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Cities’ perspective on urban 
investment 

Sibusiso Sithole, City Manager of eThekwini Metro
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Focus	
  of	
  the	
  presenta/on	
  is…	
  

•  To	
  define	
  the	
  construct	
  of	
  urban	
  investment;	
  	
  
•  To	
  iden/fy	
  drivers	
  of	
  urban	
  investment;	
  
•  To	
  present	
  challenges	
  and	
  opportuni/es	
  facing	
  ci/es;	
  and	
  	
  
•  To	
  deliberate	
  on	
  what	
  is	
  expected	
  from	
  us	
  as	
  ci/es,	
  but	
  
also	
  what	
  we	
  expect	
  from	
  both	
  the	
  na/onal	
  sphere	
  of	
  	
  
government	
  and	
  investors	
  to	
  facilitate	
  urban	
  investment	
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Defini/on	
  of	
  urban	
  investments	
  

Urban	
  investments	
  are	
  about	
  transforma/ve	
  public	
  and	
  
private	
  investments	
  in	
  city	
  spaces	
  that	
  have	
  a	
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Urban	
  investments	
  are	
  thus	
  cri/cal	
  to	
  
assist	
  ci/es:	
  

•  To	
  improve	
  access	
  and	
  mobility	
  ito	
  integrated	
  transport	
  
network	
  systems	
  and	
  sustainable	
  human	
  seClements;	
  

•  To	
  achieve	
  an	
  inclusive	
  economy	
  that	
  contributes	
  to	
  
sustainable	
  job	
  crea/on	
  and	
  poverty	
  eradica/on;	
  

•  To	
  provide	
  sustainable	
  urban	
  infrastructure;	
  	
  
•  To	
  sustain	
  city	
  revenues;	
  and	
  
•  To	
  improve	
  urban	
  governance	
  and	
  spa/al	
  transforma/on	
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Age	
  of	
  	
  
urbaniza.on	
  	
  

Rise	
  of	
  ci.es	
  as	
  
engines	
  of	
  
economic	
  
growth	
  

Urban	
  
infrastructure	
  

gap	
  

Urban	
  investment	
  is	
  driven	
  by	
  a	
  
confluence	
  of	
  three	
  trends	
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WHY	
  CITIES?	
  
Urbanisa/on	
  -­‐	
  Global	
  Phenomenon	
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WHY	
  CITIES	
  
Economic	
  Reality	
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There	
  is	
  a	
  huge	
  infrastructure	
  investment	
  
gap	
  but	
  more	
  investments	
  are	
  expected	
  	
  

It	
  is	
  es/mated	
  that	
  about	
  $40	
  trillion	
  is	
  expected	
  to	
  
be	
  invested	
  in	
  the	
  next	
  20	
  years	
  globally	
  and	
  mostly	
  
in	
  ci/es	
  or	
  to	
  support	
  ci/es	
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eThekwini	
  Example	
  
	
  
•  In	
  2013	
  the	
  largest	
  por/on	
  of	
  assets	
  by	
  value	
  
	
  had	
  70%	
  of	
  their	
  Useful	
  Life	
  consumed	
  

	
  
•  By	
  2015	
  this	
  had	
  moved	
  to	
  about	
  78%	
  

•  This	
  has	
  far	
  reaching	
  implica/on	
  in	
  terms	
  of	
  
the	
  costs	
  of	
  replacing	
  these	
  assets	
  

	
  

Infrastructure investment gap 
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Nega/ve	
  externali/es	
  facing	
  ci/es	
  

•  Characterised	
  by	
  low	
  density	
  
urban	
  sprawl	
  leading	
  to	
  
increases	
  in	
  cost	
  of	
  travel	
  and	
  
/me	
  to	
  travel	
  

•  Growing	
  Basic	
  Service	
  Backlogs	
  
•  Growing	
  informality	
  
•  Pervasive	
  poverty	
  

unemployment,	
  inequality	
  and	
  
social	
  ills	
  

•  Decaying	
  infrastructure	
  
•  Environmental	
  degrada/on	
  

•  Fragmenta/on	
  of	
  func/ons	
  
between	
  spheres	
  of	
  
government	
  

•  Restric/ve	
  fiscal	
  environment	
  
with	
  an	
  imbalance	
  between	
  
consump/ve	
  and	
  produc/ve	
  
investment	
  

•  Over	
  regula/on	
  
	
  
	
  

SPATIALLY	
   INSTITUTIONALLY	
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Notwithstanding	
  these	
  challenges,	
  our	
  
points	
  of	
  departure	
  are…	
  

•  That	
  South	
  African	
  ci/es	
  individually	
  and	
  as	
  a	
  collec/ve	
  have	
  
done	
  and	
  con/nue	
  to	
  do	
  immensely	
  well	
  in	
  rela/on	
  to	
  
delivery	
  of	
  services	
  since	
  our	
  democracy	
  

•  These	
  ci/es	
  are	
  endowed	
  with	
  excep/onal	
  human	
  capital	
  
that	
  can	
  technically	
  compete	
  with	
  the	
  best-­‐in	
  class-­‐ci/es	
  in	
  
the	
  world	
  

•  They	
  are	
  generally	
  well-­‐managed	
  and	
  financially	
  sustainable	
  
•  Have	
  collected	
  numerous	
  interna/onal	
  awards	
  to	
  prove	
  their	
  
prowess	
  and	
  compe//veness	
  -­‐	
  which	
  put	
  them	
  in	
  	
  
commanding	
  heights	
  to	
  aCract	
  investments	
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Our	
  constraint,	
  however,	
  is	
  that:	
  

•  The	
  South	
  African	
  economy	
  is	
  not	
  performing	
  in	
  line	
  with	
  its	
  peers	
  and	
  
commensurate	
  to	
  people’s	
  needs;	
  and	
  	
  

•  This	
  places	
  a	
  burden	
  for	
  ci/es	
  to	
  grow	
  at	
  double	
  what	
  they	
  have	
  
recorded	
  thus	
  far	
  if	
  the	
  country’s	
  economy	
  is	
  to	
  grow	
  sustainably	
  to	
  
address	
  inequi/es	
  in	
  income	
  distribu/on,	
  unemployment	
  and	
  poverty	
  
especially	
  in	
  urban	
  areas	
  

	
  
	
  

THE	
  QUESTION	
  IS	
  HOW	
  DO	
  WE	
  ENABLE	
  CITIES	
  TO	
  BETTER	
  PLAY	
  THIS	
  ROLE?	
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Opportuni/es	
  
•  Smart	
  Ci/es	
  dividend–	
  Internet	
  for	
  Everything	
  is	
  going	
  to	
  influence	
  the	
  way	
  

ci/es	
   provide	
   services	
   from	
   policing,	
   traffic	
   management,	
   pavement	
  
management	
  and	
  demand	
  management	
  for	
  water,	
  sanita/on,	
  electricity	
  and	
  
public	
  transport	
  

•  Resilience	
   dividend	
   associated	
  with	
   how	
  we	
  deal	
  with	
   climate	
   change	
   and	
  
the	
  green	
  economy	
  

•  Urban	
   dividend	
   resul/ng	
   from	
   enhancing	
   peoples	
   capabili/es,	
   a	
   more	
  
resilient,	
  produc/ve	
  and	
  job	
  crea/ng	
  economy	
  and	
  making	
  city	
  spaces	
  more	
  
liveable	
  with	
  greater	
  social	
  integra/on,	
  safety	
  &	
  access	
  to	
  opportuni/es	
  

•  Rollout	
   of	
   Integrated	
   Public	
   Transport	
   Networks	
   as	
   key	
   spa/al	
  
transforma/on/restructuring	
  elements	
  

•  Capitalising	
   on	
   investment	
   programmes	
   associated	
   with	
   key	
   na/onal	
  
infrastructure	
  (SIPS)	
  

•  Ci/es	
  have	
  iden/fied	
  cataly/c	
  projects	
  at	
  various	
  stages	
  of	
  implementa/on,	
  
which	
  require	
  financial	
  support	
  from	
  investors	
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To	
  capitalize	
  on	
  opportuni/es	
  ci/es	
  
require	
  to:	
  

•  Raise	
  their	
  maturity	
  level	
  in	
  managing	
  mega	
  infrastructure	
  projects	
  
especially	
  with	
  respect	
  to	
  conceptualiza/on,	
  packaging,	
  scope	
  
creep,	
  cost	
  overruns	
  and	
  dealing	
  with	
  op/mism	
  bias	
  of	
  such	
  
projects	
  

•  Address	
  the	
  percep/on	
  of	
  corrup/on	
  in	
  the	
  public	
  sector	
  
•  Leverage	
  land	
  assets	
  and	
  land	
  use	
  management	
  systems	
  to	
  expose	
  

investors	
  to	
  opportuni/es	
  
•  Create	
  certainty	
  and	
  a	
  business	
  environment	
  that	
  is	
  investor-­‐ready	
  
•  Build	
  human	
  and	
  social	
  capital	
  to	
  aCract	
  investment	
  
•  Create	
  a	
  balance	
  between	
  social	
  spending	
  and	
  economic	
  

infrastructure	
  spend	
  to	
  achieve	
  sustainable	
  results	
  and	
  impacts	
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What	
  na/onal	
  government	
  must	
  do?	
  
•  Review	
  the	
  regulatory	
  framework	
  to	
  allow	
  space	
  to	
  broaden	
  

funding	
  envelopes	
  &	
  to	
  explore	
  more	
  funding	
  op/ons	
  to	
  
maximise	
  delivery	
  

•  Progressively	
  allow	
  ci/es	
  to	
  execute	
  the	
  full	
  government	
  
mandate	
  within	
  city	
  spaces	
  through	
  ra/onalisa/on	
  of	
  roles	
  and	
  
responsibili/es,	
  assignment	
  and	
  agency	
  agreements	
  

•  Streamline	
  and	
  consolidate	
  funding	
  flows	
  to	
  allow	
  ci/es	
  the	
  
flexibility	
  to	
  maximise	
  impact.	
  

•  Develop	
  an	
  enabling	
  framework	
  for	
  increased	
  partnerships	
  with	
  
the	
  Private	
  Sector	
  and	
  the	
  investment	
  community	
  

•  Improve	
  IGR	
  across	
  all	
  clusters	
  and	
  departments	
  and	
  SOEs	
  
•  Reinforce	
  the	
  rollout	
  of	
  Public	
  Transport	
  Networks	
  as	
  key	
  

restructuring	
  elements	
  around	
  key	
  corridors	
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Our	
  understanding	
  of	
  investors’	
  
expecta/ons	
  

•  	
  Sound	
  corporate	
  governance	
  fundamentals	
  
•  Stability	
  in	
  the	
  macro-­‐economic	
  &	
  poli/cal	
  
environment	
  

•  Certainty	
  in	
  terms	
  of	
  long-­‐term	
  planning	
  and	
  
budge/ng	
  approaches	
  

•  Return	
  on	
  investment	
  
•  Assurance	
  of	
  supply	
  of	
  bulk	
  services	
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But	
  primarily,	
  ci/es	
  expect	
  investors	
  to…	
  

•  Forge	
  strategic	
  partnerships	
  with	
  ci/es	
  based	
  on	
  mutual	
  
benefits	
  and	
  sustainability;	
  

•  Enter	
  into	
  ongoing	
  dialogue	
  with	
  ci/es	
  about	
  their	
  needs	
  
and	
  to	
  explore	
  alterna/ve	
  financing	
  op/ons	
  

•  Understand	
  ci/es’	
  business	
  and	
  customize	
  solu/ons	
  to	
  
that	
  environment	
  

•  Consider	
  project-­‐based	
  funding	
  for	
  commercially	
  viable	
  
projects	
  

•  Undertake	
  joint	
  feasibility	
  studies	
  on	
  some	
  of	
  the	
  
development	
  proposals	
  that	
  ci/es	
  are	
  advancing	
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Conclusion	
  

•  Urban	
  investment	
  is	
  cri/cal	
  for	
  ci/es	
  to	
  achieve	
  
their	
  developmental	
  mandate	
  and	
  to	
  grow	
  the	
  
country’s	
  economy	
  

•  Ci/es	
  provide	
  the	
  greatest	
  bang	
  for	
  your	
  buck	
  &	
  
are	
  the	
  spaces	
  to	
  realise	
  a	
  new	
  Society	
  

•  Our	
  appeal	
  is	
  for	
  you	
  to	
  invest	
  in	
  these	
  spaces	
  &	
  
be	
  part	
  of	
  making	
  	
  the	
  greatest	
  possible	
  difference	
  
on	
  the	
  ground	
  to	
  the	
  majority	
  of	
  our	
  people	
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THANK	
  YOU	
  


