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ABSTRACT .

The successful execut:ton of urban develnpmem: pro-iects in
‘South Africa's daveloping eomunities s not, as recent
experience has amply demonstrated, solely a2 matter of
reselving the technical diffieultles. This report motivates
. the opinion that other matters outside ‘the traditfopal
_responaibiliﬁy of the civil engineer are vital to successful
uf:han development. These watters include .plaﬁn:{ng for
ecoﬁqm:l-.b _deve.l'opment,. vrban 'managarial and financial matters
‘as well as peripheral project relsated issues, |

The tepnrt'idéntifies” .2 reviews the most important igsues in
each of the adee -wentioned categories, 'and ; based on the
author's experience in practice, suggests approaches to these_
matters. '

The report concludes that civil engineefs, and '. part'.!.c_uiaz_:ly.
project ménag;era, should reconsider their role in urban
'-developnient:. A need exié-ts_ in this field for p::oject man&ge.rs
~ to broaden their scope to th'e'_ management of development_iﬁ its
"~ widest sense, Should timeous action ﬁct be taken by the
engineering profession to prepare Eheif-membe’rs for this naw
role, the void is bound to be filled by ancther discipline; |



_ iv

CONTRIBUTION OF THIS IN‘JESTTL” A’IION

South Africa has exparlenned a significant change In
eircunstances pertaining to the urbanisation of its poon&ﬂ
communities. The transformation has been so sbrupt chat many
etvil engineers now find themselves in a situation where they
dofnot:alwﬁfs_fully'aﬁpreciate the implications of;the'ﬁEﬁ _.
circumatances-fqr their pruje¢ts. _ '

This'inveatigational report provides the eivil engineer who :
acts a5 project manager for largé_ufbanﬁexphnsion'projects; 
with a better understanding of relevant factors pertaining to

 the black urbanisation - process. ‘Based on the author's

‘experience in prattice_the report furthermore identifieéVthe-

most ctitieal factors affecting large. urban davelopment

_ projects, and where possible suggeats paactical ‘approaches for
addressing the issues. :

is reportf also contributas' to a ye-definition of an-
apgropriate role for the civil engineer as project manager in
these changed circumstances. : ' '
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. CHAPTER I

Sl
T

“% . INTRODUCTION

1.1 A SIGNIFICANT CHANGE IN CIRCUMSTANCES .

o

‘The last number of years have been marked by sig‘nifiéant:.
changes _ in circumstances pertaining tn t:he urbanisatiun of
' Smxth Africa's poorer commmities. - N '

~ During the -1950'5_.& t:hé 1370's when the "ﬁres_sures for blaclk
: urbani_aai:ion ‘were increa’sing,' the Govermment's philosophy was -
‘one of peparate deveiopmé_nt. . The objectivg at the time was
that ell blacks should _évgntually be accomiqdated' within
politically and econoﬁ:j_.cﬁally' separate units. Blacks within’
' the urban areas of South Africa were regarded &s _temporary
R feéidents only. ‘It was only- duriﬁg t:hé 1980‘5 that the

permanerce of nlacks in urban South Africa vas formally .

aclcr;qwledged. - This acceptance by Governmeﬂt: of the inevitable '
was followed by developments that:  have = contributed to a
'sigﬁifica’ntly transformed -uxban sitvation. The following are
gome of tha most__:' important milestones: ' '

the sholition of the administration and. develapment' _'
" boards (1984 & 1986)

-  the estﬁbliéhment of automomous black local
_authoz‘itiea (1986)

- the scrapping of influx control (1986)

- the  scceptance by .Goverﬁment "of a -positive

 vrbanisation strategy as contained in the White
Paper on Urbanisation {April 1986). '



R S

This sequence of events marked a sudden change from an
artificial first warld urban environment to a situation

. comparable to that found In many third world countries

(Tcﬁlinson,'lsgo). The high rate of increase in urbanisation

‘since the above events (refer to paragraph 2,2), the Iow

affordability Jevels (Wilsﬁn_and Bamphele, 1989) of the new

- arrivals to the towns and cities of - South Africa cand
predictions of a continued high growth in the urben araés, are

some aspécﬁs' that - uvnderline the significance of the
transformation, '

| Civil sngineers haVe traditionally performed a 1eading role in
“the planning,'executicp and menagement of urban development

although their focus was largely on technical matfers (Wall,
1990); This'rola'had; however, been performed under a seﬁ of
circumstaﬁces tﬁat'in many respecta now no longer apply. The
transformation from the previous to the current situation has

been so abrupt that many eivil engineers now find themsalvas

in a situation where they do not always fully appreclate the_
toplications of the new ‘circumatances. Such lack of
appfeciation for the factors dnmpinglng an urban development
iﬁvariably leads te a sub—oPtiﬁal approach to urban projects
(Viljoen, 1986; Viljoem, 1990 and Bastani, 1988).

- The importance of a thorough- appreciation for all factors

affecting urban _developﬁent wae the basie motivafion' for
undertaking this report on an'all_encqmpassiﬁg level, rather
than copcentrating on any specific aspect. TFurthermore, civil
engineefs acting as project managers for very 1arge'.urban
expansion projects such as the current EwaZulu / Natal
urgfading projects with a rc@binéd.value of Rl ZOOImillﬁ x
must be capable of understanding the overall picture in
addition to focussing on {ndividual projects.

Urbanisation in the most developed cruntries, such as the

" Buropean countries and Britain has reached levels of between



85% and 91% (Mallows, 1988). In cqnfrast, depeﬁding on the
definition of urbamisation, oaly approximately 50% to 60% of
the South African population has been urbanised, which implies

that the long term potential for further vrbanisation  is
encrmoug (Urban Fouﬁdatidn, 1990&; Mallows, 1988; Iﬁump“un
and Coetzea, 1987 and Tomlinmson, 1990}, - It is thus expected
that a high rate_of Increase in urbanisation will contiuue
well imto the next century. Given the expected . future
importange'of urbanisation in terms of national priorities and

the expected magnitude of spending on infrastructure and

~ housing, it is Itkely that urban development will continue to
- be a wvery dimportant facet of civil engineering for the
foreseeable future.

1.2 OBJECTIVES AND LIMITATIONS OF THIS INVESTIGATION

The artificial prevention of the matural urbanisation process,
and the subsequeht sudden lifting of the'rastrictions,~hava
created a situation that is certainly peculiar to BSouth

Africa, While rapid urbamisation is also occurring in other
| parts of the world, for instance iﬁ'South America, smd while
we can leavn wmuch from the experience in those countries, the

situation in South Africa is In mamy respects unique.

Due to the faect that the changes on the South African
urbanisation scene occurred relatively recenﬁiy; very little
has been published locally to puide the South Africam civil
‘engineer in providing him with a holistic overview of factors
that may impinge_un.urban development projects. Howaver,'it
wust be conceded that research has been undertaken on almost
all the individual problems identified in the report, slbelt

not always in a format directly applicable to the situation at -

hand. For instance, while community participation is a topic
that tas been well - researched, the research i1s, 1n the

author's opinion, mot particularly relevant to the situation -

described in the two cade studies. .

L



Many of the micro issues covered in the report have _been 
reseatched by the World Bank and the Development Bank of
Southernp Africa, and the experience of these two organisations
is frequently drawn ﬁpon throughout the report. ﬁOWBvery as
far as conld be established no previous research has been
undertaken on the specific topic of this Investigational
report. '

The author was seconded to the the urban division of the
Development Bank of Southerm Africa for the period September
1987 tclﬂecember 1988. At the time of writing he was still
sssociated with the DBSA &8 external consultaunt. Many of the
issues discussed dn this xeport stem difectly from his
involvement with DBSA funded projects, but subsequent
experience on other projects has underlined the relevance of
the factors 4identified. During this period the author
vealised that an overview of relevant aspects of the
- urbanisation procésr, and an identification of critical issues
would be of great: value to civil engineérs, and particularly
project WANAZELS, involved in urban development projacts;

The objectives of this iﬂwestigational project are thus:

'~ to provide a brief overview of those aspects that
are considered relevant to an understanding of the
black urbawisation process.

- to identify and review the most eritical factors
affecting JIarge urban deve!npmenf projects and,
where poasihie, to briefly suggest practical
approaches for addressing these issues. '

A third, but lesser objectlve, is to reflect briefly om the
implication of the ddentifled factors for the role of the
civil engineer as project manager,



Thé;"-.-topic as _i'&en‘tified- above is very wide., This imposes
'limitatinns ' on the _dépth to which 'aﬁy specific aspect can be
'investigat_gd. It is furthermore "dif"fic.ult  to defive the -
boundaries' of the investigation accurately. ‘I-.‘h:L_a leaves tﬁia -
project open ta -cr:l.ticism for not addressing a .part:{e.ular _
aspect or for not _go:l.ng into sufficlent detadl, although
reference is made to specific case studies. However, because
' of the iwportance of urbanisatiom, the subject of this 2epof:t '
" ia believed to be topicel and 1t was thus conpsidered
appropriate to undertake the investigation on this level.

This investigational report was largely written during 1989,
The political changes that occurred since ?ebtuary'_ 1990 also
affect the urbanisation sceme, €.g. the cirrent (October 1990)
drive towards pon~racial local authorities fo,r urban
complexea'. brought a new d:lmens:_ldn i the fora' that ims 'not_
__coritémplat’ed at_' the time of writing‘ ""i"i_k?his- 1nvestigé.;ibn must
thus be judged against the -cir_‘cumafance-i{{: that prevailed -dur:[ng '
1989. It is nevertheiesa believed that \':i\‘:he majou conclusions
_ teached will bhe even more -valid 1 .a. new political
dispenssation. - | ' ' '- R

1.3 METHODOLOGY FOLLOWED _WITH THE DNVESTIGATION ~AND
ORGANISATION OF THE REPORT | |

The methondology Followed with this inves'tigatipz; was firstly
to undertake & literature survey of : faé:ors that were
considered to be indigpensable background information for
civil engineers involved in the deveioping urban areas. It
vag deemed necessary to undertake such investigations in order
to serve as a basis for ‘the baleance of the wirk., For
instance, the meaning of the concept d-ev'elopme_.nt: was
investigated as 1t was believed that the 3t:a'tem_21its. and
conclugions contained in the balance of the report could be
misinterpreted shoul& they not be_Seen in context, . :



Similarly, aspécts such as dinward industrialisation were -
investigated as these serve as basis for certain premises
later in the report. These aspects are contained in chapter 2.

In order to obtain an overview of some of the most important
organisations currently active in the development of wurban
areas, a brief sufvey of the policies and approaches of such
'organisations were conducted and this 1s reported om in
-chapter 3. ' '

In order to. realise the second objective of Ehe
investigotional project as set out in paragraﬁh 1.2, 4t was
decided to conduct - two . case gstudies of large urban
development projects that have been undertaken in the recent
past. . The experiences fiom the case studies and the problems
identified were then-aualysed,.and where possible practical
approaches to the problems were investigated. This constitutes
‘the main bart of the zTeport.

The two case studies a:e: contained in chapters 4 and 5.
Chapters 6 ¢to 9 analyse the problems and constraints
identified, and suggest practical approaches for addréssing
the issues,

The last chapter, chapter 10, contains g sumwary of the most
important factors affecting laxge urban davelopmantjprojects.
The implication of these factors for the: role of the clvil
engineer in urban development is alse briefly discussed.

It nust be emphasized that the objective of this investigation
is an overall and holistic review of factors affecting urban
development and urban development projects, and not an
in-depth Investigation of any specifie issue, The conclusions
reached about an appropriate role For the civil engiheer
remaln geﬁeral and it 18 suggested that this be further
explored through additiopal investigations., '



| CHAPTER 2
ISSUES IN URBANISATION
2.1 'iNTRQDUcTIQN -

'chapter 2 1is essentially #. 1iterature survey of aapects that'
- dre :lmportant background ™ nformation pertaining to 'blac.lc .
: u:banisation._ Tha objectives of this chapter are firstly to. _
. investigate those issues of which a thofough nﬂderStahding is
'iﬁdiapeﬁéaﬁ.}e for an evaluation of. the prémises in the rest. of '
this report, “The second’ dbgective of this chapter . is to
summarize background informatian related to hlack urban
-development. in - su;h a4 wmanper that it wiil assist pro;ect'
managers to obtain a better understanding uf the aor.::la-
' economic environment wherein urban projects have to. function.n

The fikst part of the chaptex _pfwiﬁés 2 brief ovérview- of
-historic patrerns and trends in ‘black urbanisation. The
" second part provides a general overview of some of the socio-
. economic conditions in the black urban sreas of South Africas.
'.The third part focuses on econamic consi&eratlons pertainiug _
to urbanigation.

The scope of this _chapte‘r' i8 wide and it is impossible _t:u.
-describe in fﬁll‘ all relevant factors jpertaining' ko black
urbanisation. The objective with this chapter was therefore _
rather one of describing some of the important deteminants.
and issues of the urban development process while accepting

that a detailed tvetview of all factors camnot be provided

within the scope of_this iuveatigational_project.__Policy and
legal issues have for instance not been addressed. |



2.2 BLACK URBANISATION: HISTORIC PATTERNS AND TRENDS

This section takes a brief look at ”the history of black
'urbanisation in the SATBVG (South-Africs, Trapskel, Bophuthat—
swaha, Venda and Ciskei) states and discussea possible future
scenaricls for urban development‘ The investigation is
included to present a ggneral,_rathe: than an_exéct picture of .
" historic urbanisation trends in the SATBVC statﬁﬁ._ﬁiuné'up'tp

date- figufes'are not avallable. eariie::proaéctions are used,

It is furtharmnre impnrtant to nota that estimates on urban-

isation are rather subjentive‘r and  therefore _differ'
-'considerably frum ope source to anothar.': _ S e

- Tha'?BVC_and aalfégdveruing states éfe'pblitical rather  than
economic entities, and thei? populations'aré béébming inereas—
dngly dependant upon the formal urban-based sector of the SA
economy, which is outside fheip'boundaries. Becausé of the
: acounmic"intérdependenca hétween the SATBVC 'cduntries and
;because ‘of ' the ‘migrant 1abour system - which rasult in the
=movemenn of peoPIe ACTOES bozders, it 1is mot consldered
realistic Tty assess urbanisation for SA élaﬁe; therefore the
_approacﬁ_adOptéd with this investigation s one of assessing
urbanisaﬁiouwfor.tha S&TBVC7region as:§ ﬁhplé. ' '

Official estimatés-gf the sizes of the urban_popqlatidﬁ” and
the levels of urbanisation from 1904 to the year 2000 are
shown in teble 1 (Thompson and Costzee, 1987). Figure 1
- depicts the histeric and ‘expected future ccmposition of the
urbanised population of the SATBVC gtates. '



TABLE 1 1

URBAN POPULATION AND LEVEL OF URBANISATION OF THE'SAmxvc'sT;TEs

;WHiTEs*

BLACKS

'TOTA£' 

COLOUREDS AND INDIANS

YEAR | NUMBER | ZURBAN | ZURB PP | NUMBER | ZURBAN { ZURBAN POP| NUMBER | ZURBAN | ZURB POP | NUMBER | ZURBAN
1904 | 588 | 53 49 2701 48 22 353 w0 | 29 1-210 f 23
1921 848 | 56 49 301 43 7 5671 13 | 34 173 | 25
1948 } 1719 72 51 740 61 18 1689 22§ 41 | 51491 36
1960 | 2582 | 84 '35 | 1428] 72 19 | 3471} 32 | 46 ] 7481 47
1970 | 3 274 | 87 31 | 2067] 78 20 5070 33 49 {10 410 | 48
1980 { 4 007 88 30 | 2743] 80 20 { 6 802 33 50 {13552} - 47
2000 { 5530} 95 16 4330 92 12 |25280| 75 | 72 35140 79

SOURCE: THOMPSON & COETZEE, 1987

NOTES:

(1) Numbers aré in 1 ODB?S o

(2) . Offictal population figures were used

(3} % Urban refer to the pércentage urbanised _

{4) % Urb pop. refer to the parcentaga that A particular population group constitutes of the total

urbauised community.
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From 'Ifable 1 it iz evident that the leir'él of __n?b&niaation for - .

all population groups rose rapidly wetween 1921 and 1960 from

25 to 47 percent ‘of the total population, but’ remained |
virtually unchauged between 1960 and’ 1980. The table -also.

shows_'t_'hat' the level of urbanisation z'a_:_nong'st Whites, Colour-
edi, and Indians continued to rise significaotly ai~r 1960
and is currently fairly bigh, w‘hile the level among blacks

‘emained more or less unchanged at a low ome third of the

population.

Tsble 1 and figure 1 represent official statistics on - urban—
isation, These statistica_aré, however, not necessarily accu~
rétg (Hrban  PFoundatlon, ,1’990:0‘.‘ Accurate estimates _df the
size and distribution of the urban population are not avail-
sble, Firstly because of the number of ‘blacks resident in

~urban areas but pot enumerated in population censuses, and

‘secondly bacause only the rasideut:s of formally proclaimed
' townahips are officially recorded as urban dwellers, while the
slze of squatter settlements sre unknown. It Is therefore
avident. that the actual. level of urban.isation amang blé.cks was

much higher than the ‘nisl:oric figures quoted, It has been -

estimated (Thompson amf. Coetzee, 1987 and Simkins, 1981) that
the actual level in 1980 was 50% for blacks and 58% overall,
rather than the official figures of 33% and 47% respectively
(Tomlinsom, 1990 and Urban Foundation, 1990a). Be it as it
may, even if the huge difference in the urbanised black
population of 1980 and the year 2000 as depicted in figure 1
do not rvepresent an actual incresse in population, it is at

least an indicatiou of the nusber of people that have not been

provided f~r in the urban areas and that wmust now be
officially accommodated in thke areas that are being de?eldp.ad.

De Lange (1988} extrapoiated populstion growth furtner into |

the future. He estimates thst South Africa's population of
36,5 million 1s expected to grow to between 94,4 aud 118
million by the ye'ar 2038, At that stage blacks are expected
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to constitute between G?Z_and'Bgz'of-this'country‘s popula~
" t¢ion. The long term implicatians for the growth in the urban
poPulation 1s obvious, at an 85% urbanisation rate the urban
populaticn will amoun: to approximately 85 millionm. It 4s

furthermore interesting to mnote that de TLange ~ (1988)

waintained that South Africa could not support a'pnphlétion of

more than 80 million and a population of more tham a

100 milidon would seriously overtax resources, '

There is little doubt that the size of the urban populction is
destined to grow . dramatically over the next Few years

(Thompson and Coetzee, 1987 aund Urban Foundation, 1990a).’ The
urban'populatidn of the year 2000 is gxpécted.ta Be.abOut two
and a half times the official population of 1980 and over

twice as large if 3,4 million'unufficial urban dwellers are .

agsumed to have hegn'present during 1980, 'This means that
over a period of twenty years as many people will need to be
accoﬁmodate&_in ufﬁan areas as have been over the last hundrad'
 years. The espected inmcrease of the black (and mostly poor)
urban population is even more dramstic, with the numhér by the
year 2000 expected to be 3,7 times the official population of
1980, and about two and z half times the offilcial and unof-
Ficlal figures taken togathers ' '

A pomparison Betwegn the urbanlsation lavels in the SATEVC
states and that of the developed countries underlines the huge
potential for further urbanisation. While the official and
. unoffiﬁial arbanisation rates in 1980 for the SATBVC countries
~are 47 and 58% respectively, West Germany was 85% urbanised,
Australia 86% , the Netherlands 89% and Britain, the ‘most
urbanised country, 912 {Mallows, 1988). '

A comparison with other developing countries with simtlar

. aconomie styuctures and levels of per capita income as that of

the SATBVC states, provides an lndication of the extent to
which patural patterns of urbanisation inm the SATBVC states
have been retarded by policy and other measures. The official
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 urbanisation levels in 1980 were 69% for Brazil, - 68% for
Mexico and 83% for Axgentina (World Bank, 1984) '

It is thus evident that_theré is a huge potential for uwrban
‘development in the SATBYC states and that a rapid urbanisation
vate can be expected iIin the foreseeable future (Urban
Founﬂation, 1990a). | )

2.3 SOCIQ-ECONOMIC CONDITIONS IN THE DEVELOPING URBAN AREAS

Soclo-economic studies are usually undertaken for a specific
area, However, this report addresses Issups from a ﬁational
perspactive and therefore takes a brief look at the sucio-
economic conditione of the existing urbanised black population
iv general, and at the conditions of those who are likely-to'_
be moving to the urban areas in the near future.

Thompéon and Cbetzea (1987} concluded that soclo~economic
conditions in the urban areas of the SATBVC states vary
aceording to racial, class and geogtaphid factors. In genaral
Whites enjoy high standards of l1iving, occupy the better
paying jobs and benefit most from-infrastiuctural expenditure.
Conditlons are less - favourable among the Coloured and Indian
communities, bhoth because levels of income and employment are
on average lower and because of a shortage of residential land
and funds allocated for housing and infrastruvctural develop-
ment. In addition, wany Coloured and Iudian families live far
from their places of employ and have to travel long distances
to work, |

Black urban communities are on average the worst off, not only
becanse of their position in the labour market, low avefage
Jdevels of education, the upaffordability of conventional
housing units for most, but also because of mneglect on the
part of the authorities and offiaial policy. This policy until
recently viewed most blacks as temporary residents of South~
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. Africa -and promnted the creation of a migrant and commutar
- work force from the TBVC and the ae.lf-gwarning atates.

The soc:l.o-economic r:.nnditions in the black urban areas of
: South—Africa are described in £his section under the headings '
of_unewploymenc, income distributipn_and-poverty, and housing.

2.1 Unemployment

According to Pillay (1984)'unemploymen£ amongst blacks in'thg

urban aréas of South Africa is rife, with estimated unemploy-

ment figures varying betﬁeen 15 and 30 percent. Unemployment
is mainly concentrated among women and workseekers below the
age of 25 years. Meintjies “ang Spannenberg (1988) provide a
.more  detailed pieture of the South-African unemployment
sitpation. .Théy calcuiaféd that uﬁ.employmeni:' amongst blacks
reached B rate of aimost 18% in September 1987.

Lighthéhm and Kritziﬁgeeraﬁ Niekerk {1990) submit that the .
gercgntage of the work force without formal sectos employment
opportunities increased from 25% in 1974 to about 42% iﬁ'i989.
They furthermore estimate unemployment during 1989 at 14,7% of
the economically active population, which represents an
increase of 6,3% over the corresponding figure for 1980.
Unemployment varies_significéntry from reglon to region with
the Estern Cape {Region D) having had the highest unemployment
rate of 24,3% during 1989, | :

‘The most striking feature of the manpower situation in SA is,
however, the dimbalance between population growth and the
growth in the demand fd:_r labont in the long run (Meintjies and
Spannenberg, 1988). The authors provide a number of causes.
for thiv alarming phenomenon ﬁhich will not be » ‘scussed here.
It 4s iInteresting to note however that the use of inappro-
priate techiologles are cited as one of the  causes. The
increaged use:of inappropriate technologies is ascribed to the



availability of_advanced'labdﬁ::aaﬁiﬂg techniques on the ome
hand, and an increase in the cost of labour on the other.

it "15 egtimated that. {Meintjies and Spannenbérg, 1988) the
surplus - in skillei Ilabour for all population groups will
-increaae from 042 million in 1980, to 1,7 million in 1990, to
3 mill:lon in the year 2000, For the same period the surplus in
unskilled labour is ‘expected to iucrease from 0,6 nillfon, to
1,4 miliion, to 1,7 million. It is thus evident that there is
& remarksble ' slower . :tncreass in the expected rate of
employment of totally uwmskilled labour in comparison to
gkilled labour. '

‘The above figures clearly illustrate the need for labouz
"_inte_néivé technology and furthermore uudez:iine the principles
of imward industrialisation and' a rapid expansion of the
informal 3e§tor'(refer.to'seqtion'z.é}- The_iﬁctgase in ﬁﬁeu"
. number of Bkilled uvnemployed labourers should be seen as an
advantage and not as 2 .factor inhibiting ‘labour-intensive
wmethods, Labourers with same form of skill have the potential
of rising through the rankas of employment and to serve as a
stimulus in the creation of an employmeﬁ:'multiplier in both
formal and informal sectors of the economy  (Meintjies and
Spannenberg, 1988). -

Aecording to the President's Council Report on a Strategy for -
Employment OCreation {1987), the incresmse in the tste of

expansion of the S5A economy has been declining for more than
fifteen years. The decline in the rate of economlc growth has
been accompanied by an even shaxper fata of dgciine in
employment growth rates. The report estimanes_that_there-was a
surplus of 3,3 million workers outside of the formal sector
during 1980. '

The Teport. emﬁhasiéea that unemployment dis malnly of a -
structural nature and that it can be alleviated but not solved
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by a cyclieal upswing in the .e'g'c"?tl_mmy'. This. _stfuétl;_t:ai

: 1ﬁbalaﬁcé_w111 represent acute development probleﬁs for_the
fuguk. Baged on an optimistic assumption of  over; three
perceht in anmual growth rate up the "year 2000, a 'I:otal of 44X

of the total lsbour force will have to ba employad din the
on-formal sector.

- 2.3.2 Poverty and .Inco_me Distribution

The Second Cai:negie Report on Poverty (Wilson and Ramphele
' 198'9.),' prwides. ‘8 "'comprehe'ﬁsive' plcture on the -'.ex':f'.‘.eni*: of
pover:y in Sauthern Africa. The Teport sketches a desperate
picture of bla.cks 1iving in precarious conditions of famine
" and destitution in Southern Africa, e.spet:iat].lj.r in  the _four
Tndependent States and the six éeif-gcverniﬁg states where BlY{
fof ‘the inhabitants live under ‘the MSL {minimum subgistence

level). As far as the whole of Sonth—Afi::[t:a is concerned, :l_t.
is estimated that 50% of the population lives below the MSL.

These statistics ‘apply to Southern Africa as 2 whole and it
' could be reasoned that poverty in the utban areas 1s not of
the same magnitude. This may be true to & certain eitent, but
the few statistics below indicate that the poverty also exits
in these areas. A substantlal portion of black householda in
the metropolitan areas have incomes below the minimum living
levels (MLL). It was for inatance estimated that 28,47 of the
black population of Johannesburg had incomes below this level
while 41,4% had incomes below the supplementary living level
(SLL) which iz the minimum ﬁecessary for a modest low standard
of living (Thompson and Coetzzee., 1987). Poverty in other
auu,fwzmﬂmu meﬁanaﬁm is even worse vhere
between 41% and 7% of a1l households earn 1gss'than the MLL.
Poverty among tha black 1nhébitants of smaller towns is even
more acute thap the metropolitan arveas,. for instance it wvas - p
found that 74% of black households in Port Alfred earned 1ess
than the MLL.
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Considering the expected accelerated rate of urbanisation as

discussed in paragraph 2,2, and the fact that the many of the

new urban arrivals can be expected tolpome from the poorest
sections of the population, it can be éxﬁacted that pdverty in

~ the urban areas will become increasing ﬁarious over the next
. fifteen to twenty years and beyond.

2.3.3 Housing

This gection provides a brief overview of the current situa-
tion pértaining to the prbﬁision of housing for urbam blacks.
The matters that will be dealt with are demand and backlog :

with specific reference to affordability. The issue of land '

allocation will also be dealt with in a summarized format.
This analysis of the housing situvation is not comprehensive,
but rather focuses on some of the current key concerns in this
field.

Housing demand and affordability -

In the past Government assumed responsibility for providing
héusing for virtuaslly all income groups in the urban black
community. Government wﬁé certainly the only major actor im
the field of housing for the low income group. A& huge housing
tacklog has resulted over the years and this, coupled with
Government's latest positive attitude towards black urban-
isation'and the concomitant shaip increase in inFlux of people
to Suuth-Africafs urban areas, has resulted iIn an ever
increasing backleg in housing.

Nuomerous divergent projections have heen made of the housing
backlog in South Africa. Business Day (25 November 1986) quote
the Carnegie inquiry imto povefty by stating that SA's backlog
amounts to 4 million units by the year 2000 (inclusive of the
~ SATBYVC couﬁtries).-The Sunday Times (6 December 1987) quoted
uinister Heunis stating that there was a shortage of 342 487
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uuits outside of the homelands at the end of 1986, Engelbrecht .
and Venter (1983) halculated the projected sﬁoftagg’at the .
year 2000 to be 4 million uﬁits for Southern Afriea (SAIBVC
states). A recent report Irom théﬁ'ﬂrban. Foundagion (1989)
estimates a current backlog in South-Africa_of 800 000 units

. with an estimated additional'Z,B million units requifad'by_the

year 2010, which represents am annual “demand of  121 500 -
(refer to table 2). A more recent repoft by the Uzban.
Foundation - (1990b) staées'that 174 000 houses per annum are
reqpired up to 1995, The South Africanm Houélug Trust (Annual
report, 1938)-estiﬁates a shortage of 700 000'hcusing units
for South Africa, and estimates that approximstely'z militon
new houses wiil have to be built up to the year 2000 which

represents an average of 210 000 houses per atnum. -

This must be seen in the light of the fact that only about
25 000 houses were in fact buile in 1986 and not more than

30 000 in 1987. No. doubt this has been improved upon during

1988, however the backlog remains great (Lombard, 1988).
The above figures are merely an i1adication of exngCe& _
housing shortages amd of the magnitude of the problem. It is
clear that enbrmuﬁa béckloga exist and the question 1i& wno
longer whether it exists but how it should be dealt'with.and
vhat strategles are_needed to alleviate the sitﬂétion.

The above “theoretical” calculations are borne out In practicé
where social-economie surveys often find that population
densities are on average in the order of 14 to 17 people per
stand, The anthor has come across a situation of 47 people
occupying one stand D, '

The financial realities of the black community is such " that
the majority will not be able to afford to own a formal house,
that is one built_éccording'to a building plan, by the formal
Euilding industry and with conventional building materials.

i) Observation by the author duriug his involvement in Thabong
{refer to Capter 5).



“TABLE 2 : BLACK HOUSEHOLD HOUSING DEMAND

UNTTS

) ADDITIONAL " TOTAL BOUSING
_PRODUCT MONTHLY BACKLOG  DEMAND DEMAND = | ANNUALLY
| MARKET PRICE INCOME (1988--2010) © (1988-2010) | REQUIRED |
SEGMENT RANGE =~ | REQUIRED N 3 o o | (1988-2010)
- ' a NO % NO % NO % '
CONVENTIONAL . | | | ]
| moMz R35 000 + | R1 095 + 4000 5 233 261 | 12 273261 | 10] 11 881
STARTER HOME | RIS 000 - | ® 469 — | 200 000 | 25 729 689 | 37 929 689 | 33 40 421 |
| =35 000 R1 094 | B -
INFORMAL UNIT | R 3500 - | R 162 - | 400 00 | 50 669 88 1 3% | 1060878 | 38! 46 516
R15 000 R 468 PR - 0 o |
| PRIVATE RENTAL  Less than | 160 000 | 20 360 858 | 18 520 858 | 19 22 646
| © RIS2 | | B -
| zoran, 800 000 | 100 | 1993686 {100 | 2793686 |100] 121 465
|

SOURCE: URBAY FOUNDATION, 1989
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NOTES:

{1y

(2)

(3)

(4)

(33

6)

Esqﬁired monthly income caleulated on basie of:

- first. time home bﬁyers subsidy (not applicable to
R3 500 - RI5 000 price range)

- 10% deposit ' _

- 18% interest over 20 years _ _

-~ loan repayments smaller thenm 30% of joint income

The breakdown was based on FHV figurés adjusted to cbtain
a  national - picture

Conventional homes:

~  formal builders _ _

- stands with high levals'af_infrastructure_

- financed by formal financial institutions
Starter homes:

- non-~complete hnuées with a low level of finish

built by formal buillders
lower infrastructural standards

finance by some formal financlal institutions.

Informal unitsa (inecremental units):

- temporary dwelling buillt by families from unconven—
tional materials _ _ -

- includes site and service schemes and upgrading of

informal settlements ' -

Private rental:

-  family remts accommedation from owmer

~ . dncludes backyard shacks
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The affordability reality based om the imcome profiles of

black households as¢ 1llustrated in table 2 (Urban Foundation,
".-1989)'; and 'dépicted: in figure 2, .shows that 'dnly 10% of the
blacks ._cém afford a house worth more than K35 000, 33% can '
afford a home of between R15 000 and R35 000, 38% can afford a
house costipg between R3 500 and R15 000, and the rest (19%} :
can only afford ‘shelter custing R3 500 or less,

Land for urhan development

Due to the_"_. £ficial policies of the past, allnc#tibn of 'Iand.
For black urban develq'pmczaf; has not nearly kept pace with _the_'
~ rate of housing need. The Govermment has'recéntly ‘respouded by
.-allocat'ing huge pieces of land for wurban deﬁélopment. Up to
~ February 1988 _the ' Department = of De\}elnpme'nt' ‘Planning
‘idestified 37 000 bectares for black urban development. This -
is an enormous area considering the great:er Soweto area-:
(includi__ng ‘the Kagiso aress} covers only 7800 ha (Finance
Week, 14—20 April 1988;. The land already identified in the
PWV area alone already covers more than two Soweto's.

It is interestidg to note that based om a density of 20
. stands per huctare, the current backlog (excluding private
rentals) as depicted ia table 2, represents .3'2 000 ha which
implies that land earmarked for development up to .this st.age
is only sufficient tb_ cater for the current hackiog. The
expected additional demand (seé table 2) represents a further
82 000 ha that will have to be found up to the year 2010. The
Urban Foundation's estimate of an annual backlog of 174 000
houses up to Y1805, translates into sn hdditionall land need of
B 700 hectares per annum {Urban Foundation, .199'0{:). " The
Foundation underlines the dmportance of this finding by
stating that: "This 18 not a marginal addition of 1and supply
_«» but a ,hallenge of a new order of magnit:ude "
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S 2,34 Social Tnfrastructure

The social infrastructure'of a town or city is often  a good

"1ndicatian of the level of deVelopment that has taken place in

that particular area, In the devalopment af the black urban

areas 1in . South Africa the emphasis has 80 fa: almost

ekcluéively been on the provision of houses. The c¢iting of

| houging . statistics, both by the press and politiciaué:alike,_

in'o:dernto illustrate bow far dgvelppmentfhas_fallen Behind,
has become Ffashlonable. What is often forgottem, however, is
that towns and cities do npt conaist:of houses alone. Social

Infragtructure make up 4 considerable portion of investment in .

urban areas.

Soetal inftastructufa.can be desgribed aé.fhat part of the

_infrastructure thac hes a direct impact on quality of lifa in
'the urban areas. The most important glements are:

- ‘health care facilitles

= welfare

- - ‘education and training

- security and police

- rellglous establishments _

-  spert and recreation facilities

- cultural facilities

- public tramsport facilities

- faciliries for local authorities (eg effective
engineering and finanoial departments) and clvies

Although vexy few stavistics are available, the author -
believes that the development of the social infrastructure for
SA's urlen hlacks has fallen way behind ) (?inansies en
Tegniek, 21 April 1989). -

1) Observationrs by the auther in a number of'toﬁnships_
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2.4 ECONOMIC CONSIDERATIONS

Engineering projects never take place 4in i-spiét_ion. They are
" an Integral part of the economic development process, albeit

seen by few engineers in this context. It is considered of

_paramnuﬁt importance that engineers involved in urban develop-
ment projects should be aware of the economic environment
perteining to their projacts and of the implications of this

environment for thelr pfojects. Fngineering projects cam.

furthermore be used as ideal vehicles for attaining economic
development goals, especially in the black urban areas where
the rate of development is such that projests which are
corregctly structured can have a significant fupact om sepnomic
" development. - ' s

This section is 2n snalysls of some of the most important
economlc lssues pértﬁiniﬁg te thé_development'of'black urban
areas. The aspects that will be specifically addresse are the
d_iffarence between the terms “gcoﬁomic" and i':Eittanc':[a‘.‘l“,’ tle

meaning of economic development, the macto economic environ~

ment and the fmplications for urban development, the prinuip:{_.e
of inward industrialisation and the economic importance of
urbanisation. '

2.4.1 " Econonidc v Financial

There is often considerable confusion in the minds of engi-
nears an_d' other laymen about th_e difference between the terms

"financial® and "reonomic", Bovh terms refer to the profit and

loss of an investment. The term "financial", however,.refers
to the money profit and loss accruing to the pi:oject' operating
entity. The term “economic" on the other hand, refers to the

social profit and loss of the project op the economy as a.

whole, Thus a money payment on a project for sajr wages, 1s a
Fingncial cost. But 1t will be an economic cost only to the
extent that the use of labour on this project implies some
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2.4 ECONOMIC GONSIDERATTONS

Engineering projects never-take pléce in isolation. ~ They are
.an integral part of.;ﬁa:ecdndmic'devélopment proceas;-albeit
seen by few engineers in this context. It is'cnnsideréd_nf
paremount importance that engineers involved in urban develop~
ment projects -should be éware_-of the -econoﬁic environtent
'partaining'to'their projects and of the implications of #his
' environmené for their projects.- Enginaering prdjects can
furthermore be used as ideal vehicles for attaining econonice

davelopment goals, especially in the black urban areas where

the rate of development is such that projects which are
correctly structured can have a significant impact on economic
development.

This section 4s an analysis of some of the most important

economic Jssues pertaining to the dévelopment of black ufbaﬁ
_areas. The aspects that will be specifically addressed are the
difference between the terms “economic" and "financial", the
meaning of economic development,sthe macro economic environ-—
mert and the implications for urban dévelopment, the priveiple
of inward industrialiaation and the economic importance of
vrbiuisdtion. '

2;4.1 Economic vs Financlal

. There is often considerable voiifusion in the minds of engi—

neere snd other laymen about the diffarence between Lhe terms

"finaucial" and "economic", Both terms refer to the profit apnd
loss of an investment. The term "financial", however,.refers
to the woney profit and loss accfuing to the project operating
entity. The term “economic" on the other hand, refers to the
social profit and loss of the project on the economy as a
whole. Thus a money pdyment oﬁ a prnject for say wages; is a
financial cost. But it will be an economic cost only to the
extent that the use of labour on this project implies some
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sacrifice elsewhere in the economy wWith raspedt to. output and
other ubjectives of the country. Another example. 1s that of
interest payments. The payment of interest by a preoject entity
on a domesgtic loan merely transfers purchasing power from the
project entity to thé lender and as such represant'a;financiai '
cost but not an economic cost (Squire and van der Tiks 1981),
The twn'types of cost may mot cdincidei Economic costs may be
larger or smaller than financial cost. Similax arguments apply
to economic and financial benefits.

2.4.2 .'What'ia Deﬁalopmant?

The basic aéonomic'problem facing all countries is tﬁgt:of
allocating'iimited economic resources {such as labour, cap—-
ital, natural resources and entrepreneurship) to a variety of
&iffereﬁt'usés and services in such a way that the net benefit
to soclety as 4 whole is as large as possible. Because résourf

ces are limited, choices must be made amongst competing uses.

In trying to establish the exact meaning of “the plirase
"sconomic development" or just "development" one comes to the.
 conclusion that virtually each development Institution and
‘each economist has théir'own_dafinition'uf what this concept
entails. Statements such us "to help the people to help
thémselves“ or "planning by the people for the pédpla" (van
dez Kooy, 1988) or "to give all people the apportunity to lead
a full 1ife" or "to create capacity so that people can satisfy
their needs" or "an -improvement in the general quality of
life" (Béstani, 1986 and Meintjies and Spannéﬁberg, 1988), are
rather vague, to say the least. Dthers would refer to goels
such as self-realisation, self-reliance, independence,
 freedom, political rights or basic needs (Bastani, 1986 and
Meintjies and Spannenberg, 1988). ' ' '

One of rhe widely quoted definitioms (Squire and van der Tak,
1981) 18 that economic development concerns & comrunity's
limited economic resources in a long term process aimed at
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preserving the good and improving the less good in community
Life. According to- this definition economlc development
concerns a lasting change in the local economy so that it will
better serve soéial, goals. A distinetion should be made
between sconomic development and near-~term measures designed
to selve iumediate problems. Measures to solve immediate
problems may or may not serve long-term economic development
and could concelvably work against it. '

Todaro (Meintjies and Spamnengerg, 1988) described development
as a sustained protess of upliftment of the entire community

and social system, A central concept in the definition s that

 of improvements in the_qﬁality of 1life. Accofding to Todaro
the latter concept comsists of three. basic dimensions, ie
sustenance, self-esteem and fﬁeedam, of which only the first
concept, namely sustenance is quaptifisble to some extent. -

With such ‘& diversificatlon in development goals, it is no
wonder that development appreaches also differ widely. Accord-
ing to Van der Kooy {(1988), in all the years of develorment

effort, the different approaches to development viz,
neoclassical ‘or wmarxist, basic needs or self-reliance,

top-down or grassroots, balanced or - unbalanced, rural or
urban, to mama but a few, have in one way or apother been
applied by development agencies, The "right" approaches, i1f
they exist, have however not been found. One thing is-thereF
forae certailn, there are no panaceas, and there are no single
or simple answers to development. Garzia-Bouza (1980), amongst
others, is of the conviction that almost all development
initiatives over the last few decades, hate made Little
progress towarde a permanent change in the liviﬁg situation of
the poorest strata of the developing sucigties (Bastani,
1988) .

From the above discussion it appears thht.&evelopmenﬁ is often

so broadly defimed that 1t encowpasses practically all good

things, that is all economic, social, cultural, politieal and

st ey o
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other goals and values that a soclety may only wish for.'It'is
" - evident however that social develapment_must'ba-éonéidéréd
jqintlyfwith economic devaldpmént. Meintjies_and Spanﬁeﬁberg .
.(1988) asseaa'developmbnt progress in SA under the hegdings of

economie gtowth,'distribution of economic activity, enployment .

creation, and basic needs. This approach was followed in this
“Tepoxt. - - '

Economic growth

Prior to the nineteen sixties development was viewed as
~ synonymous with groﬁth.- A high economlc growth rate was
considered to he the one and only goal im achieving progress
and prosperity. It was accepted ;fhat ‘an improved economic
growth rate would lead to sustained growth and conéeqﬂently
to a narrowing of the gap ,beﬁween' the developed and the
deveioping ‘seciwrs of the -commﬁnity. Subaequéﬁtly; it was
hbwever_raalised'that a high economic gfowth'did_not-ﬂecesée
arily improve the living conditions of the masses, The so
~called trickledowm~effect did not materialise: despite high
economic growth rates poverty and unemployment ‘among the
masses in developing countries reigned supreme. The benefits
of a high ecandmic'growth.rate are thus not_necessaril&_réaped
. by the entirxe population. '

Growth is therefore not synonymous with developwent, however
it is often useful to employ gfoﬁth rates (gross mnationmal
preduct, oxr gross peographic preduct) as indicators of
development. ' |

Distribution of ecomomic activity

The criticism against economic growth as the only measure of
development is_especially valid in South Africe, where the
crux of the development problem Iies in the distorted
- distribution of economic activities.and economic welfare B
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between the different gebgraphic areas. TFor instance, the
rural areas of SA (outer periphe.al) generated only 5% of the
countries GGP during 1986, while accommodating 42% of the
countries’ population, -

Although mo statistics’ éould be 'found., the same distorted
distribution. of economic activity can be found on a micro
scale. Consider for instance ‘the large discrepancy B'etween
economic activity of Johammesburg and Soweto.

The redistribution of benefits to the developing commmities
must therefore surely be one of the objectives of an economlc
development estrategy for SA. Lombard {Eagineering, August
1987) - states that the supreme achievement of the political

economy in the 1990's must be a phenomenal improvement in the.

material condition of poor people in SA. He continues "the
crux of the problem lies in finding the most effective means

to improve the distribution of income in SA. " Such a redistri-

bution must howeve.r be achiéved under conditions of rapid
ecdnumic growth rather l:hé,n a stagnating economy., The concept
of redistribution of economic activity: therefore links
ciusely to the idea of inward industrialisatiom (refer to
paragraph 2.4.3). .

Employment creation

The creation of Job opportunities serves the goals of a better
distfibution in economic activity, alleviatilon of. the plight
af those without employment, as well as an optimization of
available rescurces thereby contributing to a higher growth
rate. If the goal of a more equal distributibu._in ecopnomic
activity is cowbined with employment creatiom, a strategy
should evolve that is not merely directed at the creation of
job opportunities, but at more job opportunitles that would
provide an adequate income with which an acceptable standard
of living could be obtained, particulazly for the poorest 407
of the population. ' '
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- Basic needs

. The basic-needs-approach to development: is concerned  with

- relieving mass deprivation. It 1s afmed at :merovq.ﬁg the
. income eerning opportunities of the poor, the public sexvices
? that'reach th¢ pobr,'the flow-of-gonds_and”services to meet
the' needs of . all members of _tﬁa community and Improving
- particibatian of thé poor iﬁ thelways in which their needs are
" net. L : . . o

. The baaic_naedS'approaﬁh spells out in considerable detail,
human needs in terms of health, food, —education, ﬁater,
sh&lter, transport, simpie_houéehoid'gcods, as well as non~
material needs such as participation, cultural idenﬁity;_and a
"sgnse_.of; purpose in 1ife and work, which interset with
material needs (Streeten; 1980)._ |

Synepsis

Development is often so broadly defined by some that  1t
encompasges virtually all good.things. All ecoudmic, cu1turg1,
social, political and othér goals that a society ﬁay_wiéﬁ_fdr
atre often  included wundexr the terxm: develbpmgnt. However
 defined, soeisl factors must be considered joiuntly with
- economic factors anﬁ'aconomiﬁ development.

Traditionally ewgingers assumed thut "development" meant .

"physical develvpment®. Wall (3990) confirmed that such . &

definition is mo lomger valid when he stated: "Development is .

no' longer a mattetr of overceming technological problems. The
development process needs also to address the problems and
opportunities in the physical, econowic, financial, political
and institutional fields, amﬁng other.” ' '

" For the purpose of this report it was assumed that davelopment
18 a combihation of economic growth, employment creation, a

R
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_ more equél _dist_f;lbutinh‘. iﬁ . economile act'iv'ity and a provision
of_the:basic;needs of people, The'wﬁight_or iﬁportancg that
 must. be allocated to .e'ach'._.bf these four factﬁrs should be
" determiced on the basis of the partiéuiar _c.ircumst:anc.es. The
content of economic 'develapment-‘will depend om the specific.
circumstauces prevailing at the time when economic developument
is piannéd and alsoc depends on tha.objéﬁtives-of the coﬁmunity_
 for which the development project(s} is being planned. For one

community,' economic developmant may ‘mean preserving things

exactly ‘as they are, for amother it may mean max:_lmizj.ng the
rate of growth of ecnnomic activity. For snother it may mean
: diversifying the array of economic activities in the co:nmunity

as a means of imposing a desirad quality upon” the otherwise o

ancaptabiﬁ rate of économlc expansion (Bendavid-?al, 1980)

2.4.3_' ;Macro—ﬁconcmic Considerations
The macro-ecomomic national scene

Lombard f1988) analyéed_thg ﬁﬂéro—ecqnomic scene and came to

. the concluston .t:he' most likely stai_:-e "of 'affair's for the
immediate future, | is largely a contipuation of the present
state of afféira. This is not a rosy picture as it 'points"to_ a
- stagnating economy (Ligthelm and Rritzinger—van Niekerk,
1990). Some of the salient features are:

- Sinee 1974 the growth in the GDP in real terms has been
hardly more then 1Z . This is a very alow growth rate
even by standards of industrialized countriea whose.
populations are no longer expanding. -

~ . TFuployment has hardly increaaed over the past decade
except in governmeut, and in fimmce whare profess:l.onais
have been concentrating on investing in stocks and'
shares. Blue collar work has been expanding ve:y,little.
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Accbtding to Reserve Bank cealculations the profit-
ability ratio in practically all industries shdﬁad__a

markedly declining ratio in practically all _iﬂﬁﬁstﬂga'_
over the past 12 years, Howevef, in the sector ﬂfiﬁance? i
inﬁurance, real estate and business srvices" the ratio .
fully recovered its lost ground since -8l It appears as

4f the inteilectual tsler_lts- of the caﬁmunit:y yore b_eing g

increasingly devoted to finmancial managemeor. According
to Lombard (1988) this 1s a very unhealthy state of

affairs,

' Dur:lng' the period 1.97? to 1987, the total net domestic

i:ivestmept - {after provision . for capital repiacetne_zni:}
amounted to only 78% of ‘nef savings, the balance having

been absorbed by government borrowing for non-capital

purpeses to the extent of 57 , and by investment sbroad

to the. extent of 17%.

The National Productivity Institute estimates that real
productivity of capital dnvested has declined by about
one third over the pai. ‘= ide. Part of the explanation

of this trend seems to Le that some d;-ahé affeét pf the

capital investment was to 'replace labour rather than to
increase output. : o -

S5A had negative real interest rates for most of the past
decade, The negative effect of low real interest rates
has been on unemployment rather than on profits,

- Management will in general continue to replace labour

through more capiltal-intensive methods of production for
as long as the after tax cost of capital iz exceeded by

that of labour. Negative rates of 1ntergst literally.meaﬁ--

that the commundty is paying  management to replace
labour, - ' '
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- The structura of our stagnating economy fs such that any
cyclical upturn at rates faster than the warrsnted

structural growth =rate soon runs Into a balance of
payments comstraint, particularly if the upturn is not
export led. This means that $A has to utilize its

existing productive capacity. to -the full, since, the

. moment when this surplus productive capacity runs_out,
expangion becomes very difficult in the short rum and
very import prone in the long run.

- ~ Due to the international debt standstill against Si, we

now have to maintain gsurplusses on our current account to

reduce the country's foreign debt rather than to build up

reserves to pay for dImports involved in a domestic
cyclical expansidn. Neither do we have access to the

' financial facilities of the IMF. These circumstances

serlously hamstring the ecoﬁomy‘s recovefy prospects
(Lombard, 1988). '

It is thus evident that the most likely economic scemario for
the future is Clem Sunter's low road {(Sunter, 1987). It i1s

within this unaécommodating econonic environment that urban

deﬁélcpmgnt projécts will have to be vndertaken.
The economic implications of »rbanisation

The orderly urbanisation of the Black populaticn of South

- Africa is ome of the countries greatest positive challenges at

the present (Urban Foundation, 1990c). Tt is, however, a huge

economle undertaking, both in the macro-economic sense of how

much regources can be afﬁorded For chis purpose, and from the
mlcro—economic perapectlvﬁ of who should do what &apnd who
shor 1 finance whom (Lombard, 1988). The average private
company in makipg Investment décisions does not . have to
concern himéelf with what the country ecan or cannat'affor&.
As far as he 1z concerned the mzerc-aconomic issues assert

[ T
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themselves through the market mechaniem, guiding the
individuai players through the pri&eé and costs of the
ﬁarticular outputs and dnputs dnvolved in the specific
prajects. In considering ‘the dissues surrounding huge
urbanisarion projects of the scale necessary for the orderly
urbanisation of South Africa’s peoples, however, it is necess-
ary to consider ‘both micro and macro . economlc issueso:Tﬁe
objectives of large seale urbén:_l.’sation projects should
-obvioﬁsly be determined from ﬁ. national perspective which
clearly exceeds the dimensions of a purely private venture,
Urbanisation projeéﬁs-should be undertaken from the pérapectu
~ ive of éddressihg the greateat and most urgent problem for the
- political and seocial order in South Africa, and s such it is
necesaary to conslder whether the objectives are achievable
from a wmacro-eccnomic pefspectixre, and if mot, under what
elrcumstances they could be (Lombard, 1988). The problem of
finance. oﬁ & masro level boils down to the questivbn of whether
the expenditure can be financed in a non-inflationary manmer, -
that is to say without giving rise to a total domestic expend~
' it:ur.a which . excesds the output potential of the domestic
economy. Ancther way to put the same question is te say that
the expendituze programme should not give rise to balance of
payment problems unless finance ¢an be raised abroad..A third
equation saying the same thing expects the sdditional invest-
ment not to exceed the econmomy's saving potential plus the
_available Zinance from abroad. |

Paying for urbanisation

Table 2 (paragraph 2.3.3) showed that on average 121 500
families must be accommodated annﬁally up to the yesar 2010 to
meet the existing backlog and expected future demand fér
housing, This must be compared to the 25 000 to 35 007 houses
constructed anually over the past few years (refer to
paragraph 2.3.,3). Using the average house prices and the
number of prospective home owners in each category in table 2,



it is evident that approximately R2,0 billion per annum for
the next 20 years w:’t.ll be -required_ for the comstruction of

dﬁellings {at current prices). Based on an estimated

additionsl expenditure of R3 000 for bulk infrastructure and
RS 000 ifor . social infrastructure, +the total éaﬁital
requirement amounts to R3 billion per ‘anmum at today'as prices.
These figures are obviously no mm:a than orders of magnitude
{Lombard, 1988). '

Lombard furthermore comes to the conclusion, that from a
mecro-gcononic point of view, and with the economy on the ™low
road", it is definitely mot in & position to absorb success-
fully an -additional expenditure of this magnitude and adds:
"In the finsl amalysis such ‘calculations {(with referemce to

- macro-geonomic caleulatious) answer the question whether ‘the

savings to finance the finvestment will be generated even

‘agsuming that enocugh idle manpower and enterprise is avail-

dble, It must be noted that mote sairings_i than R3 billion must
be generated. The amount of the actuwal savings vrequired
exceeds R3 billion by the amounts pecessary to finance the new

- capital formation alse called for in the rest of the ecopouy

to produce the materials required in the construction and
eivil engineering industries, This could bacome a very large
figure, several times the initial expenditure of R3 billion.

Even a programme which aetarts with 25 000 houses and ancther
23 000 serviced sites im a year, but expand at a rate of 20%
per ammum to overtake the Dacklog inm 14 vyears, presents
serious finance problems in the context of our "low road"
scenario, The direet Import leakage 3n y ¢ one probably

amount to about R300 miliion to R400 millilon.

Economic  activity outside the effects of the housing pro-
grampe was so low in 1986 and 1987 that such imports could be
afforded, Without the housing programme domestic growth would
probably have been at least another one percent less than it
actually was., But if this prdgramma ie expended at a wate of
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. 20 percent per annum in the years ahead, implying the same
rate of gruwth proportional to the direet import leskage of
the programme, foreign ezchange problems will scon appesr.

A wmore serious “balance of paymercs constraint” on the
housing programme arises when the existing dodustries
providing intermediate inputs for the construction and civil

engingering operations reach full capacity and have to axpand -

their papital intensive processes. The import content of that
second phase in the dynamics of economic growth may in our

"low road" scenario be vast and way beyond what can be -

expected to be financed from the likely gfthh in export
receipts-br from capital inflows."

Lombaxrd continues by saying that the problem is not really one
of a balance of payments constraint, but rather one of a too
heavy ~dependance on - capital dInputs in  our Industxial
production and construction process, Any process of capital
formation contains a high import gontent, in contrast with

manual labour, which_is'of course locally available. Moreover,.

the pattern of consumption from income paid to labour has a
much sralier Jdmport content than that generated from income
peid to owners of capital.

Thie implies that the prbcess of urbanisation would be able

to proceed at a much faster vate (from an economlc perspect-—
ive) 4f tenders for the warious engineering and housing
contracts did not 30 to producers with capital-intensive
processes of production, but to labour~intensive producers.

Lombard concludes by saying that: "In view of the varicus
resource constraints. ree» the programme {of wurbanisation)
would have to be carefully decouposed imto those elements
which require the least real resources and have few backward
repercussions on imports, on the one hand, and those that can
only be - undertaken over time as scarce resources become
available and as our basic ecomomle reforms materialize,'
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De EKock .(23 Apf:u 1989) confirmed this viewpoint when e
ammounced that the increage in fixed investment since the
second quarter of 1988, copeg at an unfortunate time for the
South African economy. This is in spite of the fact that the
level of fixed investment is nowhere near its peak of the
aarly eighties. It is furthermore interesting to note that

according to de Kock a capital investment of R100 million can

~easily lead to an increase of R300 million in the ecunomy due
to the so-called multiplier effect.

Toward indnstrialishtinu

The traditional approaches towards economic growth in SA have
been-exphrtwladfgrcwth and - import raplacemant;'ﬂowever, import
replacement had its days dn the sixties when it was economic
to replace the kind of products we used to iwmport. Nowédays
the scope for import replacement is much less, Export promo-
tion also has its problems as it is mostly-capitalwintansive;

The possibilities for exporting'labouruintensive manufactures,
on whith the so-called newly industrialized countries have
thrived, héve ﬁossib1§-come to a saturation point iIn that
‘these countriea, having been first in the market, have ex-
hausted'fhe possibilities (Brand, 1987). Neither of these two
strategies therefore provide bpportunities for substantial
economic growth, nor do they provide a base for massive
employment, which is what our country needs most at present.
The answer to this predicaﬂent-éppaars to be inward industrial-
isation, which also goes hand in hand with a redistribution in

income. The strategy of inward' industrialisation is prac-

tically unlimited in its scope, due to increased demand for

goods and gervices that an orbanised population needs

(Lombard, 1987). The implementation of this strategy involves
the expansion of employment and investment in Industry of all’
sizes, from large industries to the informal sactor. What is
really at stake 1s the question of whether the fndustrial

o

e b i e

gomm et -



37

producfion ié-géarad to anpply.the_sﬂrging demand from rapidly

incréasing lower income groups im our citles. We are talking

gbout the expanaion of employment and inve&tment in industry-
of all sizes, from large induatries to bankyard shnws.

According to Lombard (Finansies en Tegniek, 20':ma;- 1988)
4 million of the approximately.lz nillion job oﬁportunities of
SA's economy &xe provided in the informal secter. It is
.expected that the number of 4 million will increase to

6 willion by the year 2000. The strategy for accommoﬂating_.
- these people i to draw them into the formai' sector by
changing the production process imto one that is less capltal~
intensive. If each df'these 4 million people esrn as lirtle &3
R5 000 a year, it will mean that the potential purchasing

pcwnr of the paople in the formal sector will Increase by R20 . -

billion per sunum, which represents 25% of all salsries paid
'in SA during 1987. If this amount is expended on basic goods
and services suck as housing, food, fﬁrniture, recreation and
. twansport, the structure of SA's economy will be changed. The
chances are that about 90% ' of the additional goods and -
gervices  that will be pﬁrchaséd, will be manufaCfured,
ﬂiractly or indirectly by the peaple who will purchase it in
the end. ' B

The proceas of inward industrialisation is therefore bound to
lead to & rise in the GDP and a reduction in unemployment
‘without unduly increasing the strain om the balance .of pay~
ments. The two plllars of imward industrialisation are dereg-
ulation snd urbanisation, without which the process cannot get
off the ground, '

Inward industrialiaation hag important . implicatdons fur'.
urbanisation and for the civil enginaar as project manager.
This aspect is discussed in. chapter 6,



Z2.4.4 _Economic Importance of Urbanisation

| It ié'ofﬁén séid that a nation's people'shoui&“ba adequately
hbﬁéed, own  property and lead an. int:egral :Eamily life in
proper homes, since ‘there are numerpus social and political
.benefits if this can be achieved. This saction 15,_hnwever,:
concerned with the .economic . benefits of  the urbanisation .
process and not the social - benefits. '

The Taiwanese, in the early stages of their economie growth,
“put housing way behind exports and education on their priority -

list and this strategy was revarded with remarka\le ecopomic .

'-grawth. However, the issues of the. Rapublic of China were not
~what they are in SGuth Africa toduy {Lombard, 1988), In South
Africa the challenge of orderly urbapiaation arose. because,
dnter alla, of thig cauntry 5 politicalvhiatory and has to be
accommodated as far .as possible ‘within - the economic
constraints that exist, | |

According to Lombard (1988) housing must.nbt be regarded as .
~ purely a consumer good. Housing.does create a flow of valuasble
"autput, and may Weil be able to compete quite-objedtively with
the output of other forms of capital: formation to which
resources might be devoted. The main econsmic advantage of a
widespread property and housing programme 1 the uniqua way in'
vwhich home ownership enriches 'people thrnﬁgh a special
inducement to save in the form of novtgage payments and
through the process of inheritance from one genmeration to the
next. ' '

Black urbanisation, correctly addressed, also 'provideé:- a
vehicle for the promotion'of'inward industrialisation, which
has a number of benefits for our econumy {sae paragraph
2.4,3).
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Lombard (Finansies en Tegniek, 20 May 1938) estimates that

the 2 million urbanised blacks in SA have an income and

. spendiag pat:tern of approximately R31,5 tillion. per annum.
‘This is more than the total budget of any other country in
Africa excludiﬁg Nigeria, Egypt, Algeria and Libya.

According to Professor Mallows (1988) civilization 1s due
entirely to urbanisaticn. In addition, an increase in product—
Cdvity, =& xeductian in ‘werking time g ..d the -greater
availgbility of consumer goods are benefits that ocburred only
. because of cities. Only in cities .- the economies of
proximity, secale and location be optimized and can these
increased benefits fuel a permanent, ongoiﬁg process of

adaptation and lavention.

Webber (1985) genéraiizes by saving that.ﬁore than two-thirds
of the populations of the industrialized ~ovntries are living
in urban places, in the middle fncome ¢ &8 more than half
of the pnﬁulatiens live din urﬁan areas auae the correspon&ing
figure for low income coratries is about one f£ifth. He there-
fore deducts that urbamisation is the counterpart of econocmic
development and of'rising—per—capita income.

Citj gtowfh bj fumigration always includes 1§rge maéses of
poor people. But as the poor graduate into a prodyctive and
settled urban life, the benefits of the city starts to become
evident (Mallows, 1988). It is only in the cities where those
that are presently inadequately housed, wery poor and without
adequate sources of income have any chatce of improving their
Living conditions,

According to Webber (1983) a metropolitan complex is in fact
a8 massive communications switchboard through which all sorts
of speclalists are connected to each other and through which
their independence are satisflisd. Todeed, the only reason
citlen exist is because _iﬁ :..i't'i'es-. connections are established _



40

between interdependent estéblishmants and at a lower cost.thaﬁ
elsewhere, Persons and businessmen congregate in cities only
because costs of intefaction with each other are less wﬁere
distances between partners to tramsactions are short. The big
clties of the world have been getting bigger, mostly because
they are better (Barnétain, 1986). 1. ' '

Economists have proved that the ecowomles of urbanisation
dinerease with size and _that the curve rises well beyond the
size that any of South Africa's cities will reach in the
foregeeable future (Bernstein, 1986}, The search for an.
optimal city size has been abandoned as most Béudies suppost
the coneclusion that the lavgest cities are no less productive
than the smaller ones and many studies support the conelusion
that the largest cities are the most productive ones (Webber,
1985) .

‘Cities in ot_iler parts of the world are much bigger than the
biggest in Southern Africa. For imstance, the projected PWV
population in the year 2000 is such that it will be smaller
than vwhat New York was in 1950, In 1985 Mexico city had
18 million people and forecasts for the year 2000 anticipate
‘the population to reach almost 30 million. 'Thi_s iz closely
followed by other cities such as Sao Paulo with 16 million and
Seoul, Ric de Janeiro, Bombay etc (Webber, 1985 and Urban
Foundation 1990a). Yet there is no basis to believe that
over-urbanisation per se is detrimental to the efflciency goél
of urban development (Webber, 1985).

It is not only in the sconomic indicators that the largest
ﬁetropulitan certers excel. As compared to living conditions
in other cities and in. rural areag, cenditions in the largest
centers of the developing natione are ﬁnquestionably superior.
Literacy levels are the highest. Rates of physical illness
are lowest, medical care is best, and life expectations are
the longest. Both calorie and pkqtein intake in dally diets
are greatest, Eduﬁational opportunities are typically the best
available. Opportunities for employment in both formal aud
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inforﬁal gectors are higher than in the rural areas and as a

- vesult per capita incomes are highest 4n the 'largest cities,
‘and so are long-term life opportunities for children (Webber,

1985).

These comparisons arve valid on average, but should alse apply

. toe Bouth-African ¢ities for these comparisons also describe
the conditions of the most impoveriched people, for they too
-are better off than they would be cisewhere (Webber, 1985).

_In addition, in Southern-Africa rural-urban migration s

necessary from an economlc perspective to relieve the rural

" areas of the current over population and to increase the
productivity of these areas. It can thus be said that urban-

isation on a large scale is not only acceptabie Fut is
urgently required (Thompson and Coetzee, 1987 and Urban

Foundation, 1990c).

To conclude then, whereas policy makers had in the past often

viewed urbanisation as a2 burden on the economy, it 1s now
considered an opportunity for further economic growth

{Finansies en Tegniek, 20 Mei 1988). A higher level of
urbanisation in SA is indeed a necessary comdition for

development, but development also requires that living

conditions for the poor in the urban sreas Improve and that
their income earning opportunities expand.

2.5 SUMMARY AND CONCLUSIONS

The situational amalysis contained in paragraph 2.2 leaves
little doubt that the black urban population of South Africa
is destined to grow dramatically over the next sumber of
years. Projections show that, even allowing for an undercount
in official population statistics, the number of urban
dwellers can be expecked to increass about twd and a half
times between 1980 and the year 2000, B'ased. on the official
statistics, the increase from the 1980 figure of 6,8 million

e oM
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15 expected to be in th.e order of 3,7 times to teach
approximately 25 million by the year 2000, It is expected that
the black urbanisation rate will then have reached 75% . Th:l.s _

" implies that over a period of 20 years as many people will

need to be accomodated in South Afz.':l.ca & urban areas ag has_

‘been ‘over the past 100 years.

A'”comparison between the urbanisation levels in the SATBVC
states and that of ot_.hei:' countries at a similar level of

economic development, and a comparison between the SATBVC
states and the dévelopad countries of the world, clegrljr

underlines the potential for urbanisation in Southern Africa
and also stresses the npeed for further urbanisation as a

- prerequisite for further economic development, -

Unemployment amongst those wrbanised varies widely from one

region to another and depends largely om the state of the
economlc activity (refer to paragraph 2.3,1). Estimates of

unemployment vary between 14% and 30%, depending on the
specific region and the definition of unemployment. What is

even mcre significant, however, is the imbalanée ‘between
expected population growth and the demand for labour in the
long run. Inappropriate technologies are cited as ome of the
causes. Projections show a - significant iIncrease in
unemployment amoﬁga; both skilled as well as unskilled labour,
however it is ini:eresting. to note that uppnemployment amongst

skilled workers can be expected to rise much faster than that

of unskilled labourers.

Paverty in South Africa is rife. It has been estimated that
about 50% of the population lives below the minimum subsist-
ence level (MSL) {refer to paragraph 2.3.2). Conditions in the
TBVC and self-governing states are even worse as it ig
estimated that 81% percent of the population lives below the
%SL. Im certain urban areas poverty may be less wide spread,

but in other urban areas the above figures presgent a true

pit:tufe. Congldering the expected accelerated urbanisation
rate and the expected increase in unemployment, it can be

e e At Lttt et Ay
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| expected that poverty amongst urban blacks will further
increase in future, ' | |

Government's historic urbanisation and housing policles nave
Leen'irgplaced.-by a npew positive strategy towards urban

'develppm_eht."’l'his ‘has underlined the huge backlog in housing

which is currently estimated at 800 000 and which ie
increasing daily. The finaneial realities of the black

- communlty at large is such that the majority3wi11'ndt-be”able :

to afford a formal house, It is estimated that om average only
. 10% of the blacks can afford a house worth more than R35 000,
33% cen sfford a home of between RI5 000 and R35 000, 38% can

afford a house costing hetwéen R3 500 ani R13 000, and the

reast (19%) can ouly afford shelter of less than R3 500 (vefer

. to paragraph 2.3.3).'

Although huge pieces of land have in the recent past been .
~ earmarked for black urban development, much additionzl land :

will be required to meet the expected demand up to the yeay
2000. | |

Up to now the emphasis by government and non-government
- organizations alike has been on the provision of houéing for
the underprivileged. The provision bf spcilal infrasﬁructuné
such 55' schools, recreational areas, health, cultural and
_f?iigions facilifies etc, has so far been neglected, as has
the creation of legitimate local authorities with effective
departments muck as engineering and finance. The backiog in

the provision of these facilities is completely underestimated

and 1s even greater than for housing (refer to paragraph
2.3.4)- . . )

Development means different thinmps to differént people, - One
of the definitions of development describes development as =
combination of economic growth, employment creation, a more
equal distribution of economie activity and a provision of

e
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the basid ‘needs - of people. However - :' -defined, sotial. factozs
must alwaye be cnns:tdered 3o:t.nt1y with economic factors .and :
aconnmic developmenta -

The urbanisation drive must be viewéd against Sﬁvﬁh Africa’s
| macro-economic background. - An analysis of the economic
environment cleaﬁly- indicates that South Africa’s economy is
not likely to pezfom well for the forvseeable future anu that.
the country as a whole. caumot nearly afford to undertake tha
provision ¢f arban infrastructure on the scale required if
 capital intensive methods _I_a'r'e' utilized (refer to f:ar_agfaph -
.2;4.3). This requires a spficiai effort by all concerned with
the use of resources to énﬂufe tﬁat'our7resﬁ4*brs:até'ut111236 ﬂ
-optimally. To attain. maxi,a:mn econuade growth e wmcept of
inward ind.ustrialisatioﬂ must - be - explore& This in tuin
impl:lea the expansion of industries of all sizes to supply. the
demand of goods with a lowy import content for the masses
while, at the same time treating as many employmgnt opportun—”
ities as possible.

Whereas Black urbaniaation had in the past been v:lewed as a
bur .on on-the economy, it is now recognised an opportunity fnr
further economic grow_t'?,t A{refer ro paragraph 2.4.4)., Ecovnomists
have proved that cities are ecomomically wmore productive thani'-_
rural areas and that the economies of urbanisation increase
- with city size. In addition, our cities are still small in
terms of world standards. A ‘higher level of urbanisation is
thus not only acceptable, but is Indeed a necesaai:y condition
for our further economic - development and as such provides a
challenge for the futura.

'The socio-economic -environment described in this cﬁaptgr,
together with th_e curré_nt_ political reform process -'énd the
concomitant empowerment of the masses, dictate the "ueed for a
different aipproach to devélopment prnjecta (Bfa' ", 1988),
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~ Such an approach ent;ails a ghift away from first world. type

pro;;ects to projee.ts that are. undertaken with due consider- . |

ation of the realities of the’ sitnation. - -

A thorough understanding of the broadening fssues cq;rered in’
this chapter are -:-'_tﬁérefore :I.n_dispe_ns_ibie ‘for the project
: _.manager'--involvad in urban development seeking to structure his
projects in ap | optimal manner. The issues cbverg;__l: in this
chapter are also “mportant background Information for the
premisés in the rest of this i'épo-rt._ L

..Wﬁile this cha'ptef provides an ove.rvigw'.of' certaid relerant
factors pertaining to black urbanisatdon, é‘:mi:ter 3 gives
insight as to how development organisatiocns autually address |
"_'the need for devalcpmenl: 1o the urban sphere.
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CHAPTER 3

| 'CURRENT‘&PPROACHES TO URBAN DEVELOFMENT

3.1 INTRODUCTION

"An enormous amount of development effort is taking placé'in
South .frica, possibly_@néuxpa&agd anyﬁheng else in the world,
The numbér ‘of davelopﬁent_agencies is to be counted in the -
hundreds, available funds in the thousapds of willionsg of rand
- and davelopment projecks in the thousands" (van der Kooy,

" 1988). | - o | P -

.iﬁ_:hus coines as no surprisé_tp’find_tﬂe South African black .
urban development ucene marked by a prolifa:atipn of orgén-'
isatiéns'that often appear to be acting in #n tnco~ordinated
mannex. In addition, these organisgtioﬁs:often have-differeﬁt
apprdachés to development, even to the extent that}they have
opposing views. .Scme organisations comcentrate on- apécific
glements of the urban fabric, while others are involved in the
total urbanisatian process.

The environment within which many civil enginears now find
thesselves has mot just changed from a_Sacio~aconomicﬂpoliti—
cal ﬁoint of view (refér to chapter 2), but alse from the
point of view of who is his client. Up to recently the nature
of mdst eivil engineering work (and thus the environment
within which the civil englueer worked) was that of the firse
world. The reason for this beimg that 60% to 70% of all eivil.
'engineering work came ffom the public'sector,'whiéh gaﬁeral]y
has a first world approach to projects (Viljoen, 1990 and
viljoen, 1986). . '
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Racently new’ clients have emerged, especially 1n the Iield af

" urban develorment.. Their approach to projw “ad their
. often relative inexperience, require that cdvi® wiEB WUEt
take cognisance of the often diverse app: - of .the

differéht client organisations. This chapter cofcains a-brief'tu

overview df;the,apptﬁaches, viewpoints and policieé of some of

the mafor organisatlions involved., HNot all organisation?iaxe-

covered, since there are too many. Certain of ¢t

organisations that ure covered, such ms the Gencor Development

Trust and Planact, have very limited impact on the urban
development scene, Thelr approach io projects is nevertbeless
covered for interest's sake. '

The ﬁiewpoints'expréssed ;a this dhapter are'a'combination of

the official policiegs and approaches oi the various orgaﬁu'

isations as well as the author -] observations.

3.2 ROBES, OBJECTIVES, POLIGIES AND AIPRDACHES OoF THE MﬁJOR
ACTORS - '

3.2.1_'H' Céntral Government

The State President requested  the President's Council to

advise him on strategles by means of which the urhaniaétion
process could be orderxed. At the end of 1985 the President's
Council submitted its report on urbanisation for the R84, to
the government, The . White Paper on Urbanisation (June 1986)

was subsequently released and puts forward the central

government'sg urbanisation policy,'

The general policy framework for utbanisatinn, as set ‘out in

the Whita Paper, 1s briefly as follows.
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T
.{I. )

.nrbanisatipn in the matropolitan as_ Léll as ﬁhe.

nom—metrqﬁolitan areas is accepted as inevitable, and

- ghould be vtilised in a positive manner .

in future Freedom of movement to and within the urban
areas will #Pply_to all South Africsn_citizens

the existing measures with regard to .separate 11v1ng
areas for the various population groups in towns and
~efties will still be observed

the timely identification far sufficient land is seen as
an essential preraquisite for the planned management of
_urbanisation

Hit will still be sometimus necessary for individuals aud
-groups to move '

a more ‘balanced distribution of pe0ple “and econcmic
activity must be promoted

a regionally differeutiated approach should be f0110Wed
in the planning and wanagement of urbapisatinn

the principle that consumers shauld pay -far services and
facilities is confirmed

standards and regulations for Thousing, physical
infrastrudture and soclal services should in generél be
: adapted. Standards that are too high and that cannot be
afforded should be adjustad

local govermment iInstitutioms shouid be established for
all communities, and the maximum devolution of authority
and responsibility should bé promoted.
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The apprnach of the various onvinaisl Aﬂministrations ‘to.
urban devalopment is not separately cdvered in this section as
© thelr appraach;_as the seconﬂ tier government, generally

reflects that of central government.

3.2.2 - lLoeal Authorities

ﬂlthough.ﬁladk local authoritles are not 8 homogeneous group
.'of organisations,  judging From experience some genefal
conclusions abont the. policies .aﬁd'_approaches: of local
authoritiés towards ﬁrban development projects can be made:

- beéénse' of the baéklog- in hdusing, urban _dev;loﬁment
projects in t+ olack urban areas have & high profile
- amongst local authority staff and cpunciliorsfalike

- touncillors sometimes nisuse prajects fof:political and
' »graonal finaneial gain and projects are often highiy
- puliticised ' ' '

- 1dnai authorities, especially councillors sre gemerally .

~ignorant aboyt -aspects such as the wanner in which
projecte ghould be approached. They have seldom had much
. eXposure to such aspects as approintment of consnltants,
tendering procedures and the drafting of agreements with

developers. They are thus often exploited by people who

enter into one sided contracts with eouncils

- councillors often make totally unrealistic election
promises, which they invariab1y5 endeavour to fulfill, .
They therufure often WRRE unrealistic demands shout such
matters as financial aﬂaiatance, standaris of serviceq;_

and time frameworks for projects
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- they often have high aspirations about issues such as
housing standards, even to the extept that low imcome.
housing projects are prohihited by coumeils

- they ave often unaware of the extent of planning that
préce&es projects and of the managerial, fivancial sud
maintanaﬁce implications'bf projects '

- on the other hand are couneillors and local authority
. personnel often pocitive and eager to lesrn and recepti?é
‘to sound development and business principles, once a good'
rapport has bLeen established with professionals and
others who take their Interest at hart. | '

Black local authorities have recéntly been increasingly
criticised by certain-gruﬁps wiéhin the_blaék community, and
'pressﬁre for their abolisbment 1is increasing. At the'samg
" time civic organisations are becoming increasingly influential
ana are often regatgad as the de facto representatives of the

people.

3.2.3  lLocal Authority Loan Fund

The Locﬁl Authority Loan Fund is a central fund, administered
by the Department of Finance, that provides the smaller local
authorities with access to Ffinance at market related interest
rates. The ooly qualifying coﬁdition is that local authorities
should be creditworthy.

3.2,4 Regional Services Councils

Regional Services Councils, established io accordance with the
Regional Services Councils et 109 of 1985, are relatively
young organisations. The primary objective of the RSC's are
the provision of services on a regiopal basis. The appendix to
the Act identifies 22 possible regional functioms of R8C's,
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' _su.c_h' ‘as the bulk supply of - ehgineering services and. the

provision of certain social sewieea_'eg 1ibiaries, recreation

areas, tourism ete, The ._Administrator of a Province, after
-coﬁsul'tation with . all #artiea. concerned, identifies which.”
fyoctions . or f:arts of fﬁnct:'_lons will. be executed by a

'particular_ Regional- Services Cc_mncil {(Regional Serv:lc&s.'
Councils Act, 1985). ' ' o

Because of the great backlog in the supply of infrastructure. |

in the developing urban areas, RSC's are currently wmainly
'.:'I_..nvolved_ in tﬁe 'part:icipating loeal éuthqritie'g with _thé
provision'.of bu..uﬁ infrastructure and with upgtadiug projects.

It has been  found in practise that the approaches of the

' various RSC's differ widely, however their current role 1is
_-mainly a:l.med at -physical engiveéring projects. This may

' change in future to include a wider iuvulvement 4n the urban . .
development process. ' -

3.2.5 ' National Hbus:mg Commission

The National- Hdﬁsing Commission wses Central Govermment funds
and provides subsidised loans to local suthorities for
residential  infrastructure -development and  fox  the
conatruction of houses for the low income groups. Maximum
expenditure on house and stand is determine__d on a project
basls but normally does not exceed R11 0CO, Iuterest rates.
fluctuate according to the income of the individual. At the
lowest end of the scale home-owners are heavily subsidised.
The funds provided are rolled over into bond financing Efor
home owmers. NHC funds are administrated by the Ffour
Provincial Administrations and policy may therefexe differ
slightly from one area to another. As funds come from Central
Government, the demand for NHC funds far exceed ava:llability.

The WNHG thus focuses exclusively on +he pro'vision of
infrastructurs and housingf. Developmental aspeats other than
tha physlcal, are mot conaidered.



3.2.6 deth_Airican Houainﬁ.Trust

The South. African Housing Trust (SAHT) was established in.
November 1986 with an interest free loan of R400. milﬁdon from
the South African Govarnmeqt. Additional funﬂs are obﬁained o
the open money market. The SAHT provides bond fimance
directly to individual home owners through its buildiug
- soclety arm Khayalethu ‘Home Loans., The interest rate is 13%, °
| The - SAHT also undertakes the servicing of the . land in
;addition to the construction of houses, the total package net
exceeding R22 000. Their method of work is such that they
invelve the local authurities in their projects (SAHT Appual
Report, 1988). An analysis of the. standard co-qperatien
agreement berween the SAHT and Iocal auf“prities, sﬁpw that
local authorities are in partnership wite the SAHIﬂfor any.
development that the SAHT undertakes., The SAHT_ therefore"
exposes a Iocal'authdrity to the risks inhereﬁt in'hOusing'
.development prodects, although the SAHT management denlea that
.they will ever make use uf this avenue.

. . . . ‘l .
In addit:ion to undertaking projects for the consttuction of
'residential infrastructure and hnuaes and the provision of
E bonds to home ownerg, the Trust gndeavours 9 create new job
'cpportunities-with the focus oﬂ:the permanency'of such job
qpportunit:!.’es. (SAHT_ Annual Report, 1988). Small entreprenaurs
are furthermore actively encouraged and assisted, through the
Trust's projects, to establish thewselves as housing
contractors in their own communities. '

Dye to the market Zior wh_:l.c‘;l:x they cater, the SAHT _placss
congiderable emphasis on 'the utilisation of appropriate
technology and low standards in residential infrastructure.
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3..2._'_1 _ Development Bank of Southerm At}"i.-aa

The DBSA sees 1ts primary funetion as to becomf.-. iavelved in
the provision of bulk apd commector iInfrastructure which

facilitates urban ‘development and fwhich_ is ‘required for a
town's economic base. 0¢casioﬁa11y the Bank will provide
finapce for resldential Infrastructure, but omly if other

sources of finance cammot be found. The Bank will also ﬁrdvide
assistance for the other elements of the urban enviromment,
such as the strengthening of locdl authoritieg, upgra&ing

projects, business development programmes, 1ong term planning

for economic development, social, security.. reqreational

Facilities ete, but only if these fohn'part of - the urban

fabric., In short, the DBSA approaches urban daveloﬁméht in a

holistic manner and believes' that all elements af urbanq

development ‘should be given equal weight.

The DBSA usually prov1d¢s finance at suﬁsidised interast rates'
_Fnormally 1073, altough 1oans for inveetigations and planning )

pu:poses are aometimes provided at lower interest rates.
'To Eacilitate the Bank‘s role, a number of guidelines are used
in :the evaluation of urban development ‘projects (Headway,

February 1987)

- urban development should only take place if there is a
¥iable economlc base

- as much use ae possible should be made of the'private
sector o '

- subsidisation shbulﬁ be.phased out as soon as'possible-'

- aiiy urban davelopmant ahould be acceptable to the 1ocal
community '
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- appropriate local “horities and other bodies to
-administer and manag s a town must be developed

- the effective demand for services and housing according
to what people cam pay, and noi subjective needs, should
be addressed ' ' '

- deregulation should take place where appropriate

- the informal and small business sectors -shduld be

stirnlated

- ilabour-intensive construction techiiques shouid be used:

ag much as possible

- available infrastructure and facilicies should be used as
much as possible

It is thus clear from the above that the DBSA apptroaches urban
development from =2 holistic point of view and that they
endeavour to allpecate an aqual weight to economical,

technical, urban financial and urban managerial matters,

3.2.8 Urban Foundation .

The Urban Foundation has up to now largely é0ncentrate& its
efforts on the provision of houses (Urban Foundatdion Apnual
Repoft, 1988), Thelr aim is to make a significant impact on
the low cost segment of the housing market for blacks in
especially the urban aress. They regard the provision of
shelter as a key factor in the socilo-econowic development of
communities.

In addition, the Foundation also focuses on policy matters.
They have been instrumental for a number of the government's

~policy changes on urbanisation and are, according to their
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aunual rTeport, .continuousiy ré.seerehing .aspectS'. such as
.ecenomic deve_lopment, new approaches to wurban menageﬁent ,.
issues related to education, the provision of creches and
other social infrastructure. | B

The F_oun_dation’é department of residsntial development and
construction has as objeetive the provisioﬁ of hnusing'et thef
. lowest pi:_ieee _possﬂale and has through :i.te seven subsidiary _
companies, provided housing to 9500 families during the 1988
Financial jr'ear. They .also provide in the veed for ‘self-help
housing projects apd aims at the creation of jobs and the
encouragement b'f emerging entreprepeurs. The subsidlary com-
panies are geographically decentralised throughout South
Africa and operate as ea‘mpanies not fer gain in accordance
with section 21 of the companies act.

The name of the Foundation's subsidiary company dn the Orange
Free Stat:e" is Blomandsz Honsing Company.'_ In the author's. ©
experience with the development nf two large towns 4in the OFS,
Blomanda has up to now adopted the approach of a normal
private sector housing company. In these two areas they are
pot 25 yet addressing the lower end of the housing market,
neither are they focussing oa much more than. -. physical
residential and housing .development. It must D& conceded,
however, that the reasons for mnot being able to address the
lower end of the market may be partly attributed to factors
outgide their control (refer to paragraph 4.3).

The case study dn the next chapter concerns . a project
currently undertaken by Blomanda, one of the seven subsidlary
companies, and it is thus considered approp_riate_ to have a
brief look at that compﬁny‘_s goals and nbjeet:h_re_s' as stated in
an introductory lstter (Duys, 19833}, ' |
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Blomanda's goal 1s.to prév_:ldé urban communities with access to
housing which they ecan afford. Ag a company not for gain, any'
- pxoese returns are re-invested in Blcmanda‘é projects. The
business goal 1s developing nerviced residential land and
‘homes for lower and middle income communities.

Services currently provided by Blomanda imclude:

- the couversion of undeveloped land into serviced and
proclaimed regidential townships where privately owned
houses can be bullt. Sérviced-stands are sdld diréctly to
families or to home Builders;.'nesidential stands are
serviced by Blomanda to a variety of different levels

- assistance to low income families in the procurement of

their own homes

- asaistanﬁe to. families by trained Blomanda étaff in
identifying thelr accommodation mneeds, snd how they
should go about obtaining a home

- the construction of houses by informal comtractors ox
sub-contractors on a labour only basis, or by independant
contractors

- the supply of materials to owner-builders from Blomanda'’s
on site store

- the rendering of technical advice by their bullding
inspectors '

- the arrangement of building society home loana or loans -
from other institutions ' ) '
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3.2.9 Private Developers

Private developers are in the fileld of urban development im
order to generati_profit. Because of the milieu in which urban
development projects are nndertaken, there has in the past

been - amp)- opportunities for exploitation and unethical’

behaviour,

Up to this .point in time private developers ‘have glmost
exclusively concentrated on the provision of residential
services and housing for the high income greups. This market
has now, however, almost been totally exploited. Developers
will therefore sconm be forced to address the lower segments
of the market. | ' o

3.2.10 - Geocor Development Trust

All the mejor mining houses have funds or'trﬁats created for
- the purpoée of funding _prbjécta that they - consider
appropriate. The Gencor development trust'cpnsiéts of three
funds, viz the chairman's fund, *he welfare fund and the
educational fund (Visagie, 1988). The former fuig 1s utilised
on an ad hoe basis for projects that are considered te be in
the compény's long or short term interest, for instance to
boost the company's standing among a certain community. The
welfare fund Is used for envirommental, cultural and family
planaing projects. The ‘wducational Fund 1s utilised for
various educational projects such as the construction of
schools, teacher training projects ete.

Gemerally speaking, projects are approaéhed in a 'tyﬁical
wining fashion, for imstance vwhere projects are identified,
the planning and design is undertaken by head office persomnel
in a rather first world manner. The emphasis during the deéign
 and construction phases 1s generally on sPeéd. Issues such as
job creation and optimisation of broader social dévelopment

e e
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atelnet'éunsidered, On the other hand, hdwever, during.the"'.

identification of projmts, emphasis is placed en commimity :
participation. '

In summary, it can.be said that the trust can be considered as
the social conacience of a successful businass company._The.
trust can be regsrde& ‘as a charity fund rather - than a
development fund. The &pprnach is one of hand-outs rathar than

one of a long term invesument in humaﬁ development.
- 3;2.11_ -Pianac: |

Plauact is a team of. profesaional engineers, architects,
‘soclal sclentists and._planmgrs “who axa concerned with
alternative approaches toﬂ'd&veloﬁment.' Plesct is, amungst
othef projegts,_invdlved-;ﬂ_projects in the devglopiﬁg_urban
areas.'The'ﬁriﬁciplas beléw outline their approach in a Lauga_
upgrading project (Abbott and Swilling, 1986). '

Acéording to Planact their épproach differ from convential
planning tacties in a nuﬁber of different ways._Theyifirstly-'
aim to set in motion é process of physical- and social
imprqvement'in the area where they are undertaking a project.
They secondly believe that upgrading sﬁpul&-invqlve a. careful
phasing of aervice_improvement.-Thirdlf; projects are planned
to take place in a way which are in accordance with the needs
and desires of the community. Fourthly, great emphasis is
placed on community building and democratic decision—making
Stfuctures are actively engouraged to form, if they do not
aiready exist. Planact fifthly believes that economic bemefit
derived from investment im services must as far as possible be
retained in the community. - '

During an interview with a member of'Planact-(Abhatt. 13883,
it became apparent that this person places considerable
emphasis on copmunity development in the projects that he is
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invioved im. It must be stated however that he was at the time
mainly Iiuvolved in water supply _p):_'bject‘.s for t_he rural .a.r'eas:.
Mr Abott regarded projects merely as &_'meané- to an end, nmly'
an  dwprovement in the community's self-esteem and “self-
confldence, He is of the opiﬁion that t:ommunitiés cag in fact
make decislons for the benefit of the comunit:y at Iarga. What
was apparent however, is thet this process of iIntensive

_interact_ion_- with the _cqmmunit:y ig extremely time consuming..

For '.instance', it was mentioned that 4t has taken up to 12
months to negotiate the jnstallation of a single hand pump.

3._.2; 12 Werld Bank

The World Bank is general]y consldered the worl&'s leadtn ng

develppment :I.nsl:_itut_ion and is active in urban development :
projects warld wide. Although the Bapk is not réprasentéd in_'-
South Africa, it is nevertheless intevesting to take a brief -
look at those aspects that they regard as important for urban

development.

The sectiona that follow are not necessarily the official -

i:olicy of the World Bank, but rather £focus on ‘some ' urban
daVelopﬁan.-t conusderations and issues as expressed in The
Urban Edge, a publication of the Bank. This provides some
insight d4nto those aspects that the Bank regards as

“important.

During a conferepce on urban development in Washington D.C.
during December 1985 (The Urban Edge, February 1986), “le
World Rank President A.W. Clausen argued that the issue of
wanaging urban growth and ensuring productivity of the urban
economy should be recognilsed as a global issue thar. will be
exusial to our (the world's) economic future.
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At the same_cohfgrence.it_whs atatg6 that urban ﬁfifessipnals .
should be talking akout i:he process. of managing urban gi:awth -

and mot about the businels of managing somg projects. "We are
talking about relating .urban management to ‘economic
" development, about the process-""at a clty perfurms betuer.’

- Although urban projectz must continue, thelr focus must ba

" wider, The focus should not be on one or two projects, we want
the city to be addressed. This does not mean that projects
“ghould be given up entirely, but rather that projects should -
- be used as vehicles. Urbanisation is a process, and thelr is
no way one can deal with it exciusi?elfr'm a project basis,
put if ome uses the project a8 a vehicle, then ope can: address

the prncess questions.

Pinngheung’Loh, divector of the World Bank's water suﬁply and

urban dewlopment deparcment cons:{ders the 1ink between urban' h

- development .and national  econmomle davelopment as of prime
importance (The . Urban Edge, January 1987}, Loh a.rgues that 41t
-must be ‘shown - that each new invastme,nt has ‘greater henefits _
than eosts and is a better opt:ton than other possible uses: of.'
the same resources in any sector.” Such an approach requires
- new thinking about the comnactions between urban development: h
and national economic growth.

Loh  furthermore places - conriderable emphasis 'oi_i tha
strengthening of the institutions that are responsible for
municipal finance aund mansgement., He states that the.
efficiency and produutivity_of' an urban area depends, in part,'
on infrastructure and services that are -édequate, well
maintained, and reasonably priced. Investments must be mgdﬁ in
such areas as - ataff training, better handling of 'lpcél
finances and improved'oparations and mainténance. o

The Urban Edge - (Apr:li 1987) relterates the iinportance' of



municipal development in stating: "From thé pexspective of
World Bank staff, experience gained in the 1970's and 1980's

pointed to the need to look befon& apecific ﬁousing-sices toa .
city's ability to operate and aanage ‘lnvestments. The

management and financlal pdsition'af the municipality*becams
the central focus in the design of projecte. New attention was
directed toward the way municipalities handle expen&itures,

the ﬁay to day payments associated ‘with the ongaiug city _

operations

. The World Bauk is also coneeérned with all other aspects of the
 urban fabric and concerns themselves with ilsues such as

appropriate techﬁciogy and standards, _houﬁing_'stzétegiéﬂ,
waste management, training'and human resources, etc. In short,
the Bank approaches urban development from a ..»istic point of
view, o et

The Development Bank of Southers Africa has been wmodelled on

the World Bank and there is thus considerable similarity in
the approach of these two organisations to urban development
and urban development projécts. '

3.3 CONCLUSIONS

From the above brief analysis it 1s clear that the approach of
the various organisations involved in the urﬁaﬁ development
process, and im urban development projectaz is extremely
diverse., While some organisarions focus on specific aspects of
urban development, others approach wurban development in a
holistic manner.

In practice the diverse approaches of the varfous
organisations often lead to conflict. For instance, the
difference in interest rates charged by the NHC and the SAHT
sometimes means that peoplelin 1dentical houses on'obgosite
sides of a street, haﬁe bond repayments that . differ
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'suBStautially, while both repayments are directly, or

tndirectly subsidised by government, The same applies to the'
finanelng of bulk services, the DBSA, NHC, LALF and.
occassionally even the SAHT, are all - organisations that
finance bulk services. However, their interest rates as well
as their - approach to the same project will '_diffgr

.pubstantially. This leads to considerable confusion amongst

borrowers. Whereas an organisation such as the NHC would
generally consider technical matters as project ralated, and
at times political issuves, an organisation such as the LALF

. ‘pnly bqnsidérs_the credit worthiness of a local authority in’

. the evaluation of:aptlications for:financial asgistance, The

DBSA_wouid on the other hand take a holistic viewpéinh of the
application. ' o '

The World Bank's approach and focus on urban development is

'interesting; and contains valuable lessous for South Africa.:

It is interesting to note that their current approgch places
congiderable emphasis on the economic productivity of urban
areas and on the improvement 1'. urban managerial and financial

‘watters. In this context theilr approach is to regard projects

as vehZcles for development rather than for the sake of the
projects alone. '

- Civil engineers must take cognisance of the di%erse approaches

and objectives that different clients may have, This aspect
will become even more impartanf in future as non-traditional
e¢lient organisations such as civic organisations and foreign
ald organisations start nlaying a bigger and more important
role in urban development. '

The next two chapters contain case studies highlighting
problems sctually encountered by development organisations In
the implementation of projects. Chapter 4 contains a case



study in w‘nibh the Urban .Fnund,étion__ and the DBSA had been -
involved., The JJBSJ_‘; was &lso the funding organisation for the
case study in chapter 5. . . '
)
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CHAPRTER &
THE DEVELOPMENT OF MANGAUNG -
4.1  INTRODUCTION - o S | G

This chapter contains 'a . case study tregarding an urban _ :
development project in the Ocange Free State, 1n which- the L g
author was ...'l.nvnlved' from Octcber 1987 up to July 1990 as -
project leader and".consultant to t‘hs_.'. DBSA. It concems the

developpent of Mangaung, the black residential area adjacent

- to Bioeﬁfontein’. ’

4.2 BhuGRODND

The--municipa1. area of Mangaung] abuts the south-eastern
boun&ar& of Bloemfo:_ateiu menicipaliry. In coﬁt_rsst_---i:o most
black townships d1uv South .Africa that are situated a
considerable distance'awéy'from the CBD of neighbouring white
towns, t:l_ie. northern end of Mangawng I1s located “close to
Bloemfontein CBD, Mangaung thus forms an iantegral part of the
Bloemfontein urban complex.' Mangaung's sizable population is _
_'largeiy dependent on the economy of Bloemfontein for ' ;
employment. opportunities and Mangaung can thus be looked upon
as a dormitory town (Botha, 1987).

Mangaung has beett in existence since 1861 and is the largest
and closest resfdential area for black people who work din
Bloemfontein and vicinity. Botshabelp 1s located apprbximatély :

50 kilometers to the east of Bloemfontein, However, many
people employod in Bloemfontein bhave had to move to Botshabelo :
due to the shortage of housing in Mangaung. During 1988 it was .
‘estimated that there was an immediate effective demand .(peopl'e - ' _ ,
earning more than R250 per momth) in Manmgaung For 12 Q00 :
resldential units and that .the projected demand up to the year

103/0001,1
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"_2000 was 16. 40{3 units, In addit:toﬁ, there wag a damand for

shelter from those earning leés than R250 per month who would

‘pot be able to -ovn & dwelling of th_eir own _ (Urban-Econ, 1988) .

| Mangaung had & population of approximately 130 000. (1988 .

figuré's) which was expei;i:ed to rise to 18C 000 by the year '

2000. The population was accommodated in 16 700 houses while 2 i
further 3 300 dwellings were developed dur:lng 1989. Once

completed, the existing. municipal area would be fully built
up. Mapgaung was surrounded by areas -earmarked - for other

© development and could tharefore nnly expand to the south
 (Botha. 1987)4_ o

_Mangaung gained i‘ndependant‘. munici‘p\al status on 1 January 1984

in terms of the provisions of the Pliack Local Authorities Aet,
Yo 102 of' 1982, Shortly thareafter the City Council decided to
take out options on- the two. abut_ting farme Turflaagte and

' L:Lég’e Valley (786 ha in ei:tent) “which ‘constituted the only

land & vailabla for future devalopment. . The Count::tl h

‘contemplated extending thedr municipal area and devaloping the

two farms on thelr own. However; due to a lack of finance, the .

- Couneil could mot exercise its optlons and the qp_tio:;s lapsed,

To the great dismay of the Mangaung City '-cdun_cil, Blomanda o
Houging Company then purchased :the two - farms. Blomanda, &
subsidiary company of the Urban Foundation, was situated in
Bloemfm_atein froni where it "s'erved the 'Dtange Free Stai_:e {refer
to paragraph 3.2.8 for more information on their background
aud objectives). . . |

103/0001 .1
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4,3  THE ORIGINAL APPROACH TO THE DEVELOPMENT

B nuring October 1987 Blomanda ap#:oached the Development Bank

of Soutbern Aftiﬁa for financial assistance for the comstruct-

fon of bulk services to the new aress. The author, acting as . .

project leader op behialf of the DBSA, became involved in the
project at that sthge_and Wés agaociated with the_projéct
wntil July 1990, ' ' ' s

During 1987 - Biomanda .appointed an -experienced team of
consuitants for the project. Two firms of town plauners were

appointed, the one 'a lpcal company while the other & firm

based in Cape Town. The latter firm had also been town planner-.

for tha‘Kayalitsha development, which was considereﬂ to be a
model ﬁpr low cost residential development. The ‘Bloemfontein
firm waa represented by a professor from the local university.

In addition to town. plannera, elvil and - electrical engineérs :

. were appointed.

By Juge 1987 a structure pian for the development of the area
had already been drafted (Botha, 1987). A structure plan'is'a
framefyork within which detall planning can be carried out. The

strudtute plan under consideration dealt with physical

attributes of the site sﬁch.;as- climate, geology, soil
conditions, topography, hydrology, - and vegetation, The
avallability of ©bulk engineering services was also

'comptehensively addressed and so were legal asPects such as

ownership, servitudes - and  mineral - righta. The plan alsgo
contained an Investigatiom into demographic tendencies, while

economic criteris were also touched om, The plgﬁning'dbcument :

culminated in recommendations on stand sizes, land use,
affordability levels, phasing and engineering standards such
ag rdad widths. The structure pler was subsequently

supplemgnted by ~ further detalled invastigatibns into

alternatives for the supply of services.

103/0001.1
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- By the first half qfﬂléBB; rlanning:hgd prbgrasSE& to- thé

poiat where the town plamning and basic engineering design for
the first Iour phases of the envisaged vesidential develop~

- ment, had been completed. Comslderable effort had been devoted

to the finer det&ils'of:the township layout. For instance, new

- concepts ﬁere,dgvised for cutting down on the size o£7land

. were ﬂevieed as a method of stimulating the informal sector. A

reqﬁlred_for schools. Prﬂposals_far combining homes and shops
in double storey bulldings where persons could live on the

first fleor and conduct their businesses from the ground floor -

furthér example of good planning was neighbourhood units where

people would be ‘able to utilise gtreets for social intaraction. _
without the interfetence of through traffic, except emergency:

vehicles.

All 4n all, the toun planning and -engineering aspecta were-:
-excellently address?d and - congiderable: ‘attention was davgted'r

to detail. TEChnical planning meetings were held on 4 morthly

- basis. The objective was to go out bo tender during October

1988 for the constructicn of - services for the firat two'

residential areas. o

In addition, Blomanda had planned-for'thg management of the
project and issues Such as the organisation for the design and

construction of houses and project related cash £low plaﬁniug.
had been completed. They bhad also conducted further feasibil-
ity and affordability studies. Generally they were happy that_

there was a huge demand for accommodation and that the. project

‘was feasible.

The srea was declared a éectiun 33 area during March 1988, .
which 'meant that the area was - Tiow legally earmarked for.=

township development for blacka.

103/0001.1
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'One problem arose however; the Mangsung City Cuuncil_rafhsed :

6

to héve_anything to do with the.development, as they could not
accept that Blomanda should b the developers of land which
they claimed to have the right to. develop. The Council

‘therefore refused incorporation into their municipal area and

refuged to supply bulk services to the area., A deadlock
resulted and all commumication with the Couneil broke dowm.

Blomwanda then approached the OFS Provineial Administration

with the request that permiésion be gramted to develop the

- ares as & vew town under a'separateflocal autherity and that

an administrator be appointed to undertake the management of

the area, This request was conceded to and when such a person
was Iaﬁpéinﬁéﬁ._ﬂuxing- the latter half of 1988, "everybody
concerned was'pptimistic that ali'outatanding igsues had been
resclved and tﬁht development would be able to proceed without

any further wajor problems. It was decided to call the mew
local auwthority Meriting. A letterhead with this name _WBB.

designed and printed.

During an appraisal of the development pfoject'by_the.authot
it became apparent that the following critical issues had,

inter alis, been overlooked:

- The sacio-economic development of the town and its
pecples and sgpecifically ways and means by which
physical development projects could be used to enhance
and aupport-soaio*econamic.development. S

- The extent of the organisation required for'performing

' local authority Ffunctions was completely wunderes-
timated.

- The legal requirements for establishing a.'local

autharity'qndar the above conditious; were complicated

103/0001.1

o

e 2 . T T e




-

g9

 and involved wmuch more tham what was originally

anticipated. The fact that the local authority_would be

calmost totally privatised further complicated the

matter.

 The finaneial_implicatidns of establishing a new local
guthdrity-weré-fa:wreaching and had not been adequately '
considerad. For instance, the legal responsibility for

the téking up and guaranteeing of loans for bulk serv-

ices, were issues for vhich no immediate solution could

be Ffound. Representation by the new local authority onm
the Regiomal Services Counecil and -tﬁe. obtaining of

. funds from this source could; du2 to legalities, wvot be

resgolvead.

‘The ‘implications of a negative cash flow and the
responaibility for. providing [bridging; finance duriﬂg

'_ Lor.

The future relaticnship with the wueighbouring

- authexrity was mnot  considered; meither . were the

implications of having two local authorities adjacent
to each other, with the one bhaving much higher rates
and tariffs than the other. '

When the Provinecial authorities realised what the implications

of a new local authority were, they chaunged direction. When

Biomanda submitted thelr township application for the f£irst

residential area, the authorities stipulated, as part of the
conditions of establishment, that an agreement had to be

reached with the Mangaung Council regarding incorporation into

their'municipal area, This once again crested a deadlock.

103/0001.1
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- Luckily for '3loman&a; ﬁctober 1988 saw the election of a
completely new Commeil who were mors positively inclimed to

' eo-operation and to the_iﬂcorporation of Meriting into their
area of jurisdiction. ; N

4.4  THE REVISED APPROACH TO THE DEVELOPMENT.

-1t was then agreed (October_1989}_tﬁatlﬁangauﬁg and Mbtiﬁing .

should in fact be one eptity and the use of the latter name

was dropped. A ste&ring commitfee was formed to co—Ordiﬁaté'"

the further planming. In order to involve the Council in the ,
' planning. it was decided that the town clerk should chair the S .'ﬁ
' meeting and  the Council was requested to send two ’

ieprgéentativga.to all_steéring_commi;;eé meetings. |

In addition to technical matters, the approach theﬁ'fnlloweé"'
‘was to plam for the overall balanced development nfthﬁgaﬁng'
and Mnriting as a single compléx. Urban managerilal matters,
with specific referenca to. ‘the impact of the extensions on the
. managerial capacity of the Council were considered, The impact

of the.envisagg@ development on Mangaung's financial position -

was also assegsed. These aspects are discussed below.

4,4,1 Planming for Balanced Utban Development

In addition to the planning for the physical extensions to
Mhngaung; the need for long term socio-economic plﬁnning had
been identified. This was npecessary in order to emsure the
‘creation of a balanced urban . enviropment. In _order .to
facilitate this; iﬁ ﬁaa decided to undertake the compiiatipn
of an urban dévalopment plan .(refer to .:hapter”'ﬁ for a’
‘detailed discussion). This iﬁvolvéd.an'ovefall'assessment of
the soclo-economic and physical conditions in Mangaung, the

103/0001.1

e iy e e s 4 emn 2 i D 1 i et e g o e e £ o s




7%

identification of the weaknesses and opportunities for '
development, and the drafting of a strategy for the long term |
‘economic development of Mapgaung. It also included the

uodertaking of additional piﬁjects that had nof: as yet been
identified. Such  projects could either be projects £for
physical-dgvalopﬁent such as the upgrading of the olé'areas in
Mangaung, ©r ~prolects related - te the socio-economic
develapment of inpgﬁung sﬁch as a support programme for the
ihfo:mgl sector and an investigation into the implidations of

_Mangaung's ecomomic dependance on Bloemfontein. -Corsideration
was given to the full spectrum of urban services and
facilities that should'cnmpriée an urban enviromment. This:

approach was applied to both the old areas of Mangaung, as
well as in the new &evelopmeﬁts. Without such a plan, the
pOSsibility existed that certain facilities and services would

be over-provided and others under-provided, the result beiﬁg

an uobalanced urban environmunt;

At the time of writing, the overall assessment of Mangaung had

not bagun and can thug not be Ffurther commented upon, The
approach was, however, similar to the concept of the urban
development plan deseribed inm ¢ pter 6. '

4.4.2 TUrban Managerial and Financisl Planming

It was soon realiéed that exfeusiﬁns ﬁo Mapgaung, of the
magnitude contemplated, had significant Implications for the
management of the city as well as for the eity's financial
pesition and cash flow. Consultants ﬁere'theréfore invited to
submlt proposals for an ausessment of the following:

- the existing managerial situation

- the required managerial changes to accommodate the mnew

expansions

- 103/0001.:
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- '_ the existing f#naﬁcial'posiuion and tarifflstruc;qres 

- the impact of the new developments ou the financial
positian'of the Council and projections of the future
- expected impact.

The major conclusions fuom this invesﬁigation were (Zybrands,
1989) 1 | |

% : there was very little depth of experience in the
| ' Council.:nue to the'exigencies of the work, the top
m&nageﬁgnt st__mc_turé found very little tiina- to develop
the'pbteutial.of the junior staff. |

- the departmental heads were 80 busy coping with
'_functional work that they had little time to inatitute
proper cuntrol procedures _

- the cuuncil was not in a healthy financial pogition and

' was, according to the external auditors, technically

- insolvent as iérdepenﬂed'on bridging finance from the
Provineial Administration to make up its defici:':'

- the outstanding debtors - account was constantly
inereasing and amounted to R3,8 million at the end of
the 1988 financial year

- . the Council was caught in a web of financilal restraints
which would be extremely difficult, if not impossible,
to eacape from. The ancumulating interest redemption
burden wag going to have a profound effect on futura
budgets

- there was very little evidence of amy sound financial
nanagenent information system

103/0001.1
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- services were generally rendered below cost. For

ingtance, electricity was sold at 5,5c¢ per kiwh whereas
a realistic tariff for'Hangaung had been calculated at
10,5¢ pex kWh. The same applied to water where the
cortesponding tariffs were Slc and 75e¢. ' .

From the sbove, it wae evident that Mangaung Town Councll was

wot in a position to maﬁaga tha'city effectively, even at that

early state of development. Without a significant increase to

its managerial capaeity, tﬁey would not nearly be in a

position to undertake the management and maintenance of the
planned extensions. Mangaung also did not have the menagerdal

capacity for=uﬁdertaking_manageﬁant functions for the planmed
projects. ~In the event of any one of thelr key personnel'

leaving, the situation would deteriorate rapidly.

Any increase in the quantity Df'services to be renderad by'the

- Couneill would result in a worseniﬁg of _théif financial

position. The planned extemsioms therefore had serious

- repercussions for the long term financial position of the

Council, Without a significent upward adjustment in rates and
tariffs the bridging finance provided by the Provineal
Administration would have had to be increased considerably.
Without a significant improvement in its financial positien,
the Couneil was also wunlikely to attvact loans from the
private sector, '

At the time of writing alternative strategies for addressing
the above problems were being considered, Wo clear-cut
solutions existed. However, 1t was pevident that the planned
extensiohs could not be undertaken without due comsideration
to an Improvement in both the ménagerial capacity end the
finapcial position of the Council. |

The ideal would have been to address these aspects prior tu
continuing with physical development projects. However due to
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'the presaure of urbanisation, these iSBuES would have to be
addregsed in. parallel With the plauning and- cowstruction of N
the new residential areas. - _ : : : __-' S o,

4.5  CONCLUSIONS

The - following conclusions can be readheﬂ from this case |
scudy;_ ’ . . S
- -prbjec: managers involved in the management of urban
_ .'deﬁelopment :projecta 'in3.Séuth_ Africs;H and whn"areﬂ
cOncsfned with tﬁe.OVefall long. term suécesé'bf their:' .
projects, cnnnot limit their involvement Lo technival
tawn planning and engineering agpetts alone

~ - what we are concerne&'~wath' in urban development -
projgcts--sucﬁ as these, %s the creation of cities.jl.
‘Cities are ‘complex entitles and ‘planning for - their
~ development require a holistic and balanced approach to'
all’ elements of the uxban fabrie

- such a development planning process requires the input : g
' from several disciplines,. and it is thus up to the team - | k
.1eader (or project manager) to ca—ordinata and direct
members of the team. As this represents a new approach
to urban ‘development plapming, no  disedpline is
- spacifically quaiified for this role : -

- eugineers'must.také account of ﬁulitical'factors,'and |
-must econsider the political feasitility of thelr
projects. It must be expected that projects will be o 3 w
drawn into the political arena, even though 1denéical o ‘
projects would previously have been regarded as a |
purely technical matter | ' o |
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_community partidipation forms an integral and most
importang part of wurban development projects, The
~ wishes and espirations of the people must be taken into

consider&tion and must form s integral part of the . '_

planning process

inf aﬁdition to 'sociq-ecbnamichpolitiCal agpectuy the
engineer also has to' attend to Jlocal authority
managerial and financial- matters, The  adverse: impact
of large development pro;ac:s on the financial and -

-managerial position of a  loeal _authority could be

significant. Project uanagers nead to take due
cognisance of this aspact ' o

"~ the capacii:’y of black local authorities to manége their
“own affaire and to take . meaningful decisions re'-garding o

the implemantation of developmant projects iz nften

'aevarely limited., -  This has . serdous  adverse

implications for the successful implementation of i

_development projects

technical aspects are generally well addressed ﬁy the
various pfofessionalu disciplines. =~ Tm = coustrast,
however, the other elements of urban development
raquire special emphasis as these aspects are often
overlooked or mnot addressed in sufficient degail.
Projects are in fact often jeopardised by. thnse-véry
issues that were traditionally considered to be on the

_periphery of development and outside the scdpe of the

engineer. Taking intoe account the current high level
of technical expertise in ocur country, there is a much -
higher rdsk of money being squandered through the wrong
afproach-than through technological er:br
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- &ﬁe to the_diversity.and éumpléxity'of the issues to ba
_considered  in a project. of this mature, it is =
imperative -that dpeelal effort'should be invested into

the initial plaﬁning'stages of such projects

- because of - the - nature and the extent of the issues,

-the planning process in a developing urban environment

igvariably takes '_cqnsiderably longer than in  a

- developed environment

The zbove iséues_ can be'.brbadly gfauped into development
‘planning  matters,  urban  mamagerial  and financial'
,nonsiderations and technical 7 project related aspects. Under_i

these headings chapters 6 to J explore the p:mblems_ideutifie&

in this case atudy and the . case study in the next chapter, in -
mare detail, and where pnasible suggest practical appruaches--'

;far uvercoming snch 1saues.
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CHAPTER 3"
THE DEVELOPMENT OF THABONG

5.1 INTRODUCTION

This chapter: containé a case study on the development of:

Thabong, the black urban area'adjacent to Wélkqﬁ. The author
" was {nvolved in this project from October 1987 up to the end
of 1989 as projeﬁt leader and consultant to the DBSA.

5.2 BACKGROUND

Thabong is situéted adjacent to Wblkom in the heart of the
Orange Free State goldfields. The area is dominated by the
gold mining industry which is by far the largest employer in
the area. Anglo American Cnrporatiou (Aﬁﬂ) owns most of the

' goldmines in the region and this company in fact established

Thabong many yesrs ago when . the first mine was opened in the

area. The other major miﬁing company In the fegibn_is Gencor

gad a large numbef-of_their-émployees élso reside in Thabong.

Thabong hés seen a coosiderable influx -of paopie_since the
gholition of influx control. In’Dédeﬁber’lQ&& the popuiation
of Thebong was estimated at 45 000 people, In Jume 1987 this
figure escalate& to 70 000 and the latest estimate (July 1989)
is 110 000. Projections indicate that a population of 200 000
can be expected by the year 2000, This high growth in
population ¢an mainly be attributed to the large nuwber of
wining employees (100 000 for the Anglo group alone) who were

accommodated in single-sex hostels on the mines in the region.

With the serapping of influx control nany of theae peuple
brought their families to Iive in Thabong, although ® great
number still choose to live in the hoatels.
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0ld Thabong consists of 5722 main dwellings and together with

the new extensiona the number of formal houses amounted to

approximately 7000 during June 198? The munic:tpal area at
that stage covered an area of 917 ‘hectares. .

Anglo had realised at a very early stage that it was
imperative for the continued productivity of the mining

industry that the housing situation should be normalised. .
' Therefore, immediately following the acceptance of a positive

urbanisation policy by the Govermment in June 1986, AAC
scrapped their pelicy of hous.{ng' employess in hostels and
ﬁdbpted a mew policy which was based om the p:inciple that
employees should be given the opportﬁnity to exercise housing

choices consistent wirh their personal desires and financial

ability. A puitable home ownership scheme, with subsidised
interest rates, was developed and by June 1987 AAC was ready

to contribute to the Government's positive urbanisation

strategy. Gencor adopted a similar policy soon afterwards.

With Anglo 8 proactive involuemant. Thabong Town Council were
convinced that they should purchage five farms with a total
area of 1828_hectares jmmediately to the east of old Thabong.
Tn addition, Blomanda. Housing Company also purchased 394

“hectares which 'brought the extentions to fThabong to 2222

hectares, an increase of almest 2,5 times the original area.
AAC provided bridging finance to the Town Council to purchase
these properties for an amount of R5,1 millien. .

5.3  THE STATUS DURING NOVEMBER 1987

The author, acting as project leadexr for the bevelopment Bank
of Southern Africa, became involved in tlie project at the

begiuning of October 1987 when the Town Council 'aﬁproachéd the

Bank for finance for the comatruction of bulk civil and

electrical engineering services to the new areas.
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At that stege a local firm of town planners had already
- completed the 'drafting .af a  structure plan for ths wﬁ&le :
develoyment. The township layOuts_for'thé first residéptial
_a&éas to be de@eloped, Had_alsn been completed (but not yet
gpproved) and an application to declara.the whole Areé_aa a
_development area (the so-called section 33 approval) had been
submitted. ' ' - o '

As'the'capacity of tha existing electricitf supplf to Thabong '
wag considered to be overloaded with apprusimately 2000
éonaumefa;_fénders for the'constfuction'of s new 6,1 kilometer

132 xV overhead line, a substation and two 20 MVA 132/11KV
transformers, had already been ubfhined. Calculated at an
average demand of 2,5 kVA per stand, this supply was intended
to serve 6000 copsumers in the new area. |

PrEIiminary:designs'for the bulk and coﬁhﬁctor civil éngineerf
ihg gervices ro serve a subStan#iﬁl portion-of'the_neﬁ'area,
had also been completed. The spplication to the DBSA thus
included for the financing of the following bulk and comnector

services:
electrical'ser?ices R 3,3 million -
roads - R 7,5 million
stormwater canals_aﬂd welrs R 1,1 million
water maing R 1,6 million
sewer outfall - : R 1,5 willion
Estimated total cost R15,0 million

These services ha& been planned'as a first phase to serve the
areas that were programmed for development up to the end of
1989, ' - ' o

A development committee to gulde planning for the_developmént
had been established under the chairmanship of a local
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di” sctor of AAC. A1l dinterested bodies such as the OFS
. Provincisl Administratian,ﬁjSouth' Af:icéu Housing Trust,
Thabong Town Council, Gencor, .Departme_ntﬁ of Health_ and
Eﬁucation and others, were represented on the . committee.

Meetings were held monthly.

~ AAC had, on behalf of the Town Council, approached the South
African'ﬂbusing Trust and a numbsr of private developers who
had yledger‘l ‘their support for the development. '

In addition to the loan for bulk and _conﬁei:tor_ .'sarvices,'
Thabong Town Council also applied to the Development Bank for
loans for the vupgrading of existing Thabong, as well as for
the eaté;blishmeﬁt of a central shdp_ping -#nd business centre. |

A1l in all, it appeared as if Thabong was set on a course for
rapid development and DBSA thus approved a loan for R 15
milli-on during November 1387. However, due to. a&ministtative
difficulties » the loan was only. signed during Juiy__ 1988,

5.4  ENSUING PROBLEMS

What follows are some of the most important problems exper—
ienced by Thabong during the course of 1988 and during the -
first half of 1989. The issues have Eeen grouped under ‘the
headings of manggériai matters; financial matters, technical -
and project related Jssues and the mneed for long tern
planning, ' '

5,4.1 lecal Authority Hanagafial Matters

Soon after the signing of the loan agreement, the first
payment certificates for the 'iixst:allatioﬁ of electricity
services were processed, It imﬁédiately betame evident: that
'Th_ahung'had serious difficulties in complying with the simple -
adwinistrative procedures laid down by the agreement. Althor.i_gh

103/0001.1



81

Thabong bad a qualified tom'_tfeasure: in their employ (albeit
part time), simple administrative accounting ptncéﬁuteé for
kenpleg track of loan funds paid out againmst the different _
vdt:es_ of the Ioan agreement,. were not being adherad to. In

additién, DBSA's ‘standard loan drawdown form (a' ocue page

' dc:cument attached to payment certificates compiled by the

consultani:s) a was seidom f:llled out. correctly. After three

months of'unsuccessfully trying to coach Thabong_s officlals

 into following normal but simple accounting procedures, DBSA'S

project accountants suspended the loan, It was not until &

local firm of edvil euéineering"consultants were requested to
take over this function, that disbursements were continued.

" ‘During the first '_h'alf of 1988 two of Thaboug's .'deparfmental
managers resigned, The first to leave was the town engineer.

He was succeeded by .the ¢town electrical ‘engineer (o
technician) on a temporary appointment. Next to leave was the

town” treasurer who ‘was 'repléiced'._ by -a retired, ex Welkom

treasurer on a part-time basis.

The elections of Octéber 1988 saw the election of a coﬁpletely
new council, except for one rém'aining councillor who was
re~elected. One of the very first actions that the council
 took was ‘to remove_.' the ' town clexk from his positiom. . This
person, who was the very first black in South .Africa to be
- appolnted as town clerk, was accused of mal—-adminis’tration and
corruption. He fought his case to the sﬁprema court, was found
not guilty but was told by the Council to leave for the second
time, on the very same day that he was rednstated in his post.

The town secretaty was appbintad as aéting towmn clérk' totrards

the end of 1988, Howe.ver, the work pressure became too much '

for him #nd he resigned during Harch 1989, He was succe.e&ed by
the acting town enpginear who then. held both positiomns.
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By this time the OFS Provincial Administration was trying to

assist Thabong with the daily adminiatrative functions; but

'dug toc a lack of staff they we::e_ oniy paftl}f guccessful.

Buring' April 1988 a nrotal of 60 posts, imcluding the senior
posts mentioned ahove,  wers . advertised. However, the

qualifications and experience of the applicants were so low

thee no senior appointments were made.

The nett result of all this was a significaut ovarall
deterioration im the managerial and administrative ¢~ ,:Lty of
the .cou:_lcil. In the above enviromment there was little time or
capacity for anything but the ‘most urgent and important:
matters. Proper plannlng was almost impossible -as little
feedback or fnput. could be obtained from the officials. The

' long--terﬁa asffect on aspects such as operation and. maintenance

of services, were serious. All in all it became evident that a
continuation with phyéical development without a substantial
increase in the managerial capacity of the local authority,
vould be of 1ittle long term banefit. '

The development commiftee established by Anglo' served as a
- forum for gulding the development and for providing directiom

to the consultants involved with the plaoning. The structure
of the committes coﬁl‘d however, hardly be described as ome
that faeilitated community participation. Decision making was
entirely of a top-down nature, except for occasional inputs
that were made by the town clerk and the mayor. The .question
of how to obtain effective community p#rtiéipation in an urban
environment where huge expansion pr_:oj'ecta have to be
undertakén, was unresolved wntil April 1988 when the comcept

of working groups wes dustituted on a Erisl basis. This

concept involved councillors in the decision making process

but -direct representation by the community ‘was still not

-achievéd. The working group concept ia deseribed in more

detail in chapter 7.
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5.4.2 Local Authority Fipancial Matters

The above deterioration in the.naﬁageriél and administrative

capacity-of the counclil had sericus implications for thedr

financial position. For instance, accounts were not rendered

on a regul&r.baéis. Large.employers such as Anglo, who pald

most of fheir employees' accounts, complaimed bitterly that

.theﬁ wished.tp pay - their 20COUntS 4 but were uunable to do so
" becauge théy'did.not;teheivé-accoﬁnts'regularly; and when ?héy]
.gid, ac¢qunts~we£e_thén'incbrrect. Angla’é_arrears.alpne_gt-
" ope stage ram into willions. ' |

Because of the low level of finhncial manégemenf, the rates
- and taxes charged by.the'CQunciI were well below cost whidh
implied & continnous deterioration in the Council’s overall
financisl position (refer to figure 3). At the same time the
davalopmenh wasg contiuniug, which impifed that the financial_
' impact of the development on the Council's éiready cxitidal
 finanefal position was increasing rapidly. Repayments for. a
.ﬁnmber of loans, such as the lean to the ﬁﬁSA; were 1Séhédaied
to commence shortly. Without adequate income froﬁ rates and
Tazes, the Council's financial poaitibn would then deterjorate

even further, .

The Naiionai Hﬁusing Commission held a local authority
responsible for the administration of subsidised loas that
“h#d been granted to individual home owners in the low income
groups {refer to paragraph 3,2.5). Loeal authorities were
responsible for establishing, on a yearly basis, the income of
the individual home ovmere and dutermining ﬁhat'the_individual
subzidies and rapayments.should be. They were alsﬁ responsible
for collecting the monthly payments from the home owners and
in turn for transferring these funds to the Commission on a
six monthly basis.. This was generally a complicated and

iovolved procedure. In Thabong®s case the ¥HC undertook the
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cionstru'ction oi‘ appx;oximat:ely 750'10w cost hoﬁses and, 8t the
time of writmg the first new owners had already taken -
o._cupation, but Thabong had, &espite numerous efforts by
" oitgiders, fot gven identified an individual fnr uudertaking.
the adminintrative task outlined above, As one _can-underst:and_
this led to further financial loss to the council.

5.4.3 Techn:lchl éﬁd Praject Related Matters

The issue that scood'_out most in this b.ai:egory'is that of

very slow progress with the construction of houses, egpecially

taking into account the wuature of Anglo*s_ pro~active
_ fovolvement with the develt:pmenﬁ, and their  continuous
lobbying both in the private sector, as well as in the public |
sector, even up to minister:i.al level. A comparisnn hatween
planned and actual progress is depicted in figure 4. '

Both private sector dev'alopers, as well as public and.

' éemi—pnbiic 's_eétor participants such as the National Housing.
Go_lnm-ission. ‘and  the 8A Housing_ Ti‘usi;_ progresaed much slower
than expected, Private sector companies would, for Instance s
promise the woxld when trying to obtain land for development,
but once the contract has ‘been signed, progress 'Would_ be.
conéiderably slower than what was agreéed upon. The 5A Housing
Trust had promised their active support for the project .as
eari'y as June 1987. However, by Aupust 1989 they bad not
progressed any further than the construction of a nuﬁbe’: pf
show houses. This apparent lack of commitment could not be
attributed to any single reason, but was due to a ‘number of
conitributing factors that fall outside the scopa of - this
investigation.

It also became avi&ent that Phe pri\rate sector only add‘ressed .
the top end of the hous:lng market, ie a‘bnve R30 000 (the top -
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_15% in the case of Thabong), while the SAHT and the NHC were

the only two organisations inovolved in the provision of
housing for the Tow income - groups. This was a further factor
prohibiting davelupment. :

The sbove: situation could ﬁainly; be attributed to 2 lack of
building gociety finance for housing below R 30 000. Even at
this'_levei”bonds were difffcult to obtain and the societies

‘appeared to be limiting their exposure to the hlack hqusing'
‘market in pgeneral, although they would never admit this

pﬁblicly .

The regult of this slower than planned prog:&ess with towﬁship
development and housing construction, was that the bulk and
connector ser\tices projects which were undert:aken by the

 councll to open ‘up the nev areas for the private sector, were

not optimally phased. In genmeral, the increase in capacity
that was provided inm the first phases of the bulk services
projects; was too large. This effect was that too nuch

- capacity was idle for toc long.- .This once again had serious

financial implications for the. Councdl.

It was evident from the outset that a need existed for the
provigion of silte and aérvic—e' projécta for the lcar inéome
groups as a large "perce.nta'ge of the population fell into an
affordability group that put formal housing béyond thedr
reach. However, no subsidies for such a project were availahle
and the Regional Services Council for the goldfields area had
at the time of writing not commenced with its work, The
structuring of such a project with loan funds was atiiempted.
However, ag there were B8O aﬁah}v ‘other urgent prcbiems to attend
to and as the consultants involved had no 'éxperience. with the
structuring of such pr:ojects, this never got off the zround.
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Similarly, it was evident that there was a wueed for the
upgrading. of the old areas of Thabong. This project would also
have had to be _finance'd' with losn fundg and as issues sich as

‘cost recovery and willingness to pay could not be resolved,

coupled with the lack in capacity to adequately prepare the

 project, this project was alsc never realised.

Agreements between the Coﬁncil and private 'develop_er's that

allowed the Iatter to undertake townshlp development, were

drawn up by the developers' attormeys, approved by Thabong
Towr  Council and fipally approved by the Provinelal -
Authorities. In  the author's experience in Thabong these
é,greements were drafted from a legal perspective in ofder to.
comply with the law, and did not necessarily take project
specific risks 1Into account. The end result was that the
agresment exposed the council to risks that were outside their
control. For dInstance, the council was, in terms of the
agreements, reéponsible for the Installation of bulk services
to a developer's area. This:_invblved a capital outlay which in
turn led to financial losses by the couneil if te develop-
went, subsiequent oceupation of houses and 'concomitanf Income
fror tates apd taxes were not realised when programmed. The
agreements between developers amd the council did not make
provision for such risks and in the case of Thabong, this cost
rhe counefl substantial sums of money,

In addition, Councillors, especially the mayor, would enter
into agreements with township and shopping complex developers
on an ad boc basis and without proper consultation with either
officials or consultants. For instance, during 1988 Thabong's
mwayor entered iuto an agreement with a developer for the
copstruction of a huge central business development, No proper
investigations wers, however, undertaken beforehand as to the
availability of bulk services or the financial implications to
the council of this envisaped dé.‘valopmen:t:. The development
agreement, as drafted by the devaloper was strucfured to
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provide this particular orgamisation with an open—ended |
pre-emptive right'to the development of a CBD. In-additioﬁ'ali

shopping centre devulopments within a radius of f£ive

kilumgters-from the CBD site were prohibited. Soon thereafter

the mayor entered into a second agréement with anotﬁer_

developer for the development of &’regibnal-sﬁdpping centre
which was situated'only 2,5 kilometers from the fitst. .

' In the plaoning for the extensions ta Thabong, & mumber of.
school sites were earmarked for development by the Department

of Education and Traihing. It soon became evident however that
thigs department did not have neariy. enough resources for
meeting the backlog snd future demands brought sbout by the
rapld iIncrease in.popﬁlation growth. NEgotiatioﬁs were held

at ministerial level, but to this day no new schools have been

constructed in Thaboug.

‘Mo other socidl 1nfrastructure; such as creches and recreation

facilitiés had up to that-stage been providéd for the new

areas‘: Thabung was _howeVer fortunate in that Anglo had,

through dts chairman's fund, made funds avallable for the
provision of clinics and ambulances, thereby ensuring that
health facilities were adequately provided for,

As the development of the new areas progreseed, a pumber of

additional problems came to light, from which it was evident
that the projéct as a whole had not been adequately prepared.
Examples are the issues. of . cost recovery and the financial
structuring'df the projects. For instance, the original Loan
to the Development Bank contéined an amount of R 1,5 million
for the construction of sewerage facilities. This amount was
later revisc' to R 4,5 million beceuse of two #easans.
Firatly, the._conSultanﬁs made an estimatihg error and
secondly, developefs'found it unaéceptahle to recover part of
the bulk services costs through the selling priba .of the
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hbuﬁes. The - whole -question of <ost 'reeovery: of tke
iﬁfrastructura, ie through 7 -es and taxes, or through the

selling price of the. particular aervice, or through up—front
‘payments, shonld have been investigated inrdepth beforehand -

and sheuld 2lso have formed part of the overall structuring of
the bulk and commector services projacts. :

Othei._ahpects that 1atef proved to have Dbeen inadequately

prepared were the question of privatisation of certain of the

gervices (such as the yravisiaﬂ of electricity), the qﬁaétioﬁ
of maintenance. aﬁd the . impact of the mew extenaibns on the
maintenance require ents of the councll, which should all have
been addresaed at an early stage.

5.4.4 A need for Long Term Planningz

Until thg'_pecent change in the Government's urbanisation.
policy, Thabong had been regarded as a dormitory town and
until 1986 all development was undertaken with this as

' departure point. What we were subsaquently concerned with, was

the develupment of a balanced town that shculd provide in ajl
the requirements of the inhabltants.

.Thraughout the author's involvement with the development of

Thabong, it was'évident that this historic role of the black
urban afeas. coupléd to the smphasis on physical development
and the Immediate need - for large scale housing projects,
created the danger that Thabong could continue on the road of
developing into an ‘unbalanced entity. For dinpstance, the
fiﬁancial difficulties experienced by Thabong were largely due
to the lack of an economic base, which ﬁas, inter alia, in
turn a symptom of upbalauced urban development. On the other

" hand, the broadening of the town‘s-economib.hase_wﬁs‘not a

simple issue. It was not something that could be implemented
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against econemic forces but required careful plénﬁiﬁg.;

Even though Thabong had embarked on a route of increasing the
priginél size of the municipal asrea hy a factoxr of 2,5, and
while a structure plau had been compiled for its physical

: develdpment,3therglwaa no  long term wvision or goal for its

vltimate soclo-economic development. In addition, Thabong had
no overall long term financing plan to determine whether the
route that they had embarked upon was financlally feasible and

sustainable,

Those involved with the dzvelopmant- in Thabong furthermuie

realized that little planning had been dome to address issues
such as employment creationm, the need of the very poor, and an
optimisation of the long term economic development of the
town. ' ' '

Altﬁuugh_.thére .had beem talk 4n .Thahong's de#elopment_}

committee of long term. soclo-economic planning, this had not

‘materialised, mainly due to the immediate pressures of the

demand for housing ‘and  dinfrastructure that needed to be
satisfled, Tt had therefore beem a case of attending to the
urgent_aﬁd leaving the important for latez.

5.5  CONCLUSIONS
This case study leads to the following important conclusions:

- project managers who are concerned with the Iong_ term
success of urbaﬁ development ﬁrajects, must also-ensura
that long term scclo-economic plapning is being
undextaken and implemented, in order'td ensure that

" development 4g being directed towards the ultimate
development goals. The focus with long term planning
should wnot be on  individual projects, -ﬁﬁé; gbout
relatinyg the growth of fast developing ﬁrban afgas, to
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_ economic _developmant, about the process of':Eﬁanriﬂg
that 2 city in the wmaking will perform better, If this

is not done, projects will be undertaken on an adahdc
basis~and investment decisions will be sub—apﬁimal.

commﬁnity participation i& of wvital lmportance in the
planning process

the biggest constraints in the development of South
Afrién's black town's and cities are the ligitimacy of

local authorities and the capacity for local authority

management, Although many local authorities ”maj be
better equipped than Thabong to undertake the
menagement of their ow. affairs, the expertise is often
situatad:in a few individuals.and.should they ieave,
tbtal callapsé of the administration 1 a distinct
possibility o

the finsnedal position of black local éuthorities

often leaves a lot to be disired. Projects undertaken

for such organisatioms should take this iuto_éccount

and should be structured accordingly. One of the
objectives of projecte undertaken in thiz environment
should be a limitation of the financial risk to the

iocal authority. In addition, prpjécts should be

structured with optimum ‘cost recovery and an
improvement of the local authority's financial
position as prime objective

it sgerves l1ittle purpose to dImplemwnt technically
sound projects dIn an  environment where  the

developmental or peripberal issues are mnot being

addressed. The technical enigneering aspects pertaining

to urban development are generally well addressed, at

leagst. in comparison to the almost total Zlack of -

expertise in other areas of development. In the
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&eveloping niban areas the peripheial issues arg then"
.ﬁost_ lmportant, and shouid - they 'nbﬁ be adﬁﬁﬁ&tely
resolved it could_lea& to the failufé of the pfoject as
a whole. ?rnject managers shoﬁld make'it thelir task to
address these issues, as'there ﬁ:.ﬁsually no one else
to undertake this task. Projec. ._should be used ‘as
. vehicles or mechanisms for addressing the most import-
ant of these developmental lssues '

- one of the important ﬁeripheral igsues with 1§rge
sbale_urban development projects, is that of outside
_ structural constraints that render Progress much slower
‘than what would be regarded as realistic on paper. Due
to the uncertainty of what the actuval rate of
development . would Bg,'prdjects should be phased as far

as feasible, im an attempt to limit fimancial riék

- agreements with private sector developers . require
' careful consideration ' '

- the provision of &¢ lal infrastructure is often
neglected: ' '
- due to the pressures for physical development,

envirommental considerations are seldom taken imto
account in the planning for urban development and urban
development prcjects

The overriding comclusion from the two came studies is that
projects in the developing urban areas ave often jedpardised
by dissues that .have- trﬁditionally been considered to be
outside the scope of the civil engineer's resﬁonsibilities.
Considering the comparatively - high 1level of technical
expertige amongst engineers, there dg a much higher risk of
mbney being squandered thruugh_fhé wrong approach to projects,
ﬁhan through technologlecal error. o o
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Thus, the o case studies comcerning Mangaung and Thabong
have revealed the need for further consideration of a number
of issues which can be grouped as follows. : '

'='36&io-economic planniug / development plauning

= ' urban managerial matters
- _urban financial matiers
_ :teuhnical,_gnvironmental'and“project related issues,

These :tssues will be explored in more detail in c:hapters 6 to |
9, - Where possible, practical approaches to - overcomiﬁg these
issues will be puggested. Chapter 6 discusses socio-economic
planning;  chapters 7 and 8 address -urbam manager1al and -
]financiai' watters  and - chapter 9 explOtea techni;al,_
'environmental and p:oject related issves. - '
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CHAPTER 6
DEVELOPMENT PLANNING
6.1  INTRODUCTION

in the years shead, and well into the next decadas, urban
professionzls and administrators face the formidable ch_alienge
of planning for, and managing unprecedented urban growth in a
period marked by severe economle difficulties, sharply limited
resources;' and major institutional and economic reforms,
Serious natiomal economic problems are likely to cotitinue,
ercating practif.cal limitationsa on. any ideas about development
issues (refer to chapter 2). |

Yet, rapid urban gtoﬁth will continue apd with it many
difficult urban problems will be experienced. The challenge
will be to structure urban development in such a2 way that
urbanisa'tioh becomes a parﬁuer in national development. In
order to achieve this the efficiencles of urban economies have
to be optimised. Which again implies that there will have to
be a growing ewphasis on macro-economic considerations in
urban development planning,

Chapter 2 concluded that, whereas usrbanisation has in the past
been regarded as a burden on the econony, it is now considered
as an opportunity for further economic growth, To acﬁieve
maximum economic growth, howevér, 1t 1s a prerveyuisite that
cateful socio-aconomic planning should be undertaken. Both
case studles In chaptera 4 and 5 slso concluded that long term
developmert plamning is & necessity in order to avoid the

undertaking of projects on au ad hog basis., |

The historic role of § A's black urban aress, namely that of
dormitory towns, coupled with the current emphasis on physical
development, created the danger that these towns and cities
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could continue to. develop into upbalanced entities. For
instance, thé_current finaﬁciar diffipuities experienced by
most biack local authori#ieé are partly due to a lack of an
economis base, which is in turn a Sympkom of unbalanced urban
develoyment. ' o '

_T?ﬁditiunaily ‘eivil engineers have not been equipped to
undertake such economic planning, However, they have been
activaly involved in the provision of infrastructure for the
urbanizing areas -#nd. shoﬁld 'ﬁhe civil englager as project

| mansger wish to retain his leading role 11 urban development,
he must certainly become familiar with the economic planuing
pxoceas; ﬁt_least to the extent thaﬁ it will enable him to

‘pffectively manage the process,

At the time of ﬁriting, the concepr of planning for the long
term soclo-economit development of SA's black urbam areas had
just been accepted by the Provimclal authoritles and the
Reglonal Services Couneilsg, as belog inevitable. Even the
Development Bank whp pioneered the concept for 84, had only
commenced with the drafting of a number of such plans as case
studies. No planning has been completed and 1f was therefore
not possible to refer to practical examples. The contents of
this chapter could therefora be regarded as being too theore-
‘tical, but the concept of socio~ecotomic plamning is qsnéid?
ered to be of such importance thst it must form part of any
investigation concerning the mapagement of the urban develop-

ment process,

This chapter fivstly propoaes'a methodology of planning for
economic development, and secondly discusses the concept of
urban development plans that were initiated by the Development
Bank of Southern Africa (DRSA). Lastly gome praccical impli-
cations of socio-sconomic development 4n BSA's urban
enviropment are discussed. '
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6,2 ~ PLANNING YUR ECONOMIC DEVELOPMENT

Economic development cannot start from the assumption Chat

‘certain kinds of projects will be necéssary or desirable. Like
all planning, planning for economsc development must involve
the following steps (after Bendavid-val, 1980): '

- data collection and analysis
e formulation of goals for economic déveidpment
o formulation of bbjactivea or perfotmance targets
- ' identification of alternative development strate-
gles '
- comparitive assassment of altermative strategies
- implementation planning

The planning process would.then be followed by implementation
of the actions decided upon,

The above steps have been described In the paragraphs belqw{
(Bendavid~Val). ' '

6.1.1 Data Cblleécion'and'analyéis

Détafgathering activities should be ‘carefully plapmed and
should disvinguish between data that are essential, data that
are useful and deéirable, data that would he useful but
probably not essential and data of & lower priority. Data can
be collected ard analysed dn vacious ways of ‘which the
following division proposed by the DBSA is but one: econamic;
financl:*, soclal, institutional and physical.

6.2.2 Formulating Goals for Ecomomic Development

Formulating goals for_'the future devalopmenﬁ of the Jlocal
economy is a big responsibility., Funds that are invested into
the local economy are scarce and inveatment in one thing means
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' that an dinvestment is not made in an altermative. It is
therefore important to ensure thac: '

- every major investment in the local area will

contribute to achieving economic development goals

- each investment represents the best among avail-
able alternatives at & time, including a zero

invesi:m&nt

- it will not create side effects incomsistent with
community goals

« 4t will pot foreclose the possibility of certain
fature activities that may wmake & greater
contribution to goal achievement. '

This requires planning based om the articulation of explicit

goals. Taken together, eceonomic development goals reflect the
community's future image of ditself. RBefore any goals are
formulated an effort should therefore be made to identify the
qualities of -commﬁn.ity 1ife in the future to which economic
development activities should lead, Community participation is
of the utmest Importance in the formulation of development
gnals. Quite often development plans start with statements of
problems and opportunities. Such statements cannot be the
starting point for goals formulation because it is impoasibie
to establish what is a problem and what ds an opportunity
without goals that reflect the future self-image of that
specific community. Consultants can assisf: in  goals
identification but they camnot do it on behalf of the
community because they lack thke local expertise. ¥or instance,
in recent disucsalons between the author and council members
from Sowetc and Dobsonville it was evident that these two
neighbouring communities have completely different goals for
thelr future development. Soweto wilshes to extend theilr
boundaries as far as'.possibia and even wants to incorporate
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_ neighboﬁriﬁg blaCR_aufhorifies intd-theii municipal area. They
- also want to extend their_boundariesztb;the Weét; as far as -
" Randfontein. Dobsdnviile ¢n the other hand, wishes to retain
thelr present "small town" charactey~auﬂ has set a limit on-
expsneion of twice the present Size. At the same time,
.however, they-wish-to expand their gconomic-bése:in order to
Eecdme'financialiy self-sufficient. | - B

Goals are useless unless they ha}p separate the desirable from
the unﬂasirable. Thus thay must be relatively specific, ‘though

they will be futher refined and quantified into ohjectives.--

For instance to “atimulate growth" is not a goal becauqe it
fprovides_no guidance. It is merely a potion becanse it is
insufficiently expliéit. Goals must furthermore bg-rgalistic;-'

- 1f the step of gosl formulation is carried out carefﬁlly £0
that it concludes with a final formulation of a proper set of
. goals, everything else will follow more easily because every
'succeeding step can be checked _against the gaals. For ‘this
reason it pays to spend time on goal formulation and to avoid
the temptation to give it short shrift in faVour of focussing'
on projects, as is currenrly so “often the case_ in South

Africa's black urban axeas. '

6.2,3 Foi:mulacing Objec:tivgs

Goals are aspirations, objectives are targafa. You set dead
ain for a target, you either make it ox jon don't.'Haviﬁg made
the target, you may have made the goal, or making the goal may
require hitting saveral'targeﬁs'simultgneously or in success—
ion.

Without explielt objectives as performance targets, there can
be no ratiopnal basla for 8 goal—urientated erwnnmic develop»
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E menf actlon plan. Thé practical {ntent 0f'every'gdai should

therefore be satlsfactory expressed through the performance

t&rgets .

An example of an explicit goal i1s "increase the!number of
emall manufacturing firms in a specific city". This goal may

be expressed as ome of the following objectives:

- _eﬁtabliﬁh a'revdlving loéh.fund of nb_léss[thgn_'

B3500 009 for small_mhnnfac;urers within two years

ors

~  bring ahout:the_é§tabliahmen; of a new manufac-

turing firm in qﬁe city, employing 50 or less,
each year for 10 years., - o '

a

6.2.4' Ideﬁtifﬁihg_ﬂltern#tive Economic Devélopﬁeht Strategies'

Stratagies represent broad approaches to reach ob;ectivess
vhereag pro;ects and actions are gpecific cotirses undertaken

_aa.the applied expression of a specific strategy. Strategies
~ @8 defined bhere ave mot easential elements of the planming
- progess, they comstitute an additional Step'in the going from

general to specific (ie from futurs image to goals to object-

ives to sirategles to projects). It is strongly recommended

that time be takan to examine explici: alternative strategies
and to attempt to asseﬂble -and etongider alternative progect
proposals within atrategie framewor?s.

In practice it Is often found that the moet obvious or tradi-

tionel course of sction ia'pursuad without due consideration S

of any slternatives. This ie one of the major reasoms why .
flrst world technologles are often applied to third world .

prnblems; ft is believed that an integral and important part -
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_of_th& project manager‘s';aékria'to'ensura that a1l alter~

natives gre identified and assessed and that the obvious
éltgmative_ is not automatically implément_ed. -

."Iechniqu'es such as _'brainstoi:ming, ~Jateral thinking ~and .
's_ynect:l.cs can be useful to produce new ideas and to dlvert the
 focus from the most obvious course of aetion. The focus should _

firstly be on alternative strategly - as the. fomulat__ion_'x')_f-
such strategles will probsbly in turn lead to the identifi-
cation of a mumber of alternat!- projects for eacﬁ' strategy
identified. | - | : -

.6.2.5.' Comparative Asseﬁsment-:of Alternative Strategiés .

The purpose of this step in the econmomic planning process iz
to -compare' ‘the proposed aconomic 'deveiopment ‘gtrategles and
actions in order to determine whi . ‘wuld be undertaken. The

" various ulternatives are gnalyse’ .  prioszitised in terms of
- their relative contributions to the objectives identified.

6.2.6 Impl.ementat:_lm_ Planning

Implementation planning involves sketching out a. longterm _
economic development program and then a detailed schedule for
the first coming project ecycle. N L

The lomg term ecouomic development program can be represented
by a variation of the Gentt chart showing the schedule for the
implementation of all the major ecomomic development-related

'st;at‘.egies and actions that lead to the achievement of the

objectives and goals. These are represented on bhars also
indicating milestoues. o '
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6.3  URBAN DEVELOPMENT PLANS -

Thé Developﬂéﬁt Bank nf Soﬁthern Africa came Lo thé ccnclﬁsipn
that urban develbpment:énd urban development prpjects wers
.often undertaken on an ad hn¢ basls. DBESA therefore developed
a'framéwork,_naméd an urban development plﬁn-(UDP}, which is
_ basiéally_a strategie devglopment'plén for guiding'the econo-
mic, social, managerial and physical development of a towa in
:the pursuit of optimal utilisation of rESOurces.'

- The UDP cu]mdnates in & developmsut strategy and an implemgnt—'
~ation plan - which includes a 5 year finaucing Pplan (DBSA,
'19893)

. The UDP is made tp of three'ﬁhhses valled the "petspective",
Mglrernatives for developmant“ and the “development strategy”.
-Each of these three phasee are discussed in tha following-

paragraphs. '

6.3.1 The Perapective-
‘Buring this phase the idea is to assess the current status of
. an urban area and alse to.establi§h ﬁhat_ita_1eader§ and

citizens would like it to be.

The first step then is to ‘gather information in order to
assess the town's current statuy regarding the following:

- the town's role and place in a .national and

regional c@ntekt_
~  a local assessment of the town in terms of:

- _éucioreconomic'conditions sﬁ;h as-popul&tion_
' growth,_affordability levels and unemployment
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the housing situation, for imstance: the
existing housing stock, rates 'and. rariffs,

" collection strategiée. arrears management and
. the identification of possible constraints on
‘the housing process.

.fthe'statué of develbpm&nt, for instance: the'

nuﬁher'af_serviced erven available, a survey
of imstances involved in the housing procass,
agreements with developers and th¢'1eve1s and

standards of existing services

the managexrial and'finaﬁcial.positidn of the .

local'authority.

- X .. . i .
services infrastructure, such as upgrading

' vequirements, tariff structures, metering of
services, etc S N ' o

soclal infréétrucﬁure; such as gchooié,'f
recreation facilities and public transport

commercial infrastructure, suchgas-in&ustry,
commerce and trade and government establish-—-

IIIE'_I._‘LCB

" required and possible land extensions

The idea behind the'gathering of information is not'ﬁo undé:-

take pew surveys but to utilize existing Information as far as
possibia.'Onca this iufbrmatiun hag beeﬁ’atﬁdiéd;'oﬁe'wﬁll

-have an overview of the eity or town, as well as a. proper

insight into the problems and opportunities of that parcicular -
urban area. ' ' '
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Phase 1 alseo includes an analysis of backlogs, projected needs
and upgrading requiréments for the:

~housing demand in terms of income catagoriES
~differentiated levels of services and utilities
-ﬁopulation dengities -
~demand for commercial infrastruecture
~infraatructura1 services

~institutional capacity

~demand for entrepreuaufial development support.

' The last, but most important step in the perspective phase is

to determine what the'goals and objectives of the communiey
and their leaders are:-~ What kind of town do they want thelrs
to be? ' : .

While the information gathering exereise could be undertaken
by consultants, it is of the utmost importance that the goals
ané.objec:ives should be determined by the commﬁnity (refer to
paragraph 6.2.2 above). ' ' -

6.3.2 Alternativés For Developmant

With the existing goals and objectives known, the next step is
to answer the question: how do we get from where we are to
where we want to be? Various alternative solutions must be
defined and then investigated to determine whether they are
affordable and practical, Financing plans which contain
possible sources of finance for the alternative strategles
identifiled, as well as cash flow analysis must he undertaken
in order to wetermine whether alternatives are in faect prac—
tical and implementable. ' '

After alternatives have been studied, the leadership apd
community of the town must decide which is the ome they want
to implement, bearing in mind the financial implications of -
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that particular alteruat:ive. Community participation is again
of extreme importance at. this stage.

o _6..3..3 The Development._ Strategz

 With the strategy already chosen, the final step is to work
“out the davelo‘pm‘gnt ) plan. in great detail and fo decide on

actions ta bé .'takgn for the implementation of the strategy. It
is at this stage wher‘g pz_:ojects_ara- prioritised in onder to
contyibute optimal_ly to the chosen strategy. ' '

The author believes that t‘ne praj ect managey has an important_
role to play at this stage in order ‘tn ensure that projects

" are optimally st_ructured to contribute maximally to the

develnpment 'objectives snd the development strategy. At this
stage 1t 1is. important that the srghasis is shift:ed to action,

dn 'order to enaure that the plan is 'i'nplemented. :

6.4 PRACTICAI. IMPLIGATIONS oF SOGIG—ECONOMIG DEVELDPME%TT.
I’LANNIKG

It is evident from paragraphs 6.2 and 6.3 above that ."‘gocio-
economic development. planning should be undertaken  for ""-}\gach

urban area on its own in order to determine the sp@fﬁ_ic

- development problems and opportunities pertaining to ‘that

speclfic area, It 4s evidgut' that the £inal _develdpment‘a
strategy will differ from one area to another as no twoe urban -
areas are identical. Identified projects will also differ
subgtantially from one area to the next. However, while the
ranking and importance of the issues may differ, the socio?-_
economic prublems 'generally remain a coumon denominator '_for-:' .
most of South Africa's devalopit_, urban areas (refer to
chapter 2). ' '

Assuming therefore that the soclo-—economic circumstances of a
particular urban area do not differ sdgnificantly from the

103/0001.1



e

- 106

genefal picture 7deécr1bed“;in"this report, . the. fellowing

“aspects will prabably feature in one way or aﬂﬂther,_in the

_ davelopment strategy nf that areas -

103/0061.1

_:Employment creation: In.uhapter 2 it was concludad

that South Africa has a structural vnemployment
’prohlem.'- What ~-is - required _therefore are

technologiés_-that use more employment and -an

increase in the labour content of projects. For.
-instance, where a choice has to be made batwaen

altefnstive.methads for garbage removal, conaiden- :

‘ation should be given to those @lternatives that
will employ more people o ‘w ‘the . lopg tevm. -

However, the benafits_of;“bré 3?P1hrpent should
glwayS' be weighed up agafiéﬂs-ufher prossible

‘negative effects such as an increase inm costs.

'Latour;iﬂféhéive_conStfﬁction:methods'shduld also

bé_used in.engineeriug'?roﬂecté,_as far es it i1s

feasible. In the author's opinicn there is much
‘seope In civil engineering projects in the urban

areas, for the optimigation in the uee of 1ﬂbour

vE mﬂchines..

Inward 1ndust:ialisatioﬁ: Chapter 2 discussed the
importance of inward industrialisation. Strat-
egies should be . divised to create a shift dn

‘consumption spending towards a more inmtensive use

of locally abundant resources,_ﬁhidh prlaces the
emphasis oa the creation. of employment, the
gncouragement of ldcal entrepreneurs and a reduc~
tion in the amount of capital in any .specifiﬁ :
project or production process. The housing deliy-

 ery processs for instance provides much scope for

achieving inward industrialisation. “Eg bricks,
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window and door frames, roof trusses etec, can

easily be manufactured on site and local entrepre-

‘neyxrs could be encouraged to enter this process.

Loeal entvrepreneurs and the informal septor: Local

entrenreneﬁrs should be 'act'ively :.encourag-ed',
wherever possible, to enter the market. This often
requires thét-preferance*bé_given to small instead

of large scale projects, since small projects can

be uvndertaken by the men with limited financial
means. For instance, 4f large housiﬁg hontracts'

are put out to tender, the mere size of thy

_contract may already exelude the mmall coucractor

from participation.

Furthermore, urban development should be struc—

tured to take the requiruments of the informal
sector inte account and to provide 'for'_theif
needs. As an'_.r ample, the case study for '_Ehabnng_
mentioned the | development of a CBD. What 4s in
fact required are facilitles where thg-ihformai
sector could produce.ana sell their goods.

I’rivate_sectoz" 'part.:lcipation: Econoﬁlists appear to

‘have radched cousensus that the private sector

should be allowed to play a larger role in South
Africa's economy. The privatisation of & town's
electricity supply is but one example where this
principle could be practically employed within the

" urban areas.

Improvement in arban efficiency: The Imeffich 1=

~eles rhat .pla.gue most citles - from traff:l.q'__;.'_

co_r.\"jal;‘.tion to telecommumications breakdowns and

pobi:lj'mainta:[ued services ~ impose unnécé.ssarily
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high coats on buainess, wurkﬂra and consumera‘
The efficlency and productivity of an urban area
depends in part on ipnfrastructure and services
. that are adaduate, well maintaiued and reasonably
priced. ' | | ' '

- Creation: of an economic 'bgse_ for the local-

authority and a sound urban managerial system: An

Aimprovement in the capacity to manage, and =a
widening of the ecomemic base to provide more
income to local authorities, are two of tﬁé mast
important nroblewms to_be.addreased in any long
term planning excercdise to be undertaken for Souih
Africa's black urban areas, ' "

The abpve is a brief discussion of what are considered to be
the most jwportant economic issues to be addressed In 1ong
term uzban devralopment plaaning,

.Dther_'issues that may prova to be equally _'impartant are: the
prevention of t.ha leakage of purchasing power, the promotion
of economic diversification, an optimisatfion of the use of
available infrastructure and an encouragement of community
participation. '

6.5 CONCLUSIONS .

South Africa's developing urban areas have huge backlogs in
infrastructure, and the need for development 1s great. The
need far exceeds the available resources.

Urban development projects have in the past often been under~
- taken without due regard to the goals and objectives of the
commmity for which the development was ‘intended., Projects
have also often been undertaken witheut dus consideration to
the economic implications of those projects. 411 projects make
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'uge:uf §;grcerr¢éou£ces, and aézsueh shpu1d be planned for
.opf.ij;:'ai vse of those résources. Sou# ' “ ~a's urban areas are
grbwiﬁg at an -ﬁnprécedgnted pat;.é' . :his is 'boimd to
coﬁtinué well inte the next decade. . - #n praiegts are not

- undertaken dn optimum support of ms&;d ecnnomic develupmant
polic_:[_es,. a great portiom of - thiq nation's resoufces will be .
‘wasted, | o o B

It iszfor'nhis_purpose’that development planning in aw urban
environment is indispeﬁsable. ﬁ*thbugh most englneers are not.
gualified to undertake the required economio analysis, they -
should be aware of the existence of suci: pla:ming mﬂ!:hods, and
of the importance thereoﬁ,_ﬂhere eugineers play & leading role
iu the ﬁrban davélopment proéess,'they ghould ensure that such
planning is undertaken and they should perform a lea&ing or

| managerial role in this,multi—disciplinary pracess. '
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-f:" | '._unAPmsk71
URBASIMANgGERIAL coﬁsgﬁznarxbus.;
7.1 'INTRODUGTION.
7.1 :3a¢k§rouﬁd |

meil 1971'b1acks_ﬁere seen 85 temporaty residents of South

 Africa. Blacks resident in towns ocutside the white urban areas
£e1l under the jurisdiction of white local authorities, In.

11971, administration boards were created in terms of the Black

Affpirs Administration A;t_of 1971. These boards ﬁere-extan—”

sions of the Central Government and were not regarded as local
authorities {Valluon, 1986). '

Shorti?-aftarwarﬂs, gom@unity:cnuncila were created in terms .
of the_Cqmmunity Councils Act. This Va5 Seen as & step towards
the recdgnition of the permanence uf_blécks in white urban.

areas, however, these bodies d1d mnot have the powers of local

authorities but were merély-intermediaries-for the administra- -

tion boards.

In 1982, the Black Local Authorities Act craated black local
suthorities. With the promulgation of the Black Communlties
Development Act of 1584 administration boards were r&plﬁned by
'davalopmgnt boards, Under this act the development boards

.-still had much power, thus restricting the authority of the

black local_authori:ies.

It was not.untii.the prouuigation of the Amendment Act on the
Development of Black Local Communities (Act 74 of 1986) that

black local authorities were made autonomous. - The develbpment_

boards were also abolished at the same time under the Abol-

¥
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_ition'ofinevelopment Bbdies Act, althdugh thé act stipuiated
that former rights, powers, obligations and employees be taken
. pver by the various Provincial Administrations (Vallun, 1986),

7:1.2 Capacity to Manage

White local ~authorities had a lbng'hisﬁoty of evolutionary
- changé'to reach the present state of development and éffgct-
.'iveneés of operation. From the above brief description of the
history pertaining to black local authorities, it is clear
that neither the wvoting publié, nor councillors, nor officials
‘have been given any chance to prepare themselves for thelr new
rvole. Councillors, for instance are largely ignoraht of their
resporisiba  ties and duties, It is the:éfore not surprising to
fiﬁd_ that most black loeal authorities are at presant
ineffective and inefficient. In many cases the adminiétratibn
of cities have wvirtually come ~to a standstill with
mal-administration as the norm rather than the »xceptian. The
fact that many officiala from the previous developmant boards
1eft for greener pastures when the boards were abolished,
combined with a situation where few black personnel wers
trained in local authority' affairs during the preceding
periods, and the political situation and work enviromment im
black towns which make it diffiecult to attract persomnel from
white Jlocal - authorities, resulted in a situation where
.competénﬁ-staff are virtually impossible to f£ind., In addiﬁian,
the functions of development boards were not identical to that
of local authorities and persommel that took up positions in
the newly established local authorities or in provincial'
administrations where their role is to provide guldance to
loecal authoritifrs, do npot mnecessarily have appropriate
experience In local authority affairs. ' o

The capacity of black local authorities ro plaﬁ for optimal
development, implament projects and to maintain assets is thus
extremely weak. This statement is ¢learly substantiated hy the
two case studies in chapters 4 and 5, |
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The seriuusness" of .the situation :_:annol_:_ be .over.stressgd.' In
 recent dlscussions with the chief director of community
servié.es from 'cme. of thé _ Prov'inciél A&miﬁi-s;tra__tionsl) s he
staced categorically that none of the black ”r.:auncila. in f.hat.
province were in a positibn to manapge themselres ef"éﬁtivéiy.
The extent of the prnbls.m is. clearly eviduai when the
structure ard staffing of a town like Tembisa is c'onm ued ta
that of any of the neighbouring local authoritles. :

-_-Thé'maat serious threat to orderly*énd econpmically effective
blaclk urbanisation :Ls the :l.mpeding threat of the. collapse of_

local authorities .

7.1.3  Importance of Urbap Management

Better wunicipal menagement :I.n everything from loecal finances
to':road_.maintanande' is absplutely ﬁessential 1f developing
cities are to cateh up ~~ith rapidly expanding needs for

- servives and facilities. Physical investments alome are mnot
enough., This lesson has been ‘learned over and over in other
developing. parts of the world (Urban Edge, Feb/March 1987).
The usual request from local autborities is for hardware, fo_r..
projects that are tangible. On:;é; legitimate local authorities
have been established, 'th#_z wmost eritical  issue’ in urban _
developuent will be the capacity of local authorities to
execute local sutheritly Functions efficiently. Criticism of
existing local authorities has been exténsive regarding
legitimacy and their lack of capacity to maintaln their
apsets, ro collect TeVenues and to perform other nanagerial
fupctions. Against this background if more _a_ﬁd' nore pfoja_cfs
ixe started and more and more hardware ds gdven Tlca:ufh.:mt_ 4
concomitant dincrease in  managerial capacity, valuable
resources will be wasted. ' ' ' ' '

 Most developing urban areas in South Africa are currentiy

involved in ambitious expansion programe'_s. Such extensions to
the infrastructure of a local authority have serious

1) Personal discussion with '- an .offictal who wished to remain ATONYMOUS . -
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implications-for not only the maintenance of the newly created
assets, bub?alsa'for-ﬂhe managément and administration there~
of, This is especially true if it 1s considered that these
functions could inm most cases mat be performed efficilently by
the  local - authnrities, even before the expansion programmes -

WBre started.

Upgfading of managerial capacimyfis'not a project, it is a
ldng term prbcess and engineera are not necessarily equipped
to undertake such a task. Nevartheless, this chapter will show
how projects undertaken correctly, could be uged as effective
vehicles ‘to comtribute to an inerease in the man&geraal
capacity of local authorities. Any such action undertaken by
project manegers should'ideélly'be'ih-sqpport of institutional
upgrading programmes undertaken by specialists in:the field of
urban management, In the years ghead, and well into the ﬁexﬁ
derade, those invélved in the developing urbean areas of South
Africa thus face ‘a formidable challengé: managing unpre-
cedented urban gfowth in 2 mapper that will contribute to the _.

- creation of more effective urban managerial systems.

Projects 'structu:ed for effecting a contribution to the
creation of visble urban mavagerial imstitutione thus also
present the greatest challenge to civil engimeers and project
managers., Howewver, such an approach has a great impéct on the
approach of civil engineers to the management_of projects,

Based on the author's experierice over the past two years, this
chapter desicribas some relevant practical considerations and
approaches of importan;e to project managers_whc'are respong-

ible for the creation of mew urban areas or large extensjions .

to existing sreas. The iésues have been grouped under the
headings of managerial considervations, community participaw
tion, maintenance and operation of Iinfrastructure, privatisa-~
' tion end the new town concept and section 21  companies.
Conclusions axe comtained under the heading of "implicaﬁions
for the project managar". |
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The next chap-ter coutains related approaches -pertaiﬁing to
urban financial matters. S _

7.2 MAWAGERIAL CONSIDERATICNS

In considering the ability of =n authority to render municipal
functions effectively, the main coneern is for the fipancial

and organisational capacity of such an authority.

A manager of urbsn development projects can contribute in &we
ways to the areation of a more effective 1ocal aﬁtherify_‘_
' Firstly;. the importance of effective urban management should
be stressed and the project manager shotld emphasise the
dbsolute necessity of this fur lfom. This n}b.y sound obvious,
but this aspect is often not alloeated a hié_h enough pfiority
with the result that the subject is neglected until a very
- late s_tagé, to the detriment of the project and development in
general (refer _' to the case stutiy .on. Mangaun.g in chapter 4y,
Where possible, the project mapager should ensure that the
logal aul:h'ority" is assistel by speciallsts to _upgrad’e.their
capacity for management, " :

The second way by which the manageriai capacity of local
authorities can be .st'f:engthened is often easier to implement
since it is directly related to the task of the project
manager. This 'method necessitates that the project manaper
should use projects as vehicles for strengthening the local
~authority's managerial capacity. This implies that projects
should be structured in such a maumner that specif.c consider—
ation is glven to a maximisation of local authority part:i--_
elpation in the planning and decision making process. ' '

Often this can only be achieved at the expense of a slower
rate of progreés with planoing and design, however,  the
benefits i terms of an imcrease in the caparity for decision
maki:ig'of councillors and officials alike, 1z considered to be
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well worth while. An additions? udvamtage is that projects are
structured in accordance with the wishes of ﬁhe cammuni;y {at
jeast as far as councillors can be considered to represent the .
community) and that councillors have a first ﬁaﬁd kndﬁledge of
the lomg term plamning for their specific wards and are thus .
in & bsfter position to keep voters informed.

The following pafagraphs present some practical considerations
for effecting the above. -

7.2.1- Comminity Participation

Community participation has as ite objective thac the intended
beneficiaries'of.the development process need to share in the
r55ponéibility for devaloﬁmant initiacives, prioritiés ‘and
particularly for 'adhieving sustainable development - (DBSA,
1989h). As a result, it is gemerally recognised nowadsys that
c&mmunity participation should .be.-actiwely1 gsought  in the

planning of projects. There are bowever misch ﬂiverée views on

how this should be achieved. On the ome extreme of the scale
community participation 1s merely considered to be an
information exercise where the community is told what thas
already been decided by plamners and. bureaucrats. The other

extreme is where an In-depth szudy is made by sociologists and
.anthropologists to establish'what mekes a particular'commﬁnity

tick (Abbott, 1988), many a doctoral thesis has been written
on the needs and requirements of communities, Studies of
communities may thus take years 1if left to the gocial
disciplines. In contrast, project mansgers are wnormally
appointied to manage the plamming, design and construction;of a

. speclfic project and must therefore be able to stw4 progress,

The question therefore remains how to achieve 'commnnity

participation on a practical level in the planning of urban
development and large scale urbsn  projects. The author
believes that in South Africa’s developing towns and cities
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this ghould t:a_: lace thro_ugh the elected tov_'m"' cduncils. No
doubt many g_g_c::pie. will reason that the current _.ele'cf:ed'
councillors do ﬁoﬁ'represent the comﬁunitiea.for'which'they.
stand and that they . aﬁould therefore not be recogaised in
community participati&n exercises, Even if this was true, it
is still recommended that communities should be reached
through the coumcils as this is the omly way in which the
institution 1 capacity of the developing urban aréaa can be
strengthened, This does not imply that socio-economic survéys,'.
and sUTVeys to  establish - the needs - gnd * prioriries of

'mmmunities' should mot be conducted amongst 'comml_mities.-- nor
that -other community groups should not be c-ousul_ted;_ but

nerely that councils should bg-par'ticipants in the planning of
suck actions snd the ‘main thrust of comunity partieipation
should be through the local authorities. '

Local authorities can be sai& 1o have two _basic funct:f:nna (de
Gagparis, 1989):

- . the p'révision of services to the community

- the management of the community -

The first function, the provigiod of services is relatively
straightforward, The .second function, the management of the
ccmmunit:y is more complicated.. It entails matters such as
deciding on the priority of the services to be provided,
platning decisions for the future of the town, the acquigition
and allocation of funds ete. Overall, for maximom eff.gctive--
ness, it is dimportant that the management fenction is
performed in order to advance the pnblic.‘s .dterest, |

Io the past the tendency has always been for the authorities -
to plan and decide for the community. The result has been &

" lack of commitment towards the prescribed project, or utter .

indifference. It has become imperative therefore to move awhy
from this defunct school of thinkiﬁg- and to do the reverse, e
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instead of top to bottow planning, planming should te under—
taken from the bottom to the top. The two key principles aré.f

commimication snd involvement. Communication must be: two-way.

| Not only must the commupity be as fully informed as pcésible

about the urban development plans affecting them, but they
must also be. given the opportunity to prﬁvide'input. '

- One wﬁy of achieving this is to form ward development commit-

tees that in feet act as mini-councils fof_their ward members.
Such ward committees could be used to identify the needs of a
particular ward and to identify projects to be undertaken,
These committees then aet as direct link bétween the community
and the council. Another. way ig through public meetiﬁgs,

surveys =and newsletters; but it dis importamt that the

community be givern the -opportunity to communicate its

regponses in return.

Gouneils usually establish standipg sub-comeittees to

investigate certain apecific aspscts of local government and
to make recommendations to councils on these matters. Often
however, these commi” iees are not effective as the members
lack experience and knowledge of how such copmitteées should
function and of 'loéél authority affairs in general. These

committees nevertheless present an opportunity for creating an

interface between councillors and projects. Lt has been found
in practice that these committees present jdeal opportunities

‘to address not only projects, but alaoc development issues aund

that such committees can be wuged effectively for the
strengthening of institutional capacities.

Thé author was involvéd in institutiug such an arrangement in
Thabong which is situated close to Welkom in the Orange Free
State (refer to the casé study in chapter 5). ?igﬁre 5 on the
next page depictﬁ the organisational structure of the working
groups which appeared to be_funétioning well.
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-Thabang”taﬁﬁ.hauncil-had;eight standing sub-committees which
were combined to form four working groups in order to make it

pore - manageable. Between twc -and five councillors were

.repxesented on - the ﬁbrking~groups and so were the relevant
departmental heads, In addition, qonsultantg; representafiVea _
_ of ihe'Prpﬁin&iél Adpinistration and fimancial instituticns

U were co-opted on the working _g'{'bups as and when mecessary. Cae

of the gouncillors acted as chairman, '

HMany dspues that were referréd?tofthg working groups were of
Ainterest .to more than qua' _groui'p.- The project. nianager thus
perfprﬁed a vitaifrnlé in -ensurimg that co-ordipation took
place between the ﬁériﬂus'wn;hinﬁ groufs and also in ensuring
that ccmmunica:ibh- between the. groﬁPS'_and-'ﬁ@F executive
committee wag 'functioniug'w‘eli. : ' 5 '

Fot.instance,_sténdand forms ﬁere.developed_to eﬁSﬁre-that
commnication took place om a structured manner..Tﬁé wn?king'
groups addressed both project issnes and development Lssues.
Councillors cften also broughﬁfgrablems of a geuerai naturé'to”

these groups.

" Bach working group had a-standard-agEnda-Whivh.pcveréd'thé"
items that the group had to addtess, The -agendas were
éxtendgd, shortened and items were added by the project
mansger in consultation with the chairman. The_projebt manager
had to ensure that all ‘aspects were adequataly covered and.
that duplication was avolded.

Guided by the agenda, a working group would uake recdmﬁend—
ations on: ' '

- - what needed to be dome

- who needed t7 be involved

o when submissiﬁna were to be évailahle
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- which-aspehts were_to'be.cbnaideraﬂ by tha-exeéutivgz--
committee. '

The Wbrking grcuﬁa did et kaep conventional minutes.
“Mﬁnutes 4n the wnrking groups consisted of an attendance
ligt and a schedule of c‘-ecisiona with 2n actien column and a
- xeport back date. All suhmiasions, reports, requests or any
other imput into che work1ng groupa were in writing and these
were added to the above to make up the winutes of neerings.
These minttes were only ‘eirculated to members of the relevant
'work ing groups, but were available for perusal hy members of

any other group.

Any submission or recommendation to the executive committes
was entered into the standard form of submission and any

comments and recommeudations were entered into the space o

provided for that putpose., Formal feedback to . the working .

group -consisteﬂ_ of matters vreferred back to them by  the
executive committee as well as councll 1;solutions. '

All instructiohs_to consultants and specizlist advisors were
' first farmnlatgd and discusged by the relevant working group
before appointmeﬁ;;'were made. This facilitated'thg optimal

structuring of projects.

From the above it is evident thst working groups had no
executive or decislon making suthority but merely acted as
advisory bodies on specific aspects. Close 1iaisdh-_ with the
community was maintalaed by insisting that councillors consul.
voters ou all eritical issues. Ideally, thizs comtact should.
have been established througb ward development. committees,
howevar, for the case under consideration this was not the. way'
it was done,

Through the above process town council officials and  eoun~
cillors can all b& involved in the decision making process and
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_over the long rerm this could definitely have a '_cqﬁi..'-.idgrahle
positive -impact' on the_'instituticﬂai capacity of local
authorities. o ' ' o

It is belleved that the imvolver it of communities in the
identification and management of projects has positive

consequences in at least three importent aspects (de Gaspsris,
1989)1 | - B

- community participation helps to create an organisational
| structure and a momentum that conmrinues after project
" activities are concluded and provides the basls for a
sense of responsibility towards the success of the
project . '

= . active commupity involvement at all stapes of project
' design and dimplementation is the most-effectivé.way to
develop and maintain a commitment for cost recovery

-~  the o'rg#nisation-, motivation and mobilis_atiun' of |
comtuni ty groups could well become the main function of a
new type of loeal authority sarvice. Rather tham
attempting to deliver  services to pedple, local
government and people. reapurces should be combined to
achié#e urbar pervice go:ls more effectively and
efficiently,

However, it must be stressed that community participation has
recently become a ¢liche, I1s not eaay to implement and takes
up consldersble time and effort. While commﬁnity participation
is all important, it is also necéssary to strlike  the correct
balance between p.articipation' atid the rate of progress with
development projects.

7 2.2 Maintenance and Operation of Infrastructure

In a first world environment engineers and project managers
rarely have to comcern themselvey with the operation and
maintenance of projects, although it can never be taken for .
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granted that these 'aspeéts' will automaticaplly be taken care

of . However, seen against the lack of ingtitutionmal capacity
in the developing urban areas, the ilssuei of operation and

maintenance are of the utmost importanc:. The general siuortage

in skilled'maﬁpawer in South Africa furtharmor&-uqderlines thé
issue, since it d4s unlikely that the level of technieal
axpertise in the dﬁvaloping wrban areas will dnecrease
substantially in the foreseeable future.

Gonsulting_engineers used to designing projects for the firaf
‘world component of our soclety often do not give adequate
conglderation to chese-#spects. The reasen for this_ia two-
_fol&. Firstly they have im the past been involved in dissin-
1lar conditlons where they have not been.expécted-to take this

into conside:ation, and _secondly operation and managerial

aspects are often not considered to be facluded in their
brief, . ' '

It is in this context that project managers have a vital role
mphymémwhgmMpmﬁﬁsweMmuuwtomth3
into account. Project wmanmagers must thus act in an interme-
diate capacity to ensure that institutions are geared for
future maintenance requirements or alternatively that projecté
are restructured to match the Institutional capacity of the
guthority inﬁbived. In practice, it is likely to be a combina-
tion of the two.

It is iwpossible. to provide gereral guldelines in this regar&
as the appropriate action will depend on the specific cip-
cumgtances invalved. Whéreaa a loeal authority such as Soweto
may have the exﬁertise_to operate a technologically advanced

sewage purlfication works, this may not be the case for many'

other biack local authorities.

el ]



123

‘South Africa is characterised by so-talled white and black
local authorities, often in close proximity to each other. The
'dispé.rity in level of institutional expertise in these adjoin-
ing au_t:horitieé is viore often thun not, very aignificant.
Generally white local - authorities have highly &eveloped
‘institutions with considerable managerial capacity. Project
managé.rs can often act aa- catalysts to ensure closer liaison
‘between loeal authorities, It is often easier to facilitate .
‘such co-operation on a technical rather than édministrative or
managerial level, especially where right wing groups are iIn
power im the white councils. It 1s believed that - such
co-operation should be actively pursued and that assistance
with operation und Imaintenance a3pe¢ts are often the right
place to start. ' |

It 4s not only in high technology infras_tructuré such as
sewage purification works and electricity networks aund sub-
stations that mainteuanc.e should be considered, but alsg in '
all other elements of infrastructure. From chapter 2 it is
‘evident that urban éreas will in future be characterised by
progressively lower levels of infrastructural gtandarde as
services are provided 'for the lower income groups, It is.
common knowledge that maintenance Irequirements {nerease as the
Jlevel of service 1s reduced. For instance, gravel streets
require much wmore maintenance than tarred roads (Bleibaum,
1988).

In Scuth Afriea very little work has been done on the specific
requirements of maintenmance of low standard services. It is
believed, however, that this dissue mnust be specifically
addressed by project managers iovelved in such projects. T
 Maseru the concept of length men who maintain g'ravél' roads in
the nelghbourhoods where they live 4s now being instituted
(Urban Edge, May 1989), This comeept has been applied with
great success In other parts of Africa, albeit in a rural
envirooment, There should be no reason however vhy .the éoucept

should not work in urban areas.’
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1t :I.s_ thus evidént that the issue of ﬁa'intenance gad opé.::ati'qn'
of infrastructure needs careful consideration and plamning.
Often the mneed ' for imnovation increases 'as the level of
sexvice is reduced. Maintenance and operationsl aspects:ﬁnst
be considered early on during the plamming stape of projects
and ﬁot--after the facilities have been constructed, as it_. is
often nece;sséry to structure and desgign projects with clear
maintenance objectives in mind, Shoula  training of personmel
be necessary, the nesd shuul& also be identified at an'egrly
sﬁage_ in order to. ensure that trained people are available
simultaneously with the completion of construction of 'the'

faciliry, | | | ' .

It is in these aape#ts that project ﬁanagera have a vital role
to play. : '

7.2:3  Privatisation

Privatisation of local authority functions 1s one of the -
nethods that caﬁld be employed for Strengtﬁening the institu-
t:ional capacity of Llocal authorities, Im addition to the
privatisation of enmgineering services such as sewage purifica-
tion and'electrificatidn, nther'loéal ruthority functions such
as garbage removal, mster rea&ing, processing of sccounts and
financisl management are,  amopgst others, 'local authority
fuhctions that coul& be privatised or cantracted.out;

Privatisation implies that a privste company assumes overall
responsibility for the provision and operation of a servicé.
The local authority loses control over that function although
provision is usﬁally' made for representation by the local
authority on the beard of the private company. The'contrarting
out of a loeal authority function of service Involves the
parformance of that function or service by a private company

in terms of a contract between the company and the local
authority. In this case however, the local authority remains
the responsible nrzenisation and still has ultimate control.
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Should 'privatisation be a poss_ibifit.‘ity,. it 1s recommended 'Ithac-_
- the private suctor ba'invol'.\red as early as possible in'._-t:'he'
'planﬁing ‘protess. For iastance, should electrification be
considerad for pfi*?at_:i.sation, the requiremen-té of the privafa_'
companies that méyjba involved 1n the opsration.of the facil-"
”ities;:shqul&jbe:taken into account from the outset. Such an
'org&nisation' may for instence have.e;pecific requirements for.

the type and 1ocation of matera and the &es::.gn of the
distr:_butiou networL. ' '

A considerable number of investigations into the feasibility

of privétisl_é_!:‘ion of electricity services are curreatly being

undertaken ,}e_r_eas'ou' for the interest by the priirate sector

in this eléﬁi'é#t of local suthbrity services, is the potential

profit to be made out of e]_.agitricity. '_'.[1‘1 white local aui:hc_}r-f
_i_ties_ electricity ia'genérallj'} congidered to be a money. spin~ -
ner. To this lies both an opportunity as well as a potential

pitfall. When privatisation of electricity or any other
service is considered, the effect on the finaneial position of

the local aui:hority should be duly t&ken into acepunt as it
‘can easily happen that Iucrative services are privatised,
leaving the council financially worse off and without access
‘to proflt geverating sources of 'iﬂdome}'). This calis.'-fo_r the
. appropriate itructuring of projects and for a balamce between

the interests of the local authority and the profit motive of

private sector companles.

It is believed that the project inanager in the developing
urban areas should be aware of the above options anmd potential
problems, and that he muct ensure that privatisation as well

ag the contracting oui: of aervices and functiona, should be B

addressed as one of the solutions for aalving thu. institun
tignal problems of local author:.ties. |

1)Conclusions reached by the author after analysing proposals

submitted for the privatisation of Thaboung's electrical s_erv:tc'e.

RC~ S e _,__‘-‘-ﬂ.-.«,fp«._._.f.....‘
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7.2.4% The.ﬂew Town'Cpnéept'ﬁnd Section 21 Companies

a8 is evident from the case study coﬁnérning Mangaung in
chapter 4, there are often numerous problémé assoclated with
the planning and comstruction of extensions to existing urban

- areas. One of the ways to overcome these problems, is- to
complete the development of the mnew area and then to decide at

a later stage on whether incorporation inta the existing town
should take 'place ‘ot not. This is kmown as the mew town
COncépt. One of the  legal options £or achieving this 1e
through-the'establishﬁgnt of a section 21 company. '

The possibility'of establishing a section 21 company to act as

- a quasi-lécal authority, has recéntly'been contemplated for
_certain'developing urban ateas in Soﬁth.Africal), This toncept
1s ﬁot'without.precedent as it has been aﬁplie& in a few white
.urban areas in South Africa and is fairly common in cthe USA.

A section 21 cowpany is a company that applles any profits for
the promotion of its main'objéct and that does not distribute
dividends to its members, ' '

‘The principle on which such a caﬁpany would functiom, is that
all owners of proﬁerty in a specific urban area would become
members of the company and would have the right to vote, just
ag for any other frivate company. The number of votes may for
‘instance be determined on the basis of property wvalues., This:
principle is the ultimate in privatisation of local authority
functions as it entails the total privatisation of the local
authority. ' '

A recent investigation into all the major local authority
functions and subsequent discussions with a representative of
. the companies office, has shown that it is legally possible
for a section 21 company to perform all the functions of a
local authority. Huwevar,'tha major a&vautaga of this concept,

1). Refer to the proposed establishmeat of Meriting im pafagré@h'&.B
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namely .the Eeparatiq@,af politics and administrative fone-
‘tions, aiso_cqnzains its major drawback, South African blacks
have political rights on a local authority level only and a

separation between politics and admiﬁiStrative matters on this

level may therefore be unaccuptable from a cunstitutlonal_,
development perspective. '

From a. functional perapective, huwaver, the new town: e ncept_
and the cetablishment of section 21 cmmpanies as quas} local
authqrities  nevertheless ‘reguire gonsideration.__ Project
ﬁanagers. involved in urban development projects - where the..

__estébliahmeﬁt of a local suthority om either & temporary or a

permastient basis is being conaidere&, shnuld take this altep-

native intc consideration.-

7.3  IMPLICATIONS FOR THE PROJECT MANAGER

Local government institutions in the first wnzld.cumpbnent-qu
oﬁr 'society are generally developed to a high level of

'cdmpetence. Civil engineeré- and proﬁect managers therefore '
rarely have to concerm themselves With institutional matters

when dealing with projects in this ‘enviromment,

In the developing urban communities, the situation is however
completsly different. Here urban managerisl cousiderations are
by far the single mﬁst impnrtant'faptor'conStraining develop-
ment. The World Bank; for instanée,' eites iuﬁtiﬁutional
failure as the most fundameﬁtal.reasgn'for'lack_of;project
| BUCCesS (Bastani', 1986). Tn the South Efrican cont:eﬁit black
local authorities are 4im their infant- years, -an# their

managerial capacity is extremely weak.

The issue of managing urban growth (or a lack therebf) and
ensuring the ecopomic prbducﬁivity of the urban escondmies is
in fact 2 global iséue.shared 5y all developing countries
(Urbap Edge, February 19853). If citieg and towns are 1geffi-
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cient, productivity will be less, and that will have serious,

indeed drastic consequences for our'natiOnal econowy.,

Tt is imcreasingly being recognised that peoples' active
support and participation ﬁot only contribute markedly towards
ensuring the success of projects but that manylprbjects will
£a{l without them. It is believed that 4in South Africa's
context, community participation should be achieved through

~ the existing local authorities in order to stremgthen, rather

than undermine these organisations,

Although civil enginsers are wot necessarily specialists on -
urban menagerial matﬁers, - they can coﬁtrihute much to
influvence the development process pdsitively through the
appropriate Structuring of projects and by using ptojEcts as
vehicles for the strengthening nf.institﬁtions. In addition,
where possible, they can ensurﬁ thet formal' institutianal'
strepgthening programmes aréfundertaken by specialists in this

field,

Tt should be realised that devélcpment'ié for the people. ¥Hany

of the failures of development efforts are a result of the
fact that this goai of development is not suffieiently taken
into account. At the same time, it Is realised that community
participation has become a cliche, Is not easy to implément
effectively and it takes time. Community participation is a
process, and 1t is. therefore necessary to strike the right
balance between frogress with physical development and
community participatiom. The level of participation should be
structured In sccordance with the type of project and the make
up of the community, however, this faﬁet of development wmust

be given its rightful placs im urban_davelopmeﬁt projects,

In this context it is necessary that project mapagers st
also have some understanding of the socio-political issues
pertaining to the enviromment within which they work (Wall,

019903,
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The type of projeet planued and implemented and l:he type of
technology used have a considerable impact on the futore
maintenance and operational requirements to be performed by
the' relevant local | authef"'ty. It is necessary that these

. aapeets be taken into account early in the. plauning process.

In: acidition, the necessity far training ef persmel ta
undertake the operaticn and maintenanee ef facilities, should
be inyeetigated at an early stage,

Privatisatlon of certain, ox 2zll of the local euthbrity'e
funetians conld assist in creating & more efficient menagerial
system. Where acon:pletely new local euthor:l.l:ies .are createﬂ,

-privats.sation chf t‘he local authority as a Whole through the

establishtment. ofka section 21 campeny, -could prove a viable

alterhative. . *e

13

' To spend money on capital works alone is not development. If

there are no imstitutions, people and adequate gystems .to
manage and waintein the assets that are created and - the
services that are provided, little has been achieved. The lack

'_1n ingtitutional capscity is the biggest-fectnr constraining

the development of black:urhan areas in South Africa. Project
managers and engineers have an dImportant xole to play by -
firstly ensvring that the implicetinns of a weak ineﬁitutional
system 1s taken into account in the struetﬁring of their

' projects, and secondly, thet projects are structured in a

mamizer that will support the building of effective local
authority institutiouns. - '

" The next chapter explores local euthority finaneial is8ues and
" the finanmcial impaet of pro:eets.' '
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CHAPTER 8
- FINANCTAL MATTERS

8.1 INTRODUCTION - -

'8.1.1  History

- During the peried whem black towns - and cities were
adainistered by white local authorities, the remt and'services_
chidrges for black areas were subsidized from the income -

“aceounts from white_l&cal authorities. When the adﬁinistratiqﬁ
boards were eétablished, they were confronted :_with
unecondmical.tariffa_far ba10ﬁ the actual cost of rendering
services. The strategy adopted by the boards was to reduce
deficits through surplus from.beer and wine saies and to place’
levies on.employers. Hewever, the heards were stiil-not'able
Lo | make ends meet with the result that demands on Central
Government fuhds inereased amnually. The privatisation of the
liquoer outleﬁs and the gradual increase in trénsport subsidies
further contfibuted to a worsening in the fimamcial position
of the boards. ' ' |

8.1.2 The Curfant.Situation

Rates and taxes from industries and large busiunesses normally
pake up a substantial portion of the income of whité local
anthorities. Due to the faect that industries amd businesses
were traditionally not allowed to locate on a large scale in
black urban areas, these local authorities have to make do
without this source of income. Although the Regional Services
Councils were established wirh the objective of providing an
additional source 6f ~income to the developing ' local
adthorities, funds from this source are extlusively allocated
. for diufrastructwral projects and do not therefore directly
1mprd§e the financial'positioh of the local authorities.
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The current dire finmancial position of black loecal authorities
is therefore to a large extent a direct result of the historic
structural distortion of the institutions responsible for : the
management of black urban areas, and of the earlier poiicies
for the handling of financlal matters by these authorities, A
measure of the financial predicament in which the black local
authorities' currently find themselves is clearly illustrated
by the following examples. The. 80 black local authori.tie_s' in
the Transvaal have budgeted for a cumulative deficit of
R285,53 million for the finamcial y:ar ending June 1989 (?re-to«-
tia News, 4 April 1989). The Soweto city council had an
acrumulated debt of R701 million by April 1989. (Fitt_ansies .and
Tegniek: 7 April 15%89) and this amount increases by approxi-.
wately R8 million per: month, o ' '

The. current losses of local authorities are being financed by
» the Provincial Administrations with short term loans. However,
no long term strategjr or solution fcr.the 1:;arc.‘ry:s.-stﬂ..n_ing finéncial '
situation of black local suthorities exists. The political
situation, rent bovcotts and inefficient administrative
systems apd procédures contribute to am ever deteriorating
sitvation. In additiﬁn, debt incurred by development boards on
behalf of local authorities have been passed omn to the ‘re-
Jevant local awthorities when the development boards were
phased out. Soweto, for example s‘tiil has to find ways and
means of repaying R250 million for the electrification project
and R150 million for the civil upgrading projects of the
garly 80's.

The basic problem is therefore one of historic naglect to
create viable dnstitutions and mznagerial capa-city' and
expertise within the black community in the field of local
‘authority managerial matters. In addition, due to the fact
that black towns were historically regarded as dormitory
towns, no viable economic base were created to emable these

authorities to bécume financlally independent.
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The author - has found. that it ‘iz common for Black 1oc$1
authorities to sell services for less than ﬁhat théy pay for
that service. For Instance, ir the case of Mangaung (refer to
the case study in.chap:er 4), electricity is sold fox 5;5

cents per kWh, whereas the tariff should have been 10 ‘cents to

break even.

‘Most loval authorities make huge losses om thelr trading

accounts and often they are not evan aware of the extent &%

the problem., For imstance, operation and meintenance costs are

‘often mot cdrrectly allowed for whem the selling price of a

service is ealculated. Oftenm water and electricity usage s

ot metered at each erf and actual individual consumption is“
thus unknown which renders realistic pricing policles dif-
' ficult. - '

What is not generally known is thar the narrow economic base
of'black local authorities not only affect their income, but
also has implications for the purchase price of services such
as eleﬁtriclty. ESCOM does mot charge a fixed tariff to local

authorities, but bases JIts ta 4ff on the peak demznd in

relation to the wvolume of elé..ticity sold to a specific
authority. Because black local. authorities ‘mainlj provide
services to domestic users, they have relatively high peaks,
whereas white local authorities alse provide electrieity to
industries and busiﬁesses and therefore generally have a mbre
even demand for electricity throughout the day. As an example,
this policy of ESCOM results in a tariff of.7 cents being
charged to Reodepoort municipality, whereas Soweto is charped
10,5 cents per kWh (Malan, 1989).

Whatever the reasons, it is evident that the majority of South

Africa's black local authorities are in a dire Ffinancial

position. If they were private cnmpanies;'almnét all would

have been declared bankrupt. Projects undertaken against this
background should take this impertant factor into account and
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projects should be aptroached and structured accordingly.

This chapter discusses some approaches that project managers
should follow in the management and financial structuving of
projects underfaken for black local authorities.

8.2 - IMPACT OF DEVELOPMENT PROJECTS

Tn chapter 2, future trends in the growth of SA's urban areas
 were predicted. From that amalyses, as well as i om observa-
tions of the actual increases in the population of the urban
areas, it is evident that the future growth in the black towns
and eities will be high. |

This implies that local authorities will be under considerable

pressure to provide more and more infrastructural services.
' Taking into account the existing backlog in services, it is

evident that the investment in services that will have to be
provided in the near future will in most ¢§535 far exceed
investments'alxeady made. The extent of the planned expansions
to Mangaung and Thabong as described in the two case studies
support this statememz. -

The sbove situation has three important implicatioms: Pirst-
ly, while many infrastructural services (especially bulk and
connector services) are installed with borrowed funds, capital
redemption and interest repayments are bound to constitute &
major portion of the total cost of services provision. This is
evident if the situation is compared with that of white local
authorities where infrastructure has been instzlled over a
long perlod of time, where much of the capital has been
redeemed aAnd ‘where new extenslons form a relatively small
portion of the total investment in infrastructure. A compar-
ison between Sowets and Randburg shows that capital redemption
and interest awounts to R3 per month per residential stand -in
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the former city,'whareaé thg_cpmparitiVe cost in Soweto.is'333'
(Malan, 1989). o |

The .secnn& implidation conterns oparatiem and ¢'aintenance
costs associated with the provision of services. From the case
_stﬁdies it is evident that_ many black .local authorities -
.provide services at a loss. It is evident that nest investmﬁnté |
in dnfrastructure and a concomitant increase in’ the amount of
‘services provided, will lead to a proportional incfe#se 1n

losses. .

The third factor relates to the typical perdod nf.négaﬁive
_-cash fiow that is inherent in any investmert project {refér Eo
:figure 6). For instance, in projects for  trading services
undertaken by black local authorities, this period of negative
.cééﬁ flow eon be very long indeed. This 1s because df the__
_generélly small profit (if any) made on these services. it-is_ '
not uncommon to f£ind the break-aeven period to be as loug as
ten'yeéra, but this will depend entireiy on the pricing policy
~of the local authority. Where services are sold at a loss, the
fmplication is that the break-even point will nevet be

reached .

Dua to the general lack of finaaclal managarial skiiis in
black local authorities, the above Implications of npew iﬁ#estw
ments are séldom redalised by local authorities embarking on
"awbitious expansion programmes. Even where a 1pcal authbritj
has financial expertise, thay oftem do not understand project
finanecial uitters. Project managers have an important rbia_td '
play in this regaxd. In the context of black urban develop-
‘ment, project managers should ctoncern themselvé&,_npt only
with project related finance, but also with the impact of -
projécts_on the fipancial positien of local aﬁthbrities. In
this regard, it is mnecessary to comsider the impact of capital
and interest repaymeﬁts, s well as ovperation and maintenance 
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 FGURE6:
~ _CASH FLOW FOR INVESTMENT PROJECTS
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cogts., It is furthermore important that these costs, and the
{mpact -thereof on the finanalal position of the local

' authority, shbuld be extrapolated in oxder to assess the
financial implications of the envisaged development for. the

future,

oI has been found in practice, that graphié repregentations of
the above financiai forecasts are much easier for counclllors
and officials to understand, The author has furthernore

expe:iénced that once the implications of development have -

been expreséed in the above graphical format, councillors are
often guick to understand why it 1g necessary that realistle
‘rates and tariffs should be phased in., The sa:d graphical
representation has also been found to be an effsctive medium
to illustrate different scesario's of. the  effect of
.alternativa-adjuéfmenta in rates and tariffs.

8.3  OTHER FINANCIAL CONSIDERATTONS

©8.3.1 - Cost Recovery Options

Apart from grants and"subsidies,' there are six methods
currently used for the recovery of costs assoclated with
engineering infrastructure (DBSA internal report, October
- 1987), namely: '

- upfront payments

- connection fees

- availability charge
- agsessment charge

- basle tariff

- consumption tariff

Upfront payments and connection fees are generally utilised
for capital cost recoveries, vhereas the other four options
can be used to recover capital costs, operating costs or both.
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‘Another distinctfon between the first two methods and che
others are that the Ffirst two are charged prior-to the
congumption or use of a service, whereas the other four

-methods are charged during coasumption._

The capf;al_éost of infrastruétut; can be included in the bond
finaneing’ of Ipdividual homeowners through aeither upfront
payments or connection fees. The advantages of these orms of

cost recovery is that the long herm debt is carried by the

individual and not the public sector and secondly that private
sources of finance are utilised and not public sector finance.

Another uption would be to recover the capital portion of the
infrastructure duriug the congumption or use of such
" infrastructure through the use of one of the last four cost
recdveiy alternatives., This method requirés the loeal
authority to obtain long term finance and to recover its
~ interest and redemption costs through the levying of regular
cﬁérgea avér a period of time. |

In addition, a tariff structure can be single or dval. A
gingle tariff implies that a service is rendered on the basis
of ome charge per type of service..In a dual tariff, the
capital costs (or part thereof) are recovered through'é basic
tariff, whereas the operating costs are recovered in relation

Lo consumption,

It is thus evident from the above brief discussion that a
'number of combinations and permutations exist for the recovery
of engineering services costs. The project wanager should be
famillar with these alternatives and should assist the local
authority concerned in Finding the most appropriate mechanism _
for a specific projrct and for the circumstances pertainiﬁg ta
the specific local aathority. For imstauce, the effectiveness
of the local authuxity will determine vhether - sophisticated
'cost_recovery_methuds could he used or not.
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8.3.2  Funding Optioms

' The World Bank,_ ag well as the Deévelopment: Bank of Southern
Africa b_elieve. that funds for infrastructure development
should be lent to 3.01;-.&_1 authoritie$ and not ‘be given away
without demanding consid_:ératioﬁ. Many other development

agencies provide grants.

_ The author is of tbe _op:!.-fiion t_h'ﬁt.'i-t is only when . infrastrue- -
't_:ure has.t'cn__. paid _for (either partly or wholly), that prior-
ities are really considered. It isl'_ only  then when
consideration is gi\__rén' to those pt_ojects that are 'criti@-.allly |
required and that a distinction 1s'drawﬁ betweén projécts that
will _generate income and those that will not. One of the .
methods which is not used extensively by {ndividual black |
local authorities in SA, is that of a revolving muni_éipal.
:devglopmeﬁf fund, The idea 1s that such a. fund - should . be
7$t§rted with'own fﬁndé"ot with_seed'monéy-from 2. development
agency, and'that the munié;pélify should repleniéh the fund
through charges to nsefﬁfor through increased_téxes. While
there fs no doubt that a mueed exists far'grants7to the 1ow:
income 'grqups of the cdmmunity, it 1s 'believed_ that
development organisations such és the Regional .Services.
Councils should channel a large portion of - their funds _inr.b

loans or revelviasg funds.

In selecting.and.preparing projects, local authorities oftem
are getting a rvare opportunity to set their own investment
priorities., In doing'au they will be more costiconscinus'aﬁ&
will be more committed to the upkeePIand maintgﬁanée.of_thesg
-improvements, than the case 1s when decisfons are wmade for
them and when they have no finaneial commi:meﬁt to the tra—
jeet. | R

However, the administration of such a fevalving fund
presupposes that the local authority shonld have a sound
financial and administrative capacity. ' : '
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8.3.3 Lang Téim Iﬁvestment'Plahs

A'uitf‘a long term investment plan is_the.firSt'step in  an
effort to faticnalise the selection of invéstment prqjects;
setting overall investment priorities based on pfﬁde&eimined
-economic, technical, and f£inancial criteria. While an .overalll_-
‘investment plén 1s a majbr étep forward, it still cannot tell
“the city whether the desired investments are financially

feagible. For this task, 2 lnng term financial plan showing
past and projected annual - revenues and - expenditures is
: _required-(rafef to chapter 6). The plan should be long term,
say five years, hecause"nhe: éosté of financing .large

- dnvestments are only felt over & number of years and - the

benefita may only be realised lomng after the projects are

complete,
- B.4 CONCLUSIONS

Most ¢f South 4frica's black local authorities have a lack of
financial expertiée, and in additlon, are technically baﬁkg"
rupt, Furthermoré; the extent of the expaﬁaioﬁa.td'thg-hlack-'
urban areas and the associsted costs, are often so large that
the impact on the financial positian of the local authorities
-cannot be ighored.

Projects should be structured to fake into account thé ghove
cixcumstances. It is also believed that Prdject managers
should concern themgelves, not only with project Ffinancial |
matters, but also with the overall fimancial position of the
local authority. Aspects such as maintenance and operatiom
toats,_priging policies, and cost recovery mechanisms should
also be considered to fall within the sphere of influence of
the competent project manager, Other innovétive' fipancing

alternatiﬂes such as revolving municipal funds, could also be
. considered.
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Urban areas _éan_' only be optimally developed if projects are
undertaken within the framework of long term investment and'_-:
'fin_ancing plans., The project manager should be willing and
able to play a facilitating role in the drafting of such

plans, =

"'.'.L'he igsues  and . conclusions Erem the two case studies in B
chapters & and 5 have for discussion purposes been grouped
iﬁt_t_; four _dategcriéé. The’ pre.ﬁioué o rihapt-érs ez_plbred_
. _sdciq-econdmic pianning and. urban managerial _matters while
this | chapter is caﬂ'derned with financial issues. The"ﬁext
;:hépter 'covexs tecﬁnical; environmental and project telated
- matters. ' ' ' | S
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CHAPTER 9 -
- TECHNIGAL, ENVIRONMENTAL AND PROJECT RELATED I_ss_uEs' __
9.1 = INTRODUCFION

. From the case studles in chaétéfﬂ-& and 5, it was concluded
that developmental or peripheral issues are often the most
critical issues in urban development -pruje'c'.t:.s. "This chapter
ig concerned with technical or project ralated ianues that

" are not necessarily the responaibility of civil enginears, but
that a_hould be taken Into account by project managers who are.
responsible for the management of urban developmeut in its
.widest “sensé. .Hany of the issues identified may even he
outaide ‘the comtrol of the project manager, however, these'
- isgues ipfluence urban devélopmeﬁt projects, and managers who
manage projecte ‘without cnnsidaring the effect of these issues

- on t;heir projects, will invsriably not be optimally successful
in their task. '

The dssues that are discussed in this .chapter have been
identified dn ﬁractice by the _author “on urban . development
projects .'in'which'he has been invelved in one way or anoi:_.h_ef-.

ThE"issuég have been grouped.under:the.haadings of'land_for'
_urﬁan'development, bﬁlk services, housing, site and service

schemes, sogial infrastructure, other developmental.considar-
ations, euvironmental issues and implications for the project

manager.

9.2 LAND FOR URBAN DEVELOPMENT

The govermment's policy of leaving the task of black residen-
tial develﬁphent'lafgely te the pfivate sector, coupled with
the historic artificial shortages of land for housing develop-
ment, resulted in a huge demand for 1and with a concomitant
inflation in land prices. This is further aggrevated by

103/0001.1
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spr ulation by the szp-called iand:-sharks. For :l.nstahce, with
the anncuncement by the gover_nmenf on 5 Decenber 1988 that the
land to the west of Soweto was to be rezoned for black urban

deveiopment > lar.l.d. prices virtuvally doubled overnight. At:' the S

time of wrlting this report, reports had been received of land
selling at tip to R40 D00 per hectare, which translates into a.
land price of approximately B2 500 per stand. Add to this the
holding ¢ost, and it 1s clear tﬁat the effect om
affordability_, especially by the 2low imeome groups, is
devastating. |

The private sector has assembled considéx&ble.puftions of

land for urban development since this hes become poséi‘bla' in

September 1986 with the promulgation of the Black Communities
Davalopmenﬁ Amendmennt Act. Howavar,:becaﬁse the Private“séctor
opetates' exclusively in the conVant:ipﬁal and starter home
mazkets (refer to paxégraﬁh-Q.é); and because of the high"
pr:icés' paid “for this land,  the. land has effectively been

. excluded from housing development for the masses. Furthermore,

where land {5 still being developed for the low income BLOupPS
mafket forces ensure tﬁat the highér income housing develop-
ments are addressed first. The resultant effect is that the
land available for low imcome development is usually furthest
from the urban centres, High .transport.costs and high costs of
providing bulk services to these areas severely stress the
limited resources of the poor families. By locating people at
the periphery, their chances of successful Integration iante
the economy are minimal. '

The process for the establishment of _blﬁck tovnships is
regulated under the Black Commupities Development Act,
Numerous delays are however still experienced w;fh the
identification of land and the _pf_bcessing and apprdv’al of
tosmehip applications by the relevant Provineial Authorities.
This has the effect of further aggravating the situation
through reinforcing the shortagé of  developzble land,

103/0001.1
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Until such time as mﬁ:kef forcesfhavg-been gllowed to bring

‘land prices down to realistic.levela, the abnve situation will _
pregvail. The only -alternative is for Government otf tbwn '

councils to acquire land ahead of time and then to involve the
private gector with the construction of infréstrncture and
housing. TheIIEgal avenue for iﬁvolving the private sector in
tids manner exists through the so-celled land availability
agreemenfs,_buc the financlal resources required by the Ilocal
‘authorities for this imr'pose are the prohibiting factor.

9.3  BULK SERVICES

‘The -provision of bulk services is 2 fumction of the ' relevant

- local authority and can only in isolated cases be pxoﬁided bj
developers or other organisations in the private'secﬁor.'Thg
reasons being fixstly that bulk services usually serve a

~ number of residential grehs'and éécondly that the cost of bulk
services_is normally racuvered'through-mnnicipai_tariffs_and o

‘rates over a long perlod (refer to paragraph 8.3,1). Recovery
as a front~end cost would render stands too expensive. -

Seen against the dire financiai pogition of the black lgeal
authorities, and thé potentlal dlmpact of loans for bulk
services -at matket réléted interest rates cn.the-financial
position of the authorities, thev are generally unable t¢ take
up loans from the ﬁrivata sector for the.provision'of these
services, The uneconomic xate structures of most llocal
authorities (refer to chapter B) furthermore contribute to
rendering the financial feasibility of marker welated Finance
unfeasible. '

These factors all contribute towards constraining the opening
" up of new areas already identified for development.

Bulk services for black urban development are cﬁrrentiy only

financed by government and semi-government organisations by -
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means of loans to lowal authorities. The major oxgahisations
jivolved are the Lﬁéal Aﬁthbrity: Loag Funud, the National _
Housing Commission, the Regional Services Gauncilé,_-the' 

Development Bank of Southern Africa énd'occasionally, the SA
Housing Trust in instances where no other source of Finance is
avatiable, and often only on a'témporary or hridging basis

{refer to chapter 3 for additional information on the policiea

and approaches of these organisations)

The qual Authority Loan Fund provides loans at marﬁg;-reiata&f
interast'rateé and is as such confronted wiﬁh the same pro-
blems regarding unaffordable and financially unfeasible-'
projects described above. The NHC renders finamcial sssistance
at much lower interest rateé. However, since_the.fuﬁds_cdme
from Central Govermment, this source {& Limited. The Regionsl
Services Coumcils bave up to now provided grants for bulk
services and other infrastructural projects. While this source
' qf'finance'will'in future play an increasing important role, .
there is in many cases growing pressure from the existing
population who demaend that RSC funds should be used for
upgrading projects, rather than for ngﬁ.developménts. The DBSA
provides fipance for infrastructural projects at an interest
race'of.lﬂz, however, thelr involvement is being hampered by
having to abtatw approval from the SA government fbr'prcviding
finance on a project to project basis. .This 'approval ‘18
cumbersemc and DRSA's participation is occasionally refused.

It is thus evident that the provision of bulk services is
often a major comstraint in the opening of new  development
areas, '

9.4  HOUSING

9,4,1 Affordability

Table 2 in chapter 2 provides the following breakdown with
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- reg&:& to general affordability levels in the black housing

market on a country wide basis:

‘= the conventional home market of R35 000 'au&

upwards caters for only the top 10%Z of the demand

- the starter home market of between RL5 000 and
R35 000 addresses 33%Z of the market

- the markéi for 4informal units costing between
R3 500 and R15 000 captures 38% of the housing

market

~ ' 19% of the market will not be able to afford hous-
ing aund must be nccommodated in the private rental
- market

It is evident that the starter and informal home wmarkets must
become_the.most dominant form of housing. In addition, It has
to be éccepted that those im the bottom éegﬁent of the market
cannot be accommodated in their own homes. | -

Felte2 Attitudg_of Locul Authorities

Many Iwesl authorities'have the attitude that they will only
accept residential and housing developments of a high standard
‘gnd some have up To mnow prohibited developments with a low

level of service. With reference to the above affordability

levels it is evident that such an attitude is unrealistic and

severely hampers development that will cater for the demand

for housing for the black population at large.

9.4.3 HousingﬂFinmuce'

.?rivate sector has up to now almost exclusivaly been involved
in the top end of the market, mainly in the sector aba@a
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R3D 000, which represents oniy appraximatély 13% of the
market. At the time of writ:ing, ‘this market has in many urban
~ areas almost been exhaueted, whereas the ‘lower segments have
in many cases only been addreaeed to a limited extent’ (refer'
_td paragraph 2.3.3). It is apparemt that 'building societies
view participation in the low segment of the market as not
being part of their mormal course of business and they seem to
ghow 'increasing reluctance to even continue their prasent_
involvoment. | | '

The utility companies of the Urban Foundation which specialise
in towﬁship development and the comstruction of houses have '
Htarced to address the lower end of the market, albeit only on
a Mmited scale., Up to now it Is only the SAHT and the NHC
that have provided funds for se:vices and housdug In the below
R30 000 eategory. These organisatlons axe government and
semingovatnmenc organisations dund in the light of the huge

‘demand and backlog in housing, they cannot be expected to

provide sufficient finance to sgolve the country's housing -
needs. Finance for the lower segments of the housing demand is
thus totally inadgqn#ﬁe and this poses a pevere constraint on
the urban development prucess. | |

The main reasons why the private sector Is not addressing the
low income segments of the housing market are three folé
{Urban Foundation, 1989).

Firatly, private gsector finance for balow R3O bOO ﬁroduct
price categories 1s just not available on any significant
scale.'While.building societles pay lip-sexvice to the housing
needs, they in fact do not nake finance available for this
purpose. This can be attributed to the higher risk of financ~
ing the low Income groups and the higher costs dnvolved when

small loans are adminigtered,

103!0001.1



TV

Secondly, the provision o£ h6usiﬁg 1aans.at:high1y subsidised
:interést rates by the NHC and tﬁe SAHT fmpede the provisibu_qf
finance at market related rates to the low income groups, Take
thé_case of_twb houging schemes that are being underiaken in
the vicinity of each other at approximately the same level of
service, but which are financed at sigoificantly different
interest rates, The chabces are good that home owners who are
paying the higher rates will.ﬁécaﬁe discontented with their
financial obligations, will default on their payments and that
they will blame.the building societies for their predicament.

Thifdly,_finance for alterations and additions to black home
owners in the lower income groups are not available on a large
scale. For instance, 337 of the demand for accommodatidn_is.in '
the starter home market, %This means that incom#léte houses
with a low level of finish must be constructed and that these
units must be upgraded when the owners can afford it. This
concept -1s however negated through the non-availability of

finance.

The problems welated to the provision of housing -finance
eannot be ignored by project managers of large urban develop-
ment projects as this would imvariebly lead to the inappro-
priate 8tructuring of projects. '

9.4.4 Site and-Servibe Schemes

Finance for site and service schemes, that are urgently
needed for the low income groups who cannot affoxrd readily
constructed dwellings are even more difficult to cbtain. (Site
and service schemes provide householdas with serviced sites on
which thay can bulld their own homes). This segment feprasents
382 of the market and is currently a]most.axclusively~ﬁeing
catered for by the NHG. : '

. Very few site and service schemes have been undertaken in
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South Africa. In the author's opimlon there are still many
issues to be resolved before such schemes can be undertaken on
a large scale. Legal constraints, buildiag standards and
bye-last finance, preferences and diglikes of the commumity
are only a few. This. is & major constraint in the house
delivery system that needs urgent investigatiou.

It 18 evident however, that a large perceﬁtagé of the popula~
tion falls into this segment of the market mentioned above aud
should provision mot be made to accommodate these people,
uncontrolled squatfing will be the result.  Residentfal
developments in this inc_omé group will have to be’ acﬁépteﬂ as
. part of the urban set-up and much attention by project
‘managers and other prbfessiaﬁaia will in future have to be
| direc.l:ed_ at the problem of addressing the needs of these
people. | |

The issues highlighted above have importapt implications for
the structuring of urban development projects.

9,5  SOCIAL INFRASTRUCTURE

' The emphasis up to now has beem on the provision of housing
for blacks. Soclal iInfrastructure bae recelved lirtle atten—
tion. In paragraph 2.3;4 it is said that the development of
soclal infrastructure in South Africa’s urban areas has fallen
way behind demand. It is evident as one drives through the
newly ‘created urban black resident{al areas, that the
construction of schools have not kept pace with the
development of vesidentisl unlte., Through the anthor’s
involvement with urban dovelopmeﬁt in the OFS5 Goldfields, it
has become evident that the Department: of Educatfon and
Training will not nearly be able tn comBtruct the number of
schools nécessary to meet the existing_ backlog. The eituation
is bound to deteriorate oven further in future.
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The bac.klog in achools is only a sympl:am of the lack of soclal
infrastructure in the black urban areas, ot'.har socf.al :I.nfra-

structural elements such as health fanilities are Just: as"

badly af fected.

The basic prnblem is a lack of funds, especially for those
social infrastructural 'eleme_t’its of a seemingly lower priority;

Project managers responsible for the manage;ment' of large urban

devglopment projects cannot disregard this i's'stia. Although

this matter is not easy to address, it cannot be ighqrad.' It
" 1s often necessaxy to appueach the problem in {unovative WEBYS.

For instance, the pri?atisat:[og' _ of scﬁnul construction is o

presently being considered by the authoritles. The concept ig

that the private scctor will undertake the erection of schools

with owm finance, and that the facilities will be'leas_ad ba_cl:
to the department. It is of prime importsuce that the project

manager is proactive in pursuir~ these issues, for if he does
not undertake this, the chane , are that the provision of.

soc:!.al infragiructure will lag far behind with serious con-
sequences for the develppment of 'bal_anced cltias,

Local authorities are often responsible for the provision of
mich of the social 'infrastructure' for the area under tﬁheir
jurisdiction. However, they seldom have the fimancial means to
provide in this need. It is thus a sound development principle
to impose a levy on the development of stands by privite
developers. The levy can for imstance be based on a differen-
tiated charge per square metre that varies. sccording to the
seiling vrice of stands. It is important howavef, that theae

monfes be pald into an endowment fund that ‘is - utilised

exclus:[vely for this purpes?, The fund should be subject to
regular awditing to ensure that it is not u_sed for any nthex
~ purpoge apart from the purpose for which it was created.
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9.6  OTHER DEVELOPMENTAL CONSIDERATIONS 0

S 9.6.1 " Rate of Dévelnpment

Chapter 1 showed that there is a huge-bgckldg'in'the provision
of housing and other services for the black urbsn areas.
Virtually all South Africa's urban areas have récently |
embarked on ambitians expansion programnes, often simii:lg to -
 cateh up with tha backlug in a mal:ter of two or three years.
Experience over the last two ‘yearse have ghown = that
develo.pmen_t .'inﬁai:iab-ly' takes place at a much _sl_d_wer. _rat:ﬂ' than
. what was originally hoped for. Figure 4 depicts the plamned
‘ratg bf_huuse cdﬁatrugtion agéinst:the actual fate ach;aved-in 
Thabnng {refer to the case study in chapter 5). |

'Thabong houses mostiy mine workers, gmplbye&_by the goldmines
1in the area. The Anglo American Corporation 1s most active in
 this avea and most of the gold mines belomg to them. AAC has
‘been vety proactive in encouraging the development of Thabong.
Not only have - they prbv:f.de_d- active. ‘support - to ‘the 'l'ov_m' _
Cémnc_il in their deirelopmgnt. effoi:_{:'s s but they have ‘mot
- hesitated to use 'political and business inflnEnces at theﬁ
highest levels to ensure that ‘housing is provided at the
maximum rate poasi‘ale. Despita a1l this continuous effort,
developmenz haa taken place at = rate conside;ably slower than_
what was hoped for. ' '

This can be attributed to a combination of a number of

reagons which fall outside the scope of this report;'What is

impt.artﬂnt' ‘however, 18 ¢hat this pattern appears to be

repeating itself virtually without exception, thtoughbut South
Africa, It can fnrl:hermora be expected that the sltuation may -

even . worsen with the current rise in interest rates, and the
~ zoncomltant lawering of affordability levels
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This has serious fimaoclal . consequences fof the loecal
authority who has not planned for such a scenario. Loeal
asuthorities are generally raqunsiﬁle.for the provision of
bulk services to open up development areas. Should an
authority install services in anticipation “of -developuent
talking place at a certain rate and should the-devgldpmmnt not
materialise, the authority remains liable for the interest and
capital repayments on imvestments that do not generate
adequate income to wartant the capital outlay.

Project managers should plan for such a scenavio by  firstily
apﬁlying scenario planning::and testing through sensitivity
analysis for the financial lapact of low rates of development."
Secondly, local authorities should structure.their agreeménts
with developers in such a manner_that the risk to the local
authority is minimised, ie developers should be tied down to a
pre~deternined rate of development and should be penaiised if
this rate is not achieved (refer to paragraph 9.6.2).

Thirdly, the project menager should be proactive im plamning,
monitering and controlling the rate of construction in order
to take preventative actiuu_should variances from plan be
detected., |

9.6.2 Agreements with Developers

Land availability agreements andfor services agreements
between local authorities and private developers are regulated
by the Black Communities Development Ameudment Aet of 1986.
Lawyers have virtually standardised these documents. It is
important, however, to note that the reguirements of the law,
as well as the way in which the agreements are mostly drafted
by lawyers and approved by local authorities and the Provin-
cial Administrationa, do not necessarily protect the interests

_ of the local 3uthoritieé. In the author's eiperience, the _

legal professions are generally only concerned with the'legal
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requirements of the agréements, with little regard being pald-
to project related risks and the financial dmplications to the
local authorities. '

Agreements can in general be regarded'as_fhe formalisation of
the division of risks between contracting parties. Project.
‘managers should tbus ensure that the interests of the local
authorities that they represent, are protected, .eBpeciaily

_ with regard to the rate of _develbpment, . the _pa&menﬁ of
penalties to cover the local authority for expenditure
incurred, as well as income forfeited, responsibilitles for
the installation of services and the standard of services to
be installed. '

It has been found that de#elopers'Are often very eager "to
ohtain lgnd for dévelopment, but once land is allocated to
them, they often do 1little to proceed with davelopmeut until
conditions suit them. This may take years. Project managers
should'héiawara of this and should protect the local authot-
itiesfagaiﬁst exploitation af'thia nature. |

Whera residential developments are undertakan' by private
developers, it has been found that the size of the development
should generaliy be in the order of 50 to 100 erven, with a
maximum of 300 erven, although the capabilities of the devel-
oper and the - nature of the development will ultimately
determine the .appropriate size. It dis ~ecommended that
agreements should be structured in such a manmer that an
incentive ila provided to the developer if he pefforms well,
For instance, a develop~r should rather be allocated s smaller
nuwber of erven.with the understanding thit an additional
allocation will be made should his performance be

satiafactbry.

9.6.3 ) Phasing :

Phasing of develdpmentlis congiderad tc be one of the moat.
appropriate means of wminimising risks. In practice it has been

103/0001.1



. 153 o

found that urban development projécta (both Iresidential :
development and eﬂgingering gervices projects,'éspecially bulk -
services projects) afe genaraliy undertaken in phases that are
too large. Should the rate of development ‘be slower than
anticipated, 1arge.phases will generallf magnify fha problem,
~ On the other hand, the risks associated with-améller phases
are also smaller. The problem of phases that are.taﬁ large has
been reinforced by the  author's experience on a number of
projects and this point cénnot be dver»emphaaised..

The capacity of ‘bulk services can only be increased in finite

" stepe (DBSA internal report, October 1987}, This'implie$=tha£_
there is spare capacity in a service supply eystem, nnless'thé
capacity gxactly equals supply or an 'overloading- situation
occuxs (fefér to figure 7).

For privaté sector investments the most appropriate sequénte
of capacity expansion is the one that results in the lowest
total present worth cost for the life of the facility. In
public works, undertaken in the énvironment pertalning to

black urban'develdpment,.a'éasa could pessibly be mada out for '
keeping present day costs as low as pdssible; even though this
ﬁay result in an dIncreased cost in terms of total present
worth cost over the 1life pf the facilitj. (DBSA internal
rapart, October 1987). '

Lower present day costs can be achieved by Implementing
smaller capacity increases more frequently, This implies that
today's consumers will not pay for unused capacity that wmay
only be taken up by future cousumers. In addition, the financ-
ial risk associated with smaller capacity increases 1s also
smaller. The electrification of Soweto is an example where too
large a capacity has been provided at the outset. Although the
project had been undertaken in the early 80's, the capacity of
the system is not even today fully taken up. This means that
.the current users have been paying for capacity that they are
not utilising, | o E ' .
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It is believed that the project managet could'play and import-
ant role 1n'enbouraging a more appropriate'appruach towarda
the phasing of services, in the interest of a minimisatibn_of
riaks_aud a lowering of present day costs to the end corisumer.

9.7 ENVIRONMENTAL ISSUES

What has until recently been overlooked woridwide in technical
assistance to devélbping counﬁriea by the aid#giving'déveloped
countries, Is the impact of techono-economic development upon
natural systems and the humar environment, The bepefits of
developmﬁht are too often canrélled by ecological and social
disruption., Much of this disruption can be seen as irrevers-—
‘ible if changes are not male Jumediately.

South Africa should learn from the experience of the rest of
the world. In other developing ccuntries it was Found that
Hue to an over-gmphasis on economic development, nothing was
done to preserve the qualiﬁy of the environmeﬁt. The envixon—
ment was cuﬁsidered.an aesthatic concern of the rich that poor
countries could 111 afford. The idea was that, having
achieved economic growth, the éttentiun could then be turned
to the less pressing issues of protecting and reinstating
environmental quality; Now enviropmental decay ir generally
vecognised as a direct and wounting cost (Urban Edge, June
1989).

Very little work, if any, has been done in South Africa on the

‘¢reation of urban areas for the low incowe groups with a
concomd tant objective of minimisiﬁg the negative fwpsct on the
environment. From obseérvations it is clear, however, that low
income urban areas often have a considerable negative impact
such as the pollution of streams, pollution of underground
water yesources,; pollution of the alr, as well as negative
impacts caused by waste disposal dumps. |

‘The author is thus of the opinion that an environmental impact
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agsessment (EIA) shauld form part of the plauning process ~v.nd '

'project mAnsgers should actively encourage the use of EIA')S.

The challenge is to manage EIA's such that a positive |
contribution to urban development is made in a cost effective’

| manner.

9.8  IMPLICATIONS FOR THE PROJECT MARGER

‘Within the context of urban development Iz the first world,

project managers are mainly concerned with pfoj_e_ct goals an_d
cbjectives that  are easily definable, TIn this environment,

" project objectives maiﬁly’revo]ye around the three fundamentﬁl'

objectives of time, cost snd guality. Furthermore, in this

environment , '-proj'ect goéls ‘and objectives are usually given to

the project manager and-it is then his task to manage them.
In the context of urban develrapment ptojects inm SA's develop-

'1ng axeas, _project abjectives are :seldom well ﬂefinad

{MeCutecheon, 1980), Even when-thEy are, they are_mufe'often
than not defined su_b—optimally. The project- ménager should

‘thus be im & position to uoderstand developmental _'

eonsiderations and be gble to _franslate' developmeﬁt
considerations into appn .~ ite projecT goals and objectives,

taking inter alia the factors identified in this chapter 1nto

accmmt when doing so.

In the author's experience the ahove approach requires

considerable more input and effort into the preparation stage

of prejects than what is normally the cage, Projects s&re

often commenced without :he nacessary-pfeparatory work having
been doue. Clieunts and-éngineers:must_accept:that:projects
undertaken in a developing environment invariably takg longer

and require more input befare actual design and constructinn--

can commence .,
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9.9  SIMMARY

The issues discussed in this chapter are of such & general
pature that they are not always considered tv be the TESponsS—
1biiity of civil enigmneers, but they nevertheless have a major

" influence cn the success of urben development projects,

The scafﬁity of land for urban development and tha.rgiatiﬁw'
“high prices that have been paid by the private sector Ffor

land, mean that the low income groups have virtually been
excluded from being accommodated on land owned by the private

sector. The lack of bulk Infrastructure for the opening of new
land for ufban development is an additlonal complicating issue
that contributes to the scarcity of land aﬁ& the concomitani
unability of finding fand suitdble for the low iucome groups.

- Where such land is fouud, it is uswally located om the peri-

phery which hae serious negative implications for the succesy-
ful integration of the low income groups imto urban economies.-

Private sector has up to nnw'dnly addressed the housing needs
of the high income groups, that is for hoﬁsas_abova R30 GO0,
which represents the top 13% of the market, However, the
biggest demsnd for housing lies in the market for R3_500'ta-'
El5 000 houses. Unfortunately this wmarket i1is not being

addressed by the private sector on any significant scale, The

only two actors in this category is the National Housing
Commission and the South African Housing Trust which axe
government and semi-government organisations whe de not have
the capacity to address the total demand for housing in this
category, In addition, the attitude of msny local authorities
is such that they do not allew low income developments in the
areas of thelr jurisdiction, '

4+ large proportion of SA's black .pnpulation- can .only be
accammodated in site and service schemes and in starter homes.
Finance for such schemes are however mot readily. avaiiéble.
The same appliEL to the avmilﬂﬁility of finance for additions
to existing dwellings.
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The above are some of the major constraints in the wurban

~development process that have wmajor dmplications for the o

management and structuring of. projects and should be taken
inte aeccount by project managers responaible f£6r projects in

this environment,

There is a2 general backlog in the provision of social Infra-
structuré-for the black urban areas, This is such an.impcrtant
element of the urban fabrie that it requires specdal attention
and ionovative approaches by project managers who should,
wherever possible, regard the oprovislon of sociel
infrastructure as part of their managerial responsibilities,

It bas been found ﬁhat the rate of vesidential development ig-
often much slower than originally planned. The result is often

- & perious financial burden on the local authority. It is thus

important that project managers involved 4in the planming of

axtensions to urban areas, should apply the basic principles

of risk mavagement In order to protect the lInterests of the
loeal authorities.

Lo¢al authorities are often at the mercy of developers. The
project mamager can play an important wole in ensuring that
the local authority’s interests are taken Into consideration

~ when agreements betweew local authorities and developers are

drafted, Risk assessment and the adequate protection of the
local authority against unforeseen circumstances are fmpor-
tant considerations when such agreements are drafted.

It is beldeved that the optimum phasing of sexvices as part
of a rigk management and cost reduction strategy, is an
important avenue thatt is& often under-utilised in urban
development projects. In. the author's experience, uarban
development projects aré mostly undertaken in too large phases
which implies that a= unnecessazy'finéncial burden is placed
on communities for services capacitles that are under-utilised
for an untecessarily long initial peried,
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The environmental :I.mpact of urban develnpmant, especially for
the low income groups, has almast been totally neglected up to'
now. Experience in ot_‘n_er. countries has indlcated that
environmental neglect ganérally becomes & direcf: future cost
to urban autﬁoriti_es. The 'iﬁsue of the envirommental impaét'
- of urban development can no longer be ignored in South A.frica;.
R | . . o | . . . C . ’ | B
‘The project manager should  addresa these, and other issues
referred to in this i:epurt, either through the . appropriate
'stmcturi,ng of projects i.e. by emplnying projects as vehicles
for _reachiug developmet_ltal objectives or through the direct
i':.'ﬁvolveﬁleut: in  developmental matters, It is  furthermore
'helie\red thét the formmlation of appropriate goais Cand
ob;}ectives* are critical -for  the success of any proaect
‘uhdertaken in this euvironment. '

'l‘ha {ssues cnvared An this chapter are, in the author's
] exl:-erience, some of the most important technieal, environ-
mental and project related issues thag ave gene‘x'ally found in
urken development projects and . that have an important
influence on the success of such projects, It is bel‘levéd that:
project managexrs :i,nﬁolve'd_ in urban development pfojects and in
the urban development- process, should be aware of these issues
and should asctively plan, manage and structurs projects to
‘limit the nefjative influence of these 1ssues on the financ‘ﬁ_.al,
and the general success of thedr projects. '
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CHAPTER 10
SUMMARY AND CONCLUSIONS

The objectives of this report as state’ in the introductory
chapter were two-fold: firstly, to provide an overview of
aspects that are considered velevant to an understanding of
the urbanisation process, and secondly, to identify and review
-the most critical factors affecting.large urban deﬁelopment
projects. These aspects are summarized in paragraph 10.1,

However, the problems - identified during the -inveétigatiqn,-

especially those manifested by the case studles, have. far
| reaching implications Ffor the civil engineexr involved in
urbanisation; ‘The second part of this chapter Ehus contains
some'conclusions_onihcw these factors impinge on the role of
the civil engineer who is responsible for the management of
orban development projects.: ' '

10.1  GRITICAL ISSUES

Chapter ? was concerned with providing an overview of some
impprtanc socio-economic considerations pertaining to black
urbanisation. It was conciuded that the developing urban
areas would probably in futﬁré be iucréasingly characterised
by: '

- a £ast growing urban pupﬁlatioﬁ, especially in the
metropolitan aress '

- a pignificant increase in unemployment among both skilled
and unskilled iabour = .

- an increase io poverty

- large béckloga in both housing (especially foi the lowest
income groups) and social infrastructure.
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Chapter 2 furtbermore suggested that the term ‘fdevelopmentri

ghould, in the cantext of _black' utban development, . _alwéys_

_inclu&_e soclal. and economic factors in addition to phys:li;al

developmént considerations. This implies that engineers must -

understand, and take into cons:lderat'inn, the broader.

dé‘valoﬁmen_t issues in tﬁé- structuring of projects}' This was

borne out ia chapters 4 and 5 where it was showd how a too
narcow approach to development projects could ultimately lead
to sub-optimal projects or-even project failure.

| Chapte_r 3 coptained a .brief overview of the policies and

approaches of some organisagions involved in development. It

“econcluded that the socio-economic comditions, the current
palirical empowerment of the masses, and the emergence of
inexi:er:[enced -clients with a new appriach to _'daveilopmnl: s :
dictated a shift é.way from first world type pro;i-a.ac_t’s to -

projects undertaken with due consideration of the realities of
_l:ha gituation, ' '

The overriding conclusion from the case studies in chapters &
and 5 was that, while technical aspects wers generally well

_ addressed by eivil anginée.rs, projecta in the developing yrban

areas were often jeopardised by ilssues that had tradit:loﬂal]_.y :
been -__c_onsidered to be on the 'perip'hery of  development and

outside the scope of the civil engineer's reappnaibili:ieaa
Taking into account the t‘:amparaf_:tvely high level of technpical
expertise among clvil enginesrs, there was a far higher risk
of money being squandered through the wrong approach to

devéiopm_rmt projecta, than through technological ervor. The.

case studles ldentified a number of aspects that should be

taken dinto account in the structuring of large wurban

development projects. The issues ildentified were grouped ‘as
follows: - ' '

-  socio-economic / development planning matters
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- urban'managerial considerations
- urban financial issues
- technical, environmental and project related issues.

Thege aspects were explored in more detail in chapters 6 to 9
whers practical approaches for overcoming - the  issues
identified, have been suggested. ' '

South Africa's urban areas have in the past been developed as
dormitory towns. Thia,'coupled.with the current emphasis on
physical .deVelopment, created 'the danger that urbaa areas
could continue to develop into unbalanced entities., Chapter 6
therefore'suggeéted practical approaches for the undartéking
of gocio-economitc / development planning'in.order to provide
an all encompassing framework for the development of black
towns and cities. It was concluded that engineering projects
should be structured in support of the overall goals and
ubjectives'emanating from_devaldpment plans and should not be
underfaken on an ad hot basis as was so often the case in the

past.

The mpost commpn request from iucal authorities is for physical
projects; the appgoach adopted by engineers and others, is
usually an emphasis on the provision of hardware. However, in
South Africa's developing urban areas the legitimacy of .black
local authorities nnd the capacity of local authorities to
wmanage thelr own affairs, =are by far the mﬂst. Impoytant:
factors constraining development. These statements were
substantiated in the two case studies in chapters 4 and 3 of
thlg report and the subject was further explored im chaptex 7
where practical approaches to, inter alia, tha. fpllowing
matters were suggestad: '

~  the strengthening of loecal authrrities | through
development projects ' '
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- ' community participation
= consideratidns= pertaining to __the.' maiﬁﬁgnance and
operation of infrastiucture ' I ' .

- privatisation of local -authdrity functions, -

 Chapter 8 concluded that South Africa’s black local author-
ities were dn a dire financial position a_nhd aimo'sfail of them
were 'teChnically. bankgrupt. Fufthermore, the extent of ‘the
expanaions to the black urban areas and the associatad costa;
| Were uften so large that the lImpact on the financmal position
of the local: aur.horities could mot be :Lgnored. Engineering
projects ghould t:herefore be atrum,ured to take mccount of
this. In addition, the follnwing must alaa_ba_conaidered:-

<  maintensnce and operation costs -"o'f_ - ;Lnfrhstruct{zr_:u
facilities : n '

- cost recovery mechanisms
- ihnbvatiﬁe fiﬁaﬁcing alternatives
- the drafting of long term lnvestment and financing plans.

Whereas engineers tend to focus on the-téchﬁical'conteht, and
‘project nianagars on the traditional time; cost and quality
| objesnivas of pro*ects, it has been found that in a&dition to
2 lack of managerial espertise and the dire financial puait:lon
of locul authorities, the most critical issues determining the
ultimate success of projects, are in fact factors _w'h_'ich: have
not usually been central to engineets"techuical concefns;
guch ag: - o ' .' |

- the non-availability of land that is affordable by the
low income groups '



164

- the nnn—avhilabilizy.af afqudable bulk 1nfrascrﬁ¢tﬁ;e

~  the non—availability of bond financa for the ‘bettom 852
_of the housing market. ' '

- the negative ar.t:[_"tuda "of local '-authorit_ies . towardg

develop_ment at a low level of sexvice, which c_a:_:' largely
e ascribed to inexperience and a lack of mauagerial
. ¢apacity and :lns:tght into development pznblems and 1oca1
' authority finanetal considerations :

- ~the 'inab-:'tlity of the privat’e éectb" “ad public pector :
- alike to undertaka site aud service sc.hemes tu maet: x:he- _

needs of a large portion of the market

- the leck of finemce for gocial infrastructure

-  an dver-as_jtimatidn in I:hé rate of '-alopment_ ‘and a
concomitant Jjoappropriste - phaslng . bulk _-_Sei:vic_e.a '
provision - - S .

- iﬂappropriate ag.retéments. between local authorities and
private sector developers ' '

-  environmental ﬁonsiderations;

These matters have been described in chaﬁ»tgr 9, - The two case

studies substantiated 'thai:. if projects 1iighsn:«e to bhe optimally
successful, the above aspects must be takenr into account in
the structuring of ail large urban expamsion projects.
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10.2 IMPLICATIONS FOR THE CIVIL ENGINEER”AS_?ROJEGT
MANAGER - D

It was not an objective of this investigation to esplore the
impiications .for the engineer in great depth. It is thus
reconmended that the issues didentified below should be
investigated furthex, possibly through _quther theses or
investigational projects. | ' | | |
The eivil éngineer as projéét ﬁanager who is involved with
large scale projects in South Africa's developing urban
comhunities and who 1s interested in the long term overall
sucecess of his projeﬁts, must in addition to technical
~matters, fbhus his attention on issues that would, in the
context of tha developed sector of our community, be
considered as falling outside his sphere of influence, He
should furthermore take into account the faet that  civil
engineering projects are only an element of urban development
and that projects do not stand in isolation but are undertaken

in support of a comprehensive development process.

What is at stake iIn South Africa's developing urban areas is
the creation of.balanced cities, and as cities are complex
entities, all éontributing- elements should be addressed
equally. Apart from the management of individual projects,
project managers shonld thus be focusaing'on the process of
managing trban pgrowth, thereby addressing, amongst other
matters, the critical issues identified in this report., In
this context it 1s necessary that engineers should be able to
perform a managerial role in this multidisciplinary planning

process.

Project managers should understand how projects fit.intb the
development process and how pxojects could be structured to
act as vehicles for development. In addition to agpiring to
tomplete projects that are technically sound, engineers should
aim to create projects that will'contribuﬁe maxiﬁally to
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developmeat; Projects that are incorrectly_strﬁﬁtured could
iead-to the‘squaﬁdgfing of more money (in economic terms) than
prhjectsfthat'are_technically'subwbptimall(Whll,.1988). This
iniplies that projects shopld be seen within a development
‘context and that goals and objectives ghould be ﬁnmpatibie
with, and im support of overall developinent - goals and
objectives. - '

In contrast to first world projects'where project goals and
objectives ere handed down te the project manager, project
managers active in a developing environment, more often than
 not, have to set thelr own goale and objectives (McCutcheon,
1980). It is believed that. prdperly_ defined goéls and
olijectives are the key to.pptimally gtruetured projects. ' Such
aﬁ approach necessitates considerable imput at the project
pfeparation stage and it should be accepted by promoters,
" clients and professionals alike, that the preparation stagé of
_prodecté_fequi:ea_cohgiderabxy mote time and eneigy from a"
multi—diséiplinary piénning team, than'wha; is currently the
norm.

In spite of what has been sald above, engineers' traditional
responaibility for creating projects ehat are téchnically '
sound, should in no way be belittled, This must always be a
prime responsibility for any engineer. Howe#er, project
wanagers who limit their involvement to this dimﬂnsion-alnné,
will not be optimally successful in their task. It 1s of the -
utmost imﬁortance that the project manager should concern
himself with the wider development issues and with development
policy formulation. ' |

In the context of South Africa’s developing urban areas it is
not sufficient for civil engineers to be project managers in
the traditiopal semse of the word, but rather development

MERAZETS .
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The above requirss an enginear w:[.th specific. interests and
someone who has had apprapriata training and re~orientation.

~ Training and. re-orientation are regarded essential as many

engineers involved im ‘urban development ' do.  mot fully
appreciate the effect of changing circumstances on their role..
Wall (1990) confitmed this view when he sald: = ".,. many
constructional professionals do no't:"understand or even profess
to wish to understand the non-technical context of their.
profeﬁsianal work, % ' ' '

It is therefdre recommended that:

- the aspects identified in this report be brought ianto the

curricula of engineering education

- the aspects identified be disseminated to practicing
'~ engineers through saminara‘ and courses, - The objective
.ahould be that considetaticn of thesa -isaﬁgs . be

' the concern of all conaulting firms, project management
companies, cliemts and contractors who are engaged on
large infrastructure projects in the developing urban

&reas.

Iﬁ is recommended-thaf the civil engineering profession, and
specif_icé.lly ‘the project _mandgement discipline, should give
urgent attention to alternative strategles for addressing this
all important matter, For if engineers do not rise to the
challenge of adequately' addressing deﬁelapment: needs, the void
i bound to be filled by another &isciplime. This would
result in engineers not taking the opportunity to provide the
leading role ﬁhich they could play in urban - develﬁpment by
virtue of thelr critical role in the provis:lon of the
infrastructure for a rapidly urhanising snciety.
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