it would 
only be utilised when ever there was a shortage in South Africa as the landed cost of 
imported bitumen would be more expensive than locally produced product.   
 
The likely sources of such bitumen would be from the Middle East where South Africa 
sources its crude oil supply.  The cost of shipping and handling hot bitumen exceeds that for 
importing crude oil, and the imported bitumen would have to comply with specifications that 
are unique to South African conditions and could thus attract a premium in price.  
 
Exporting of bitumen 
 
The neighbouring countries of South Africa are to a large degree dependent on South African 
refineries to supply their bitumen needs.  Bitumen could be imported to these territories from 
alternative sources albeit at a higher landed cost and in the case of land locked countries like 
Lesotho, Swaziland and Botswana, it would be impractical from a logistical point of view. 
Many South African companies operate in these countries and have relied on work from these 
territories in the past to sustain their business operations.  Neighbouring countries with 
harbours can be serviced by imports of bitumen by container, drums or bulk if they erect 
wharf side tankage.  
 
The export of bitumen to the Indian Oceans Islands is normally negotiated as part of a long-
term supply contract, however the projected demand (and potential local shortages) for 
bitumen over the medium term and beyond may necessitate the cessation of long term 
contracts by all Oil Companies, should investment in additional capacity not take place.  
 
 
5.11.5 Investment in Capacity Expansion 
 
Additional investment in domestic capacity may not be required in the medium term, provided 
that exports remain at current levels and domestic bitumen demand grows at a maximum 
annual average rate of 16.2% between 2007 and 2010, given that the total domestic refining 
capacity (currently at a surplus of 253kt/pa) could accommodate these demand levels.  
Should there be increased exports, reduced production output (due to unforeseen 
circumstances) and increased domestic demand during this period then additional bitumen 
production capacity will be required, in preference over costly imports. 
 
In the long-term, 2011 to 2016 (at least) there will be a need for additional bitumen distillation, 
blending and dispatch facilities at all the refineries to cope with longer-term demand.  
 
 
5.11.6 Summary and Conclusion 
 
There are 4 oil refineries that produce bitumen from refined crude oil residue.  SAPREF, 
Engen and Chevron are configured to produce bitumen on a continuous basis, whereas 
NATREF only manufactures bitumen by dedicating the refinery to a bitumen mode at the 
expense of manufacturing fuels. 
 
Domestic and export bitumen sales in 2006 were 308kt and 164kt respectively, with 
approximately 90% of local sales arising from Government demand for road and runway 
projects.   
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Monthly bitumen consumption is affected by seasonal climatic conditions, Government 
financial year-end and the annual construction shutdown.  Export sales are mainly to SADC 
countries and the Indian Ocean Islands. 
 
Bitumen imports are costly due to the need for handling bitumen in hot bulk, and requires 
additional investment in dockside tankage and support logistics.  Supply is likely to be from 
the Middle East and will attract premium prices given the specification requirements from local 
refineries. 
 
Supply challenges affecting domestic bitumen availability include: scheduling of shutdowns, 
limited storage and loading capacity, “cleaner fuels” legislative concerns and the potential 
future product rationalization of NATREF’s operations (to produce fuel only rather than 
bitumen periodically). 
 
Domestic availability over the next 12months is expected to lead to a shortfall of 
approximately 20kt, due to unforeseen supply problems at SAPREF and NATREF, coupled 
with planned plant shutdowns.  The 4 refineries have a potential total bitumen processing 
capacity of 725kt/y (assuming there is sufficient storage capacity and loading facilities in place 
to dispatch bitumen) and there may therefore not be a need for expansion over the medium 
term from 2007 to 2010 as there is spare capacity of 253kt/y, provided the annual average 
domestic growth of bitumen over this period does not exceed 16.2%.   
 
Over the long term there will be a need for further investment in bitumen distillation, blending 
and dispatch facilities at all refineries together with the improved optimization of surplus 
production capacity for bitumen exports without impacting negatively on local supply, to cope 
with demand primarily from Government infrastructure projects. 
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5.12 Capital Equipment (Yellow Metal) 
 
The content of this sub-section has been derived from consultation with and contributions 
from the South African Capital Equipment Export Council (SACEEC).  The overall PPI 
increase between 12/2004 and 12/2006 was 14%.  Civil Engineering plant (capital equipment) 
PPI162 has increased 10% between 2004 and 2006. 
 
 
5.12.1 Overview of the Construction Yellow Metal Industry 
  
Domestically the industry has traditionally been cyclical promoted by periods of activity and 
inactivity in infrastructure development.  The demand for construction yellow metal equipment 
internationally has been driven primarily by high GDP growth in India and China; with reduced 
levels of demand in North America resulting is some spare global capacity.   
 

Region/Country 
Percentage 2005 2006 2007 

USA1 3.2 3.3 2.7 

Asia2 9.0 8.7 8.6 

China2 10.2 10.0 10.0 

India2 8.5 8.3 7.3 

Africa2 5.4 5.4 5.9 

1. Consensus Forecast, January 2007 

2. IMF, World Economic Outlook, September 2006 

 
Source: 2007 Budget Review163 

Table 99: Annual percentage change in GDP, selected regions/countries (2005-2007) 

 
Globally there is a major shortage of tyres and locally, foundries and skills present the 
greatest bottlenecks.  Industry has observed that in South Africa there seems to be a 
preference for imported products over support for local products.    
 
5.12.2 Projected Domestic Availability 
  
Projected domestic availability of construction yellow metal equipment groups have been 
based on production (which includes OE, SKD and CKD based production) including imports 
(all FBU) and excluding exports (all FBU).  The focus of the projections is on earthmoving 
equipment (ADT, TLB and FEL), draglines/buckets and construction equipment (dumpers, 
concrete mixers and plate compactors) and the assumptions surrounding these projections 
are briefly discussed below: 
 
Production assumptions 
 
The projections have been formulated on the basis that there is a need for sustained levels of 
demand rather than erratic periods of growth followed by troughs of inactivity, given that 
capital equipment requires returns.  Industry has also assumed that there will be no major 
local downturns as was experienced in 1998/1999 and that relevant supply side measures will 
be in place coupled by the judicious use of foreign Export Credit by the Department of Public 
Works favouring imports for equipment and turnkey projects and promoted by a greater 
understanding of the multiplier effect from domestically produced capital goods.  The impact 
of increasing cheaper imports from eastern countries is also applying pressure on domestic 
production – especially dumpers. 

                                                 
162 Statistics South Africa, www.statssa.gov.za 
163 National Treasury., 2007: Budget Review, p 24 



Research Report for the Infrastructure Inputs Sector Strategy – CONFIDENTIAL 
 

    174

Import assumptions 
 
The downturn in the North American market has resulted in a relatively relaxed supply 
situation, however certain specialized equipment continues to have long lead times.   
 
The projections have therefore taken cognisance of current increased access to imports, 
which is dependent on the stability of the exchange rate and could see a reduction in imports 
should the Rand weaken significantly, driven primarily through the availability of export credit 
finance and other incentives to exporters to South Africa.  The local producers are engaged in 
plans to increase local production capacity, but are also forced to import certain cheaper 
eastern products to keep up with opposition trends and to maintain market share. 
 
Export assumptions 
 
A steady growth pattern has been assumed for exports with no significant growth trends 
expected in Africa.  Export performance will continue to be driven by the levels of Government 
support and the availability and rates of Export Credit finance (for working capital and pre-
shipment finance requirements) available to local producers and global customers.   
 
 

 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 
 
Earthmoving Vehicles (units) 
 

ADT  850 920 990 1060 1130 1130 1130 1130 1130 1130 1130 

TLB  
 

2300 2500 2700 2900 3200 2900 2900 2900 2900 2900 2900 

FEL  900 950 1000 1050 1050 1100 1100 1100 1100 1100 1100 
 
Draglines/Buckets (units) 
 
Draglines 
/buckets 20 20 20 20 20 20 20 20 20 20 20 

 
Construction Equipment (units) 
 

Dumpers 24 76 92 97 107 97 97 97 97 97 97 

Concrete 
Mixers 1171 2120 2490 2760 2770 2770 2770 2770 2770 2770 2770 

Plate 
Compactors 1160 1295 1504 1655 1855 1855 1855 1855 1855 1855 1855 

 
Source: SACEEC 

Table 100: Estimated Capital Equipment projected domestic availability (2006-2016) 

 
From the above it is noted that the projections for draglines/buckets are expected to be stable 
over the forecast period, however this stability will be achieved through increasing local 
production from 15 units in 2006 to 35 units in 2011, diminishing imports from 15 units in 2006 
to 5 units in 2011, and increasing exports from 10 units in 2006 to 20 units in 2011.     
 
Domestic availability of ADT’s and FEL’s are expected to remain relatively stable over the 
forecast period, with domestic availability of ADT’s driven primarily by local production (168% 
of domestic availability in 2006) and complemented by imports (49% of domestic availability in 
2006), with exports accounting for 118% of domestic availability in 2006.  (Refer to the figure 
below) 
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TLB’s are projected to maintain an annual average growth of 6.8% between 2006 and 2010, 
driven primarily by construction related activities surrounding the 2010 FIFA Soccer World 
CupTM before retracting to 2900 units per annum from 2011 onwards.   
 
This increase is expected to be achieved through local capacity expansion.  Imports of TLB’s, 
however, contribute significantly to domestic availability (82.6% in 2006) compared to 
domestic production (20% of domestic availability in 2006) with exports account for 2.2% of 
domestic availability in 2006.    
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Source: SACEEC 

Figure 46: Earthmoving vehicles domestic availability projections (2006-2016) 

 
Similar to TLB’s, the domestic availability of FEL’s are expected to be driven largely by 
imports (81% of domestic availability in 2006) complemented by local production (20% of 
domestic availability in 2006). 
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Source: SACEEC 

Figure 47: Construction equipment (dumpers) domestic availability projections (2006-2016) 

 
A sharp increase of 317% in the domestic availability of Dumpers, driven by imports, is 
expected between 2006 and 2007.  Thereafter further average annual growth of 12.1% is 
anticipated between 2007 and 2010. 
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The domestic availability of concrete mixers (see figure below) has been driven primarily by 
domestic production (95% of domestic availability in 2006) complemented by imports (0.3% of 
domestic availability in 2006).  This trend is expected to continue with the local company 
increasing production, which will account for the average annual growth rate of 15.9% 
between 2006 and 2009. 
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Source: SACEEC 

Figure 48: Concrete mixers and Plate compactors domestic availability projections (2006-2016) 

 
Fully built-up production of plate compactors accounted for 103% of domestic availability in 
2006, with imports and exports each contributing 2.6% and 3.9% respectively towards 
domestic availability.  This trend biased toward domestic production is expected to continue 
as the domestic availability of plate compactors experiences an annual average growth rate of 
12.5% between 2006 and 2010.  
 
 
5.12.3 Supply Challenges, Sensitivities, Dependencies and possible Interventions 
 
Material inputs 
 
Industry has indicated that tyre, steel (certain steel types) and casting/forgings shortages 
have led to increased production lead times, with increasing steel prices leading to cost 
escalations. 
 
Improved planning and forecasting over the medium to long-term, through effective 
communication of demand requirements, has been suggested to minimize the impact of 
lengthy lead times. 
 
Skills inputs 
 
The technical skills shortage and availability of millwrights to engineers is impacting on 
business growth within the industry. 
 
Skills initiatives (such as the SEIFSA programme) need to be implemented and synchronized 
with other national skills initiatives.  Consideration should also be given to further deductions 
for training and employing entry level workers similar to the 150% research and development 
allowance.  
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Financial inputs 
 
The high cost of working capital, coupled with the cost of and access to finance (given that 
there are no EXIM facilities, nor low interest pre-shipment finance) presents prohibitive 
barriers to production capacity growth linked to exports. 
 
There is a need for the development of financial products that could compete with the low 
cost loans that exporters to South Africa are able to access.   
 
Industry sustainability 
 
The prevalent situation of increasing imports, of sometimes inferior quality equipment, by third 
party traders, places pressure on the domestic producers to also engage in imports of 
selected products in an effort to maintain market share.  This increasing trend towards 
imports tends to replace domestic capacity, which is ultimately difficult to recreate.  It would 
therefore appear that industry sustainability could thus only be maintained through the 
attainment of economies of scale derived from aggressive import substitution 
 
There needs to be some level of concerted consideration favouring a level of import 
protection (perhaps over a defined period) for new locally manufactured products, and the 
leveraging of tariffs and anti-dumping duties.  Overall, the local manufacturers have indicated 
that there needs to be a strong momentum in South Africa to encourage the purchase of 
South African produced capital equipment products.  Government also needs to target high 
growth developing countries and markets for export promotion rather than the tradition focus 
on low growth first world markets.  
 
 
5.12.4 Impact of Imports 
 
Levels of imports of capital equipment (by value) are probably at 85% (SACEEC) currently and 
the trend favouring imports is likely to increase in the absence of some kind of support 
relating to manufacturing competitiveness.  Imports are primarily originating from Europe and 
Asia, with some capital equipment being sourced from the Americas.  The competitive nature 
of the domestic market continues to lead to local producers being forced to cut back on 
domestic production of specific products given that the same products are entering the local 
market via competitors at reduced prices.   
 
In the short term the impact of imports may lead to improved product prices for customers, 
however, in the medium to long term, this trend will ultimately lead to the gradual phasing out 
of domestic production in favour of imports.  This trend has concerned domestic producers 
that have invested in local production facilities, since it affects the viability and continued 
existence of the industry and the associated social consequences.  
 
 
5.12.5 Investment in Capacity Expansion 
 
Africa’s demand for mining and construction capital equipment products is less than 2% of the 
world market.  An added constraint is the relatively poorly developed supplier base.  To attract 
investment in the form of a multinational to add real value in South Africa would require 
globally competitive incentives (enshrined within an effective industrial policy and customised 
sector programme) to also compensate for the spatial and economic disadvantages (distance 
from component suppliers, distance to markets and relatively high finance costs). 
    
The investment potential for domestic capital equipment expansion is high, but it requires 
sustainable commitment given the associated investment risks (above), thus, in the absence 
of the international investment, reliance has to be on existing South African producers of 
locally designed, developed and manufactured products.  Production is labour intensive and 
would thus have high direct and indirect job creation potential.   
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Ultimately investment by industry will be driven by economies of scale, with strong demand 
from the domestic market supplemented by exports, which would ensure high volume low 
cost production.  The current domestic demand volumes and the barriers associated with 
component sourcing, finance and access to skills present a challenging outlook relating to 
future investment.            
 
 
5.12.6 Summary and Conclusion 
 
The overall PPI increase between 12/2004 and 12/2006 was 14%.  Civil Engineering plant 
(capital equipment) PPI164 has increased 10% between 2004 and 2006.  Demand for mass 
(escavators as opposed to niche trucks) yellow metal equipment internationally has been 
driven by growth and infrastructure development in India and China with reduced demand in 
North America.  Supply challenges facing the local industry include shortages relating to 
material inputs, skills inputs and access to competitive EXIM and pre-shipment financial 
products.   
 
The increasing trend of imports also affects the sustainability of domestic production, job 
retention and job creation.  Investment, local value add and job creation potential is high, 
however these will be dependant on economies of scale driven low cost production, 
complemented by globally competitive capital equipment sector industrial incentives and 
reasonable working capital financing costs.   
 
Domestic availability has been projected under the assumption that there will be sustained 
levels of demand in South Africa complemented by relatively reasonable access to imported 
products.  Domestic availability of all categories of capital equipment that have been 
analysed, including earthmoving equipment, draglines/buckets and construction equipment, 
indicate an increasing trend from 2006 to 2010 and stabilizing thereafter.  The estimated 
increased demand could provide a unique window of opportunity for the creation of a 
sustainable and viable local capital equipment industry. 
 
Industry has indicated that the domestic availability of ADT’s, draglines/buckets, concrete 
mixers and plate compactors will be biased toward local production, whereas TLB’s, FEL’s 
and dumpers will continue to be more dependent on imports.  Industry has not raised any 
concerns relating to the domestic availability of capital equipment (yellow metal), and it would 
appear that whatever cannot be sourced in South Africa will be imported and this is likely to 
be very product specific.   

 
 
 
 
 
 
 
 
 
 
 
 
                                                 
164 Statistics South Africa, www.statssa.gov.za 
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5.13 Road Transportation 
 
This section focuses on the impact of transportation services on infrastructure inputs, given 
that the efficient and effective movement of infrastructure inputs (especially materials) will 
influence the potential for infrastructure projects to be completed on time.  No specific 
transportation services data pertaining to the infrastructure inputs sector is currently available 
in South Africa, and in the absence of sector specific data, general transportation services 
data has been researched and presented to broadly describe the circumstances under which 
transportation services are provided and the specific issues and challenges surrounding these 
services.  This section also includes contributions through consultation with the Road Freight 
Association (RFA) and the Rail Road Association (RRA). 
 
 
5.13.1 Background 
 
The success of the infrastructure growth challenges in South Africa will be dependent on the 
ability of the logistics infrastructure and in particular transportation to cope with demands 
placed on it.  Some of the transportation challenges include the cost of transportation; the 
mode of transportation; the available carrier capacity or the lack thereof to move the 
increasing quantum of domestically produced and imported products; the impact of 
congestion in metropolitan areas and through high density corridors and the impact of specific 
considerations that will influence freight movements in future, particular before, during and 
after the 2010 FIFA World CupTM.   
 
All of these considerations, will impact on the transportation cost, quality and delivery of 
infrastructure inputs from ports and production facilities to desired warehouse, distribution and 
construction sites and are briefly described below to provide and highlight the complexity of 
this critical enabler. 
 
Structural inefficiency  
 
Currently the gap between road and rail corridor freight transport is increasing and thus 
further compounding structural inefficiencies and rigidities.  While rail focuses on reversing 
historic declining (between 1997 and 2003) trends, growth in tonnage available for 
transportation is still captured by road165. 
 
In its 2005 Second Annual State of Logistics Survey for South Africa, the CSIR has also 
identified that the just-in-time philosophy has prompted logistics professionals to shift freight 
from rail to road to166: 
 

• Capitalise on speed and its contribution to carrying cost efficiency; 
• Ensure punctual delivery (according to contract); 
• Improve through-put efficiency by eliminating double handling; and 
• Reduce pilferage, breakages and losses 

 
From a macro economic perspective South Africa’s production and imports required the 
movement of about 830mt in 2004, and incurred a total cost of R130billion to transport this 
tonnage.  45% (376mt) was for manufacturing, 49% (402mt) for mining and 6% (53mt) for 
agriculture167.   
 
Infrastructure inputs are part of these sectors, given the presence of steel, cement, glass and 
plastic production etc. in manufacturing, aggregate sand and stone in mining and timber in 
agriculture. 

                                                 
165 CSIR., 2005: Second Annual State of Logistics Survey for South Africa, p 4 
166 CSIR., 2005: Second Annual State of Logistics Survey for South Africa, p 11 
167 CSIR., 2005: Second Annual State of Logistics Survey for South Africa, p 14 
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Total logistics cost was found to comprise transportation costs; storage and ports costs; 
management, administration and profits; and inventory carrying cost, however the largest cost 
component was transportation at R130billion, which represented 62.2% of the total logistics 
cost of R209billion (15.2% of GDP) in 2004168. 
  
The CSIR has also indicated that the 830mt of transported production and imports in 2004, 
however, actually translates to an effective 1,239mt (representing a double counting of up to 
12%) of goods moved due to double handling on movements within certain metropolitan 
areas, rural areas and on certain corridors. 
 
 
 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 

Source: CSIR Second Annual State of Logistics Survey for South Africa 2005 

Figure 49: South African Land Freight Transport Market Share (2003 and 2004) 

 
From the figure above, most of the land freight transport is through road transportation rather 
than rail, with the highest concentration of road freight transportation occurring internally in 
metropolitan areas (48%) followed by rural areas (22%) and primary corridors (13%).  This 
trend was consistent for 2003 and 2004.  The high level of metropolitan road freight 
movement is also a key contributor to heavy vehicle congestion on metropolitan roads.   
 
Road corridors accounted for the largest transportation movement of products with 92billion 
tonkms in 2003 and 105billion tonkms in 2004.  This represents the largest increase of 14.1% 
in road corridor transportation movement, which indicates that more products were being 
moved through high density road corridors than through rail corridors (excluding dedicated 
iron-ore and coal export lines), given that the transportation movement through rail corridors 
remained constant at 41billion tonkm in 2003 and 41billion tonkm in 2004.  
 
The gap between road and rail corridor transport thus widened even further between 2003 
and 2004, thereby further compounding the structural inefficiency in the economy, with the 
market share of road increasing to 75% in 2004169.    
 
 
 
 

                                                 
168 CSIR., 2005: Second Annual State of Logistics Survey for South Africa, p 15 
169 CSIR., 2005: Second Annual State of Logistics Survey for South Africa, p 19 
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Relative Cost of Road Transportation  
 
As noted above, road freight transportation has captured significant market share of land 
transportation from rail, which has also promoted the growth of rail-freight movement by road.  
The perceived cost and benefits of moving significant freight by road are however 
unsustainable, given that the additional high road transportation volume is causing gradual 
and on some high density routes rapid deterioration of the country’s road system while further 
contributing significantly to heavy vehicle traffic volumes and increasing traffic congestion.  
These factors in combination ultimately affect overall freight movement performance, since 
they impact on critical success factors of service quality, cost and delivery, which are also 
important considerations for significant infrastructure projects that are being implemented 
within constrained timeframe and budget parameters. 
 
The growth of the hyper-competitive road freight industry has also seen the emergence of 
numerous opportunistic small-scale operators facing significant cost pressures and narrow 
operating margins, which may favour clients (including the infrastructure inputs sector) in the 
short-term, but which are ultimately unsustainable in the medium to long term.  In an effort to 
maintain an operations presence many operators have thus resorted to delaying vehicle 
maintenance, overworking staff, overloading vehicles and damaging roads170.  The 
competitive operating environment has also seen many large operators placing increased 
emphasis on reducing transportation costs which have been achieved through fleet 
management systems, improved vehicle fuel efficiencies and increased fleet utilisation.  This 
has led to relatively reduced road transportation cost structures, however one needs to 
question if these cost structures include the associated cost implications of these operations 
on the road infrastructure, environment and society and what possible impact there would be 
if it did? 
 
The National Freight Logistics Strategy171 indicates that currently heavy vehicle operators are 
not paying the corresponding cost of damaging the road network, hence prices appear 
cheaper than is the case.  In addition to this heavy vehicle accidents as a result of increased 
heavy vehicle traffic are incurring a high cost to the fiscus and communities, and are also not 
included in the current road freight transport cost structures.  Environmental impact costs, 
resulting from cargo spillages and emissions are also not factored in.  It is therefore apparent 
that should these be incorporated into the cost of land transportation on a user pays basis, to 
offset the actual impact of increased road freight transportation and some of its adverse 
consequences, the cost structure of road freight transportation could change significantly, 
further driving out marginal operators in the process. 
 
This presents certain opportunities and threats to the infrastructure inputs sector, as it could 
see a resultant cost increase for the use of road transportation in the future which will need to 
be realistically assessed to determine the level of risk this could potentially present, however, 
the situation also creates further opportunities for the sector to consolidate the movement of 
its products through rail.  This will require further interactions with relevant stakeholders to 
ensure the availability of adequate rail capacity, in combination with sufficient inbound and 
outbound inter-modal (road and rail) interfaces at nodal points.   
   
 
Transportation Corridors172  
 
South Africa has 7 primary corridors that dominate the region.  The most strategic of these to 
the movement of infrastructure input materials are the Gauteng – Durban and Gauteng – 
Cape Town corridors.  Transportation movement analysis (2003) of major infrastructure input 
materials indicated that the dominant commodities on the: Gauteng – Durban corridor were 
stone quarrying, limestone and fuel and petroleum products; Gauteng – Cape Town corridor 

                                                 
170 Department of Transport., 2004: National Freight Logistics Strategy, p 7 
171 Department of Transport., 2004: National Freight Logistics Strategy, p 15,16 
172 Adapted from: Department of Transport., 2004: National Freight Logistics Strategy, p 26,27 
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to East London were chemicals, wood and wood products; and the Gauteng – Cape Town 
corridor to Port Elisabeth were chemicals, iron, steel and ferro-alloys.  Infrastructure materials 
movement, is however transient and thus dependent on levels of infrastructure development 
and exports.  In the current environment and for the foreseeable future, it is expected that 
most of the infrastructure inputs will be consumed domestically, given the high levels of 
domestic demand.  This may lead to changes in the transportation movement patterns, which 
could place significant strain on these high-density corridors of limited capacity, and would 
thus require some level of monitoring.  
 
The Gauteng – Durban corridor reached a capacity of 54mt in 2004 (which is close to the 
57mt capacity projected for 2020, 16 years ahead of projections) and is expected to have 
grown by 38% by 2020, with 80% of the products destined for Durban being for local 
consumption.  This situation presents some serious concerns relating to the movement of 
infrastructure inputs, however it is envisaged that through Spoornet’s recapitalisation 
programme much of this high density freight will be moved back onto rail to ease congestion 
and favour shorter transportation turnaround times, provided that challenges at inter-modal 
interfaces (transportation nodes) are also dealt with.  These include appropriate inter-modal 
interfaces (such as rail road interfaces), modern infrastructure facilities and security at 
transportation nodes. 
 
 
Distribution Centres 
 
According to the National Freight Logistics Strategy distribution centres, which are privately 
owned, are dislocated from transport interchanges, which make it difficult for integration into 
the road transport system, and the current lack of integrated planning, particularly in spatial 
development planning and design result in the facilities being developed in such a manner 
that they contribute to congestion and costs, including costs faced by workers travelling to 
and from such facilities.  This is a critical consideration for infrastructure inputs material 
stockists and logistics service providers, given that further consideration for future facilities 
expansion needs to mitigate against the adverse and sometimes unintended consequences 
as highlighted in the National Freight Logistics Strategy. 
 
 
Special Considerations 
 
The 2010 FIFA World CupTM will present certain unique challenges to the movement of freight 
in South Africa.  The Department of Transport has developed an action plan173 for 2010 and 
has indicated that: “freight volumes travelling by all modes will have to be suppressed during 
the period (of the 2010 FIFA World CupTM) to prioritise the use of road and air infrastructure 
for passenger transport.  Both the standard background volume of freight as well as volumes 
to accommodate increased hospitality demand will have to be accommodated in the shoulder 
periods before and after the 2010 FIFA World CupTM”.  This is expected to have a 
considerable impact on warehousing and other methods of materials storage, and additionally 
operating hours of freight services are likely to be significantly affected.  
  
In 2010, several large infrastructure projects will still be ongoing (including Eskom’s Ingula 
pumped storage facility, new coal fired power stations and transmission lines; Transnet’s 
recapitalisation programme; national roads infrastructure; Gautrain; the rapid increase in 
housing construction to 625,000 houses annually and DWAF’s dam infrastructure projects) 
and will require substantial infrastructure input materials.  This will require careful 
coordination, advance bulk order placement and sufficient storage facilities to ensure 
minimum infrastructure project disruption during the period leading up to, during and after the 
2010 FIFA World CupTM, given that land (most relevant to infrastructure inputs materials) 
freight movement during this period will be somewhat limited.   
 
                                                 
173 Department of Transport., 2006: Transport Action Plan for 2010, p 36 
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Local and International Road Transportation Supply Trends 
 
According to the RFA, the road freight / logistics supply consists of national trunking and 
linehaul, local and regional distribution, breakbulk consolidation and closed circuit distribution.  
The road freight industry is also growing significantly, with an expected 6-7% annual growth 
rate, alongside a projected annual cement demand growth rate of 4-5%. 
 
The RFA has also emphasized that the inefficiencies of rail has led to road as a preferred 
mode of transportation, resulting in a 10% growth in cement transportation by road in 2006, 
with a 7% growth predicted for 2007, 6% in 2008 and 5% thereafter, with these projections 
based on the increased tonnage from the use of road in favour of rail, the slight decline in 
residential development and the increase in commercial buildings and infrastructure 
development. 
 
As discussed above, if commercial road transport operators are made to pay for infrastructure 
user costs, as has been proposed by Government, then the cost of road transport would 
escalate dramatically.  The RRA has indicated that in the United States, as an example, 
Government has made a decision to limit vehicle sizes to a gross weight of 36 tons and while 
larger vehicles may be allowed to operate on certain routes, they are charged accordingly for 
road usage. 
 
On the international scene, road transport in general is under severe and growing pressure 
because of road deterioration, congestion, pollution and uncertain and increasingly expensive 
fuel supplies.  For these reasons, governments are generally promoting alternative transport 
modes for long-haul traffic.  In the United States in particular, intermodal (or multi-modal) 
transport link-ups are being promoted.  Many road operators have started to use railway 
services for the long-haul leg by utilizing various “Piggyback” systems in which the road-trailer 
or entire road-rig and trailer is driven on special flat rail cars.   
 
 
5.13.2 Road Transportation – Current Domestic Availability 
 

e-NaTIS – Categories of Construction Operation 
(Vehicles in units) 

 
e-NaTIS174 Vehicle 
Categories 

Building and 
Materials Earth Removal Road Building Grand Total 

 
Heavy Load 
(GVM>3500kg,  
not to draw) 
 

 
1614 

 
240 

 
247 

 
2101 

Heavy Load 
(GVM>3500kg, 
equipped to draw) 
 

1899 260 324 2483 

Light Load 
(GVM<3500kg) 
 

1680 36 306 2022 

Special Vehicle 
 

1091 1901 1527 4519 

Unknown 
 
Total 

15 
 

6299 
 

2 
 

2439 

18 
 

2422 

35 
 

11160 

 
Source: Department of Transport e-NATIS 

Table 101:  Number of vehicles operating in the Construction Sector (May 2007) 

                                                 
174 e-NaTIS : Electronic National Transport Information System 
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Almost 56% of the total vehicles registered on e-NaTIS under the listed categories of 
Construction Operation (Building and Materials, Earth Removal and Road Buildings) are 
registered under the Building and Materials category.  Of these, the most predominant vehicle 
type is heavy load vehicles with a GVM (gross vehicle mass) greater than 3500kg and 
equipped to draw.   
 
Earth removal and road building vehicles primarily comprise special vehicles, which make up 
78% and 63% of these respective categories. 
 

e-NaTIS – Categories of Construction Operation 
Figures outside brackets represent vehicle units 

Figures in brackets represent combined carrying capacity (tons) 
Figures in italics represent average vehicle carrying capacity tonnages 

 
e-NaTIS Vehicle 
Categories 

Building and 
Materials Earth Removal Road Buildings Grand Total 

 
Heavy Load 
(GVM>3500kg,  
not to draw) 
 

 
1572 (18226) 

11.6tons 

 
230 (3950) 

17tons 

 
228 (2696) 
11.8tons 

 
2030(24872) 

12.2tons 

Heavy Load 
(GVM>3500kg, 
equipped to draw) 
 

1847 (20450) 
11.1tons 

247 (4003) 
16.2tons 

315 (3851) 
12.2tons 

2409 (28304) 
11.7tons 

Light Load 
(GVM<3500kg) 
 

1510 (1666) 
1.1tons 

29 (40) 
1.4tons 

242 (286) 
1.2tons 

1781 (1992) 
1.1tons 

 
 

Special Vehicle  
 

302 (2001) 
6.6tons 

443 (3911) 
8.8tons 

 

445 (2572) 
5.8tons 

1190 (8484) 
7.1tons 

 
Unknown 
 
 
Total 
 

12 (15) 
1.3tons 

 
5243 (42358) 

8.1tons 
 

1 (3) 
3tons 

 
950 (11907) 

12.5tons 

15 (54) 
3.6tons 

 
1245 (9459) 

7.6tons 

28 (72) 
2.6tons 

 
7438 (63724) 

8.6tons 

 
Source: Department of Transport e-NATIS 

Table 102: Combined carrying capacity of vehicles in the Construction Sector (May 2007) 

 
According to e-NaTIS administration, the carrying capacities of all construction operation 
vehicles are not specified on e-NaTIS.  The carrying capacity information is only listed for 
7,438 vehicles out of the total 11,160 vehicles (indicated on the previous table).  The carrying 
capacity has thus only been specified for the 7,438 vehicles in the table above next to the 
number of units represented. 
 
Vehicles categorised under building and materials have the largest carrying capacity at 42kt 
for 5,243 vehicles, with the cumulative carrying capacity for the dominant vehicle types of 
Heavy load (GVM greater that 3500kg) ‘not to draw’ and ‘equipped to draw’ at 18kt and 20kt 
respectively.  It is also apparent that the average vehicle carrying capacities for the dominant 
vehicle categories for Building and Materials are between 11t and 12t.   
 
Earth removal vehicles carrying capacity are almost equally divided between Heavy load (not 
to draw), Heavy load (equipped to draw) and Special vehicles, and have the largest average 
carrying capacity per vehicle unit (compared to all other analysed categories) at 17t and 16.2t 
for heavy load vehicles ‘not to draw’ and ‘equipped to draw’ respectively.   
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5.13.3 Road transportation supply challenges, dependencies and potential solutions 
 
Construction specific challenges include: 

 
• The inability of cargo owners to predict infrastructure input transportation requirements 

and to proactively plan accordingly 
• Availability of infrastructure inputs (products and materials) 
• Delays at construction sites 
• High accident rates due to the number of trips required to ensure load requirements are 

satisfied 
• High maintenance costs since construction sites damage vehicles 
• High insurance rates given that the construction industry is considered high risk, with a 

high accident rate 
• High capital costs for vehicle procurement such as bulk tankers for cement etc. 
• Low transportation rates to operators, which in turn affect the viability of operations 
• Transport contracts are also short-term and run on average for a maximum of 5 years, 

with operators tendering for business.  The short-term nature of this competitive industry 
therefore makes it difficult to plan future capital expansion, as there is no guarantee that 
contracts will be renewed 

 
Other considerations also contribute to the challenges experienced by the road freight 
industry.  These include: 
 
• Increasing traffic congestion, which result in sub-optimal turnaround times 
• Deteriorating road infrastructure which contributes to increased maintenance costs (20%), 

tyre costs (50%) and operator costs for fuel and toll fees 
• The reduction in weighbridge tolerances has had the unintended consequence of unequal 

load distribution and weather condition factors contributing to operators being categorised 
as operating overloaded vehicles.  Bribery and corruption along the weighbridge routes 
are also rife.  In addition different tolerances between provinces, further complicate the 
vehicle loading threshold 

• Increased prime interest lending rates that create barriers to vehicle fleet re-capitalisation.  
Access to vehicle asset finance for vehicles operating on cross border routes is 
particularly difficult and due to high-risk levels banks will not readily finance cross-border 
operators 

• Increased vehicle hijacking, with the requirement for vehicle recovery systems  
• HIV/AIDS challenges is contributing to the loss of over 3,000 employees annually 
• Insufficient suitably qualified and experienced drivers and a reducing pool of professional 

drivers are contributing to reduced additions to the current skills pool.  The industry is also 
unable to attract new entrant drivers.  There is also a shortage of driver training 
instructors 

• Increasing demand over peak periods 
• Inadequate safe truck stops and parking facilities  
• The lack of law enforcement 
• Fraudulent licences and professional drivers permits PrDPs 
• Increasing / unstable fuel price is contributing to increasing operating costs 
• Long order lead times from vehicle suppliers 
• Slow transformation, partly due to access to finance (given the perceived risk of the 

industry), and inexperienced SMMEs 
 
Some of the possible solutions identified by industry include: 
 
• The availability of data regarding infrastructure projects and infrastructure inputs to enable 

transportation operators to plan for expected loads and determine the magnitude of 
available work 



Research Report for the Infrastructure Inputs Sector Strategy – CONFIDENTIAL 
 

    186

• Quicker turnaround at sites that would reduce the number of vehicles on the road (the 
construction industry could be required to offload within an hour, failing which standing 
charges would be imposed) 

• Improved roads infrastructure through increased preventative road maintenance 
• More consultation with the private sector before legislation is implemented to understand 

the impact, cost and practicality 
• HIV/AIDS support, including additional support from Government and the promulgation of 

the HIV/AIDS Agreement which requires employers and employees to contribute levies to 
a fund that would allow for the distribution of HIV/AIDS related treatment 

• Training and development programmes, including learnerships and mentorship 
programmes to address the skills shortage  

• The development of adequate, suitable and safe facilities for truck stops  
• A driver strategy, such as the comprehensive driver strategy that the RFA has developed 

to address the issue of driver training 
• The establishment of a national driver training academy for the training of new drivers as 

well as instructors 
• Visible law enforcement, and increased enforcement for vehicles that transport dangerous 

goods particularly aimed at vehicles carrying dangerous goods without displaying the 
requisite warning signs 

• A review of the drivers license procedure to ensure no fraudulently issued licenses 
• A review of the PrDP issuing process especially regarding dangerous goods (DGP) and 

to ensure that an actual training certificate issued by an accredited training facility is 
submitted when applying for a DGP PrDP.  The review should also consider the merits 
and impact of lowering the current 25 years minimum age limit 

• Tax incentives for in-house driver training  
• The establishment of fixed term guaranteed contracts  
• Tax incentives for capital investments 
 
 
5.13.4 Investment in Road Transportation Capacity Expansion 
 
Industry has expressed concerns regarding further investment in increasing fleet sizes, 
indicating that the potential for road freight vehicle investment would be informed by the 
availability of work and the sustainability thereof, since an increased asset base ultimately 
translates to increased operating risk.  Investment in additional vehicles will translate to job 
creation, and the number of jobs depends on the number of vehicles in operation. For every 
ten drivers employed, two admin staff is also needed. 
 
5.13.5 Summary and Conclusion 
 
The success of South Africa’s infrastructure growth challenges will be dependent on the 
ability of the logistics infrastructure and in particular transportation to cope with demands 
placed on it.   
 
Freight has been increasingly moved from rail to road due to speed, reliability, reduced 
double handling and reduced pilferage, breakages and losses, however this trend further 
entrenches structural inefficiencies, road deterioration and heavy vehicle traffic congestion 
that are unsustainable over the long term. 
 
Currently road freight costs are competitive to rail in relation to the services and benefits 
offered, however, should Government decide to implement a user pays system, to recover 
costs associated with road damages, environmental and social (accident) costs, road freight 
costs could increase substantially.   
 
Transportation corridors are increasing in road freight density, especially the Gauteng – 
Durban and Gauteng – Cape Town corridors and would need to be monitored regarding the 
movement of infrastructure inputs.  Freight movements along these corridors will need to 
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move to rail within the medium to long-term, however this will be dependant on Spoornet’s 
transformation and recapitalisation plan and the availability of appropriate inter-modal 
interfaces, modern infrastructure facilities and security at transportation nodes.   
 
Freight volumes travelling by all modes will also have to be suppressed during the period of 
the 2010 FIFA World CupTM and are expected to have a considerable impact on warehousing, 
materials storage systems and operating hours, that could adversely affected ongoing Eskom, 
Transnet, roads infrastructure, Gautrain, housing and dam infrastructure projects, if proactive 
plans are not developed and implemented. 
 
Internationally road transportation is under exceeding pressure because of road deterioration 
congestion, pollution and expensive fuel supplies, with the US having moved to the user pays 
system for large commercial vehicles (over 36 tons). In South Africa, the road freight industry 
continues to grow significantly with projections for a 6-7% annual growth rate.  Infrastructure 
inputs, such as cement, are also being moved to road resulting in a 10% annual growth rate 
in 2006. 
 
Several generic challenges affect the road freight industry including: congestion, poor road 
infrastructure, inconsistent weighbridge tolerances and thresholds, access to vehicle asset 
finance, hijacking, HIV/AIDs, shortages of experienced drivers, inadequate and unsafe 
roadside rest and parking facilities, and operating conditions.  From a construction 
perspective, the road freight industry have sited specific challenges relating to: the lack of 
information on infrastructure projects and materials movement to inform operations planning 
and capacity expansion, delays at construction sites, vehicle damage at construction sites (a 
high risk environment), high insurance costs and low transport rates for operators engaged in 
this environment. 
 
The road freight industry has expressed concerns regarding further investment in increasing 
fleet sizes, indicating that the potential for road freight vehicle investment would be informed 
by the availability of work and the sustainability thereof, since an increased asset base 
ultimately translates to increased operating risk.   
 
There are therefore several challenges that seem to plague the road transportation industry, 
which currently provides an important service for the movement of infrastructure inputs.  An 
urgent need therefore exists for the collection of accurate information surrounding the 
movement of infrastructure inputs to inform an integrated logistics strategy for the 
infrastructure inputs sector.  What is abundantly evident however, is the urgent need for a 
cost effective and reliable rail transportation service through Spoornet’s accelerated 
transformation and recapitalisation plan to move certain “rail-friendly” cargo back onto rail. 
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5.14 Skills  
 
5.14.1 Background 
 
The skills shortage supported by empirical evidence has been well acknowledged by 
Government and Industry.  Moving forward, the skills deficit appears to be on a path where 
demand will continue to outstrip supply given the substantial growth in infrastructure 
investment and the growth trajectory of South Africa.  From the introductory macro-economic 
analysis (Section 3 above), infrastructure project rollout is expected to intensify over the 
medium term and beyond, even though all projects that have been announced by 
Government and the private sector may not materialise, due to rising costs, availability of 
infrastructure inputs and skills shortages. 
 
Sources of Skills Demand 
 
From the infrastructure investment analysis (Section 3 above) there is likely to be a step 
change in private sector projects from the announced projects in 2005 and 2006, however, 
not all of these projects will materialise.  This step change will result in additional skills 
requirements (the precise nature of which is beyond the scope of this study). 
 
Analysis of Government projects (Sections 3 and 4 above), suggest a significant number of 
small projects (by value) for Provincial Education, Health and Roads and Municipal and DPW 
related projects.  This would require more skills, spread over several projects, rather than a 
concentration of skills in fewer large clustered projects.   
 
Public Corporations are expected to rollout a limited number of large projects (Sections 3 and 
4 above), however these projects will also experience some level of overlap (i.e.: the Medupi 
power station and Project Bravo, which are Eskom’s largest infrastructure investments, are 
expected to be constructed simultaneously).   
 
It was also observed in Section 4 that several concurrent large-scale projects will be rolled out 
including 5 new stadiums, Gautrain, national roads, airport infrastructure etc., with some 
projects not having the benefit of lengthy lead times given the target of 2009 for all stadium, 
Gautrain and ACSA related projects, in preparation for the Confederation’s Cup, which places 
further pressure on the available skills pool.  From the analysis of the skills projections in 
Section 4 the skills requirements will however, be in the order of magnitude of 10’s for 
management and engineers per large project and in the order of 100’s for artisans, with the 
exception of Eskom that requires approximately 2,000 artisans for its Medupi power station 
and Project Bravo respectively. 
 
Demand Projections 
 
The cidb, also conducted an investigation into skills demand from future infrastructure 
investment, and concluded that the growth in overall infrastructure investment (private sector, 
general Government and public corporations) is likely to be approximately 10-15% annually 
over the next 5 years175.  The investigation assessed the skills requirements of different 
project types including building, minerals processing, bulk earthworks, roads and storm-water 
and water and sanitation and concluded that if these sectors were to grow at 10% annually, 
then the demand for management, supervisory and engineering personnel would require an 
additional two hundred over a five year period, and the demand for key artisans would require 
between 2,000 to 3,000 over the same period176.  These estimates, however, appear to be 
conservative when compared to the skills projections analysed in Section 4.   

                                                 
175 cidb., 2006: Skills for Infrastructure Delivery in South Africa: The challenge of restoring the skills 
pipeline, December 2006, cidb, p 2 
176 Merrifield. A., 2006: Demand for skills: An analysis of the proposed infrastructure spending 
programme, September 2006, cidb, p 39 
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Skills Demand from the Civil Engineering Industry 
 
The skills demand in the civil engineering industry is closely correlated with turnover, and thus 
increased employment expectations are in line with the civil engineering confidence index (a 
measure of confidence, optimism and pessimism of the general business outlook amongst 
companies within the civil engineering industry).  In December 2006, the confidence index 
indicated a bullish increase of 15.37% during 2006 to 98177 out of 100, thereby expressing 
extreme optimism by participants in the future outlook prospects for the industry. 
 
SAFCEC also indicated that the average annual employment within the civil engineering 
industry increased 7.12% during the year ending December 2006 to 107,000 employees, 
which was 13% higher than the average employment for 2005 and that for every million Rand 
spent, 5.24 direct job opportunities and 5.57 indirect job opportunities are created, which 
translates to 12,000 direct and 12,700 indirect jobs in downstream sectors178. 
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Source: SAFCEC (State of the Civil Industry: 1st Quarter 2007) 

Figure 50: Increase/Decrease of staff in the Civil Engineering Industry 

 
An opinion survey conducted by SAFCEC also revealed that the majority (96%) of 
respondents (managing directors) indicated that a skills crisis does exist, to the extent that it 
takes longer to source skilled workers179. 
 
This surge in demand is, however also resulting in additional skills premiums in an effort to 
retain skilled personnel, since the industry believes that there is no substitute to retaining and 
protecting current human resources and attracting new skilled entrants than increasing salary 
levels.  SAFCEC have indicated that anecdotal evidence suggests that industry is incurring 
premiums of 30% to retain people. 
 
Nature of the challenge 
 
The cidb180 describes that there are short-term and medium-term skills challenges: 
 
In the short-term there is a need to source particular expertise to ensure the rollout of 
infrastructure projects.  This expertise includes scarce (skills that are in short supply, but 
which could be obtained through short-term targeted training such as artisan skills) and 
critical (high level skills which requires up to 10 to 20 years of experience in certain 

                                                 
177 SAFCEC., 2007: State of the Civil Industry, March 2007, p 5  
178 SAFCEC., 2007: State of the Civil Industry, March 2007, p 6 
179 SAFCEC., 2007: State of the Civil Industry, March 2007, p 7 
180 cidb., 2006: Skills for Infrastructure Delivery in South Africa: The challenge of restoring the skills 
pipeline, December 2006, cidb, p 3,4 
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management and engineering professions) skills.  Over the medium-term the challenge would 
be to restore or replace the skills pipeline, to ensure the sustainable development of skills, 
over and above short-term interventions.  
 
In order to improve delivery capacity, the cidb also suggests the packaging of projects into 
multi-year contracts to maximise available skills inputs and the standardisation of 
procurement documentation. 
 
 
5.14.2 Skills Supply 
 
Skills supply is a complex issue that requires specific targeted interventions, which will assist 
toward accomplishing the desired objective to ensure an adequate supply of relevant skills as 
a growth enabler.  To explore the issues surrounding skills supply, it is therefore appropriate 
to understand the dynamics of the current skills pipeline and where specific interventions 
could be implemented to ensure incremental success over the short to medium term.  This 
has been explored by the cidb and is briefly discussed below.  Thereafter specific 
interventions, by the public and private sector, to increase the skills supply are unpacked.  
These include JIPSA’s interventions and programme of action to increase the supply of 
artisans by 50,000 in 4 years and to increase the output of Engineers by 1,000.   
 
The mechanics of these interventions are by no means simple, given that a number of 
systemic issues will also need to be addressed to ensure their respective successful 
implementation.  It is also important to note that given the huge need for skills (ranging from 
professional critical skills to artisan scarce skills) that South Africa’s approach to skills is 
currently in a state of flux, and such levels of critical introspection could thus only assist to 
change the way the nation chooses to ensure sustainable skills development into the future. 
 
The skills supply pipeline181 
 
According to the cidb, the skills pipeline challenges are influenced by education, training and 
the workplace environment, and the challenge is not merely to equip new entrants with skills, 
but to ensure they gain appropriate workplace experience to consolidate their craft, 
supervisory and professional capabilities.   
 
Currently training and skills development in the construction and engineering sector are 
provided through three major pathways: learnerships, further education and higher education 
and training.  Systemic challenges to the skills supply pipeline have however impacted on 
productivity and quality of outputs including: 
 

• Input issues (national pass rate in mathematics and the attractiveness of the 
construction sector as a career choice) 

 
• Institutional issues (alignment between theoretical training and apprenticeships) 

 
• Quality and relevance (especially with respect to Learnerships and FET colleges, 

throughput rates of quality learners entering construction and engineering 
programmes; and accreditation and recognition alignment of qualifications between 
industry and academic institutions) 

 
• Experiential learning (limited opportunities for learners to gain experiential learning, 

short course durations at FET colleges to facilitate meaningful learning and CETA 
financial challenges have resulted in the inability of legitimate contractors to access 
fund to support learnerships) 

 

                                                 
181 cidb., 2006: Skills for Infrastructure Delivery in South Africa: The challenge of restoring the skills 
pipeline, December 2006, cidb, p 6-9 
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5.14.3 Specific interventions  
 
JIPSA programme of action to increase the supply of artisans by 50,000 in 4 years182 
 
In recognition of the need for well-qualified, competent and experienced artisans, JIPSA 
initiated a programme of action to increase the supply of artisans by 50,000 in 4 years.  This 
target was based on the Department of Labour’s published Master Scarce Skills List 
(September 2006), which estimated artisan shortage in the order of 40,000, however this 
estimation excluded public sector construction projects and it was thereafter suggested by 
JIPSA that the figure would most probably be in the region of 45,000 (projected as a best 
case scenario - refer to the table below) to 50,000 artisans.   
 
As the best case, the JIPSA initiative will minimise the projected skills deficit, however 
according to the JIPSA projections, there will still be a skills deficit by 2012. 
 

 Best Case Worst Case 

Supply Side 
  

Current Resource Volume183  134,000 134,000 
Current Pipelines 7,000 4,000 
Annual Attrition 9,380 13,400 
Net Effect by 2012 – current trends -11,900 -47,000 
Net Effect by 2012 – with JIPSA initiatives 33,100 -32,000 
Resource Volume by 2012 – current trends 122,100 87,000 
Resource Volume by 2012 – with JIPSA initiatives 167,100 102,000 
   
Demand Side   
State Owned Enterprise increased demand 8,500 8,500 
Supplier increased demand 54,000 54,000 
Total demand 196,500 196,500 
   
Surplus / Deficit   
Surplus / Deficit at current trends -74,400 -109,500 
Surplus / Deficit with JIPSA initiatives -29,400 -94,500 
   
Assumptions:   
All existing skills are fully utilised 
Aggregation of data into the broad occupational category may result in distortions 
Best Case attrition is estimated at 7%   
Worst Case attrition is estimated at 10%   

 
Source: JIPSA (March 2007) 

Table 103: Potential impact of the JIPSA initiative on Artisan Skills Supply 

 
South Africa currently produces approximately 5,000 artisans annually and predictions are 
that approximately 10,000 artisans are also likely to exit the system, primarily due to 
retirement. 
 
The target of 50,000 therefore takes into account the 5,000 annual additions to the artisan 
skills pool, thus representing a net increase of effectively 30,000 artisans over the 4-year 
period.  To achieve the target of an additional 30,000 artisans, JIPSA has proposed the 
increased enrolment in engineering related artisan training programmes on an annual basis, 
with the doubling of enrolments in year 1 (7,500) followed by a doubling again in year 2 
(15,000) and so on.  This is hoped to yield the result that an additional 30,000 artisans qualify 
in 4 years. 

                                                 
182 Adapted from - JIPSA., 2006: Increasing the Supply of artisans by 50,000 in 4 years: A JIPSA 
Programme of Action 
183 JIPSA (March 2007) has estimated the total resource volume of artisans at 134,000, which is based 
on the 1995 StatsSA Manpower Survey 
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Coupled with the additional enrolments is the need to also develop institutional capacity to 
train and assess, hence JIPSA has proposed the incremental approach of doubling in year 2 
to allow for these enablers to be in place. 
 
To ensure the accomplishment of the initiative, the following critical success factors are 
currently being addressed: 
 

• Formal acceptance and agreement on the exact requirements for each of the 16 
priority trades which includes: Automotive electrician, boilermaker, carpenter and 
joiner, diesel mechanic, earth moving equipment mechanic, electrician (light), 
electrician (heavy), fitter, fitter and turner, instrument mechanician, millwright, motor 
mechanic, sheetmetal trades worker, shutterhand and steel fixers, toolmakers and 
patternmakers and welders 

 
• Agreement and alignment between training pathways.  Currently an artisan 

qualification could be attained through the traditional apprenticeship route, the 
learnership route or the FET system, however neither of these routes provides all the 
knowledge, applied learning and workplace learning that is required. To address this 
JIPSA has recommended that a common recognition platform be established, which 
will also seek to remove confusion around the legitimacy of different routes and 
promote a conducive environment in support of increasing the supply of artisans to 
the labour market 

 
• Recognition and support for proven employer led interventions, as these will 

contribute to minimising the impact of current artisan shortages.  To this end, JIPSA 
has proposed that private sector initiatives be identified and funds mobilised from the 
National Treasury discretionary funds, National skills fund, Sector education and 
training funds and private sector contributions to overcome challenges 

 
• Development of a business plan to embrace the tangible issues, objectives and 

challenges regarding resource allocation and deployment, implementation timeframes 
and performance targets etc. for the effective rollout and implementation of the 
programme 

 
 
JIPSA programme of action to increase the supply of engineers, built environment 
professionals, technologists and technicians184 
 
Through recognition of the skills shortages in the managerial, professional, technological and 
technical fields, JIPSA has also researched and developed a set of initiatives to increase the 
supply of Engineers, Built Environment Professionals, Technologists and Technicians 
(EBEPTTs).  These specific interventions are briefly discussed below and include plans to 
increase throughput and to improve the process from graduation to professional registration: 
 
(i) Increasing the throughput of EBEPTTs 
 
Currently approximately 1,400 engineers and 800 built environment professionals graduate 
from South African Universities annually, and about 2,300 engineering and 850 built 
environment technologists and technicians graduate from Universities of Technology 
annually.   
 
In light of these throughput numbers, JIPSA has thus proposed that by focusing on improving 
the throughput of those currently within the system, that the quantum of EBEPTTs could be 
increased by at least 1,000 in the next few years. 

                                                 
184 Adapted from – JIPSA., 2006: Increasing the supply of Engineers and Built Environment 
Professionals, Technologists and Technicians – A JIPSA Proposal 
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 Technicians Technologists Engineers 
 Best Case Worst Case Best Case Worst Case Best Case Worst Case 

Supply Side 
      

Current Resource Volume  28,000 28,000 3,800 3,800 28,000 28,000 
Current Pipelines 2,500 1,250 430 215 1,500 639 
Annual Attrition 1,960 2,800 266 380 2,800 4,760 
Net Effect by 2012 – current trends -3,100 -13,550 820 -825 -6,500 -20,605 
Net Effect by 2012 – with JIPSA  1,900 -7,300 4,470 -740 -1,500 -16,300 
Resource Volume 2012 – current trends 24,900 14,450 4,620 2,975 21,500 7,395 
Resource Volume 2012 – JIPSA  29,900 20,700 8,270 3,060 26,500 11,700 
       
Demand Side       
SOE increased demand - - 4,200 4,200 3,100 3,100 
Supplier increased demand 32,300 32,300 650 650 18,200 18,200 
Total demand 60,300 60,300 8,650 8,650 49,300 49,300 
       
Surplus / Deficit       
Surplus / Deficit at current trends -35,400 -45,850 -4,030 -5,675 -27,800 -41,905 
Surplus / Deficit with JIPSA initiatives -30,400 -39,600 -380 -5,590 -22,800 -37,600 
       
Assumptions:       

• Current Resource Volumes are based on ECSA registrations and other research, however it is not known how many of the registered 
engineers and technologists are actually working in the South African industry 

• All existing skills are fully utilised 
• Aggregation of data into the broad occupational categories may result in distortions 
• Best Case attrition is estimated at 7% for technicians and technologists and 10% for engineers 
• Worst Case attrition is estimated at 10% for technicians and technologists and 17% for engineers 

 
Source: JIPSA (March 2007) 

Table 104: JIPSA initiative impact on Technicians, Technologists and Engineers Skills Supply 

 
Although the JIPSA focussed interventions will reduce the technician, technologist and 
engineering skills deficit somewhat, there will still be a significant projected shortage in 2012 
especially for technicians (30,400) and engineers (22,800) under the best-case scenario. 
 
These focused interventions include: 
 

• Improved selection through the use of procedures that also measure aptitude and 
motivation for these courses 

 
• Academic support to address identified gaps and shortcomings in secondary 

education 
 

• Academic development to focus on improving the teaching methodology and course 
content for all students to improve outputs 

 
• Pre-entry support to give potential students exposure to their future professions 

 
Apart from these interventions, additional support may be required to improve the enabling 
environment in support of the planned increase in throughput.  These would include: 
 

• Infrastructure investment in laboratories and computers  
• Staff capacity  
• Student bursaries including additional support and mentoring 
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(ii) Graduation to Professional Registration 
 
This process is of significant importance to ensure the professional development of qualified 
graduates in the shortest possible timeframe.  JIPSA accordingly proposed a candidature 
programme, which would include a combination of the following activities over a 3-year 
period: 
 

• Workplace experience to promote understanding of the entire project cycle 
 
• Technical training through: specialist lectures, group workplace workshops, 

computer based training 
 
• Management training 
 
• Business and life skills coaching 
 
• Mentorship and supervision provided by active retirees, which could be tapped for 

the appropriate skills and knowledge coaching 
 
 
Industry Interventions 
 
The construction industry has also implemented various policies and strategies to develop 
capacity and retain critical and scarce skills as an important enabler to take advantage of the 
infrastructure development boom.  Some of the specific initiatives of the major listed 
construction companies are briefly discussed below:   
 
Aveng185 recognised the need to invest in human capital through skills development 
programmes and bursaries, augmented by appropriate mentorship training with a specific 
focus on disadvantageous groups, however, despite these interventions, Avenge still 
concedes that “there is a serious shortage of suitably trained and experienced personnel of all 
population and gender groups”.  Aveng also explained that “this is not only a local 
phenomenon and is apparent in (the construction) industry worldwide, (and that) additionally, 
a relatively inflexible labour market, low productivity and the serious impact of the HIV/AIDs 
pandemic create additional areas of risk”. 
 
Murray and Roberts186 has indicated that “the greatest human capital challenge lies not so 
much in basic skills, as in strategic and professional leadership … (which) is a global 
challenge”.  This is attributed to infrastructure development being characterised by larger and 
more complex projects requiring more sophisticated leadership talent with the ability to 
manage an increasingly complex and dynamic environment.   
 
To this end Murray and Roberts has adopted a strategy to develop and retain its own 
leadership talent through a comprehensive leadership succession and development process, 
which seeks to define a long term succession planning process to ensure a full and flowing 
pipeline of leadership talent. 
 
From a transformation perspective, Murray and Roberts has also attracted a number of 
historically disadvantaged executives, however, the skills shortage has created challenges in 
the identification, attraction and retention of experienced black executives, engineers and built 
environment professionals187. 
 
 
 
                                                 
185 Aveng., 2006: The Aveng Group Annual Report 2006 – Risk Review, p 75 
186 Murray and Roberts., 2006: Murray & Roberts Annual Report, p 10 
187 Murray and Roberts., 2006: Murray & Roberts Annual Report, p 49 
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In a concerted effort to improve capacity development and to contribute to the Group’s 
medium and long-term needs for qualified staff, Murray and Roberts has sought to actively 
attract and develop young talent to fulfil its human capital and transformation needs.  The 
Group has also established an integrated ‘graduate pipeline’, to supplement the learnerships 
and traineeships offered by its operations.  This pipeline is made up of a tertiary education 
bursary scheme, a graduate development programme and a campus engagement initiative188. 
 
Group Five has also conceded that human resources are a pressing challenge to contract 
execution and that it takes many years to build an experienced talent pool.  Civil engineers 
are seen by Group Five as being key to the process, and to meet the pipeline of contracts 
earmarked over the next five or more years will require at least 50% more graduates every 
year and approximately 5,000 additional practitioners in total189. 
 
In response to the critical skills shortage the company has formed the Group Five Academy, 
which focuses on developing the core competencies of the company’s people, and on 
professionalism, discipline and consistency.  The academy is also expected to be the 
umbrella body for training in the group to cover the entire work chain190.   
 
 
5.14.4 Importing Scarce and Critical skills 
 
The importation of scarce and critical skills is an urgent consideration in areas where there 
are few people with the requisite levels of experience available in South Africa for specific 
capital projects.  This has been the topic of much discussion and careful deliberations 
amongst relevant Government departments and industry stakeholders in an effort to ease 
restraints regarding the importation of necessary skills. 
 
In an announcement on 25 April 2007, the Minister of Home Affairs confirmed the availability 
of 34,825191 quota work permits, in 53 skills categories, for skilled foreigners that are able to 
contribute to the growth of the South African economy in a number of areas that are suffering 
from a shortage of critical skills.   
 
These specific skills were identified jointly with the Ministers of Labour and Trade and 
Industry, and included further inputs from the Presidency (JIPSA) and the Departments of 
Public Enterprises, Science and Technology, Education, and Public Service and 
Administration. 
 
According to the Minister of Home Affairs, the quota work permits now provide employers 
facing skills shortages a massive boost, allowing them to recruit skilled foreigners and in so 
doing to grasp business opportunities, create jobs, and ensure that local employees are 
exposed to colleagues with cutting edge training and experience.  The Minister also 
emphasised that as a result of this strategic intervention that Government is ensuring that 
South Africans gain maximum benefit from this opening up of the economy to those who can 
assist in bridging the gaps as South Africa grows its own skills base in the country. 
 
Under the announced quotas, “foreign professionals with recognised qualifications in their 
fields and a minimum of five years of experience are required to apply to the South African 
embassy or High Commission in their home countries for entry into the local labour market, 
and besides the usual personal documentation, applicants are required to submit a completed 
evaluation of their formal qualification by the South African Qualifications Authority (SAQA), 
and by the relevant professional board or council in those cases where these bodies must 
permit individuals to practice”.   

                                                 
188 Murray and Roberts., 2006: Murray & Roberts Annual Report, p 50 
189 Group Five., 2006: Group Five Annual Report 2006, p 38 
190 Group Five., 2006: Group Five Annual Report 2006, p 64  
191 Department of Home Affairs., 2007: Press Release – Minister Nosiviwe Mapisa-Nqakula announces 
new quota work permits for foreigners with scarce and critical skills, 25 May 2007 



Research Report for the Infrastructure Inputs Sector Strategy – CONFIDENTIAL 
 

    196

The announcement further confirms that: “Successful applicants under the quota system are 
required to find a job in their field of expertise and to report to a Home Affairs office within 90 
days of being issued with the necessary permission to enter the country by a South African 
diplomatic mission.  This remains valid for as long as permit holders are employed within their 
areas of expertise, even if they change jobs.  Permit holders under this system must confirm 
to Home Affairs annually that they continue to work in their designated professions.” 
 
The Department of Home Affairs, in offering this specific relaxation to work permit regulations 
has thus sought to simplify the process and to attract as many skilled people into the 
economy, especially in areas where there are critical skills shortages, as quickly as possible 
and to therefore contribute effectively toward the Asgi-SA initiative insofar as addressing 
specific skills challenges and impediments faced by Government and the private sector. 
 
An overview of the infrastructure related work permit quotas applicable to artisan, technician, 
technologist and engineering skills are presented in the table below: 
 
 

Generic 
Occupation 

Specific professional category / 
Specific occupational class Requirements Applicable 

quota 

Chemical and Materials Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

200 

Civil Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,000 

Structural Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

150 

Electrical and Electronic Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Industrial Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

100 

Mechanical Engineers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

100 

Quality Engineers and Inspectors • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

250 

Manufacturing 
and Construction 
Engineering 
Professionals 

Specialist Pipe Engineering and 
Manufacturing 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Chemists, Analytical Chemists and 
Industrial Chemists 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

100 Natural and 
Physical Science 
Professionals 

Agricultural and forestry Scientists • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Education 
Professionals 

School Teachers 
(Maths, Science, D&T 
specialisations) 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,000 

 
Source: Department of Home Affairs (25 April 2007) 

Table 105: DHA 2007/08 new quota work permits for foreigners with scarce and critical skills (1) 
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Generic 

Occupation 
Specific professional category / 

Specific occupational class Requirements Applicable 
quota 

Civil Engineering Draftspersons, 
Technicians and Technologists 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,500 

Electrical engineering draftspersons 
and technicians 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Electronics Technicians • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

250 

Mechanical engineering 
draughtspersons and technicians 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

250 

Hydraulics and Pneumatics 
Technicians 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

250 

Industrial / Product Development 
Technologists and Testers 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,000 

Building and 
Engineering 
Technicians 

Mechatronics Technicians • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

150 

Manufacturing 
and Process 
Technicians 

Manufacturing Technologists and 
Technicians 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

50 

Sheet metal trades workers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Structural steel and welding trades 
workers (Coded welders) 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,500 

Fabrications 
Engineering 
Trades Workers 

Boilermakers • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Metal fitters and machinists 
(mechanical builders) 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Fitter and Turner • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

500 

Precision metal trades workers and 
toolmakers 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

1,500 

Mechanical 
Engineering 
Trades Workers 

Millwrights and mechatronics trade 
workers 

• Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

800 

Electro-
technology & 
tele-
communication 
trades workers 

Electricians • Registration with relevant professional 
body where applicable. 

• At least 5 years relevant experience 

150 

 
Source: Department of Home Affairs (25 April 2007) 

Table 106: DHA 2007/08 new quota work permits for foreigners with scarce and critical skills (2) 
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5.14.5 Summary and Conclusion 
 
The skills shortage has been well acknowledged by Government and industry, and moving 
forward, the skills deficit appears to be on a path where demand will continue to outstrip 
supply as a result of the substantial growth in infrastructure investment. 
  
The step change in announced (2005 and 2006) private sector projects will result in additional 
skills requirements, the precise nature of which is beyond the scope of this study.  
Government initiated projects also suggest a significant number of small (by value) municipal, 
provincial and national projects that will require more skills spread over several projects rather 
than a concentration of skills in fewer large projects.  Public corporations are expected to 
rollout a limited number of overlapping large projects, in addition to several other concurrent 
stadium, Gautrain, airport, dam, housing and national roads projects, however, the skills 
requirement for each of these projects is expected to be in the order of 10’s for professionals 
and 100’s for artisans, with only Eskom requiring about 2,000 artisans at peak for each of its 
new power-station projects. 
 
Skills demand in the civil engineering industry has led to a rapid increase in employment to 
107,000 employees in 2006 (13% higher than in 2005), further stimulated by strong optimism 
in the future outlook with the sector having recorded a confidence index of 98/100 in 
December 2006, however the industry has indicated that a skills crises does exist to the 
extent that it takes longer to source skilled workers, with the surge in skills demand resulting 
in a 30% premium to retain existing critical staff. 
 
The issue of skills supply is rather complex, requiring several integrated interventions that 
also impact on the skills pipeline.  The cidb, has indicated that certain systemic issues need 
to be addressed including input issues (matric pass rates etc.), institutional issues (alignment 
between theoretical training and apprenticeships), quality and relevance of qualifications and 
experiential learning. 
 
JIPSA has also proposed a programme of action to increase artisan supply by 50,000 in 4 
years and in essence the programme focuses on increasing throughput.  To achieve this, 
several critical success factors are currently being addressed including the formal acceptance 
and agreement on requirements for the 16 priority trades, alignment between training 
pathways, recognition and support for employer led interventions and the development of a 
business plan. Although the initiative will seek to minimise the projected skills deficit, JIPSA 
projections indicate that there will still be a shortage of some 29,400 artisans in 2012. 
 
Given the need for professional skills, JIPSA has also proposed a programme to increase the 
throughput of EBEPTT’s through focused interventions to improve intake selection, provide 
academic support (bridging secondary education shortcomings), providing academic 
development and pre-entry support.  Infrastructure investment, an increase in staff capacity 
and student bursaries also forms part of this holistic package.  JIPSA has also proposed that 
the process from graduation to professional registration needs to be addressed through 
workplace experience and technical, management and business training under mentorship 
and supervision.  The plan will reduce the skills shortage, however JIPSA figures still suggest 
a shortage of 30,400 technicians and 22,800 engineers in 2012 under the best-case scenario. 
 
The construction industry has also recognised the need to secure skilled human resources 
and are implementing strategic plans to identify, educate, train and develop new entrants, in 
addition to proactively developing a long-term pipeline of leadership talent.  Retention of 
scarce and critical skills is also receiving priority attention, as it is a cost effective option. 
 
Notwithstanding the aforementioned interventions by Government and the private sector, 
Government has also recognised the need to import scarce and critical skills as a short-term 
intervention to support South Africa’s developmental agenda, through the relaxation of work 
permit regulations, and has announced the immediate availability of 34,825 quota work 
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permits in 53 skills categories for 2007/08.  Approximately a third of these quota work permits 
will benefit the construction and infrastructure inputs sectors directly and indirectly. 
 
The current skills shortage will thus require an intensive transient strategic approach focusing 
on the importation of scarce and critical skills in the short term coupled with the accelerated 
throughput of graduates, technicians and artisans in the medium term with a strong emphasis 
on experiential learning in conjunction with the private sector and SOE’s.   
 
Government will also need to intervene further, given that the current JIPSA initiatives do not 
seem to be adequate to address the skills deficit, although the initiative does reduce the 
priority skills deficit to a certain extent, and may therefore need to consider facilitating the 
“bridging cost” of skills development in partnership with the private sector over the short to 
medium term against the “risk of escalating skills costs (due to shortages) and delayed critical 
infrastructure projects” over the medium and long term. 
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5.15 Supply-side Conclusion  
 
5.15.1 Infrastructure inputs sensitivities/challenges and domestic capacity 
 
 

Infrastructure 
Inputs 

Infrastructure Inputs 
Sensitivities/Dependencies/Challenges Domestic Capacity/Availability (Supplier perspective) 

Carbon steel 
Production capacity limitations 
Sourcing of available scrap metal inputs 
Predator pricing 

 
Galvanised sheet steel  - from 394kt (2006) to 660kt (2011) 
Light structural sections - from 352kt (2006) to 483kt (2011) 
Reinforcing bar - from 370kt (2006) to 547kt (2011) 
No shortage in Stainless Steel 
(Specific product supply shortages will be met through 
imports) 
 

Stainless 
steel Nickel input pricing 

 
(No shortage in Stainless Steel Flat Products) 
(Specific Long Product supply shortages will be met through 
imports) 
 

Aluminium 

 
Aluminium input pricing 
Cast-house capacity for production of 
extrusion billet 
Distribution 
 

Primary Flat (construction) - from 60kt (2006) to 80kt (2011) 
Extrusion press capacity – from 81kt (2006) to 100kt (2016) 
(No shortages expected) 

Cement 

 
Avaliability of key skills 
Poor service delivery by Spoornet (inbound 
and outbound) 
Eskom’s inability to satisfy consistent power 
demand 
Input cost increases more than PPI (coal, oil, 
electricity etc.) 
EIA approval backlog 
Sustainability of growth demand to drive 
further investment 
Confidence of international investors (group 
companies) 
Financing of new capacity projects 
Growing cost pressures 
 

Capacity - from 14.8mt (2006) to 21.4mt (2011) 
Capacity - from 21.4mt (2011) to possibly 25.4mt (2016) 
(Shortfalls will be met through imports) 

Concrete 
products Input materials (cement and aggregates) 

 
Paving to - from 16 mil m2 (2006) to 19.01 mil m2 (2008) 
Roof tiles – from 205 mil (2006) to 244 mil (2008) 
Mansonry – from 4 bn BEQ (2006) to 4.75 bn BEQ (2008) 
Floor slabs – from 1.6 mil m2 (2006) to 1.9 mil m2 (2008) 
Ret Blocks – from 0.5 mil m2 (2006) to 0.6 mil m2 (2008) 
Infra Prod – from 385kt (2006) to 457kt (2008) 
(No difficulties in production expected) 
 

Ready-mix 
concrete 

 
Raw material inputs (cement, fly ash, 
slagment and aggregate) 
New market entrants – opportunistic and 
impacting on quality 
Traffic congestion 
 

Ready-mix – from 7.92mt (2006) to 15.94mt (2016) 
(No anticipated supply difficulties (only inputs)) 

Clay bricks 

 
Transport input costs 
Raw material inputs (coal) 
Regulatory delays (EIA) 
 

Bricks – from 4.892 bn BEQ (2006) to 6.575 bn BEQ (2016) 
(No anticipated production difficulties) 

 
Source: SUDEO IBC 

Table 107: Consolidated infrastructure inputs sensitivities & domestic availability (2006-2016) –1 
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Infrastructure 

Inputs 
Infrastructure Inputs 

Sensitivities/Dependencies/Challenges Domestic Capacity (Supplier perspective) 

Timber 

 
Plantation yields 
Mill recoveries 
Forest protection 
Excision of state plantations from commercial 
sawlog production 
Tax concessions and incentive schemes 
Afforrestation trends 
Land availability 
Financing 
 

Timber – from 3.8 mil m3 (2007) to 5.2 mil m3 (2016) 
 
(There will be a consistent shortfall between supply and 
projected demand from 38% (2007) to 25% (2016) which will 
need to be imported) 

Float Glass 

 
Distribution costs 
Traffic congestion 
Raw material inputs (Soda Ash, Dolomite and 
Limestone, Silica Sand) 
Unstable power supply 
 

Availability – from 195kt (2006) to 325kt (2016) 
 
(No anticipated supply difficulties) 

Plastic Pipe Cost constraint – impact on product quality 

 
PVC – from 114kt (2006) to 168kt (2016) 
HDPE – from 26.5kt (2006) to 57.6kt (2016) 
(No anticipated supply difficulties) 
 

Aggregate 
and Sand 

 
Poor industry regulation 
Conflicting signals regarding BBBEE 
compliance requirements 
Poor plant maintenance 
 

Capacity  – from 106.4mt (2006) to 134.2mt (2016) 
(No anticipated supply difficulties (provided regulatory issue 
clarified)) 

Bitumen 

 
Scheduling of shutdowns 
Limited storage and loading capacity at 
dispatching facilities 
Legislative concerns (cleaner fuels) 
NATREF potential production rationalisation 
 

Capacity up-to 725ktpa could be reached in 2010 if domestic 
growth in demand exceeds 16.2% p.a.  
(Additions facilities required thereafter) 

Capital 
equipment 

Material inputs (tyres, certain steel types, 
castings and forgings) 
Skills inputs 
Financial inputs (EXIM facilities) 
Industry sustainability (threatened by 
increased imports) 

 
ADT’s – from 850 (2006) to 1130 (2010) 
TLB’s – from 2300 (2006) to 2900 (2009) 
FEL’s – from 900 (2006) to 1100 (2011) 
Dumpers – from 24 (2006) to 107 (2010) 
Concrete mixers – from 1171 (2006) to 2770 (2010) 
Plate compactors – from 1160 (2006) to 1855 (2010) 
 
(TLB’s, FEL’s and Dumpers will be dependent on imports. 
Whatever cannot be sourced locally will be imported) 
 

 
Source: SUDEO IBC 

Table 108: Consolidated infrastructure inputs sensitivities & domestic availability (2006-2016) -2 

 
From the detailed analysis of the infrastructure material inputs, as confirmed in the tables 
above, the most sensitive infrastructure material inputs that could present supply shortages 
are carbon steel products, cement, timber, aggregate and sand, and bitumen.   
 
Industry has also indicated that there are no anticipated production and supply difficulties 
associated with Clay Bricks, Float Glass and Plastic Pipe (PVC), however, these 
infrastructure material categories registered some of the highest percentage PPI increases192 
between 2004 and 2006: Bricks Stock (26%), Bricks Face (23%), Glass for the Building 
Industry – cut to size (15%) and PVC Plastic Pipes (8%).    

                                                 
192 Statistics South Africa, www.statssa.gov.za 
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Infrastructure 

Inputs 
Infrastructure Inputs 

Sensitivities/Dependencies/Challenges Domestic Capacity 

Road 
Transportation 

 
Generic challenges 
Congestion, poor road infrastructure, 
inconsistent weighbridge tolerances and 
thresholds, access to vehicle asset finance, 
hijacking, HIV/AIDs, shortages of experienced 
drivers, inadequate and unsafe roadside rest 
and parking facilities, and operating 
conditions.   
 
Construction specific challenges: 
The lack of information on infrastructure 
projects and materials movement to inform 
operations planning and capacity expansion, 
delays at construction sites, vehicle damage at 
construction sites (a high risk environment), 
high insurance costs and low transport rates 
for operators engaged in this environment 
 
 

e-NaTIS – Construction vehicles combined for Building 
Materials, Earth Removal and Road Building: 
Heavy Load (GVM>3500kg –not to draw): 2101 units 
Heavy Load (GVM>3500kg – equipped to draw): 2483 units 
Light Load (GVM<3500kg): 2022 units 
Special Vehicles: 4519 units 
Unknown vehicle type: 35 units 
 
e-NaTIS – Construction vehicles combined for Building 
Materials, Earth Removal and Road Building: 
Heavy Load (GVM>3500kg –not to draw):  
*2030 units (combined capacity of 24872tons) 
Heavy Load (GVM>3500kg – equipped to draw):  
*2409 units (combined capacity of 28304tons) 
Light Load (GVM<3500kg):  
*1781 units (combined capacity of 1992tons) 
Special Vehicles:  
*1190 units (combined capacity of 8484tons) 
Unknown vehicle type: 35 units 
*28 units (combined capacity of 72tons) 
 

Skills 

 
Skills pipeline systemic challenges: 
Input issues, institutional issues, quality and 
relevance of qualifications, experiential 
learning 
 
JIPSA 50,000 Artisan Supply dependencies: 
Requirement acceptance for 16 priority trades, 
training pathway alignment, recognition of 
employer led interventions, business plan 
 
Increased EBEPTT supply dependencies: 
Intake selection, academic support, academic 
development, pre-entry support, Infrastructure 
investment, increased staffing, provision of 
student bursaries 
 
Short term rollout of quota work permits 
 

 
Artisans from 134,000 to 167,000 (2012)  
(Short fall of 29,400 with JIPSA initiative best case 
scenario)* 
 
Engineers from approx 28,000 to 26,500 (2012) 
(Shortfall of 22,800 with JIPSA initiative best case 
scenario)* 
 
Technologists from approx 3,800 to 8,270 (2012) 
(Shortfall of 380 with JIPSA initiative best case 
scenario)* 
 
Technicians from approx 28,000 to 29,900 (2012) 
(Shortfall of 30,400 with JIPSA initiative best case 
scenario)* 
 
* Shortages in all skills categories with these initiatives 
 
Availability of 34,825 quota work permits in 53 skills 
categories (approx. 13,300 in construction, engineering, 
manufacturing and built environment categories) 
 

 
Source: SUDEO IBC 

Table 109: Consolidated infrastructure inputs sensitivities & domestic availability (2006-2012) -3 

 
Several challenges seem to affect the performance of the road transportation industry, which 
currently provides an important service for the movement of infrastructure inputs.  There is 
therefore an urgent need for a cost effective and reliable rail transportation service through 
Spoornet’s accelerated transformation and recapitalisation plan and the availability of 
appropriate inter-modal interfaces, modern infrastructure facilities and security at 
transportation nodes to move certain “rail-friendly” cargo back onto rail.   
 
Artisan, engineering, technician and technologist skills supply are expected to increase 
through the implementation of JIPSA initiatives (refer to the table above), however these 
supply increases will at best tend to overcome the high levels of attrition in each of these 
categories thus resulting in a lower net skills deficit of varying degrees for each of these 
categories.  In the absence of such initiatives, the shortfalls in each category would be far 
greater. 
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Section 6 – Observations/Considerations 
 
Through the research and consultation processes, the following observations have arisen, 
which would need to be considered, given their potential impact to enhance the demand-side 
(including infrastructure inputs) procurement mechanism or ensure competitive supply-side 
measures.  
 
6.1 Government procurement 
 
Escalating tender prices 
 
Increasing input costs and insufficiently detailed (poorly specified) tender contracts have 
seemingly led to risk premiums being added by contractors resulting in escalating tender 
prices.  These are confirmed in the article below: 
 

 
This emphasises the need for Government to increase its procurement capacity (either 
through internal skills development by attracting relevant competencies to procurement 
offices or through the appointment of specific technical teams) that could improve tender 
specifications and contract guidelines.   
 
Government should also be able to agree to some broad economy of scale cost guidelines to 
standardise the procurement process thereby limiting excessive industry profitability193 and 
the roll-on impact of inflationary pressure on future tenders.   
 
Some of the National Departments have initiated programmes to improve procurement 
processes such as the supplier development initiative, which is being undertaken by the 
Department of Public Enterprises together with Eskom and Transnet to ensure long-term 
improvements in local production capacity194. 
 
The cidb has also initiated various initiatives aimed at improving procurement practice 
through the introduction of the cidb best practice 2010 procurement manual, the development 
of standard tendering and contract documentation adopted in 2005/06 by 13 major public 
                                                 
193 National Labour and Economic Development Institute., 2007: The Construction Sector – An 
analysis of its contribution to economic growth, employment and poverty reduction in SA, March 2007, 
p 70 
194 As confirmed by the Department of Public Enterprises, 2007 

Treasury sounds alarm on 2010 stadium costs 
Source: Business Day 
Author: Linda Ensor (Political Correspondent) 
Posted to the web on: 08 March 2007 
 
… Deputy director-general and head of the 2010 unit in the department Malcolm Simpson told 
Parliament’s finance committee during a briefing that the risk of cost escalations came not only from the 
expected rise in input costs, but also because construction contracts issued by host cities were not 
sufficiently detailed.  As a result, contractors were not able to allocate precise costs to all the 
components of the projects, leaving gaping holes in the cost calculations.  
 
Already costs had risen beyond the norm because of the high level of variable costs — sometimes as 
high as 60% of the total cost — in the tenders issued by host cities.  This uncertainty meant bidders 
had had to build a significant risk premium into their bids, inflating prices.  The constraint on raw 
material supplies could push up prices dramatically while the dominance of the construction industry by 
several large firms could also keep them high, Simpson said. 
 
… The abnormally high level of provisional costs in tenders for the stadiums was of concern as it meant 
tender details were under-specified. Contractors were therefore not able to assign precise costs to all 
the components of the project and had to build in cushions to cover the risk of significant additional 
costs .… Simpson said government would like foreign companies to bid for tenders in order to introduce 
greater competition into the market.  Other risks to the stadium development project were skills 
shortages, especially of project managers, and the likelihood of litigation by failed bidders to contest the 
validity of tender processes….  
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clients including national, provincial, municipal and parastatal, and the training of over 1800 
officials and consultants in new procurement processes195. 
 
As a constructive intervention, there is also a need for a single and uniform broad based 
framework for best practice in infrastructure development and service delivery management 
to address systemic challenges.   
 
The services offered by the National Treasury Technical Assistance Unit (refer to Annexure 
E), could thus be further enhanced and further utilised as a measure to support the public 
sector in its ability to effectively and efficiently execute the commercial and financial closure of 
critical infrastructure projects, with a focus on:  
 

1. Programme and Project Management 
2. Diagnostic Situation analysis 
3. Procurement and  
4. Monitoring and Evaluation 

 
Government capacity challenges as observed by industry are further reflected in the article 
below, emphasising the need for a paradigm shift in procurement practice and a move toward 
design build as a mechanism to improve infrastructure development lead times. 
 
SA's biggest construction firm warns on infrastructure-delivery, World Cup slippages  
Source: Engineering News 
Author: Terence Creamer 
Published: 2007/03/01 
 
Murray and Roberts: “Government has the money and the projects, but they simply do not have the 
capacity to deliver those projects . . . so when we sit down to negotiate there is a massive problem,” 
Flanagan lamented, adding that this reality was making it difficult to reach closure on deals.   
He (Sean Flanagan – Murray and Roberts) was particularly perturbed about the slow decision-making 
surrounding the 68 000-seater R2-billion Green Point stadium, in Cape Town, where a M&R-WBHO 
consortium was the preferred bidder on a project that had to be completed in 34 months“ 
 
SA must move toward design-build 
 
Flanagan said that he also felt that projects had to be conceived differently, proposing that they be 
delivered on a design-build, rather than a construct-only basis.  He said that, the only reason that the 
Gautrain project had gotten off to the flying start it had, was because M&R had full control over the 
design, which enabled it to gear up for the start of construction - including taking on 300 people on risk 
even before commercial closure and long before financial close. 
 
 
6.2 Vertical integration of Construction Companies 
 
Observations 
 
Recent construction industry investments have included a strong appetite for vertical 
integration to secure upstream materials inputs against the backdrop of strong downstream 
demand for construction materials for several large infrastructure projects from the Public and 
Private Sectors.   
 
Naledi196 has indicated that: “Given the soaring materials prices, the vertical integration of the 
largest contracting companies could give Government pause (as) in effect the state was 
paying historically high prices for tenders to contractors who then obtained from affiliated 

                                                 
195 cidb., 2006: cidb Annual Report 2005/06, p 4 
196 National Labour and Economic Development Institute., 2007: The Construction Sector – An 
analysis of its contribution to economic growth, employment and poverty reduction in SA, March 2007, 
p 52 
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companies materials that were also going up in price”.  It has also been found that by the mid 
2000’s, materials-producing subsidiaries (of large construction companies) were generally 
more profitable that the actual contracting business and for the largest construction 
companies (Aveng and Murray and Roberts), production of inputs accounted for some two 
fifths of their turnover and the bulk of their profits in 2006197.   
 
Construction companies have also sought to mitigate cyclical risks associated with the 
industry by providing several key services that not only complement the service offerings, but 
also provide a turnkey solution thereby enabling infrastructure projects to follow the design-
build process.  Avenge198 confirms this approach and indicates that: “large South African 
groups are not only contractors in the traditional sense, but increasingly extend their activities 
across the value chain to provide project development, building material supply and 
mechanical, electrical and mining contracting services to their clients.” 
 
The impetus for vertical integration seems grounded in the need for construction companies 
to increase levels of self-sufficiency through improving feedstock supply security.  
Improvements to operational flexibility and efficiencies (for material processing, fabrication 
and installation) are further stimuli for the emergence of these opportunistic investment 
approaches. 
 
The potential risks surrounding this new wave of vertical integration (acquisitions of material 
suppliers by construction companies) could however result in diminished open market 
availability of materials (some of which are in limited available supply relative to ever 
increasing market demand) to projects not linked to the acquirers business (ie: tendered 
contracts).   
 
This level of control over materials supply could thus (potentially) adversely affect projects 
unrelated to the acquires’ business, as there would be a greater incentive to utilize materials 
for their own contracts as a priority and to potentially enter into off-take agreements for 
surplus materials at premium prices (given the situation of limited material supply in certain 
input material sub-sectors and ever increasing demand). 
 
Group Five on the acquisition trail to bolster building-materials portfolio  
Source: Engineering News 
Author: Mathew Hill 
Published: 2007/02/16 
 
JSE-listed construction and engineering firm Group Five was keen on snapping up “two or three” more 
quarrying and aggregate businesses, in the near future, which was shortly after it announced that it 
would acquire quarrying and ready-mix firm Quarry Cats, in November, CEO designate Mike Upton said 
on Friday. 
 
Group Five was looking to spend “a couple of hundred million rands” to this end, and now was the time 
to buy, …“The opportunity to make these acquisitions is now, but we are going to be responsible about 
it,” Upton stressed.  “We are looking to invest in our supply chain,” Upton stated.  “It makes sense,” he 
said. “It enhances our margins and our cash flow.”  Further, Upton highlighted that such acquisitions 
would expand Group Five's product range.  “All in all, its good business,” noted Upton. 
 
Currently, the South African construction industry is experiencing a significant boom period, and 
suppliers are struggling to keep pace with demand. 
 
The complete implications of vertical integration acquisitions by dominant construction 
companies (through the precedent of using market share as the primary determinant), risks 
and opportunities of the above, in relation to the current (and projected future) increase in 
Private and Public Sector infrastructure spend, however, may need to be thoroughly 
                                                 
197 National Labour and Economic Development Institute., 2007: The Construction Sector – An 
analysis of its contribution to economic growth, employment and poverty reduction in SA, March 2007, 
p 53 
198 Avenge., 2006: Avenge Annual Report, p 34 
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evaluated to ensure a fair, accessible and competitive market environment for construction 
materials inputs, which stimulates competition, investment and sustainability to deliver on the 
numerous infrastructure projects.   
 
 
6.3 Shift in focus 
 
With the recent infrastructure construction boom, construction companies appear to be 
shifting their focus to the more lucrative infrastructure development tendered contracts (which 
favour better revenues streams and profitability) rather than residential (housing) construction, 
which is also expected to experience reduced growth levels199 in the medium term primarily 
resulting from recent interest rate increases.  
 
This “trend” is also confirmed by Group Five below: 
 
Group Five on the acquisition trail to bolster building-materials portfolio  
Source: Engineering News 
Author: Mathew Hill 
Published: 2007/02/16 
 
…. Lomas (outgoing Group Five CEO) also reported that Group Five was swinging the firm's focus from 
housing construction to infrastructure development.  It (Group Five) was also focusing on improving its 
operating margins, and Upton (Group Five CEO designate) believed that the group would be able to 
achieve a 5% margin in the near future…. 
 
 
6.4 Contracting Capacity 
 
Government infrastructure projects including the construction of new stadiums, power 
stations, rail and port facilities etc. does provide profitable opportunities for large contractors 
that are however in limited supply.  These, according to the cidb, include grade 7, 8 and 9 
contractors that are faced with skills challenges to execute these infrastructure projects.  As 
indicated previously, an opinion survey conducted by SAFCEC also revealed that the majority 
(96%) of respondents (managing directors) indicated that a skills crisis does exist, to the 
extent that it takes longer to source skilled workers200.   
 
Apart from skills challenges, contracting capacity challenges could potentially result in project 
delays, deteriorating quality and possibly even deteriorating health and safety standards.  The 
challenge, however also presents unique opportunities for the sector to consolidate scarce 
resources and develop contracting economies of scale, which will encourage efficiency, skills 
transfer and above all ensure adherence to prescribed standards.  The cidb is promoting 
contractor development, however further work in this regard needs to be supported by the 
relevant stakeholders to ensure adequate capacity and reach of such programmes to achieve 
mandated targets. 
 
 
6.5 Environmental Impact Assessments (EIA) 
 
Backlogs and delays in the EIA process are seen to be contributing to delayed supply-side 
capacity expansions and investments, with the Cement and Clay Brick Industries raising 
concerns relating to the EIA process 
 
In both instances, industry have not requested that compliance standards for protecting the 
environment be reduced, but rather that approval processes be streamlined to accelerate the 
implementation process from planning a plant to actual construction.   
 

                                                 
199 Avenge., 2006: Avenge Annual Report, p 32 
200 SAFCEC., 2007: State of the Civil Industry, March 2007, p 7 
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Some of the identified delays in the EIA process are as a result of systemic weaknesses201 
including: 
 

1. Delegation of initial decision making to provincial officials, many of whom do not have 
adequate support or training 

 
2. The requirement that most medium-sized approvals be reviewed by the national 

department, thus leading to duplication 
 

3. Absence of clear guidelines on the information required for the assessment 
 
There is therefore a need to optimise the EIA business process and further increase official 
capacity, without compromising on the strategic value of the EIA process and its outcomes.   
 
 
6.6 Downstream challenges 
 
According the metals sector (steel and aluminium), a challenge for the delivery of 
infrastructure projects will be a shortage of metal sector fabricators and the shortage of 
artisan skills.  To address this, further accelerated training is required through interventions 
from the Public and Private sectors respectively.   
 
Additionally Government and the private sector should seriously consider smoothing out the 
implementation of large projects to ensure a sustained level of activity over a long period 
rather than intensive bursts of activity.  Supplier development is a critical success factor to 
promote the entry and development of new emerging entrepreneurs, particularly those that 
will benefit previously disadvantaged communities and provide a stimulus for sustainable job 
creation. 
 
 
6.7 Information access 
 
The fragmentation of the construction industry, combined with the poor availability of 
consolidated information, further compounds the understanding of the complexity of the 
current growth in construction.  There is a need for improved collation and diffusion of 
construction and, as has been observed through the study, infrastructure related information 
including updated project databases, infrastructure input projections, and critical sensitivities 
and dependencies.   
 
These are critical to the successful planning and execution of infrastructure projects and will 
assist toward the promotion of a proactive monitoring mechanism regarding potential supply 
limitations and other associated sensitivities.    
 
Information exchanges on regular intervals between Government and the construction 
industry will help to shape the investment landscape outlook and provide the basis for 
informed decision making regarding investments in brownfields and greenfields capacity 
expansion and risk perceptions when reaching commercial and financial closure on 
infrastructure related projects. 
 
 
 
 
 
 
 
 
 
 

                                                 
201 National Labour and Economic Development Institute., 2007: The Construction Sector – An 
analysis of its contribution to economic growth, employment and poverty reduction in SA, March 2007, 
p 56 
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Section 7 – Infrastructure Inputs Conference  
 
As outlined in the project scope (Section 1.2), the findings of the research report were also 
presented to stakeholders from Government, Industry and Labour to communicate projected 
trends in infrastructure inputs demand, (confirm) identified challenges and identify additional 
challenges and establish processes to address them.  This was undertaken through an 
Infrastructure Inputs Conference on 21st May 2007 convened at Gallagher Estate, Midrand.  
The conference was addressed by the Deputy President and attended by 156 Government, 
Industry and Labour delegates. 
 
 
7.1 Conference Process 
 
Delegates to the conference were issued with the draft research report for the infrastructure 
inputs sector strategy in advance of the conference and were encouraged to participate in 
one of three commissions:  
 

• Non-metallic minerals, quarrying and wood products  
• Base metal products, petroleum products and capital equipment 
• Skills and Transport services 

 
The discussions at the respective commissions confirmed the captured content contained in 
the research report for the infrastructure inputs sector strategy, and further amplified certain 
important cross cutting issues, common to several infrastructure inputs sub-sectors.  To the 
extent that the interactions during the commissions at the conference sought to galvanise 
concerns around specific issues, seek clarity on specific challenges and generate consensus 
regarding a process moving forward, the process was successful.  The process also allowed 
for constructive engagement between infrastructure inputs sector representatives, 
Government and Labour delegates to improve their understanding of challenges and the 
unique opportunities for trade and investment that exist at present. 
 
 
7.2 Non-metallic minerals, quarrying and wood products  
 
The commission identified the following sector specific challenges (in addition to those 
contained in this report): 
 

• Ready-mix Concrete: The lack of qualified drivers and operators  
• Timber: The need for a strategy to address water constraints, the 30-year rotation of 

forests, rural infrastructure and land claims.  Timber imports are also a problem due 
to pest control, exchange rate risks and the loss of domestic employment 

• Aggregate and Sand: Quality controls, planning process and alignment of DME and 
BBBEE regulations 

• Clay Brick: Competing with exports for coal has led to higher domestic coal prices 
• Cement: Cement imports are undesirable and onerous and would only persist after 

2008 based on demand levels 
 
Identified cross-cutting issues include: 
 

• The need for a transport (logistics) strategy especially in congested regions 
• The need for continuous (spatial) demand projections by region 

 
Specific Proposals include: 
 

• Ready-mix Concrete: The development of procurement regulations to ensure the use 
of only audited ready-mix concrete (to ensure adherence to quality standards) 
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• Environmental Impact Assessments: The development of guidelines for sub-sectors, 
including alternative fuels for cement kilns.  Develop a briefing mechanism on existing 
processes around the cement and clay brick industry 

• Improved regulatory framework for Quarries:  Bilateral with DME on BBBEE, mining 
licenses and health and safety.  Guidelines on EIA’s.  Tendering for roads to ensure 
the use of quarry products rather than borrow pits 

• Timber:  Ensure the process on forestry also expands timber plantations to ensure 
sustainable supply into the future  

 
Cross-cutting proposals include: 
 

• Transport: Request the DoT to develop a transport strategy for construction including 
the management of congested regions and increasing the use of rail 

• Regular demand projections: These should be embraced within an appropriate 
mechanism to include regional (spatial) dimensions, major private sector projects 
(where possible), appropriate level of aggregation and timing (frequency of data 
collection and dissemination) 

• Planning: Tenders should involve contractors earlier to ensure adequate planning of 
procurement inputs 

 
 
7.3 Base metal products, petroleum products and capital equipment 
 
The commission confirmed the content of the research findings and placed further emphasis 
on the following cross-cutting issues affecting the respective sub-sectors: 
 

• Downstream Supply Development:  This is seen to be a specific supply side 
challenge given the limited supply of competent downstream fabricators and would 
require a medium to long term development intervention  

• Skills: Infrastructure inputs suppliers require skilled employees as an enabler to 
capacity expansion, which will require short, medium and long term interventions 

• Transformation (BBBEE):  Industry questioned the manner in which transformation 
targets were being applied to imported content, within the scope of preferential 
procurement objectives, and suggested that further investigation was needed to 
ensure a level playing field and the enforcement of counter-trade targets (or 
equivalent policy measures) to discourage excessive import levels 

• Cost of retaining skills:  Skills mobility is becoming a concern, given the limited skills 
pool.  Industry has suggested the use of fixed term contracts that are linked to 
Workplace Skills Plans.  The costs associated with skills retention will also need to be 
factored into tendered contracts over the duration of the contract 

• Electricity Supply:  Inadequate maintenance of electricity supply has resulted in 
electricity disruptions.  Industry has suggested representations to the National Energy 
Regulator and Eskom directly, with an emphasis on maintenance of the current grid, 
amidst the current and future generation, transmission and distribution expansion 
plans 

• Electricity disruptions:  Industry has encouraged Eskom to provide timely information 
regarding planned and expected outages so that industry could factor these into 
production schedules and plans 

• Cost of Capital:  The weighted average cost of capital impacts on investment in 
additional production capacity and the expected return on investment.  Innovative 
financing mechanisms are being sought by the infrastructure inputs industry, which 
also presents an opportunity to the Financial Services Sector 

• Standards normalisation:  Industry has emphasised the need for standards 
normalisation for products produced locally and internationally.  This will require 
regulatory interventions over the short, medium and long term 

• Transportation:  There is a need to improve the supply and cost effectiveness of 
inbound and outbound land transport logistics to infrastructure inputs producers, 
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given that rail transportation will not reach optimal status within the short term.  This 
presents an opportunity for the road freight industry to improve its service offering and 
levels of service to the infrastructure inputs producers 

 
Cross-cutting proposals include the initiation of a clustering process, (that industry indicated 
should be led by the Presidency and the dti and include Statistics SA, the SABS, National 
Treasury, State Owned Enterprises, General Government and Industry representatives), with 
three dimensions: 
 

• Industry collaboration to address cross-cutting and material supply issues 
• Skills availability 
• Policy and regulatory dimensions 

 
7.4 Skills and Transport services 
 
The Skills commission reached broad agreement regarding the following key issues: 
 

• There needs to be a mechanism to incorporate people that have skills but no 
qualifications 

• There is confusion regarding the party responsible for training between the CETA and 
industry 

• Industry has expressed concern over the adverse differential between the cost of 
training and the recoupment amount from the levy system 

• Lack of (insufficient) industry training 
• Limited information and information sharing 
• Poor skills retention and industry conditions 
• Low levels of experienced contracting and management capacity (critical skill) 

 
Cross-cutting Skills proposals include: 
 

• The need for improved information sharing in specific skills areas and to research and 
address skills challenges in other professions (in addition to the built environment) 

• Collective support of JIPSA and its initiatives 
• Resolution of training responsibility between CETA and Industry and the cost of 

training versus available funding 
• The need to address contracting and management capacity and supervisory skills  
• The need to develop an effective retention strategy and address sector working 

conditions 
 
The Transport commission reached a consensus view that transportation is a key challenge 
that requires specific attention in the following areas: 
 

• Skills development and retention of drivers 
• Lack of sufficient and appropriate information sharing between the DoT and transport 

stakeholders 
• The need for improved information sharing between contractors and transporters to 

assist operations planning and scheduling  
• Inadequate regulations enforcement 
• There appears to be no process to encourage and stimulate and the use of non-road 

transport modes such as rail 
 
Cross-cutting Transport proposals include: 
 

• Government to champion a discussion with all key role players 
• Development of a strategy to address the development and training of drivers 
• Development of a sector specific transportation strategy to focus on most congested 

areas and encourage rail transportation  
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Section 8 – Conclusion 
 
The purpose of this study was to assess the increase in public sector demand and trends in 
supply for key infrastructure inputs.  This has been established through broad research to 
generate demand projections of key public sector infrastructure inputs and industry supply 
capacity.  These demand and supply projections, however, cannot be directly compared to 
each other as no assessment of private sector demand for infrastructure projects has been 
undertaken, since this was beyond the scope of the study and not all the demand side 
projects have been assessed on the basis of infrastructure input projections, given that this 
level of data was unavailable for municipal, provincial and certain national projects.  At best 
the study has therefore identified certain critical infrastructure input demand peaks and supply 
sensitivities, which will assist in developing a proactive infrastructure inputs strategy to ensure 
the concurrent implementation of several large infrastructure projects. 
 
Supply Side Analysis 
 
From the projected supply analysis of infrastructure material inputs, the most sensitive 
infrastructure material inputs that could present supply challenges are carbon steel products, 
cement, timber, aggregate and sand, and bitumen.   
 
Industry has also indicated that there are no anticipated production and supply difficulties 
associated with Clay Bricks, Float Glass and Plastic Pipe (PVC), however, these 
infrastructure material categories registered some of the highest percentage PPI increases202 
between 2004 and 2006: Bricks Stock (26%), Bricks Face (23%), Glass for the Building 
Industry – cut to size (15%) and PVC Plastic Pipes (8%).    
 
Demand Side Analysis 
 
Analysis of the demand side infrastructure inputs projections have indicated that medium-term 
demand spikes for steel (structural and reinforcing) are likely to occur from 2007 to 2010 with 
an interim peak in 2008 (656.4kt) strongly influenced by the demand from Eskom, which 
accounts for 77% of this total demand.  Thereafter, long-term demand for reinforcing steel 
from 2011 to 2016 will be driven primarily by 40m2 housing demand and will be dependent on 
budget allocations being made to support the ambitious construction of 625,000 houses per 
annum. 
 
Demand spikes for cement is projected to occur in 2009 (1,5mt) due to high concurrent 
demand for cement from Housing, Eskom, Gautrain, SANRAL and ACSA.  Thereafter 
substantially high cement demand will be driven primarily through housing developments, with 
housing alone requiring approximately 2.6mt annually (subject to budget allocations for the 
construction of 625,000 houses annually). 
 
Timber inputs appear to be most affected by housing development projects, which are already 
part of the supply chain, given that these are continuous projects, hence demand for timber 
products will experience potentially significant incremental step changes aligned to future 
increases in housing budget allocations. 
 
Demand for infrastructure inputs such as aggregate mix and bitumen also present potential 
challenges, however these tend to be more project specific rather than being applicable to all 
projects with similar levels of sensitivity. Consolidated aggregate-mix demand projections 
were not available for all stadiums, however adding this will further increase the total demand 
requirements, which appear to peak in 2008 arising from strong demand from Gautrain, 
Eskom, SANRAL, ACSA and Housing.  Bitumen demand also appears to peak in 2008 driven 
primarily by SANRAL and Eskom. 
 

                                                 
202 Statistics South Africa, www.statssa.gov.za 
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Road transportation has captured significant market share from rail over the past decade, 
however this situation is unsustainable over the medium to long term, since road 
transportation is contributing toward road deterioration, congestion, accidents and pollution.  
Several challenges also seem to affect the performance of the road transportation industry 
and there is therefore an urgent need for a cost effective and reliable rail transportation 
service through Spoornet’s accelerated transformation and recapitalisation plan and the 
availability of appropriate inter-modal interfaces, modern infrastructure facilities and security 
at transportation nodes to move certain “rail-friendly infrastructure inputs” cargo back onto rail. 
 
Artisan, engineering, technician and technologist skills supply are expected to increase 
through the implementation of JIPSA initiatives, however these supply increases will at best 
tend to overcome the high levels of retirement attrition in each of these categories thus 
resulting in a lower net skills deficit of varying degrees for each skill category.  In the absence 
of such initiatives, the shortfalls in each category would be far greater. 
 
Infrastructure Inputs Conference 
 
The findings of the research report were also presented to stakeholders from Government, 
Industry and Labour to communicate projected trends in infrastructure inputs demand, 
(confirm) identified challenges and identify additional challenges and establish processes to 
address them.  
 
Several cross-cutting issues were identified or emphasised which included: 
 

• The need for a transport (logistics) strategy especially in congested regions 
• Regular demand projections: These should be embraced within an appropriate 

mechanism to include regional (spatial) dimensions, major private sector projects 
(where possible), appropriate level of aggregation and timing (frequency of data 
collection and dissemination) 

• Environmental Impact Assessments: The development of guidelines for sub-sectors 
• Improved regulatory framework for Quarries   
• Downstream Supply Development 
• Cost of retaining skills 
• Electricity Supply 
• Electricity disruptions 
• Standards normalisation 
• A mechanism to incorporate people that have skills but no qualifications 
• Lack of (insufficient) industry training 
• Low levels of experienced contracting and management capacity (critical skill) 
• Skills development and retention of drivers 
• Inadequate transport regulation enforcement 

 
Way Forward 
 
A strategy to evaluate trade and investment opportunities to increase the supply of critical 
infrastructure inputs is thus required to mitigate potential infrastructure inputs supply 
shortages, resulting from peak demand levels for steel, bitumen and aggregate and sand in 
2008, and cement in 2009, and to ensure minimal disruption to critical infrastructure projects 
during these years.  Timber is also prone to supply challenges, with a short-term supply deficit 
of approximately 38%.   
 
Transportation of infrastructure inputs is currently biased in favour of road transportation, 
which has several limitations, and there is an urgent need to develop an optimised 
infrastructure inputs transportation strategy in consultation with the relevant stakeholders that 
is aligned to the DoT’s National Freight Logistics Strategy.   
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Skills challenges are immediate and are expected to increase going forward, notwithstanding 
the initiatives from Government to increase education and training throughputs.  Further 
initiatives from the private sector to improve training and skills development will be required.  
Government will also need to intervene further, given that the current JIPSA initiatives do not 
seem to be adequate to address the skills deficit, although the initiative does reduce the 
priority skills deficit to a certain extent, and may therefore need to consider facilitating the 
“bridging cost” of skills development in partnership with the private sector over the short to 
medium term against the “risk of escalating skills costs (due to limited skills supply) and 
delayed critical infrastructure projects” over the medium to long term.  A comprehensive and 
integrated skills development strategy is therefore required for the infrastructure inputs sector.  
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Section 9 – Recommendations 
 
As observed in this study, there are several contributing factors that lead to demand and 
supply side challenges, which ultimately influence the delivery of infrastructure projects.  
Some of the possible mechanisms to address these could include: 
 
Demand-side monitoring  
 
There needs to be an institutionalised mechanism (similar to this study) to ensure the 
continuous monitoring of demand-side infrastructure inputs over the short to medium term, as 
a proactive tool to predict potential transient demand-side peaks and to investigate potential 
resolution measures, either through demand side management or supply-side interventions.  
The information system would need to provide regular information on planned projects and 
their respective input needs, and should (ideally) work through a survey of entities involved in 
public investment projects. 
 
Demand-side management (Phasing of Government projects) 
 
This study has revealed the existence of demand-side peaks for critical infrastructure inputs 
(such as steel, cement and aggregates), between 2007 and 2009.  A critical evaluation 
process should now be undertaken to inform the potential phasing of certain large scale 
Government projects that may not be as urgent over this time frame, based on their relative 
delivery impact.  This initiative could thus target to minimise delays on priority projects, 
resulting from the limited availability of infrastructure inputs and the rising costs thereof, and 
ensure a cost focus within a reasonable tolerance band. 
 
From a broader perspective, phasing of certain non-critical infrastructure projects will also 
ensure an even spread of infrastructure development activity over a longer period to 
encourage the incremental development of increased infrastructure inputs manufacturing 
capacity and sustained levels of job creation and employment. 
 
Standardisation of Government Tenders 
 
There is a need to intensify the standardisation (through minimum specification requirements 
of specific project types) of Government tenders, and training for all levels of Government 
Procurement Officials in order to improve the overall efficiency of the tendering process and 
minimise tendering risk perceived by service providers.  The tender process could also be 
improved outside of the SOEs, for which the DPE already has a programme.  Local and 
provincial governments, as well as some national departments, could thus benefit from 
standardised tender and contract systems and designs.  
 
Supply-side monitoring    
 
Similar to the monitoring mechanism for demand-side infrastructure inputs, there needs to be 
a mechanism (similar to this study) to ensure continuous monitoring of supply-side capacity 
and inputs challenges/limitations, over the short to medium term, as a proactive tool to predict 
potential supply-side limitations and to investigate potential resolution measures to be taken 
(either through demand side management or supply-side interventions, such as investment, 
trading etc.).   
 
Skills Development 
 
JIPSA are already addressing some of the systemic skills issues, however there would be 
additional benefit that could be derived through building additional capacity at the 
Construction Education and Training Authority (CETA), which is under new management. 
 
 



Research Report for the Infrastructure Inputs Sector Strategy – CONFIDENTIAL 
 

    215

Transportation 
 
Logistics are an important enabler to the movement of low-value bulk infrastructure input 
materials, and industry participants have unanimously conceded that transport is currently a 
severe challenge.  This therefore emphasises the need for an integrated transportation 
strategy that addresses congestion issues, the promotion of rail (as a mode of preference) 
and improved information regarding infrastructure inputs transportation patterns to inform DoT 
planning.   
 
Regulatory 
 
The research and the infrastructure inputs conference has pointed to several regulatory 
concerns, particularly around Environmental Impact Assessments (EIAs).  Clearer guidelines 
and an optimised EIA business process for both private suppliers and local and provincial 
governments on timeframes and information requirements would assist in this regard. 
 

9.1 Infrastructure Inputs Sector Strategy 
 
As an intervention, there is a need for the development of an Infrastructure Inputs Sector 
Strategy, which in the short-term will target to address some of the immediate supply-side 
limitations of the carbon steel long products, cement, timber, aggregate and sand, and 
bitumen industries, and in the medium to long term should address the systemic issues 
surrounding industry’s ability to embrace the challenge of supplying the increasing 
infrastructure inputs demand in a sustainable manner, while balancing the risk of creating 
over capacity.  This could be achieved through the development of closer interaction between 
Government and Industry in the form of an Infrastructure Inputs Cluster Strategy and process. 
 
Infrastructure Inputs Cluster Strategy and process 
 
As observed in this study, South Africa as a developing economy is moving in a positive 
direction regarding economic growth, stimulated by infrastructure development, however the 
infrastructure inputs sector faces certain systemic challenges, which could adversely impact 
the pace of infrastructure development. 
 
Some of the challenges include: 
 

• Inadequate information exchange of infrastructure related information, to promote 
informed decision-making and reduce perceives levels of risk associated with 
infrastructure inputs. 

• Responsiveness and capacity of current domestic infrastructure inputs suppliers 
• Uncoordinated workforce development strategies 

 
The Infrastructure Inputs Cluster strategy and process, could thus incorporate all 
infrastructure inputs producers that are faced with common opportunities and threats in a 
configuration that will: 
 

• Give rise to collective benefits, through the collective access to raw materials, 
components and machinery, including sector specific skills.   

• Favour the creation of specialised skills, technical, administrative and financial 
service providers to improve the manufacturing focus of the infrastructure inputs 
sector.   

• Create a conducive environment for the development of inter-company cooperation 
including cooperation between public and private institutions to promote innovation, 
increased local production and collective learning, which will enable the sustainable 
growth of the sector. 
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The strategic benefits that would accrue from such a strategy and process could therefore 
lead to: 
 

• The development of an environment of positive competition in industry 
• Enhanced co-operation between industry and a common shared knowledge base 
• The enhanced development of competencies of all participants to the strategy and 

process 
• Improved dispersion of technical knowledge thus leading to improved product quality 
• Improved market management from Government and Industry   

 
The establishment mechanism of the Infrastructure Inputs Sector Strategy and process 
should be driven by cluster intermediaries, to promote: 
 

• The comprehensive incorporation of relevant systemic issues and to identify the 
appropriate mechanisms that could be structured to address these. 

• Trust building among participating companies in the cluster  
 
These cluster intermediaries could therefore include Government research and sector specific 
departments and agencies, industry association bodies and organised labour, to develop a 
focal areas for the Infrastructure Inputs Sector Strategy that could include: Industry 
collaboration (Materials and Transportation Strategies), Policy interventions and Skills 
development. 
 
 

9.2 Research Priorities 
 
Further research is recommended in the following areas, to improve the knowledge base 
relating to infrastructure inputs: 
 

• The impact of vertical integration in the construction industry on the supply of 
infrastructure inputs 

 
• The collective assessment and impact of all known public and private sector skills (as 

an Infrastructure input) development initiatives  
 

• The collection of accurate information surrounding the movement and transportation 
of infrastructure inputs to inform an integrated logistics strategy for the infrastructure 
inputs sector that is aligned to the DoT’s National Freight Logistics Strategy 
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