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South Africa’s infrastructure is “by far 
the best in the region,” the Economist said 
in 2012.1 Even so, considerable challenges 
remain after 30 years of underinvestment, 
which has saddled the country with old 
and inefficient infrastructure that slows 
economic growth. However, the govern-
ment has responded in recent years with 
much greater enthusiasm for infrastructure 
spending — not least, during the run-up to 
the 2010 soccer World Cup, which South 
Africa hosted.

This heightened commitment was evident 
when President Jacob Zuma used his 2012 
State of the Nation speech to announce a 
“massive” drive to improve the country’s 
infrastructure in order to boost job creation 
and stimulate economic growth. The 2012 
National Budget2 laid out plans to invest 
in 43 infrastructure projects, which are 
either in progress or being considered for 
implementation by 2020. These include 
energy-related plans for  possible nuclear, 
solar and hydropwer projects, along 
with a possible high-speed rail line from 
Johannesburg to Durban. The govern-
ment is particularly focused on electricity, 
transport, water, and telecommunications 
networks.

The most urgent priority is an  
expansion of South Africa’s inadequate  
electricity infrastructure. In 2008, the econ-
omy was battered by major power outages, 
which have also dented the confidence of 
potential foreign investors. There continues 
to be a tight balance between supply and 
demand for energy — a critical issue for 
key sectors such as the energy-intensive 

mining industry. As much as 95% of South 
Africa’s electricity is provided by Eskom, 
a state-owned utility that primarily relies 
upon coal to generate power. Eskom is in 
the midst of a 5-year expansion plan, val-
ued at about $50 billion, to satisfy growing 
energy demand. 

Infrastructure investment in South 
Africa is dominated by state-owned 
monopolies such as Eskom and Transnet, 
which operates ports and railways. They 
can fund their investments partly by raising 
the prices paid by consumers. But there is a 
mounting awareness that the public sector 
cannot afford to fund such a high propor-
tion of the infrastructure development that 
South Africa requires. Some voices in the 
media are pressing for more involvement 
by private enterprises, especially in sectors 
like electricity, ports and rail. There is also 
heated debate about the rationale behind 
some of the government’s costly infrastruc-
ture plans, including controversial nuclear 
and rail proposals. One skeptical editorial 
writer recently cautioned: “We need a 
productive conversation on our infrastruc-
ture program. Not just the big picture and 
concept of it, but the detail… We need to 
speak about the projects we have commmit-
ted to and interrogate how we will deliver.” 
At a time when financial resources are 
constrained yet the need for infrastructure 
investment remains acute, South Africa 
will need to achieve this precarious balance 
between vision and pragmatism.

1 “The Gateway to Africa?”, The Economist on June 2, 2012. 
 http://www.economist.com/node/21556300

2 See South Africa’s National Budget for 2012; http://www.
treasury.gov.za/documents/national%20budget/2012/
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Electricity: Supply is perilously tight  
after many years of underinvestment in 
generating capacity. So Eskom, the state-
owned utility, is undertaking a $50 billion 
expansion program. Two large coal-fired 
power stations, Medupi and Kusile, are 
expected to start operating in 2013 and 
2014, and various mothballed power   
stations have returned to service. Mean-
while, the country has set a target of using 
renewable energy sources such as solar and 
wind power to provide 21% of its genera-
tion capacity by 2030.3

Transport: With a lack of rivers through-
out the country, South Africa already 
possesses the largest railway system in 
Africa — and it’s now poised for a major 
expansion. In March 2011, the government 
announced plans to spend $16 billion on 
transport infrastructure by 2016. Transnet, 
the public transport  operator, is investing 
heavily in everything from electric trains 
to port equipment. There are also costly 
plans under consideration for a train line 
between Johannesburg and Durban. 

Water: South Africa suffers from serious 
water stress, with limited water available 
naturally and with weak infrastructure 
to capture and distribute these scarce 
resources to homes and industries. Agri-
culture, mining and electricity production 
all depend upon a large supply of water. 
In response, South Africa’s Department 
of Water and Environmental Affairs 
announced in June 2010 that the gov-
ernment would invest $3.9 billion in 15 
water-related infrastructure projects over 5 
to 8 years.4 GE also won a contract to build 
a desalination plant to provide potable 
water for consumers in Johannesburg.

Major projects 

At a time when financial resources are constrained 
yet the need for infrastructure investment remains 
acute, South Africa will need to achieve this  
precarious balance between vision and pragmatism.

3 Government commits to developing infrastructure projects 
in South Africa, Lexology, June 20, 2012. http://www.lexol-
ogy.com/library/detail.aspx?g=d2019ff3-a4bd-4d73-87af-
1890c0d367d5

4 South Africa: Infrastructure & Environment, EDC , September 
2011. http://www.tecniberia.es/documentos/southafricainfra-
structurenvironment.pdf
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By the numbers 
Value of new and ongoing infrastructure projects

US$ mn

•	 The government estimated that 80% 
of South Africa’s roads were in good 
condition in the mid-1980s, says the 
Economist Intelligence Unit. By 2000, 
this number had dropped to just 40%, 
reflecting the damage done to the 
nation’s transport system by many 
years of underinvestment.

•	 In 2011, the government announced 
plans to spend $16 billion on trans-
port infrastructure by 2016, mostly on 
new rail lines, rail vehicles, and the 
expansion of port capacity.

•	 Eskom, the nation’s state-owned 
electricity utility, is in the midst of a 
$50 billion investment program over 
five years to satisfy rising demand 
for energy. Eskom currently provides 
about 95% of South Africa’s energy.

•	 Renewable sources such as wind and 
solar power represent about 3.4% of 
South Africa’s overall energy mix. By 
2030, the government wants renew-
ables to provide 21% of the nation’s 
generation capacity.

Source: BMI Key Projects Databsse
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