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1. PROBLEM STATEMENT
There are four categories of constraints to infrastructure:

1. Uncompetitive environment and regularity constrains
a. Lack of competition and high barriers to entry limit the responsiveness of sector

b. Regulation is weak, not effectively guided by policy and there are constrains in terms of capacity and scope

2. Insufficient and inadequate infrastructure
a. Infrastructure backlog and inadequate maintenance 

b. Lack of infrastructure planning and maintenance 

c. Lack of clarity on roles, responsibilities, policies, planning, implementation, funding and monitoring.

3. Lack of maintenance & refurbishment

a. Maintenance  receives low priority, is poorly funded and lead to higher costs in sustaining infrastructure network

4. Uncompetitive environment and regulatory constraints

a. Lack of competition and high barriers to entry limit the responsive of sector

b. Regulation is weak, not effectively guided by policy and there are constraints in terms of capacity and scope.

i. Industry structure

1. Monopoly suppliers ( Eskom, Transnet and Telkom),

2. Weak, captured or non-existent regulators ( unclear framework, policy is weak to guide regulation  regulators, misalignment with policy)

3. Gaps in the policy environment

4. Lack of role clarity between policy department and sector regulators

ii. Pricing 

1. Lack of reflective tariffs
2. Lack of transparency
3. Lack of alignment to poorly defined development objectives
5. Insufficient and inadequate infrastructure 

a. Infrastructure backlogs and inadequate maintenance 

b. Lack of infrastructure planning and maintenance

c. Lack of clarity on roles and responsibilities: policy, planning, implementation funding and monitoring

i. Planning

1. Lack of planning and investments for growth demands.
2. Lack of alignment of planning between government and private sector 
3. Weakness in coordination, investment sequencing and determination of funding requirements.
ii. Funding

1. Lack of innovation and leveraging of funding to respond to demand

2. Utilization of old outdated technology (e.g. locomotives) due to funding constraints

6. Lack of maintenance 

Maintenance receives low priority, is poorly funded and leads to higher costs in sustaining infrastructure networks.

i. Financial constrains

1. Assets maintenance funding allocations inadequate due to competing priorities

2. Perverse incentives to maintain infrastructure ( particularly in municipalities)

3. Lack of consideration for infrastructure life –cycle cost e.g. roads. Lack of policy requirement for maintenance through budgeting

4. Lack of institutional capacity for maintenance

5. Lack of implementation for maintenance standards and models ( assets management policies)

ii. Maintenance policies 
7. Operational inefficiencies

Operational efficiencies lower the level of service, increase costs and results in greater required infrastructure.

a. Inefficiencies in infrastructure networks can be attributes to:

i. Lack of consistency in operational liability

ii. Low productivity level

b. Inefficiencies arise mainly from:

i. Management skills in operation

ii. Lack of innovation in business and operating models

iii. Challenges relating to labour relations and the management thereof

c. Operational efficiencies are most acute in the transport sector

2. DEPARTMENTAL OUTPUT
Sector Output 3: Ensure maintenance and strategic expansion of road and rail network, operational efficiency, capacity and competitiveness

PROBLEM STATEMENT

1. The bulk of Mpumalanga roads network is in poor condition _72% of the surface network

2. With over 70% of the country’s electricity generated from Mpumalanga at least 30% of the surface network responsible for coal haulage in disrepair and require heavy rehabilitation 

3. 63% (8525km) of the provincial network (predominately rural access roads) is gavel hampering the much needed economical participation by rural communities.

4. Mpumalanga is a long logged province with 2233 route kilometer of rail freight. The bulk of its rail freight is transit cargo.

5. Capacity constraints on some of the branch lines, especially in Gert Sibande District exert undue pressure on our road network

6. The average age of the current rolling stock is 25 years to 15 years low investment on rail hamper migration towards modern technology which is line with market requirements.

7. Trains are not fully utilized and alternative mode of transporting commuters, tourists and agricultural product.

a. What have we not done right

i. Failure to make timely decision regarding critical transport infrastructure investments 

ii. Inappropriate regulatory frameworks

iii. Lack of transparency on cross subsidization

iv. Minimal involvement of private sector in infrastructure provision and operation
b. What are we going to do differently

i. Develop and provide policy submission to facilitate timeous decision-making by National Department of transport

ii. Introduce and enhance private sector involvement in infrastructure funding to determine long-term funding requirement.

iii. Based on the road network study (RAMS) a system programme is needed to rehabilitate the existing network (including coal haulage ) as well as upgrading rural access roads

iv. Put in place a high level of MPG infrastructure committee to prepare and drive a provincial infrastructure development plan

3. OUTPUTS, ACTIVITITES, INDICATORS  AND TARGETS
	OUTPUT 3
	To ensure the maintenance of strategic expansion of our roads and rail network, and the operational efficiency, capacity and competitiveness of our sea point



	INDICATOR/MEASURE 
	BASELINE 2009/10
	5 YEARS TARGET
	2010/11 TARGET
	MTEFBUDGET
	2010/11 BUDGET

	No. of km surfaced roads rehabilitated (coal haulage)
	33km
	900km
	50km
	
	173.540

	No. of km of surfaced roads constructed (rural access roads)
	121km
	200km
	63km
	
	202.561

	No. of km gravel roads constructed
	4km
	70km
	0km
	
	


4. LEGISLATIVE IMPLICATIONS OF THE DELIVERY AGREEMENT
· Legislation to be reviewed:

· Amendment of the Ports Act

· To allow for transparency of cross- subsidies from port to rail

· Separation of operations from infrastructure in Transnet

· Rail related legislations

· Establish the Branch lines Act (short term)

· To establish the empowering legislation to bring in private sectors 

· To develop rail policies and Act and economical regulators (longer terms)

5. INSTITUTIONAL IMPLICATIONS OF THE DELIVERY AGREEMENT
· Separation of infrastructure from operation in the transport sector ( port and possibly rail depending on policy review

· Explore the feasibility of infrastructure funding model and its institutional implications

· Establishment of a body to advise and capacitate economic infrastructure coordination and delivery.

6.  SIGNATORIES
The following are the signatories to this Delivery Agreement.
SIGNATURE:    __________________________________    DATE: ______________2010

MR RC MKASI, MPL, MEMBER OF EXECUTIVE COUNCIL FOR PUBLIC WORKS, ROADS AND TRANSPORT

SIGNATURE:    __________________________________    DATE: ______________2010

MRS KC MASHEGO-DLAMINI, MPL, MEMBER OF EXECUTIVE COUNCIL FOR AGRICULTURE, RURAL DEVELOPMENT AND LAND ADMINISTRATION

SIGNATURE:    __________________________________    DATE: ______________2010

MR MB MASUKU, MPL, MEMBER OF EXECUTIVE COUNCIL FOR COOPERATIVE GOVERNANCE AND TRADITIONAL AFFAIRS

SIGNATURE:    __________________________________    DATE: ______________2010

MR MN MOKOENA, MPL, MEMBER OF EXECUTIVE COUNCIL FOR ECONOMIC DEVELOPMENT, ENVIRONMENT AND TOURISM

SIGNATURE:    __________________________________    DATE: ______________2010

MR MSA MASANGO, MPL, MEMBER OF EXECUTIVE COUNCIL FOR HUMAN SETTLEMENTS
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