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“Time for change” is what best describes the framework in which priorities 

were set in the 2014 Budget.  The 2014/15 Budget is the 
second budget tabled within the framework of the National Development 
Plan (NDP), including not only targeted expenditure but also evidence of 
progress made over the last 12 months.  Investor confidence, and not 
election votes, seems to be the greater desire, as it focuses strongly on 
achieving economic transformation with particular strong focus on improving 
the country’s fiscal position rather than spending where the immediate 
benefits may be short-lived.  Minister of Finance, Pravin Gordhan however 
realises that measures put in place will require a joint effort by the state and 
private sector, as there are simply no quick fixes for our current economic 
woes.  Fiscal prudence will result in a lower budget deficit from 4,0 percent in 
2013/14, to 2,8 percent in 2016/17.  
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Report Objective 
 
 
 
 
 

 To highlight the short to medium term implications for the South African construction industry, 
given the projected infrastructure expenditure over the next three years: 2014/15 – 2016/17 

 To identify underlying trends within those departments that play a significant role in infrastructure 
development, capacity building and management, that will impact on the future of the construction 
industry. 

 To identify, where possible, key infrastructure projects announced by the various departments.  
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Macroeconomic environment 
 

Global Economy 
 

 
Global growth is estimated to have increased by 3 percent in 2013, strengthening to 3,7 percent in 2014 and 3,9 percent in 2015.   

Economic activity has strengthened in advanced economies, while the outlook for emerging markets, although still positive, has 

weakened in recent months as emerging economies are adjusting due to higher levels of currency volatility capital inflows, current 

account and fiscal deficits, debt levels and varying levels of business and consumer confidence.  Currency depreciation is likely to 

result in higher levels of inflation for most of the emerging economies, including South Africa.   Economic growth in emerging 

markets is nonetheless expected to increase from an estimated 4,7 percent in 2013, to 5,1 percent in 2014. Because of an expected 

slowdown in China’s economy, emerging markets are expected to slow to 4,7 percent in 2015.   Developing economies account for 

a growing share of global trade and investment, from 18 percent twenty years ago to 38 percent, which means these economies 

will have a more profound global impact.  

 
 

 Developed economies 
o United States – growth expected to accelerate to 3 percent by 2016/17, with potential of tighter 

monetary policies.  
o United Kingdom – modest growth projected increasing by 2,4 percent in 2014, but moderate to 2,2 

percent in 2015.  
o Euro Zone – showing mild recovery, but staying below 2 percent growth in the near future.  

 
 

 Emerging Economies 
o Sub-Saharan Africa – growth projected to accelerate from 5,1 percent in 2013 to 6,1 percent in 2014.  
o Brazil – stable growth outlook predicted in the next three years averaging 2,3 percent in 2014 and 

2,8 percent in 2015.  
o Russia – Stronger growth predicted for Russia, improving from 1,5% in 2013 to 2,5% in 2015, 

although this is much lower than the near 4 percent growth outlook previously anticipated. Current 
conditions with growing tension between Russia and Ukraine could affect Russia’s growth rate 
should the US enforce sanctions.  

o India – one of the better performing emerging markets, predicted to grow from 4,4 percent in 2013 
to 6,4 percent in 2015.  

o China – Growth in China has disappointed and is predicted to remain below 8 percent in the next 
three years (slowing from 7,7 percent in 2013 to 7,3 percent in 2015) 

o South Africa – fragile economic growth outlook, but is expected to breach 3 percent by 2015.  
 Emerging markets – overall economic growth is on track for emerging market and developing economies to 

reach 5% in 2014, increasing marginally to 5,4 percent in 2015 (noting that the growth outlook for South 
Africa is well below that).  Emerging economies are still expected to grow at rates well above those achieved 
within the advanced economies.  
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Table 1: Global Growth projections 
 2012 2013 2014 2015 
World 3.1 3.0 3.7 3.9 
US 2.2 1.9 2.8 3.0 
Eurozone -0.6 -0.4 1.0 1.4 
UK 0.3 1.7 2.4 2.2 
Emerging Markets  4.7 5.1 5.4 
Brazil 0.9 2.3 2.3 2.8 
Russia 3.60 1.5 2.0 2.5 
India 3.2 4.4 5.4 6.4 
China 7.8 7.7 7.5 7.3 
Sub-Saharan Africa 4.9 5.1 6.1 5.8 
SA 2.5 1.8 2.7 3.2 
Source: 2010, 2011, 2012, 2013, 2014 Budget Reviews 
 
 

Consequences for South Africa 
 

The current global economic environment has several consequences for South Africa  
 

 Currency devaluation due to the US Federal easing of bond purchases, leading to volatile capital flows in emerging 
markets.  

 Higher inflation due to higher import costs and higher liquid energy prices. 
 The stronger recovery in advanced economies reduced the attractiveness of gold as a store of wealth which led to a 28,1 

percent decline in the price of gold.  
 Strengthening of economic growth in developed economies could spark renewed price increases in the price of oil, 

although the slower growth outlook for China will act as a bit of a handbrake. 
 Export growth in 2013 (4,8 percent) exceeded  imports (7,3 percent), resulting in an increase in the current account 

deficit.  A weaker currency may have a positive influence on exports, but amidst a fragile global and emerging market 
outlook, export growth is expected to be below 6 percent in 2014 (5,6 percent). Similar growth is expected in the value of 
imports (5,3 percent). Government nonetheless proposes to promote SA’s export potential by: 

o Improving pricing at local ports to reduce transport costs 
o Investing in infrastructure to reduce production and transport bottlenecks 
o Promoting more competitive product markets 
o Putting in place competitiveness initiatives in manufacturing 

 The manufacturing sector has shown little reaction to the currency devaluation and is still depressed due to the slower 
growth in retail sales and overall domestic consumer demand.  

 Higher levels of exchange rate volatility, because of higher levels of global liquidity and fluctuating risk appetite. South 
Africa will continue to rely on foreign inflows to sustain current investment levels and fund the current account and 
budget deficits.   

 

Commodity Trends 
 

 
 Commodity prices declined for the second consecutive year in 2013 largely due to slower demand from emerging 

markets, particularly China.  China accounts for over 40 percent of world demand for base metals.  
 The price of aluminium fell by 10,7 percent and the prices of coal and iron fell by 5,5 percent and 7,4 percent respectively.   
 The price of platinum is likely to increase again in 2014, because of planned reduction in output in South Africa (SA 

produces 80% of world platinum) as the industry is hit by another wave of strike action.  
 

 

Domestic outlook 
 
 
The South African economy grew by an estimated 1,8% in 2013, and is expected to grow by 2,7% in 2014 and 3,2 percent in 2015..  
Treasury expects economic activity to be supported by moderate inflation and relatively low real interest rates. Treasury further 
expects that increased public investment in infrastructure will reduce bottlenecks in electricity and transport and encourage private 
investment, while stronger employment growth will contribute to increased household consumption. However, economic growth is 
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not sufficient by any means to encourage job creation, while higher lending rates will discourage an increase in household 
consumption. This in itself questions the outlook for South Africa’s economic growth in 2014.  
 
Expectations in the 2013 Budget regarding the currency account deficit did not materialise, and in fact the deficit widened from 5,2 
percent in 2012 to 6,1 percent in 2013.  Original projections were to narrow the deficit to 3,2 percent by 2015, but is now expected 
to remain at above 5 percent for the foreseeable future.   
 
Modest growth is predicted for household consumption, rising from 2,7 percent in 2013 to 2,8 percent in 2014 reaching 3,4 percent 
by 2016, because of the impact of sluggish job creation, unemployment, and elevated levels of household debt.  
 
Further implementation of the national infrastructure programme will more than likely show a higher than average increase in 
government infrastructure spending which could support higher GDP growth. Much of these investments, particularly from SOE 
(State owned enterprises) will however be used to finance largely imported equipment, and do little to stimulate job creation in the 
construction sector.  Gross Fixed capital formation is projected to increase by 4,2 percent in 2014, from 3,2 percent in 2013, rising 
to 6,0 percent by 2016. Treasury also expects an increase in private sector investment due to relatively low real interest rates, 
reduced infrastructure bottlenecks and high capacity utilisation levels as economic conditions improve. Considering current 
depressed business confidence, it is however unlikely that investment by the private sector will provide a major boost to 
investment in 2014, although we have seen some improvement in approvals by local authorities for private sector non-residential 
construction in 2013.  
 
The inflation outlook has deteriorated since the 2013 Budget, and is now expected to exceed the upper limit of the 3-6 percent 
target range, averaging 6,2 percent in 2014 as the weaker rand translates into higher petrol and food prices and puts pressure on 
wage demands and core inflation. Inflation is projected to decline to 5,9 percent in 2015.  
 
Domestic savings remain low, which means there is a significant gap between investment and savings.  Further incentives to 
encourage savings were introduced in the budget.  
 
Unemployment remains South Africa’s most pressing challenge. South Africa simply does not provide sufficient job opportunities to 
cope with the growth in the labour force, in spite of various policies and initiatives taken over the last twenty years. Unemployment 
remains above 24 percent and government initiatives included in the 2014 Budget will not be sufficient to reduce the 
unemployment rate. These initiatives include: 
 

 Expanded public works programme – creating 6 million jobs over the next five years 
 Community work programme 
 National rural youth service corps 
 Employment tax incentive – launched in January 2014 it subsidises the salaries of newly recruited 

workers aged between 18 and 29.  
 Jobs Fund – launched in 2011, co-financing projects to generate employment.  In the last three years 

it created 12 184 jobs, but hopes to create 96 000 new jobs in the next three years.  
 National youth service programme – trains artisans for the built environment.  
 Skills development 

 
 
Sentiment towards the rand was negatively affected by industrial action in the mining sector, the deterioration of the current 
account and credit rating downgrades, as well as deteriorating sentiment towards emerging markets in general. The currency 
weakened to an average of R10.9/US$ in the 1st quarter of 2014. Currency movements will continue to reflect the global risk 
appetite and investment sentiment towards emerging markets and South Africa. The IMF has placed South Africa among a group of 
countries that are vulnerable to global risk perceptions because of being less resilient to capital flows. Other countries on the list 
include Argentina, India, Pakistan, Indonesia, Romania, Turkey and Venezuela.   
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 Medium to Longer term issues 
 
 

 
 

There are several factors that may not have 
an immediate or direct impact on 

investment in the construction industry, but 
will either create or discourage an 

environment for investment over the 
medium to longer term.  

 

 
 

 

 

 

 



2014/15 National Budget: Implications for the SA construction industry     

15 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
Macroeconomic stability 
 
We maintain our view that the over the past few years, the Budget has been supportive of macroeconomic stability, amidst great 
financial global turmoil.  The financial environment does not lend itself to the economy taking risks, and considering the turmoil 
globally, stable growth (albeit lower than desired) in the near term, will be more beneficial for the economy in the long run. The 
issue of economic transformation that comes out strongly in the 2014 Budget is an important aspect to ensure sustainable 
macroeconomic stability.  
 

Policy Development 
 
Macroeconomic stability will also be sensitive and subject to policy development.  For example mining developments require a 
clearer policy directive in terms of ownership and land reform.  To improve economic growth, it is important to address the current 
structural constraints hindering growth.  Key challenges faced, that in some form or other may require amendments to existing 
policies, include unemployment, shortcomings in public sector education, weak skills base, a resource-intensive economy bias, high 
levels of inequality and spatial distribution.  Tackling these issues will only be successful if policy is clear, implemented, and 
monitored, effectively.  
 
 
Policy updates 

- A review of tax policy framework will be conducted in 2013/14 
- Carbon tax to be introduced at rate of R120 per ton of CO2 equivalent increasing by 10% a year up to 2020. 

Updated policy document to be published by end March 2013. Several “warnings” have already been issued 
by stakeholders (ie Shell) of possible unintended consequences of such a carbon tax, also “new” in global 
terms as it is applied by only three countries in the world. 

- Government is proposing a fringe-benefit tax relief for low-income where their employer provides housing. 
When employers transfers a house to an employee at a price below market value, a taxable fringe benefit 
would normally be triggered. This makes it unaffordable for the low-income employee. 

- Tabling of the Expropriation Bill  by December 2013, by Department of Public Works 
- Tabling of the Agreement  South Africa Bill by November 2013 by Department   of Public Works 
- Over the medium term the Department of Mineral Resources will review the mining charter, enhancing 

beneficiation and rehabilitating 32 derelict and ownerless mines. 
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Small business development  
 
Small businesses play a critical role in job creation and employment. Businesses that employ less than 50 workers, account for 68% 
of private sector employment. The substantial role contributed by small business to economic growth in South African can 
therefore not be undermined, nor so the role of Small business in the construction industry.  Job creation, skills development and 
investment cannot be left solely to the large business sector.    
 
South Africa has low levels of entrepreneurship according to Treasury, although SMME’s contribute 55% of total employment 
(compared with 90% in countries such as China).  The South African government therefore wants to encourage entrepreneurship. 
Challenges, which hamper growth in the SMME’s, included rising input costs, poor work ethics, regulatory burdens, inadequate 
sources of finances and skills shortage. 43% of SMME owners are older than 50 years, an aging entrepreneurial pool.   
 
Policies implemented thus far have had little effect. The changes introduced in the 2014 Budget include further amendments to 
turnover tax and shifting to an annual refundable tax compliance rebate as opposed to a lower tax rate for small businesses. 
Auditors are generally disappointed that not more of the Davis Commission tax recommendations were included.  
 
Government continues to encourage investment in small business through venture capital, even though since its introduction in 
2011 it has had very little impact. Further amendments were introduced in the 2014 Budget, such as making payments tax 
deductible, allowing for tax benefits to be transferable, increasing the total asset limit for investee companies from R20 m to R50, 
and waiving capital gains tax on the disposal of assets. The impact remains to be seen. 
 
The NDP identifies several ways to support small business development including easing access to finance, simplifying regulatory 
requirements, and reforms to the skills training landscape.  
 

Employment 
 
The 2014 Budget follows through on proposals in the 2013 Budget to encourage the employment of youth as well as employment 
in special economic zones. Allocations for employment programmes increase by 13,5% a year over the next three years.  
 
Key initiatives include: 
 

- Expanded public works programme – Government will launch the third phase of the EPWP in April 2014 to create 6 
million jobs over the next five years, just over 1 million jobs per annum. The Community Works programme will be the 
largest component of the EPWP.  

- Youth employment incentive 
- Employment incentive for economic zones 
- Support to Small, medium and micro enterprises are provided to encourage higher levels of employment.  

 
Special Economic Zones (SEZ’s) are a focus point for job creation and are allocated R3,6bn over the next three years to encourage 
job creation in disadvantaged parts of the country.  Investors will be attracted through tax incentives and infrastructure 
enhancements.  
 

Greener Building 
 
South Africa is a major contributor to greenhouse gas emissions. South Africa made the commitment to reduce greenhouse gas 
emissions by 34 percent in 2020 and 42 percent by 2025.    
 
Environmental taxes: 

 Acid mine drainage: Regulatory measures have been put in place to address the consequences of acid mine drainage to 
ensure mining companies make a fair contribution to maintain acid mine drainage expenses.  Consultations are under way 

 Carbon Tax: Treasury published a Carbon Tax Policy Paper in May 2013. Implementation of the carbon tax was postponed 
from 1 January 2015 to 2016 to allow for adequate time for consultation.  

 
According to the Green Building Council SA (GBCSA), the building industry has started to embrace the shift towards greener building 
and hopes that this sustainable practice will become the norm. Although SA is relatively new to green building we are catching on 
fast according to global engineering firm Arrup, although there remains a lack of focus on existing buildings.   
 
Globally, Green building is worth about $100-billion, and doubling every three years, according to the World Green Building Council. 
(Ref: 18169) 
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agreements stipulate that the beneficiary must maintain the new facility. As provinces and municipalities improve their ability to 
spend funds more effectively indirect grants may be converted back to direct grants. Over the 2014 MTEF period R1,3 bn is shifted 
from provincial indirect national health grant to the direct health facility revitalisation grant.  
 
In 2014/15 R82 bn will be transferred to provinces through direct conditional grants and R5,4 bn will be spent on their behalf 
through indirect grants, most of which are for schools and health facilities. Indirect grants make up 6,2 percent of grants to 
provinces compared to 3,4 percent in the previous year.  
 
Table 3: Provincial equitable share, conditional grants and indirect transfers 
 2013/14 2014/15 2015/16 2016/17

Provincial equitable share 338937 362468 387967 412039

Direct Conditional grants 75995 81955 89672 96215

Indirect transfers 2693 5413 5044 4127

Total 417625 449836 482683 512381

 
In 2014/15, R36 bn will be transferred to municipalities through conditional grants and R7,7 bn will be spent on their behalf through 
indirect grants. Indirect grants make up 17,6 percent of conditional grants to municipalities compared to 14,3 percent in 2013/14.  

 R460m is shifted from the direct integrated national electrification programme grant to its indirect 
component implemented by Eskom 

 R3.3 bn is shifted into a new indirect component of the municipal water infrastructure grant through 
which the Department of Water Affairs implement water supply projects 

 R132.8 m is shifted to the direct component of the rural households infrastructure grant.  
 

Review of municipal infrastructure grants 
 
The roll out of municipal infrastructure continues to be challenged by widespread waste and inefficiency and slow delivery. 
Treasury has found that municipalities have an over reliance on grant financing, and this has weakened the initiative to obtain 
other sources of financing. A review of the effectiveness of existing infrastructure grant structures is under way to determine how 
the system can be improved. Proposed changes to infrastructure grants flowing from the review, could be implemented from 
2015/16.  
 

Corruption 
The Accountant-General conducted several forensic investigations into irregularities and financial misconduct in the public service. 
Similar capacity is being established in all provincial treasuries.  

For example: 

 In Limpopo, 27 forensic investigations have led to more than 300 cases being opened.  
 In Free State, 5 officials were dismissed because of illegal road procurement schemes, 6 were suspended from the human 

settlement department. 

There are concerns about corruption, abuse and charging inflated prices for infrastructure projects in the various provincial public 
works programmes and action is being taken.  

National Treasury is working on measures to reduce the scope of corruption: 

- A proposal to amend the Treasury regulations to ensure that procurement plans are completed and submitted to national 
departments for  assessment and approval before funds are made available 

- Compile a standard pricing guideline and promote more transversal contracting to reduce the number of tenders being 
issued, to help province review contracts. This is hoped, will reduce opportunities for manipulating supply chain 
management.  
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Good financial management is key to obtain qualified audits. In 2011/12 only 42 percent of municipalities (117) were in this 
category. In the 2012/13 Audit, 44 percent of municipalities qualified (or 122).    

Management of State owned enterprises 
 

Considering that a large portion of the total projected public sector infrastructure expenditure emanates from state owned 
enterprises, it is important how these enterprises are managed to ensure targets are met and planning and implementation is done 
effectively and efficiently.  The Department of Public Enterprises is responsible to drive investment, productivity and transformation 
within state owned enterprises to unlock growth, drive industrialisation, create jobs and develop skills.  
Of importance to the construction industry is the management of Eskom, ACSA and Transnet, as key investors in the country’s 
critical infrastructure.  The budget however does not provide much in-depth information on how successful these enterprises are 
being managed since the inception of the department, and how its performance can be measured. State owned enterprises need to 
be accountable for infrastructure programmes and this directly relates back to policies implemented by the department to ensure 
compliance.   
 
The Department of Public Enterprises developed standardised financial and risk reporting templates with enhanced analytical 
functionality. The department also presented quarterly shareholders reports on state owned enterprises to the Minister, with 
regards to performance and the detection, monitoring and mitigation of cross-cutting shareholder risk.  
 
The track record of infrastructure spending by SOE’s against budgets has been poor, but has nonetheless improved from 62% in 
2010/11 to an estimated 79% in 2012/13.  
 

Electricity distribution 
 

 
Shortage of electricity can lead to a delay in the development of large economic projects, and hamper foreign investment. 
Increasingly the responsibility is placed on the developer / owner to ensure new projects take cognisance of the future demand for 
electricity and either include effective demand management or renewable energy generation. The delays experienced at both 
Medupi and Kusile will increase pressure on the grid, which means an increasing probability of electricity supply disruptions.  On the 
upside, slower than expected economic growth may therefore be seen as a positive in terms of dampening electricity demand.  
 
The increasing cost of electricity is seen as a major challenge to local businesses. NERSA rejected the 16% increase requested by 
Eskom and instead introduced a 8% increase each year over the next five years, effectively increasing electricity by 46% over five 
years. Municipalities use electricity as a source of revenue, and often add additional costs to consumers making it even more 
expensive. Higher production costs impede on a businesses’ ability to operate at a competitive level.  
 
Eskom’s projected infrastructure spending has been revised downward in the 2014 Budget for the three year period due to lower 
projected revenue. For the first time, since 2008, Eskom has introduced load shedding, as the commissioning of Medupi power 
station was delayed due to strike action, and heavy rains experienced in Gauteng in March 2014 affected coal supply.  
 
The NDP proposes that gas and other renewable sources like wind, solar and hydro-electricity will be viable alternatives to coal and 
will supply at least 20 000 MW of the additional 29 000 MW electricity needed by  2030.   
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Public-Private-Partnerships (PPP) focus on health and 
renewable energy 
 
South African law defines a PPP as a contract between a public sector institution/municipality and a private party, in which the 
private party assumes substantial financial, technical and operational risk in the design, financing, building and operation of a 
project.  
 
Two types of PPPs are specifically defined:  

- where the private party performs an institutional/municipal function  
- where the private party acquires the use of state/municipal property for its own commercial purposes A PPP may also be 

a hybrid of these types.  
For a quick update of the projects registered in terms of 
the Treasury Regulation 16 and Municipal projects 
registered under the MFMA and MSA, visit 
www.ppp.gov.za (go to Publications | Projects lists 

 

Special Economic Zones (SEZ’s) 
 

In 2013 the IDZ programme was redesigned and expanded into the special 
economic zone programme in order to enable the development of diverse types 
of SEZ’s in accordance with the changing national economic development 
priorities as well as regional  development needs.  
 
What is a “special economic zone” or SEZ? Geographically designated areas of a 
country (or province) set aside for specifically targeted economic activities, 
which are then supported through special arrangements (which may include 
laws) and support systems that are often different from those that apply in the 
rest of the country.  It is an economic development tool to promote rapid 
economic growth by using incentive packages to attract targeted investments 
and technology. The zone acts as a magnet for investment by offering quality 
infrastructure, complemented by an attractive incentive package, business 
support services, cluster development and minimal red tape.  
 
In the 2013 Budget, R2,9bn was allocated to provide earthworks for purpose-built industrial parks incorporating customs-controlled 
areas adjacent to international ports or airports.  This forms part of the SEZ’s fund used to finance site servicing, bulk infrastructure 
provision and business development of the SEZ’s such as feasibility studies and general research.  Provision has been made for DFI’s 
to play a major role in funding SEZ’s projects.  
 
The industrial Development Corporation (IDC), plans to invest more than R70 bn to fund industrial and business development in the 
next five years. Current data however shows no real improvement in production activity, while Kagiso’s Purchasing Manager Index 
continues to move sideways (refer fig 5). Thus while funds are being allocated to support industrial development, demand for 
industrial space will only really increase once these production levels have increased.  
 
Funding to Coega, East London and Richards Bay industrial development zones will be cut as from 2014/15. Spending will be re-
prioritised towards the Critical infrastructure programme (CIP). Funding towards CIP is maintained at R190m over the 2014/15 
medium term.  
 
The first phase of construction at the OR Tambo Airport Industrial Development Zone will begin in 2013/14. The bulk works of the 
jewellery manufacturing precinct will be the first phase in the new development zone. Funding should have been considered in the 
2104 Budget, but no progress was provided.  
  
The following tax incentives are proposed, in certain economic zones:  
 

- A 15% corporate income tax rate for businesses in such areas 
- An employment incentive allowing for a tax deduction for employment of workers earning less than R60 000 

a year. 
- An accelerated depreciation allowance for building in these areas, based on the existing regime for urban 

development zones, to encourage developers to invest more in industrial premises.  

There are 7 types of SEZ’s: 
 

- A free port, an area adjacent 
to a port of entry 

- Free trade zones  
- Industrial parks 
- Science and technology 

parks 
- Sector development zones 
- Spatial development 

corridors 
- Industrial Development 

zones 
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- The Limpopo province was the first to receive provisional approval for two Special Economic Zones.  
 

- The first will be at the border town of Musina, which serves as South Africa’s main land entry port to the rest 
of South Africa and would focus on logistics and the beneficiation of coal. 

- The second will be in the Greater Tubatse municipality, and would explore beneficiation of platinum group 
metals.  A feasibility study is currently underway to establish a hydrogen fuel cell industry in Limpopo.  

 

Spatial Demographics and the equitable share formula 
 
In the 2013 Budget, takes cognisance of the changing demographic landscape taking place in South Africa, based on results from 
the 2011 Census, which shows population trends since 2001. This has led to Treasury to adjust the equitable share formula to cater 
for provinces and municipalities that have experienced higher population growth, mainly due to urbanised development.   

- The formula for calculating equitable share transfers to provinces has been updated to reflect population 
changes in the 2011 Census. The changes will be phased in to avoid disruptions.  

- Urban Development – according to the 2011 Census, 62% of people live in cities and towns. The population of 
some municipalities grew by 50% between 2001 and 2011. 

- A new formula for the local government equitable share will be introduced in 2013/14 that recognises the 
need for better differentiated assistance to different municipalities. This means Municipal infrastructure 
grants will be re-aligned and supports more integrated planning of new developments.  

- Gauteng and Western Cape reported the strongest growth up 31% and 29% respectively over the ten year 
period.  Gauteng share of revenue is increased by 1,3% from 18,1% in 2011/12 to 19,4%, and Western Cape 
from 9,7% to 10,3%.  

 
Table 4: Total transfers to provinces: 2011/12 – 2016/17 (source 2014 Budget) 
Rm, current prices 2011/12 2012/13 2013/14 2014/15 2015/16 
EC 53486 57258 59631 60877 64061 
FS 22920 24487 26021 26828 28612 
GAU 65648 70858 76885 81926 89630 
KZN 76955 83288 88085 91764 97762 
LIM 44094 46738 48541 49962 52820 
MPU 29189 30829 32998 34700 36607 
NC 10740 11298 12295 12874 13886 
NWP 24224 25815 27744 29157 31607 
WC 35231 37942 41764 43728 47660 
UNALLOCATED 0 188 9910 11745 
TOTAL 362487 388513 414152 441726 474390 

 
Table 5: Provincial Equitable Share (excl grants): 2014/15 – 2016/17 (Source 2014 Budget) 
Rm, current prices 2014/15 2015/16 2016/17 % Change 2014/15 vs 

2013/14 
EC 52154 55389 57876 -12.5% 
FS 20883 22223 23158 -19.7% 
GAU 68673 74214 80244 -10.7% 
KZN 78138 83348 87887 -11.3% 
LIM 43274 46109 48622 -10.9% 
MPU 29335 31449 33728 -11.1% 
NC 9652 10277 10941 -21.5% 
NWP 24707 26528 28386 -10.9% 
WC 35631 38431 41196 -14.7% 
TOTAL 362468 387967 412039 -12.5% 
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Short to medium term issues  
 

 
 
 
 
 
 
 
 

This section of the report deals with the more immediate implications 
for the construction industry in terms of expected expenditure on 

infrastructure during the MTEF1 period which spans over a three year 
period, from 2013/14 – 2015/16  

 
“Estimates of National Expenditure” is released by National Treasury 

in conjunction with the Budget Review each year, which outlines 
detailed information on actual and expected expenditure by 

department or vote.  
 
 

                                                                        
1 MTEF period is the three year rolling period starting from 2014/15 – 2016/17 
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government is expected to increase over the medium term, as spending by public entities start to slow.  
Table 9: Public Sector Infrastructure Estimates by client type 
 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 MTEF 

Total 
Economic services 147400 167900 176100 204600 223600 236600 229400 689600 

Energy 52200 67100 75100 80600 72300 65500 50600 188400 

Water and Sanitation 14600 19200 22600 32400 36500 36900 38500 111900 

Transport and logistics 68600 70100 69500 78600 99600 120000 127500 347100 

Other economic services 12000 11500 8900 13000 15200 14200 12800 42200 

Social services 25700 31200 30200 35700 36500 37900 41500 115900 

Health 6700 7700 9700 9800 10500 11300 11600 33400 

Education 6200 7800 9800 12100 13500 13600 14000 41100 

Other social services 12800 15700 10700 13800 12500 13000 15900 41400 

Justice and protection 
services 3800 2800 4400 4900 4900 5000 6500 16400 

Central government, 
administrative and 
financial services 

3000 6500 6900 7300 7900 8400 9300 25600 

Total 179,900 208,400 217,600 252,500 272,900 287,900 286,700 847500 

National Departments 7200 6600 9600 11400 14100 14300 16700 45100 

Provincial Departments 39100 43400 36400 41800 42600 45500 46600 134700 

Local Government 30900 33200 41700 55200 58300 61800 63500 183600 

Public Entities 9400 15400 14100 16400 21500 23700 24400 69600 

PPP's 7300 10700 2600 3000 3100 3300 3500 9900 

Public Enterprises 86000 98900 113400 124800 133400 139100 132000 404500 

Total 179900 208200 217800 252600 273000 287700 286700 847400 

SOE's 
   

Eskom 
 60400 56400 59500 52200 40000 151700 

Transnet 
 27600 25300 41300 51600 55000 147900 

Central energy Fund 
 10200 12800 4900 4800 3800 13500 

SANRAL (toll and non-toll) 
 8100 8300 11900 15800 17000 44700 

Trans Caledon Tunnel 
Authority   1400 1700 4800 2900 2700 10400 

Other 
 2200 2600 4500 4500 4700 13700 

Total     109900 107100 126900 131800 123200 381900 
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Table 10: Public Sector Infrastructure Estimates by client type: Year on year Percentage change (nominal) 
 
 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 MTEF Avg

Economic services 
13.9% 4.9% 16.2% 9.3% 5.8% -3.0% 4.0% 

Energy 
28.5% 11.9% 7.3% -10.3% -9.4% -22.7% -14.2% 

Water and Sanitation 
31.5% 17.7% 43.4% 12.7% 1.1% 4.3% 6.0% 

Transport and logistics 
2.2% -0.9% 13.1% 26.7% 20.5% 6.3% 17.8% 

Other economic services 
-4.2% -22.6% 46.1% 16.9% -6.6% -9.9% 0.2% 

Social services 
21.4% -3.2% 18.2% 2.2% 3.8% 9.5% 5.2% 

Health 
14.9% 26.0% 1.0% 7.1% 7.6% 2.7% 5.8% 

Education 
25.8% 25.6% 23.5% 11.6% 0.7% 2.9% 5.1% 

Other social services 
22.7% -31.8% 29.0% -9.4% 4.0% 22.3% 5.6% 

Justice and protection 
services -26.3% 57.1% 11.4% 0.0% 2.0% 30.0% 10.7% 
Central government, 
administrative and financial 
services 116.7% 6.2% 5.8% 8.2% 6.3% 10.7% 8.4% 

Total 
15.8% 4.4% 16.0% 8.1% 5.5% -0.4% 4.4% 

National Departments 
-8.3% 45.5% 18.8% 23.7% 1.4% 16.8% 14.0% 

Provincial Departments 
11.0% -16.1% 14.8% 1.9% 6.8% 2.4% 3.7% 

Local Government 
7.4% 25.6% 32.4% 5.6% 6.0% 2.8% 4.8% 

Public Entities 
63.8% -8.4% 16.3% 31.1% 10.2% 3.0% 14.8% 

PPP's 
46.6% -75.7% 15.4% 3.3% 6.5% 6.1% 5.3% 

Public Enterprises 
15.0% 14.7% 10.1% 6.9% 4.3% -5.1% 2.0% 

Total 
15.7% 4.6% 16.0% 8.1% 5.4% -0.3% 4.4% 

SOE's 
 

Eskom 
-6.6% 5.5% -12.3% -23.4% -10.0% 

Transnet 
-8.3% 63.2% 24.9% 6.6% 31.6% 

Central energy Fund 
25.5% -61.7% -2.0% -20.8% -28.2% 

SANRAL (toll and non-toll) 
2.5% 43.4% 32.8% 7.6% 27.9% 

Trans Caledon Tunnel 
Authority 21.4% 182.4% -39.6% -6.9% 45.3% 
Other 

18.2% 73.1% 0.0% 4.4% 25.8% 
Total 

-2.5% 18.5% 3.9% -6.5% 5.3% 
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Table 11: Public Sector Infrastructure Estimates by client type: Market Share 
 
 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 MTEF 

Total 
Economic services 80.6% 80.9% 81.0% 81.9% 82.2% 80.0% 81.4% 

Energy 32.2% 34.5% 31.9% 26.5% 22.8% 17.6% 22.2% 

Water and Sanitation 9.2% 10.4% 12.8% 13.4% 12.8% 13.4% 13.2% 

Transport and logistics 33.6% 31.9% 31.1% 36.5% 41.7% 44.5% 41.0% 

Other economic services 5.5% 4.1% 5.1% 5.6% 4.9% 4.5% 5.0% 

Social services 15.0% 13.9% 14.1% 13.4% 13.2% 14.5% 13.7% 

Health 3.7% 4.5% 3.9% 3.8% 3.9% 4.0% 3.9% 

Education 3.7% 4.5% 4.8% 4.9% 4.7% 4.9% 4.8% 

Other social services 7.5% 4.9% 5.5% 4.6% 4.5% 5.5% 4.9% 

Justice and protection 
services 1.3% 2.0% 1.9% 1.8% 1.7% 2.3% 1.9% 

Central government, 
administrative and financial 
services 

3.1% 3.2% 2.9% 2.9% 2.9% 3.2% 3.0% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

National Departments 3.2% 4.4% 4.5% 5.2% 5.0% 5.8% 5.3% 

Provincial Departments 20.8% 16.7% 16.5% 15.6% 15.8% 16.3% 15.9% 

Local Government 15.9% 19.1% 21.9% 21.4% 21.5% 22.1% 21.7% 

Public Entities 7.4% 6.5% 6.5% 7.9% 8.2% 8.5% 8.2% 

PPP's 5.1% 1.2% 1.2% 1.1% 1.1% 1.2% 1.2% 

Public Enterprises 47.5% 52.1% 49.4% 48.9% 48.3% 46.0% 47.7% 

Total 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 

SOE's 
    

Eskom 
 55.0% 52.7% 46.9% 39.6% 32.5% 39.7% 

Transnet 
 25.1% 23.6% 32.5% 39.2% 44.6% 38.7% 

Central energy Fund 
 9.3% 12.0% 3.9% 3.6% 3.1% 3.5% 

SANRAL (toll and non-toll) 
 7.4% 7.7% 9.4% 12.0% 13.8% 11.7% 

Trans Caledon Tunnel 
Authority  1.3% 1.6% 3.8% 2.2% 2.2% 2.7% 

Other 
 2.0% 2.4% 3.5% 3.4% 3.8% 3.6% 

Total 
 100.0% 100.0% 100.0% 100.0% 100.0% 100.0% 
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Eskom had contracted capacity of 1 135 MW from IPP’s as at the end of Mach 2013.  However, high prices and the expectation of 
payment in dollars are delaying purchase agreements between Eskom and the IPP’s.  The IPP’s could have supplied 1750 MW and 
had a potential to supply 2320 MW.   
 
Between 2011/12 and 2018/19 Eskom’s build programme is estimated at R330bn. As at September 2013 88% of the required 
funding has been secured which will ensure that the build programme continues uninterrupted. This may however change as 
Eskom reprioritises and responds to the revenue shortfall following future electricity price increase decisions.  
Eskom plans to deliver a further 11 126 MW capacity into the system, which will go a long way towards addressing current 
electricity constraints.  
 
Over the long term Eskom’s planned capacity expansion programme is expected to double capacity to 80 000 MW by 2026, 
including power stations Medupi, Kusile and Ingula.  
 
It is equally important that Eskom improves management of its debtors, including municipalities. Eskom was owed more than R2,3 
bn by various municipalities as at March 2014.  
 

Construction Exposure to the R847 Infrastructure Budget 
 
 
Table 12: Estimated Construction Exposure to Government’s R847bn 

  2012/13 2013/14 2014/15 2015/16 2016/17 2014 MTEF
Estimate Budget Budget Budget Budget Budget

Revised Rm current prices 131690 160910 166965 180515 187125 534,6
Construction Exposure 
(Estimated) 60% 64% 61% 63% 65%  
Construction Exposure - SOE's 
(Transnet, Eskom, ACSA, TCTA, 
CEF) 

42% 41% 36% 38% 37%  

Construction Exposure – 
Government (Central, Provincial, 
Local, PPP’s) 

84% 84% 84% 84% 84%  
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backlog 

Energy New 
transmission 
lines 

95 Eskom Upgrade and new transmission lines 2017 Work in progress

Energy Solar water 
geysers 

3.6 Eskom and 
municipalities 

Install solar water geysers in low income 
houses 

Ongoing 286 065 solar water 
geysers installed 

Energy Nuclear fleet 300 Eskom 9600 MW 2029 Final stages of 
consideration before 
financial proposal can be 
determined 

Energy Grand Inga 200 DRC 40 000 MW hydroelectric project Unknown Draft treaty approved by 
Cabinet negotiations on 
treaty of joint cooperation 
with DRC soon 

Energy Solar Park 200 Central Energy Fund 5Gw scale solar park in the Northern 
Cape 

Unknown Feasibility study delayed to 
be completed in 2013 

Energy Closed cycle gas 
turbine 

13.6 IPP's 2405 MW additional gas turbines 2029 Option under the 
integrated resource plan 

Energy Coal Three 111 Eskom Third coal fired power plant Unknown Feasibility aspects being 
considered 

Energy Imported 
hydroelectric 
options 

52.2 Eskom Hydroelectric gas and coal projects  in 
Southern African countries 

Unknown Options of off-take 
agreements and financial 
support for projects being 
considered 

Transport Passenger 
Railways 

80 PRASA Acquire a new fleet of rolling stock over 
20 years 

2032 Contract negotiations and 
first coaches in 2015 

Transport National Road 
improvements 

45.4 SANRAL Maintenance improvements, 
refurbishment and new roads 

Ongoing Ongoing

Transport Rolling stock 
and locomotives 
for freight rail 

7.7 Transnet Acquire rolling stock and locomotives for 
general freight rail 

Ongoing 110 new locomotives 
purchased 

Transport Provincial road 
improvements 

25.5 Provincial Road 
Departments 

Maintenance, refurbishment and new 
roads 

2015 Work in progress

Transport Ncqura 
container 
terminal 

7.9 Transnet Improve port capacity by 800 000 units, 
first phase completed in 2012 

2013 Port complete, 5 berths 
fully functional and 
construction of port rail 
line under way.  

Transport Iron-ore line 13 Transnet Expand Sishen-Saldanha iron ore railway 
line 

2013 Feasibility studies 
completed 

Transport Moloto rail 10 Transnet 140 km line from Pretoria to Siyabuswa Unknown Feasibility study under way

Transport Manganese rail 
and terminal 

18 Transnet Upgrade rail, port and terminal capacity 
for manganese exports 

Unknown Feasibility study under way

Transport High speed rail 300 Department of 
Transport 

Build a passenger or freight line between 
Durban and Johannesburg 

Unknown Concept

Transport N2/R72 PE to 
East London 

5.3 SANRAL Capacity upgrades additional lanes and 
resurfacing 

Unknown Conceptual designs drafted

Transport N2 Richards Bay 
to Ermelo  

6.2 SANRAL Capacity upgrades additional lanes and 
resurfacing 

Unknown Conceptual designs and 
traffic and toll feasibility 
studies completed 

Transport Coal line 37 Transnet Upgrade of the coal line from 
Mpumalanga to Richards Bay to 80mt 
over 10 years 

2022 Feasibility studies 
completed 

Water Mokolo-
Crocodile water 
augmentation 
project 

14.0 TCTA Phase 1 of project to deliver water, phase 
2 in progress 

2014 Financing in progress for 
phase 2 

Water* 
(removed) 

Olifants river 
water resource 
development 
project - Phase 
2 

16.1 Department of Water 
Affairs and TCTA 

Construction of dam 2013 No update provided in 
2013  Budget 

Water * 
(removed) 

Olifants river 
water resource 
development 
project - Phase 
2 

 Department of Water 
Affairs and TCTA 

Bulk distribution system 2016 No update provided in 
2013 Budget 
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Water Lesotho 
Highlands water 
project phase 2 

7.5 TCTA Generation of hydroelectric power and 
development of water transfer scheme 

Unknown Memorandum of 
agreement ratified, 
financing options under 
discussion and tender for 
designs underway.  

Water Komati 1.7 TCTA Construction of water pipeline in 
Mpumalanga 

2012 Duvha line 97% complete, 
Matla 7km pipes delivered 
and pump station civil 
works complete. Water 
delivery soon 

Water Sedibeng 
regional 
sanitation 
scheme 

5 Sedibeng district 
municipality, Midvaal 
and Emfuleni local 
municipality 

Increasing capacity of wastewater 
treatment system 

Unknown Designs for treatment 
plant finalised and tenders 
for construction 
advertised. Tenders for 
Sebokeng and Meyerton 
sub regions are being 
adjudicated.  

Water Mzimvubu 
water resources 
development 

20 Dept of Water Affairs Build dam for hydroelectric and 
agricultural irrigation scheme 

Unknown Feasibility studies to be 
undertaken 

Water Rehabilitation of 
Dams 

2.7 DWAF Dam safety rehabilitation programme Ongoing 30 dams completed, 25 
dams in design and 7 dams 
under construction 

Liquid Fuels Oil and Gas 
exploration on 
the west coast 
(PetroSA) 

8.5 Central Energy Fund Exploration of commercially recoverable 
oil and gas volumes 

Unknown Well drilling, ongoing, 
including deepwater oil 
exploration 

Liquid fuels New 
multiproduct 
pipeline 
(Transnet) 

23.4 Transnet Construct trunk line from Durban to 
Jameson Park, northern pipeline network 
and terminals.  

 Trunk line completed in 
2012, construction of 
terminals under way 

Liquid Fuels * 
(removed) 

Project 
Mthombo 

200 PetroSA Build 360 000 bpd crude oil refinery at 
Coega and supporting infrastructure 

Unknown Feasibility studies 
underway for smaller-sized 
refinery 

Education Mpumalanga 
University 

10 Mpumalanga 
province 

A new university Unknown Feasibility studies 
completed – Funding 
committed.  Education Northern Cape 

University 
10 Northern Cape 

Province 
A new university Unknown 

Hospitals Limpopo 
Academic 
Hospital 

6 Limpopo Dept of 
Health 

Develop academic hospital, 600 bed -
construction should have started in 2011 

Unknown 

Feasibility studies in 
progress 

Hospitals Nelson Mandela 
Hospital 

6 Eastern Cape Dept 
Health 

Upgrade and rehabilitation of hospital Unknown 

Hospitals Chris Hani 
Baragwaneth 
Hospital 

6 Gauteng Dept Health Upgrade and rehabilitation of hospital Unknown 

Hospitals Dr George 
Mukhari 
Hospital 

6 Gauteng Dept Health Upgrade and rehabilitation of hospital Unknown 

Hospitals King Edward V 
III 

6 KZN Department of 
Health 

Upgrade and rehabilitation of hospital Unknown 

Housing Comubia 
Housing 
development 

5.1 Housing development 
agency and eThekwini 
Metropolitan 
Municipality 

19313 mixed-home, mixed-density 
houses 

2016/17 Detailed engineering 
design started and pilot 
phase construction 

Housing N2 Gateway 2.3 Housing development 
agency and Western 
Cape Department of 
Housing 

22 000 low income housing 2013 No update provided in 
20113 Budget 

Correctional PPP Prisons 8.0 Department of 
correctional services 

Upgrading of accommodation and related 
services to support the transformation 
process of correctional services facilities 

2013 No update provided in 
2013 Budget 

Source: 2011, 2012, 2013 Budget Reviews 
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Construction Cost Inflation 
 
Price adjustments were slightly more aggressive in 2013, due to a weaker currency, higher oil prices and rising inflation.  
Construction costs are influenced by price changes in plant equipment, materials, labour and fuel. Input costs for construction 
(average cost to contractor, not the final price to clients) increased by an average rate of 4,6% in 2012, compared to 6,5% in 2011. 
Price adjustments were more moderate because of more stable fuel prices.  
 
The outlook for 2014 assumes a further weakening in the currency and potentially higher international oil prices, 
including an acceleration in the consumer price index. Steel prices have already started to increase more rapidly in 
2014, and shortages of materials such as bitumen will also put upward pressure on prices. The composite index is 
therefore expected to accelerate from an average increase of 5,7% in 2013 to an average of 8,1% in 2014.  
 
Table 15: Construction Cost Inflation 
Index 2012=100 2011 2012 2013 2014 2015

Plant 98.4 100.0 106.3 119.0 121.4 

Fuel 91.9 100.0 107.2 121.3 129.9 

Materials 96.2 100.0 104.3 111.1 117.1 

Labour 186.6 197.2 208.5 221.0 233.8 

Composite 123.6 129.1 136.4 147.5 154.7 
Y-Y Inflation   

Plant 0.1 1.6 6.3 12.0 2.0 

Fuel 30.5 8.8 7.2 13.1 7.1 

Materials 2.4 3.9 4.3 6.5 5.4 

Labour 5.0 5.7 5.8 6.2 5.9 

Composite 4.7 4.5 5.7 8.1 4.9 
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Infrastructure expenditure by Vote 
 
There are various national departments that either directly or indirectly affect the construction industry.  There are 6 key 
departments that are responsible for 85% of total infrastructure expenditure.  
 
1. Department of Transport 
2. Human Settlements 
3. Cooperative Governance and Traditional Affairs (MIG) 
4. Department of Basic Education 
5. Department of Water Affairs 
6. Department of Health 
 
From within these national departments there are dedicated programmes to facilitate aspects such as planning, development and 
expenditure. We have tried to highlight those programmes directly responsible for construction related expenditure during the 
medium term.  
 
Table 16: Infrastructure Expenditure: Major Votes 
 
Major Votes 2014 MTEF '000 

Transport 111,567,300 

Human Settlement 90,428,500 

Municipal Infrastructure Grant (MIG) 45,548,700 

Education (Basic Education and Higher Education) 44,538,200 

Water 27,678,100 

Health 19,117,000 

Safety Related (Defense, Police and Correctional Services) 12,899,800 

IDZ's and SEZ's (DTI) 4,154,500 

Sub-total 355,932,100 

Total 386,517,100 

% of total 92% 

Source: National Treasury, Industry Insight 
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Table 17: Government Infrastructure Expenditure (Excl SOE’s), R mill, current prices, by vote  
 

20
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20
14
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20
15

/1
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20
16

/1
7 

20
14

 M
TE

F 

Water Affairs 2,466,400 3,569,300 4,950,800 5,508,300 7,640,000 9,741,900 10,296,200 27,678,100 

Transport 18,701,400 28,101,400 25,016,600 26,712,700 33,727,300 37,980,400 39,859,600 111,567,300 

Public Works 1255900 1011400 713000 676200 510400 844000 885200 2,239,600 

Health 4257100 5683400 5524400 5471000 6097000 6324400 6695600 19,117,000 

Human Settlements  18108700 21575900 22992800 26268000 28381400 30281100 31766000 90,428,500 

Cooperative Governance 
and Traditional Affairs 9704300 11443500 13879200 14354400 14683800 15098100 15766800 45,548,700 

National Treasury 1051500 887900 810700 824300 826300 835300 901100 2,562,700 

Arts and Culture 447800 364300 229800 509500 540100 564900 594900 1,699,900 

Labour 16900 7100 8600 5500 0 0 0 0 

International Relations 
and Cooperation  134500 205200 113000 202900 214000 223800 235700 673,500 

Home Affairs 67200 78900 27600 78200 183300 93800 96400 373,500 

Science and Technology 236900 417700 483700 579100 992400 1056700 1061600 3,110,700 

Correctional Services 950900 592400 744500 803100 813000 819900 863400 2,496,300 

Defense 699900 530700 1381700 1207700 1043300 1041300 2183500 4,268,100 

Justice and Constitutional 
Development 542500 683600 621200 784600 844500 784100 1046900 2,675,500 

Police  1118200 671100 691600 1036900 1099900 1149500 1210500 3,459,900 

Agriculture, Forestry and 
Fisheries 121300 262200 555200 468400 710100 691400 430700 1,832,200 

Communications 191000 533900 0 624300 131800 64900 68300 265,000 

Environmental affairs 601700 642800 337500 405700 546400 608200 540200 1,694,800 

Rural Development and 
Land Reform 6900 20800 470 2200 0 0 0 0 

Energy 4,263,100 4,462,300 4,589,100 3,575,000 4,149,300 5,837,200 6,146,600 16,133,100 

Trade and Industry 1224300 837300 949500 1144000 840000 1390000 1924500 4,154,500 

Parliament 0 0 0 0 0 0 0 0 

Basic Education 3227200 5597700 6860700 8830800 10073700 12116200 12873400 35,063,300 

Higher Education and 
Training 1,585,000 1,625,300 1,799,900 2,150,000 2,700,000 3,300,000 3,474,900 9,474,900 

Grand total 71,493,200 89,806,100 93,281,570 102,222,800 116,748,000 130,847,100 138,922,000 386,517,100 

Source: National Expenditure Estimates, Industry Insight 
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Table 18: Government Infrastructure Expenditure (Excl SOE’s), R mill, constant 2005 prices, by vote 
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2014 MTEF 

Water Affairs 1,570,918 2,134,635 2,819,854 2,959,804 3,801,149 4,487,883 4,391,886 12,680,918

Transport 11,911,439 16,806,158 14,248,839 14,353,675 16,780,432 17,496,749 17,002,274 51,279,455

Public Works 799,917 604,872 406,107 363,346 253,941 388,813 377,586 1,020,339

Health 2,711,465 3,398,981 3,146,562 2,939,761 3,033,456 2,913,514 2,856,035 8,803,006

Human Settlements  11,533,932 12,903,556 13,096,132 14,114,722 14,120,673 13,949,848 13,549,916 41,620,436

Cooperative Governance and 
Traditional Affairs 6,180,937 6,843,832 7,905,250 7,713,125 7,305,670 6,955,368 6,725,392 20,986,430

National Treasury 669,729 531,012 461,755 442,925 411,111 384,805 384,368 1,180,284

Sport and Recreation South Africa 326,489 0 0 0 0 0 0 0

Arts and Culture 285,216 217,871 130,888 273,772 268,717 260,237 253,757 782,712

Labour 10,764 4,246 4,898 2,955 0 0 0 0

International Relations and 
Cooperation  85,667 122,721 64,362 109,025 106,472 103,100 100,539 310,111

Home Affairs 42,802 47,186 15,720 42,020 91,198 43,212 41,120 175,529

Science and Technology 150,888 249,807 275,504 311,171 493,751 486,799 452,830 1,433,380

Correctional Services 605,655 354,287 424,049 431,534 404,494 377,710 368,287 1,150,491

Defense 445,786 317,387 786,982 648,940 519,076 479,704 931,381 1,930,161

Justice and Constitutional 
Development 345,533 408,830 353,820 421,593 420,166 361,218 446,559 1,227,944

Police  712,212 401,354 393,918 557,163 547,236 529,550 516,344 1,593,130

Agriculture, Forestry and Fisheries 77,259 156,810 316,228 251,688 353,298 318,513 183,717 855,528

Communications 121,653 319,301 0 335,458 65,575 29,898 29,134 124,606

Environmental affairs 383,239 384,429 192,232 217,997 271,852 280,185 230,424 782,461

Rural Development and Land 
Reform 4,395 12,440 268 1,182 0 0 0 0

Energy 2,715,286 2,668,697 2,613,838 1,920,974 2,064,412 2,689,072 2,621,857 7,375,341

Trade and Industry 779,791 500,751 540,812 614,712 417,927 640,343 820,903 1,879,174

Parliament 0 0 0 0 0 0 0 0

Basic Education 2,055,493 3,347,728 3,907,686 4,745,100 5,011,995 5,581,671 5,491,201 16,084,867

Higher Education and Training 1,009,530 972,017 1,025,179 1,155,271 1,343,338 1,520,239 1,482,233 4,345,809

Total 45,535,996 53,708,909 53,130,884 54,927,914 58,085,940 60,278,428 59,257,741 177,622,109

 
Source: National Expenditure Estimates, Industry Insight 
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Table 19: Government Infrastructure Expenditure, R mill, constant 2005 prices, by vote, Real Annual Percentage 
Change 
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Water 20.0% 35.9% 32.1% 5.0% 28.4% 18.1% -2.1% 14% 
Transport 6.1% 41.1% -15.2% 0.7% 16.9% 4.3% -2.8% 6.1% 

DPW -3.7% -24.4% -32.9% -10.5% -30.1% 53.1% -2.9% 6.7% 
Health 22.3% 25.4% -7.4% -6.6% 3.2% -4.0% -2.0% -0.9% 
Human Settlements 14.3% 11.9% 1.5% 7.8% 0.0% -1.2% -2.9% -1.3% 
Cooperative 
Governance 6.9% 10.7% 15.5% -2.4% -5.3% -4.8% -3.3% -4.5% 

National Treasury 
(Neighbourhood 
programme) 

33.8% -20.7% -13.0% -4.1% -7.2% -6.4% -0.1% -4.6% 

Sport & Recreation 
South Africa -77.3% -100.0% - - - - -  

Sub-total 6.9% 21.1% -2.6% 1.9% 6.6% 1.9% -2.8% 1.9% 
Arts and Culture -4.3% -23.6% -39.9% 109.2% -1.8% -3.2% -2.5% -2.5% 
Labour -39.6% -60.6% 15.4% -39.7% -100.0% - - - 
Foreign Affairs -21.8% 43.3% -47.6% 69.4% -2.3% -3.2% -2.5% -2.7% 
Home Affairs 15.2% 10.2% -66.7% 167.3% 117.0% -52.6% -4.8% 19.9% 
Science and 
Technology -67.4% 65.6% 10.3% 12.9% 58.7% -1.4% -7.0% 16.8% 

Correctional Services 9.7% -41.5% 19.7% 1.8% -6.3% -6.6% -2.5% -5.1% 
Defense -21.9% -28.8% 148.0% -17.5% -20.0% -7.6% 94.2% 22.2% 
Justice and 
Constitutional 
Development 

-11.6% 18.3% -13.5% 19.2% -0.3% -14.0% 23.6% 3.1% 

Safety and Security 0.5% -43.6% -1.9% 41.4% -1.8% -3.2% -2.5% -2.5% 
Agriculture -2.8% 103.0% 101.7% -20.4% 40.4% -9.8% -42.3% -3.9% 
Communications -77.6% 162.5% -100.0% - -80.5% -54.4% -2.6% -45.8% 
Environmental affairs 
and Tourism 21.2% 0.3% -50.0% 13.4% 24.7% 3.1% -17.8% 3.3% 

Land Affairs 137.0% 183.1% -97.8% 341.6% -100.0% - - - 
Energy 62.9% -1.7% -2.1% -26.5% 7.5% 30.3% -2.5% 11.7% 
Trade and Industry -16.3% -35.8% 8.0% 13.7% -32.0% 53.2% 28.2% 16.5% 
Basic Education -20.1% 62.9% 16.7% 21.4% 5.6% 11.4% -1.6% 5.1% 
Higher Education and 
Training 4.2% -3.7% 5.5% 12.7% 16.3% 13.2% -2.5% 9.0% 

Grand total 4.4% 17.9% -1.1% 3.4% 5.7% 3.8% -1.7% 2.6% 

 
Note: Current prices deflated using Industry Insight estimated building cost escalations for 2010/11 - 2016/17 
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Department of Transport 
 
 

The aim of the Department of Transport is to establish a national transport system that 
enables national, provincial and local provision of efficient, affordable and fully 

integrated infrastructure and services that best meet the needs of transport users and 
promote economic and social development while being environmentally and 

economically sustainable. 
 

 
Total expenditure is expected to increase to R111,5 bn over the medium term, from R25 bn in 2012/13, to R39,8 bn 

in 2016/17.  Growth outlook is favourable, projected to increase by 26,3% in 2014/15, averaging 14.6% over the 

MTEF.  

 
Table 20: Summary of expenditure on infrastructure, current prices, R’000: Department of Transport 

 2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2014 MTEF 

SANRAL Road 
projects 2,847,500 4,065,200 11,477,300 6,602,600 7,043,500 8,180,800 8,545,700 8,998,600 25,725,100 

PRASA (Rail) 
3,831,800 5,110,300 6,134,800 6,701,100 7,481,100 10,711,000 9,681,500 10,194,700 30,587,200 

Public Transport 
Infrastructure and 
systems grant 2,421,200 3,699,500 4,611,600 4,884,400 4,668,700 5,126,000 5,278,900 5,558,700 15,963,600 
Provincial Road 
maintenance 
grant 4,162,200 4,080,100 5,872,400 6,828,500 7,519,500 9,361,500 9,952,300 10,291,900 29,605,700 

Total 
16,239,300 17,393,500 28,096,100 25,016,600 26,712,700 33,727,300 37,980,400 39,859,600 111,567,300 

SANRAL 
contribution 17.5% 23.4% 40.9% 26.4% 26.4% 24.3% 22.5% 22.6% 23.1% 

 
 
 
Table 21: Summary of expenditure on infrastructure, current prices, R’000: Department of Transport: Annual 
Change 

 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2014 MTEF  
Avg) 

SANRAL Road projects 182.3% -42.5% 6.7% 16.1% 4.5% 5.3% 8.6% 

PRASA (Rail) 20.0% 9.2% 11.6% 43.2% -9.6% 5.3% 13.0% 
Public Transport Infrastructure 
and systems grant 24.7% 5.9% -4.4% 9.8% 3.0% 5.3% 6.0% 
Provincial Roads Maintenance 
grant 43.9% 16.3% 10.1% 24.5% 6.3% 3.4% 11.4% 

Total 61.5% -11.0% 6.8% 26.3% 12.6% 4.9% 14.6% 
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o Limpopo’s 1 628 km road network will be incorporated into SANRAL’s network in 2014, following 
similar requests in 2012 from Eastern Cape (2 113 km) and North West (1 142 km).  Thus in 2012 an 
additional 3 500km of roads were incorporated into the national road network under SANRAL’s 
custodianship.  

o The network under SANRAL’s jurisdiction will eventually grow to 35 000km 
o Currently the toll road network accounts for 15,8% (3 120km) of SA’s 19 704km national road 

network. SANRAL manages 1 832km of these toll roads.  
o Although SANRAL has the capacity it is limited by financial constraints. The size of the non-toll road 

network increased by 27% but the budget allocation increased by only 9% (according to the 2013 
budgetary allocations).  Last week’s budget statement allocated R24 billion over the medium term 
for the design, construction and maintenance of the roads SANRAL controls.  

o SANRAL has been appointed as the coordinator for the SIP4 projects which covers the North West 
Province.  
 
 

 Spending on the Provincial Road maintenance grant is expected to increase by 24,5% in current prices to 
R9,3bn. 

o Spending on road maintenance will be prioritised, according to Treasury, over the medium term. 
Spending is dominated by expenditure to extend the length of the non-toll road network from 16 
500 kilometres to 18 215 kilometres.  

 
 Allocations towards Rail infrastructure is projected to increase by 43,2% to R10,7bn in 2014/15.  

o R80bn was allocated to PRASA to renew stock fleet over 20 years from 2012. The first coaches 
should be available in 2015.  
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Department of Human Settlements 
 

The aim of the Department of Human Settlements is to determine, finance, 
promote, coordinate, communicate and monitor the implementation of 

housing and sanitation policies and programmes. 
 

The allocation in real terms is expected to fall by an average of 1,3% in the medium term. Expenditure is projected 

to reach R31,8 bn in 2016/17, totalling R90,4bn over the medium term period.  

 
 
Table 22: Department of Human Settlements: Infrastructure expenditure (including grants to provinces) 
 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2014 MTEF 
Current prices 18,108,700 21,575,900 22,992,800 26,268,000 28,381,400 30,281,100 31,766,000 90,428,500 
Constant 2005 
prices 11,533,932 12,903,556 13,096,132 14,114,722 14,120,673 13,949,848 13,549,916 41,620,436 

Real % Change 14.3% 11.9% 1.5% 7.8% 0.0% -1.2% -2.9% -1.3%
(Avg) 

% of Total 
National 
Expenditure 

3.97% 4.32% 4.27% 4.50% 4.47% 4.43% 4.39% 4.4% 
(Avg) 

Housing 
delivery targets 
(Subsidized) 

185,425 179,197 200,076 209,953 215,000 653,842 

 
 
Table 23: Human Settlement Detailed Summary of Infrastructure Expenditure 
  2009/10 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 2014 

MTEF 
Rural 
household 
infrastructure 
grant 

Basic water 
and sanitation 
infrastructure 
provided 

- 62 187 206 207 113 118 125 356 

Accelerated 
community 
infrastructure 
programme 

Basic water 
and sanitation 
infrastructure 
provided 

- 47 - - - - -  - 

Human 
settlement 
development 
grant 

Houses 
completed 
and sites 
serviced 

10,819 13,032 15,122 15,395 16,984 17,084 18,533 20,410 56,027 

Human 
settlement 
development 
grant 

Eradication of 
bucket toilets - - - - - 899 975 - 1,875 

Urban 
settlements 
development 
grant for cities 

Bulk 
infrastructure 
installed 4,418 4,968 6,267 7,392 9,077 10,285 10,655 11,232 32,171 

Total  15,238 18,109 21,576 22,993 26,268 28,381 30,281 31,766 90,429 

 
The NDP highlights the need to provide for a more efficient urban space where suitable shelter is provided in terms of demographic 
profile, typology and location.  
 

 Delivery of housing by the State is being transformed.   
 

o Spending focus will be on delivery of low income housing, and the upgrading of informal 
settlements, including thereby a focus to purchase suitable land 

o R88bn over the MTEF period from the Human Settlement Development grant and the 
Urban Settlement Development grant will be used to  

 Deliver 215 621 units over the next three years 
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 Upgrade 92 000 serviced sites in informal settlements, and 
 Acquire 7197 hectares of land 

o R900 million reprioritised from Human Settlement Development Grant to create Municipal Human 
Settlement Capacity Grant to assist accredited municipalities that are now directly accountable for 
housing delivery 

o R1,9 bn allocated towards the bucket eradication programme over the next two years to remove a 
total of 273 297 buckets from households (at an average cost of R7000/bucket). 

o Under delivery will lead to a reprioritisation of allocations. The Urban Settlement development grant 
was reduced by R130m due to under spending in Manguang and Buffalo City.  

 
 Greater focus on the development of rental housing 

 
o Contributions to this sub programme is the fastest over the over the MTEF period to support the 

delivery of rental housing through the social housing programme, under the Social Housing 
Regulatory Authority. Expenditure is projected to increase by an average annual rate of 27% 
between 2010/11 and 2016/17.  

o Spending on the capital restructuring grant (transferred to the Social Housing Regulatory Authority) 
is expected to increase at an average annual rate of 12,5% and will deliver approximately 17 977 
medium density rental housing units for households earning between R1500 and R7500 per month. 

 
 

 Accountability 
 

o In order to improve delivery, accountability is being shifted from provinces to metropolitan municipalities, in 
order to improve alignment in the planning and implementation of residential infrastructure and housing 
projects.  

o In 2013/14 a portion of the rural household infrastructure grant was converted to a direct grant to 
municipalities to strengthen accountability to deliver services to households. 

 
 Policy 

o The department is drafting a green paper for human settlements to support the NDP’s vision 
 Over the MTEF the department will focus on achieving better spatial targeting for new 

urban developments 
 Ensure adequate housing opportunities  
 Support the development of a well-functioning and equitable residential market 
 Improve institutional capacity and intergovernmental coordination 

o Developing a proposal to introduce incentive for the construction of affordable housing in the form 
of a tax incentive for developers to build new housing stock (at least 5 units) for sale below R300k 
per dwelling. Options include either a tax credit or deduction at either a fixed rand amount per unit 
or as a percentage of the value of the dwelling. The proposal has not yet been submitted for public 
consultation.  

 
In spite of over 3 million houses having being delivered since 1994, the housing backlog is still estimated at 1,2 million. Population 
growth and urban-rural migration patterns are putting pressure on cities to adapt and expand infrastructure. According to Treasury 
nearly 70% of the housing backlog is in urban areas. Government admits that the housing budget is inadequate, curbing the pace of 
housing delivery, amidst growing demand and higher building and land costs.  
 
 
Housing and Mining townships 
 
R1,1 bn was allocated in the 2013 Budget to support the informal settlement upgrading programme in mining towns.  There are 
arguments that support the view that mining houses should not be responsible to provide housing for their workers, and that this 
should be the responsibility of the local municipality. A similar model should then be applied to the agricultural sector?  
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Housing Accreditation 
 
The department will continue to establish the necessary mechanisms for the rollout 
of accreditation, as provided for in the Housing Act (1997).  
 

- By December 2009, 18 municipalities were granted level 1 
accreditation, which allows their councils to identify housing 
projects. Seven of these municipalities have been audited to 
assess their compliance with the new requirements to perform 
housing functions in terms of the accreditation framework.   

- In 2011/12 8 compliance certificates for level 1 and 2 
accreditation were issued to 6 metropolitan and district 
municipalities.  The department aims to finalise compliance 
assessments for 27 municipalities by 2014.  

 
 
Housing Authorities 
 

 The Social Housing Regulatory Authority was established in 2010 in terms of the Social Housing Act (2008). The 
authority invests in social housing and regulates the social housing sector.   

o Spending focus over MTEF period will be on investment in and the regulation of the social housing sector. 
o Largest spending item is the transfer of capital grants to social housing institutions for the building of medium 

density rental houses, facilitating the delivery of 17 977 social housing rental units and is funded by a transfer 
from Department of Human Settlements. 

 
 National Home Builders Registration Council protects the interests of housing consumers by providing warranty 

protection against defined defects in new homes and to regulate the homebuilding industry in terms of the Housing 
Consumers Protection Measures Act (1998).  

o Main source of revenue is derived from the insurance premiums charged for the enrolment of 
homes, registrations fees for home builders, renewal fees, sale of manuals, and technical services 
provided to provinces. 

o Revenue projected to increase to R1,1 bn in 2016/17 driven mainly by enrolment fees.  
o Revenue fell by 21,6% in 2013/14 as a result of completion of rectification work on behalf of the Kwazulu Natal 

Department of Human Settlement. 
o Builders that are appointed by the provincial housing departments are encouraged to work more closely with 

the NHBRC to ensure the provision of quality housing without the need for rectifications later. 
 

 National Housing Finance Corporation, established in 1996 to improve access to housing credit for the low and 
middle income housing market by facilitating private sector lending for housing purposes.  

o Between 2011/12 and 2013/14 revenue decreased as a result of the contraction in the housing 
market 

o Main spending focus will be on facilitating the development of housing opportunities by providing 
commercial and project financing.  
 

 
 

  

3 Levels of Accreditation 
 
 Level One: beneficiary 

management, subsidy budget 
planning and allocation and priority 
programme management and 
administration (Delegated 
functions); 

 Level Two: Full programme 
management and administration of 
all housing 
instruments/programmes [in 
addition to Level One] (Delegated 
functions); 

 Level Three: Financial 
administration (All functions – 
Levels one, two and three – are 
assigned). 
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Municipal Infrastructure Support Agency 
 

 Established in 2012/13 
 Aims to address current failures in infrastructure delivery and service provisions, through technical advice and support 
 Facilitate the development of engineers, scientists, and technicians to municipalities that are struggling with 

infrastructure delivery 
 In 2012/13 the agency facilitated the placement of 68 technical professionals in 100 municipalities, technical experts 

supported the implementation of 220 water supply projects, 128 sanitation infrastructure projects, 40 energy projects 
and 18 waste management infrastructure projects.  

 Allocations increased to R294m in 2014/15 (R262m 2013/14), totalling R917.6m over the MTEF period 
 
Disaster Relief Transfers 
 

 To provide immediate relief for disasters for provinces and municipalities to respond quickly to the immediate needs of 
affected communities after disasters have occurred. It includes the repair of infrastructure that supports basic services 
and the provision of environmental health and humanitarian relief within three months following declaration.  

 Municipal Disaster Recovery Grant - Receives R59,1m for the disasters that occurred in 2009/10 in Limpopo, Kwazulu 
Natal and Western Cape 

 Gauteng is likely to receive increased allocations due to heavy rains experienced in the 1st quarter of 2014 
 
Community Works programme 
 

 Focussed on the development of public assets in poor communities, provide income security and work experience for 
participants, as well as promote social and economic inclusion 

 Expenditure expected to increase to R3,7bn over the medium term 
 Receives additional allocations to expand the community works programme to increase the number of participants from 

172 000 in 2013/14 to 362 000 in 2016/17 
 
Municipal Systems Improvement Grant 

 In order to improve in-house capacity R252,2 million is allocated in 2014/15 to assist municipalities, totalling R788.2m 
over the MTEF period.  

 

Municipal Infrastructure Grant (MIG) 
 
The Municipal Infrastructure Grant (MIG), introduced in 2004 - combines existing infrastructure grants - funds projects for water 
and sanitation services, roads, storm-water infrastructure, solid waste disposal, community services and other municipal services 
included in the integrated development plans (IDP).  It supplements capital budgets to eradicate backlogs in municipal 
infrastructure.  
 
Achievements in 2012/13: 
 

 41 000 households with access to water services 
 148 000 households with basic sanitation 
 10 600 households with community lighting 
 1299km of roads constructed in communities 
 
 

Projects typically involve local contractors and are labour intensive, targeting women and youth for employment and training in line 
with the expanded public works programme and the community work programme. This grant is the main conduit of funds to 
municipalities for capital spending to extend basic services.  
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Trans Caledon Tunnel Authority (TCTA) 
 

 Established in 1986 in terms of the Water Act (1956) in conjunction with section 108 of the National Water Act (1998). 
 Objective is to finance and implement bulk raw water infrastructure within an acceptable risk framework and in the most 

cost effective way to benefit water consumers. TCTA also plays an advisory role  in the water sector.  
 TCTA’s have shown increased revenue as a result of increased construction activity on projects which led to tariff revenue 

being received from the department for projects completed.  
 Expenditure is projected to increase by approximately 10% in real terms in 2014/15 to R4,3 bn compared to an increase 

of 24% in the previous year.  
 However, expenditure is projected to fall by 26% in real terms in 2015/16, with only an inflationary linked increase 

proposed for 2016/17.  
 

 Table 28: TCTA Infrastructure Expenditure 
Rm, Current prices 2010/11 2011/12 2012/13 2013/14 2014/15 2015/16 2016/17 
Lesotho Highlands 3,534 2,747 2,940 3,233 4,415 4,349 4,579 
Berg Water project 128 254 93 94 74 61 65 
Vaal River Eastern 
Subsystem 406 794 396 234 344 347 365 

Mooi Mgeni Transfer 
Scheme 99 316 580 577 369 179 188 

Olifants river water 
resource development 
project 

68 101 457 1,315 1,974 1,645 1,732 

Komati Water Scheme 
Augmentation 95 511 445 244 133 133 140 

Mokolo Crocodile Water 
Augmentation 104 278 562 781 429 207 218 

Acid Mine Drainage - 80 97 899 1,011 73 77 
Total 4,433 5,080 5,570 7,376 8,750 6,994 7,364 
Annual Nominal Change 
Lesotho Highlands - -22.3% 7.1% 9.9% 36.6% -1.5% 5.3% 
Berg Water project - 98.4% -63.3% 0.9% -21.1% -17.5% 5.4% 
Vaal River Eastern 
Subsystem - 95.6% -50.2% -40.8% 46.9% 0.8% 5.3% 

Mooi Mgeni Transfer 
Scheme - 220.3% 83.9% -0.6% -36.0% -51.6% 5.3% 

Olifants river water 
resource development 
project 

- 48.4% 354.2% 187.8% 50.1% -16.7% 5.3% 

Komati Water Scheme 
Augmentation - 440.0% -13.0% -45.1% -45.4% -0.7% 5.3% 

Mokolo Crocodile Water 
Augmentation - 167.0% 102.3% 38.9% -45.0% -51.7% 5.3% 

Acid Mine Drainage - 20.6% 826.6% 12.4% -92.8% 5.3% 
Total - 14.6% 9.6% 32.4% 18.6% -20.1% 5.3% 
Market Share 
Lesotho Highlands 80% 54% 53% 44% 50% 62% 62% 
Berg Water project 3% 5% 2% 1% 1% 1% 1% 
Vaal River Eastern 
Subsystem 9% 16% 7% 3% 4% 5% 5% 

Mooi Mgeni Transfer 
Scheme 2% 6% 10% 8% 4% 3% 3% 

Olifants river water 
resource development 
project 

2% 2% 8% 18% 23% 24% 24% 

Komati Water Scheme 
Augmentation 2% 10% 8% 3% 2% 2% 2% 

Mokolo Crocodile Water 
Augmentation 2% 5% 10% 11% 5% 3% 3% 

Acid Mine Drainage 0% 2% 2% 12% 12% 1% 1% 
Total 100% 100% 100% 100% 100% 100% 100% 
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Infrastructure spending takes place through two conditional grants: 
. 

 Provincially delivered Health facilities revitalisation grant and the Nationally delivered Health facilities revitalisation grant 
component of the national health grant 

 Allocations towards health infrastructure have been revised downwards in the 2014 Budget.  
 Instead of a projected 8% increase in expenditure in 2013/14, spending fell by 1% in nominal terms, which translated to a 

decrease of 6,6% in real terms. Spending is projected to increase by 11% in nominal terms in 2014/15 to R6,1 bn (or 3,2% 
in real terms).  

 R19,1 bn is projected for projects over the medium term, but in real terms this translates to negative growth of -0.9% 
over the medium term as increased allocations over the three year period will be insufficient to cater for an increase in 
construction costs.  

 There are currently 7 mega projects and 50 large projects being implemented by national or provincial departments. 
 

 Feasibility Design Tender Construction 
Gauteng New Hospital 

Shoshanguve (R1.4bn) 
 
Sebokeng, Khayalami and 
Jubilee replacement 
hospitals (R1,1 bn in 
total) 
 
Replacement of Dr Yusuf 
Dadoo Hospital R223m 
(pre-feasibility) 
 

   

Limpopo Tshilidzini Hospital 
(R1.4bn) Replacement 
 
Elim Hospital R800m 
(Replacement) 
 
Thabazimbi replacement 
hospital R338m 
 
 
 

Siloam Hospital, R800m, 
replacement 
 

 Upgrade of Letaba 
Hospital R381m 
 
Upgrade of Maphuta L 
Malatji Hospital R251m 
 

Eastern Cape Bambisana Hospital 
R800m) Replacement 
 
Zithule Hospital (R968m)  
Replacement 
 
Upgrading of Madwaleni 
Hospital R220m 
 

 Several small contracts 
out to tender, avg R8m 
per tender to replace 
clinics 

Cecilia Makiwane 
Hospital R1,1bn 
 
Upgrade of Frontier 
Hospital (R476m) 
 
Upgrade of St Elizabeth’s 
Hospital R724m 
 
Upgrade of Dr Malizo 
Mphele Memorial 
Hospital R378m 
 

Free State New National Hospital 
(Manguang), R478m 

Dihlabeng Hospital, 
R400m, Upgrade and 
maintenance 
 
Upgrading of Psychiatric 
Hospital, R594m 
 
 

 Revitalisation of 
Pelonomi Hospital R604m 
 
Revitalisation of 
Boitumelo Hospital 
R840m 
 
 

Mpumalanga   Several smaller contracts 
out to tender, avg R75m 
per tender to replace 
community health 

Upgrade of Rob Ferreira 
Hospital R887.m 
 
Upgrade of Thema 
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Other Infrastructure Allocations accounting for 15% of 
total projected infrastructure expenditure 
 

Neighbourhood Development Partnership Grant (National 
Treasury): R2,5 bn MTEF 
 
 

 The Neighbourhood Development Partnership Grant is directed at eradicating spatial inequality and creating liveable, 
sustainable, resilient, efficient and integrated towns and cities.  It is driven by the principle that public investment and 
funding can be used to attract third party public and private sector investment to unlock investment and economic 
potential in targeted underserved neighbourhoods (generally in townships).  It is thus focussed on township development 
improvements.  
 

 In 2011/12 the neighbourhood development partnership formulated a new approach, the URBAN NETWORKS STRATEGY.  
It shifts infrastructure investments towards the creation of efficient and effective urban centres to increase economic 
growth create employment and increase access to urban amenities.  This approach locates township development as part 
of wider integrated city planning which includes the spatial prioritisation and targeting of public sector capital 
investments.   

 
 Capital investment through this grant comparing 2013 vs 2014: 

 
March 2013: R2,7 bn March 2014: R3,5bn 

 20,1% Community facilities 
 1,6% utility infrastructure 
 1,6% green efficiencies 
 37,5% nodal and corridor upgrading 
 13,5% small and medium enterprise 

facilities 
 27,5% transport infrastructure 

 20,1% community facilities 
 1,6% utility infrastructure 
 1,6% green efficiencies 
 37,5% nodal and corridor upgrading 
 13,5% small and medium enterprise 

facilities 
 27,5% transport infrastructure 

 
 

 Expenditure on this grant is projected to decrease by 7% in real terms in 2014/15, averaging negative growth 
of 4,6% over the medium term.  Allocations over the medium term is projected to reach R2,5 bn.  

 
 
 

National electrification programme 
(Department of Energy): R16,1 bn 
MTEF 
 
 

 The NDP envisages that by 2030 SA will have an adequate 
supply of electricity and liquid fuels to ensure that economic 
activity and welfare not disrupted and that at least 95% of the 
population should have access to grid or off-grid electricity 
 

 The integrated national electrification programme consists of 
transfer payments to municipalities, Eskom and non-grid 
service providers for grid and non-grid electricity connections 
to schools, clinics and households.   

Cost of having insufficient 
electricity available could be as 

much as R75 000/MW,  
100 times higher  

than the R750/MW required to 
build new electricity generation 

capacity 
Tore Horvei

NorConsult, Director
3 March 2012, Engineering News
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 Allocations increased by 16% in nominal terms to R4,2 bn in 2014/15, with a further 40% increase projected 

in 2015/16.  
 

 Total expenditure is projected to reach R16bn over the MTEF period, with an average growth of 20% in 
nominal terms.  This will be used to: 
 

o Electrify 905 000 households 
 Construction of 50 new substations, 32 by IPP’s 
 Upgrading of 30 substations 

 
 Bulk of allocations are transferred to Eskom, representing 65% of total allocations.  

 
 The department received a budget allocation of R4,5 bn between 2010/11 and 2012/13 to transfer to 

Transnet for the construction of the new multi products pipeline. The payments were made quarterly over 
the period subject to submission of process reports. No further allocations were included in as from 2013/14.  
 

 New household electrification strategy was approved by cabinet in June 2013 and aims to achieve 
universal access to electricity by 79% of all households by 2025.  However this target is being questioned as it 
will have a profound impact on the already short supply of electricity. There are budgetary and human-
resource constraints which means it may take somewhat longer than expected to achieve the targets.  
Electrification of informal settlements remains a challenge as occupation generally takes place unplanned 
and the occupied areas are often unsuitable for habitation.  By 2014 the INEP had hoped to electrifying 92% 
of formal households, however funding challenges resulted in the INEP electrifying only 86% of households.  
 

 Integrated resource plan involves the development of infrastructure including power stations and 
transmission lines by Eskom and IPP’s.  

 
- Focus given to introduce IPP’s using renewable energy technologies such as wind, solar, photovoltaic, concentrated 

solar power, biomass and hydro through bidding rounds in terms of which project developers compete on the most 
attractive projects that yield the lowest cost to the consumer while maximising local economic development.  

- By September 2013 three bidding rounds under the renewable energy IPP procurement programme had been 
concluded to contract about 3 900 MW which represents approximately R120bn of direct investment in the green 
economy.  

- By 2030 at least 20 000 MW of the additional 29 000 MW electricity needed should be supplied through renewable 
resources.  

- Further bidding rounds in which bidders will be awarded contracts for generating 1000 MW will be held each year 
until the capacity of 18 GW has been created, in line with the integrated resource plan.  

- IPP’s will also be introduced to the baseload programme utilising coal, co-generation, gas and imported hydro 
technologies. This is in parallel to the baseload programme executed by Eskom in terms of which Medupi and Kusile 
power stations are being developed.  

 
 

 Renewable Energy as part of the Departments Clean Energy programme, ensures the integration of renewable 
energy into SA’s mainstream energy supply by planning and coordinating initiatives and interventions focussed on the 
development and improvement of the renewable energy market.  

o In 2012/13 an umbrella memorandum of understanding was completed with the Central Energy Fund and 
Northern Cape provincial government for the development of a solar park, which included the land access 
agreement for an Uppington site.  By the end of 2013/14 the solar park corridor development feasibility studies 
report should have been submitted to Cabinet for approval. The corridor consists of 6 sites.  

o Allocations to renewable energy and energy efficiency have been reduced over the medium term from R1.4bn 
(energy efficiency in 2013/14) to R981m in 2016/17 and from R140m (Renewable energy in 2013/14) to R63m 
in 2016/17.  

o A total of 47 projects have already moved through to financial closure and are at various stages of 
development.  

o Financial institutions are well positioned to provide adequate finance over the medium term to finance long-
term, large scale projects. (E-lib ref 18775). Currently about 60% of the financing for the REIPPP projects were 
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 Bulk of expenditure related to safety infrastructure over the medium term period is allocated to the Department of 

Defence (R4,3 bn) followed by Police (R3,5 bn), Justice and Constitutional development (R2.7bn) and Correctional 
Services (R2,5 bn).   

 
 Allocations for 2014/15 is projected to fall by 8% in real terms, or by 0,8% in nominal term, mainly due to a reduction in 

allocations towards Defence (down 13,6% in nominal terms to R1,04 bn from R1,2 bn in 2013/14). 
 

 No real growth is expected in allocations towards Correctional services, while only marginal growth in real terms can be 
expected in expenditure by the Department of Justice and Constitutional Development (up 7% in nominal terms in 
2014/15 compared to the 2013/14).  

 
 The 2014 Budget includes a comprehensive list of infrastructure projects and allocations for the next three years, in the 

various Departments listed above.  
 

 Correctional services – Spending on infrastructure decreased from R950m in 2010/11 to R803m in 2013/14 and is 
projected to increase to R863m in 2016/17. Under spending on capital works projects are also to blame for the decrease 
(as in the case with reduced allocations in the Department of Defence).   
 

o Tender: 
 R328m Standerton correctional centre 

o Design 
 R298m Burgersdorp correctional centre (311 additional beds) 
 R278m Ingwavuma correctional centre (212 additional beds) 
 R230m Zeerust correctional centre (500 additional beds) 
 R219m Nongoma correctional centre (191 additional beds) 
 R225m Nkandla Correctional centre (153 additional beds) 

 
 

 Defence – infrastructure allocations were cut compared to 2012 and 2013 budgets, from R1,4 bn in 2012/13 to R1,04bn 
in 2014/15.  R798m was allocated in 2014/15, projected to increase to R846m in 2015/16 for the refurbishment of 
existing brick and concrete buildings of military bases and units, comprising the bulk of the infrastructure allocations.  
 

 Police – Infrastructure allocations were reduced between 2010/11 and 2013/14 due to delays in the implementation of 
a number of projects.  These projects were rescheduled over the MTEF period to allow for proper planning and explains 
the increase in infrastructure over the medium term from R691m in 2012/13 to R1, 1 bn in 2014/15 and R1,2 bn in 
2016/17. Allocations are mainly earmarked for construction and upgrading of police stations, including plans to build 
ramps to make police stations more accessible to people with disabilities. Over the medium term the department will 
prioritise the construction of a shooting range at Faure in Western Cape at an estimated cost of R181m.  
 

 Justice and Constitutional Development – Spending on infrastructure increased from R542m in 2010/11 to R784m in 
2013/14 and is projected to increase to R1bn per annum over the medium term.  
 

o The department will complete the construction of the Polokwane High court in 2014/15 at a cost of R796m.  
o The construction of the Mpumalanga high court is expected to be completed in 2015/16 at a cost of R706.4m.  
o In 2014/15 work on the construction of six new magistrate courts will begin at a total cost of R967m, located in 

Richards Bay and Port Shepstone (KZN), Plettenberg Bay (WC),  Booysens (GAU) and  Bitiyi and Dimbaza 
(Eastern Cape).  

o Refurbishment and provision of additional accommodation for the South Gauteng High court will continue and 
is expected to be completed in October 2015.  

o Other major projects over the medium term include the relocation of the family court in Cape Town and the 
provision of new offices for the National Prosecuting Authority in Pietermaritzburg (KZN) which will be 
completed at a total cost of R238m.  
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 The objectives of the National Public Works Programme is to promote the growth and transformation of the 

construction and property industries, to promote uniformity and best practice and to ensure the creation of 
work opportunities coupled with training for the unskilled through the expanded public works programme.  
The main challenge facing the department’s core business is skills shortages and a need to structure human 
resource development programmes in line with skills requirements.  

 
 

 The expanded public works programme (EPWP) has been mandated to intervene and play an active role in 
bridging the gap between the second and first economies by becoming the government leader in the 
creation of job opportunities. Thus it utilises government expenditure to create targeted job opportunities.  
The EPWP aims to address unemployment and poverty in the country by providing employment 
opportunities to unemployed citizens, and simultaneously bolstering investor confidence in the labour 
market.  Small contractors are mentored under the programme, teaching them the skills to compete viably in 
tenders for municipal and provincial government labour-intensive projects.   The second phase of the EPWP 
is in the second year of implementation, committed to deliver 4,5 million work opportunities over five years.  
 

 Policy Regulations:  
 

o Construction Industry Development Board – creates an enabling environment for transforming the 
construction and development industry by developing appropriate legislation and implementing 
monitoring mechanisms for the industry. Over the medium term he Agrement South Africa bill and 
amendments to the Built Environment Professions bill will be tabled in Parliament.  

o Property Industry Development Programme – provides leadership and guidance on the 
transformation of the property industry and promotes uniformity and best practice on immovable 
asset management in the public sector through policy development.  

o Expropriation Bill – Spending over the medium term will be on tabling the Expropriation Bill which 
provides for the expropriation of property for public purpose or in the public interest, subject to just 
and equitable compensation.  

o Council for the Built environment – oversees and regulates the 6 professional councils responsible 
for regulating the built environment such as architects, engineers, quantity surveyors, landscape 
architects, property valuers and project and construction managers.  

o Green Building Policy – DPW will also be responsible for the adoption of Green buildings within the 
public sector and will establish a green building network amongst key public sector entities to: 

 Facilitate and encourage the uptake of Green Building Policies.  
 Establish and implement relevant green building demonstration projects together with 

awareness raising, education, and information campaigns aligned to selected key strategic 
objectives.  

 DPW will facilitate the development of an implementation plan, including co-funding of a 
minimum of three public sector green building demonstration projects by mid 2014.  
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Conclusion 
 
 
The 2014 Budget continued to focus on key priorities, 
strongly geared towards those sectors that support job 
creation, skills development and education. Whilst 
maintaining spending on critical infrastructure such as 
water and transport, some of the smaller votes 
experienced cuts in infrastructure spending, pushing 
project implementation to 2016/17, a trend that already 
started in the 2013 Budget. These spending cuts affected 
mainly projected spending in the building industry. Where 
infrastructure allocations are increased, in many cases it 
will not be sufficient to cater for higher construction costs 
during the medium term, resulting in many cases in 
negative real growth.  
 
Central to the NDP, the framework used to identify 
spending priorities, is government’s commitment to 
partnership, but this is easier said than done and is 
nothing new. For the private sector to participate in a 
meaningful way government need to provide the 
necessary incentives and initiatives to engage the private 
sector in a more proactive manner. This has been a long 
standing request from the consulting engineering industry.  
 
Issues that will shape the construction industry in the 
coming years will be the implementation of the 
Infrastructure Development Bill, once gazetted, putting 
into action the necessary coordination to facilitate the 
implementation of the 18 identified strategic 
infrastructure projects. The issue on “Centralised 
Procurement” remains a somewhat vague debate, as it is 
still unclear exactly how this approach will impact in the 
work flow whilst curbing procurement irregularities.  
 
The re-alignment of the housing budget means 
government will not be increasing the delivery of 
subsidised housing, as allocations are re-prioritised to the 
development and construction of rental housing and the 
upgrading of informal settlements.   Thus as more focus is 
given to rental housing construction, private sector 
participation in the affordable housing market 
development, is becoming more important.  The housing 
policy in our view remains distorted and not maximising 
utilisation of limited urban space.  
 
As we have seen over the past few years, allocations are 
not keeping pace with higher construction cost inflation. 
Allowing for building cost inflation in the near term 
(averaging between 6% and 8%), allocations will more than 
likely be eroded in the next three years.   Real growth in 
infrastructure spending by government departments 
(excluding State owned enterprises) has slowed from 
around 18% in 2009/10 to 3,4% in 2013/14 and is expected 
to increase by 5,7% in 2014/15, 3,8% in 2015/16 and -1,7% 
in 2016/17, averaging 2,6% over the medium term.  
 
Departments that are projected to show better than 
average growth in infrastructure spending during the 
2014/15 financial period really just include Transport and 

Water.   Departments or programmes that are expected to 
fall in real terms in 2014/15, include DPW, Municipal 
Infrastructure Grant, Neighbourhood Development 
Partnership Grant, Safety related expenditure, and IDZ’s.  
 
We looked forward to the proposal regarding the 
incentives to developers for the construction of affordable 
housing, but the 2014 Budget provided very little 
information.  Without these initiatives, private sector 
involvement will remain sluggish.  We are also excited 
about the opportunities presented in the development of 
renewable energy. This sector will play an important 
future role in the construction industry and will certainly 
have a major economic impact on South Africa’s future 
growth path, as well as promoting sustainability and a 
cleaner environment.  
 
The R847bn to be spent on infrastructure by the public-
sector (broader definition, thereby including government 
and state owned enterprises) must however be seen in 
context that a large portion of the projected income will 
not have a direct impact on the construction industry. We 
estimate that the construction industry’s exposure to the 
R847bn is between R450bn and R510bn over the medium 
term. This is because allocations to Eskom and Transnet 
for example will also be used to purchase machinery and 
equipment, including rail stock.  
 
We continue to believe that rigorous monitoring is needed 
to ensure effective and efficient planning and spending of 
these budgets and a no-nonsense policy is necessary to 
address those departments not adhering to budgets or 
found guilty of acting in a corruptive manner. Quarterly 
reports of provincial expenditure are available, but one 
can’t help but feel that real monitoring - questions and 
answers - are still missing.   
 
Stricter conditions to release grants to provinces may 
result in further delays of implementation, as provinces 
need to “apply” for funding well in advance. Projects also 
need to aligned with the NDP principles in order to obtain 
approval. In the 2013 Budget, it was said that provinces 
will have to submit plans two years in advance and within 
benchmark targets, before funding is allocated. This will 
highlight those provinces where project planning is 
ineffective, constraining potential growth in the building 
industry. The consequence of under spending has already 
resulted in provincial budgets being reduced. The Urban 
settlement development grant was reduced by R130m due 
to under spending in Manguang and Buffalo City. 
 
The issue of under spending remains a contentious one as 
poor planning, procurement irregularities and 
implementation delays continue to create a culture of 
under spending.  
 
Interesting policy developments over the medium term 
will be the tabling of Green Building Policy and the 
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Expropriation Bill by the DPW.  The development of a 
policy framework for Green Building by the Department of 
Public works during 2014 will shape the establishment and 
implementation of future green building projects and will 
encourage a wider uptake of Green Building Policies, while 
the Expropriation bill will allow for expropriation of 
property for public purposes (subject to compensation). 
The expropriation of land is also an important feature in 
the Infrastructure Development Bill.  
 
DBSA noted in September 2011 that investing R2 trillion in 
infrastructure over the next five years will not be sufficient 
to cover backlogs and total needs, as actual needs are 
more in the region of R3,3 trillion.    In March 2014 the 
DBSA was appointed as the management agents for a 
R1bn EU fund designed to accelerate the preparation of 
social and economic infrastructure in South Africa. This is 
at least a step in the right direction.  
 

Considering the more difficult economic environment, it is 
not surprising that Treasury had to re-shape priorities, 
without losing focus on infrastructure development. As we 
look to a period of moderate growth, maximising 
efficiency to ensure the effective expenditure of 
allocations will be critical.  
 
While the contribution to gross domestic product has 
slowed, maintaining a stable position of between 8% and 
10% is equally important. Growth rates may have slowed 
to single digits in the near term, but what is more 
important perhaps for the industry going forward is 
resolving issues of under capacity and poor performance 
by provincial and in particular municipal departments. We 
remain of the view that if departments spend what has 
been allocated the industry will be in a much better 
position.  
 
 

 

Sources of information 
 

 Budget Review 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2009, 2010, 2011, 2012, 2013, 2014 
 Estimates of National Expenditure 2002, 2003, 2004, 2005, 2006, 2007, 2008, 2009, 2010, 2011, 2012, 2013, 2014 
 Government Departments (www.gov.za) 
 Public Entities Transnet (www.transnet.co.za), Eskom (www.eskom.co.za) 
 West coast business directory 
 Engineering News (www.engineeringnews.co.za) 
 South African Reserve Bank, Quarterly Bulletins 
 Industry Insight estimates 
 Industry Insight project database 
 Industry Insight e-library  

 

Contact Details 
 

For further comments or queries, please contact 
 
Industry Insight cc     
Unit 82c 
Otto du Plessis Drive 
Eden on the Bay 
Big Bay 
Cape Town 
7443 

 
Postnet Suite 124 
Private Bag X3 
Eden on the Bay 
7443 
 

 
CT +27 21 554 0886 
JHB +27 11 431 4328 
PE +27 41 368 8977 
Fax  +27 21 554 0887 
E-mail:  info@industryinsight.co.za 
Website: http://www.industryinsight.co.za 
 

Disclaimer 
 

All care has been taken in the preparation of this document and the information contained herein has been derived from 
sources believed to be accurate and reliable.  Industry Insight however cannot assume responsibility for any error, omission or 
opinions, nor can it be responsible for decisions made based on the use of the information collated in this report.  


