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THE EFFECT OF PUBLIC INFRASTRUCTURE INVESTMENT ON
LOCAL RESIDENTS IN JOHANNESBURG, SOUTH AFRICA

Mzuchumile Makalima
Summary

Infrastructure investment is one of the most important prerequisites for poor nations to accelerate or sustain their
development and meet the Millenninm Development Goals (MDGs) established by the United Nations in 2000.
Furthermore, Johannesburg's future infrastructure investment demands considerably ontnumber the amonnt invested
by the government, the private sector, and other stakebolders, resulting in a large financial imbalance. Johannesburg's
government, through Johannesburg's National Treasury, has set in motion infrastructure-investment programs aimed
to continue establishing numerous economic and social infrastructure programs to boost economic growth and job
creation in_Jobannesburg. These programs inciude the RDP and NGP

320 participants were used in the research survey of this study. 160 participants, which are a total of 50% of the
sample were selected from two neighborhoods in the suburban area of Sandton City, an affluent urban section in
Johannesburg, and the rest of the 50% was sampled from Alexandra, the poorest neighborhood in Jobannesburg,
Ultimately, the Literature reviewed by this study suggests that a strong and directly proportional relationship exists
between investments in infrastructure by countries of all statutes, specifically Johannesburg. This study’s primary
research agrees with the literature on this subject as it also suggests that infrastructure investment is a key component
of stimulating economic activity and ultimately improving people’s livelihoods

AZ INFRASTRUKTURA KOZBEFEKTETESENEK HATASA
DEL-AFRIKA JOHANNESBURGI HELYI LAKOSAIRA

Osszefoglalas

Az infrastrukturdlis berubazasok ag egyik legfontosabb elifeltétele annak, hogy a szegény nemzetek felgyorsitsak
vagy fenntartsik fejlodésiiket, és teljesitsék azg Egyesiilt Nemzetek Szervezete dltal 2000-ben meghatdrozott Mil-
lenniumi Fejlesztési Célokat (MDG-k). Ezenkiviil Johannesburg jovibeli infrastrukturalis berubdzdsi igényei joval
meghaladjik a kormdny dltal befektetett dsszeget, a maganszektor és mds érdekeltek, ami jelentds pénziigyi egyen-
silybidnyhoz, vezet. Johannesburg kormanya a_johannesburgi allamkinestaron kerestill infrastrukturdlis beruhd-
zdsi programotkat inditott el, amelyek célja s3damos gagdasdgi és tarsadalmi infrastrukturalis program létrehozdsa
a_johannesburgi gazdasdagi novekedés és muntkabelyteremieés fellenditése érdekében. E programok kozeé tartozik ag
RDP é5s az NGPA jelen tanulmanyban hasgnalt kutatdsi felmérésben 320 résgtvevds mintit hasndltak. 160
résztvevdt, akik a minta ossgesen 50%-dt képezik, két varosrészbol, a jobannesburgi tebetds varosrésg, Sandton
City elbvirosi korzetébdl vilasztottik ki, a tobbi 50%-ot pedig Alexandrabdél, Johannesburg legszegényebb negye-
debdl valasztottak ki. .1 égsd soron a jelen tanulmdiny dltal dttekintett irodalom agt sugallja, hogy erds és egyenesen
aranyos kapesolat dll fenn ag, dsses torvényes orszdg, kiilondsen Johannesburg infrastrukturdlis beruhdzdsai kozitt.
A tanulmany elsidleges kutatdsa megegyezik a témaban megelent sgakirodalommal, mivel agt is sugallja, hogy ag
infrastrukturdlis bernhdzdsok kulesfontossdgii elemei a gazdasdgi tevékenység ds3tonzésének és végsd soron az em-
berek megélhetésének javitasanak.
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Introduction

Investment in public infrastructure is thought to be one of the most important elements in tackling
Johannesburg's primary socioeconomic issues of high unemployment, income inequality, and pov-
erty. The country's economic development has not produced enough jobs to alleviate these prob-
lems. Johannesburg’s government thinks that through increasing public infrastructure investment,
a Labor-absorbing development path may be achieved. A dynamic CGE analysis is used in this
study to assess the effects of increased public economic infrastructure investment on economic
growth and employment. According to the findings, increased public infrastructure expenditure is
generally favorable to Johannesburg’s economy.

Johannesburg’s economy is undoubtedly plagued with poverty, inadequate and poorly situated
infrastructure, consistently high unemployment rates, and low growth rates. Despite these eco-
nomic problems, Johannesburg has done well by global standards for the most of the post-1994
period (Presidency, 2020).

Johannesburg’s economy benefited from the surge in gold prices in the late 1970s and eatly
1980s. However, a downward trend ensued because of the gold price returning to lower levels,
political instability, and the application of financial sanctions (Faulkner—Loewald, 2018; Fedderke—
Simkins, 2019). Since the mid-1980s, the economy has been under significant strain due to sluggish
economic growth, a large budget deficit, limited foreign exchange reserves, and disinvestment
(Presidency, 2020). The administration recognized that economic conditions were unsustainable,
and in the late 1980s, discussions to address political constraints began.

The importance of infrastructure investment

The importance of infrastructure investment to a country's socio-economic progress cannot be
overstated (Percze et al. 2020). Citizens' access to markets, as well as livelihood opportunities and
services such as clean water, education, health, transportation, and communication, is hampered
by insufficient or bad infrastructure. According to the International Labour Organization (ILO),
infrastructure development is not a direct 2030 Agenda for sustainable development Goals. But
without it, many of the targets will not be reached, and sustainable infrastructure will not be built.

Infrastructure development is required for poverty reduction and job creation in developing
countries. However, fast infrastructure modernization is required for advanced economies to ex-
pand sustainably. A well-developed infrastructure enhances the general population's living circum-
stances and the competitiveness of private enterprises. For example, the most recent European
Union expansion emphasized the need of bridging the infrastructural gap between old and new
member states.

It is argued that unless new member countries build good basic infrastructure in sectors such as
electricity, gas, water, telecommunications, postal services, local transportation, and waste disposal,
the vision of a modern Europe with favorable living conditions in all regions will remain a pipe
dream.
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Infrastructure investment in developing nations

Infrastructure investment is one of the most important prerequisites for poor nations to accelerate
or sustain their development and meet the Millennium Development Goals (MDGs) established
by the United Nations in 2000. Furthermore, Johannesburg's future infrastructure investment de-
mands considerably outnumber the amount invested by the government, the private sector, and
other stakeholders, resulting in a large financial imbalance.

According to a World Bank assessment (2018), developing nations now invest 3-4 percent of
their GDP in infrastructure each year; however, to meet broader economic development and pov-
erty reduction targets, they would need to invest an additional 7-9 percent. This estimate includes
Johannesburg.

— Siate-owned companies Provincial departments
| ocal government mmmm Public entities
 Public-private partnerships #gseses National depariments
e = Pyiblic-sector infrastructure spending
Ll a
750 JI"'"' \\ - ¥ " 8
:’ e 22T &
200 I -
™ / ' ° 8
E e et ..-"-aq....-l' E
=] 4 =
& 1 i :
ar
3 o
. L
i R
0 a
@ 85 8838 EBB8E SRR LEntEs
R R A
g 8 8 8 - 58 88¢&E8 8488
La] — ™ [y L] ™ o] ™ i~ ™ ™ ™ [y ™ (] ™ (] 3] ™ ™ i
Figure 1: Public sector infrastructure spending
Source: National Treasury 2020
Rationale

The study will contribute to the body of knowledge based on current trends and challenges that
public and private infrastructure investment confronts in Johannesburg. Investors will be able to
use knowledge from the findings of the paper to familiarize themselves with current conditions in
Johannesburg and in turn gain motivation to invest in Johannesburg. This will increase their profit
margins and lastly, help to reduce the high levels of unemployment through construction projects
initiation, resulting in improved socio-economic conditions of general Johannesburg residents.
This study seeks to determine the relationship between infrastructure investment and socioeco-
nomic benefits for the people of Johannesburg. It does not only consider an investment by the
government of the said nation, but also other parties related hereto. It will be an exploratory quan-
titative study (Bhattacharjee, 2018).

According to (Bhattacharjee, 2018), exploratory research can be used to determine the extent of
a problem. This is suitable for this study as it will enable a better understanding of the issues sur-
rounding investment in the selected industry sector and determine its impact on socio-economic
benefits on Johannesburg’s people. The quantitative nature of this paper will allow the researcher
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to probe the subject with more depth using closed-ended questions. The study will adopt an action
research approach as it will be practical in nature, to find answers concerning the relationship be-
tween investing in infrastructure by government stakeholders and socio-economic benefits for the
people of Johannesburg. (Cooper—Chandler, 2020), agree and assert that action research is meant
to address complex and practical problems.

Research Objective

O1. To identify the relationship between infrastructure investment and socio-economic benefits
for the people of Johannesburg.

Research question

Q1. What is the relationship between infrastructure investment and socio-economic benefits for
the people of Johannesburg?

Materials and Method

This study adopts a quantitative research method. This method is predominantly used to emphasize
objective measurements and the statistical, mathematical, or numerical analysis of data collected
through polls, questionnaires, and surveys, or by manipulating pre-existing statistical data using
computational techniques. This method is suitable for this paper because its goal is to determine
the relationship between infrastructure investment and its socio-economic impacts on ordinary
Johannesburg residents. Quantitative research designs are either descriptive (subjects usually meas-
ured once) or experimental (subjects measured before and after a treatment). A descriptive study
establishes only associations between variables; this then directs this study to follow a descriptive
design.

Research Design

Descriptive research aims to describe a population, situation, or phenomenon accurately and sys-
tematically. It can answer what, where when, and how questions, but not why questions. A descrip-
tive research design can use a wide variety of research methods to investigate one or more variables.
Unlike in experimental research, the researcher does not control or manipulate any of the variables,
but only observes and measures them. Descriptive research is usually defined as a type of quanti-
tative research, though qualitative research can also be used for descriptive purposes. The research
design of this study will be carefully developed to ensure that the results are valid and reliable. The
design will adopt survey research.

A survey will enable this study to gather large volumes of data that can be analyzed for frequen-
cies, averages, and patterns. Certain aspects will be explored in the survey to achieve this study’s
objectives. The survey will be made electronically and distributed to a sample using social media of
two targeted groups mainly being residents of Johannesburg from the well-established areas and
those who reside in less developed sections of Johannesburg in February 2022. The areas are cho-
sen specifically because of the difference in GDP per capita in each of these areas. The areas in
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question will be Sandton and Alexandra. This sampling method will yield unbiased results because
it represents all income brackets of general Johannesburg residents.

Data collection protocol

A sample size of 320 participants was used in the research survey used. 160 participants, which are
a total of 50% of the sample were selected from two neighborhoods in the suburban area of
Sandton City. Sandton is an affluent area in the Gauteng Province, South Africa, and forms part
of the City of Johannesburg Metropolitan Municipality. The name of the town came from the
combination of two of its suburbs, Sandown and Bryanston. In 1969 Sandton was promulgated as
a municipality but lost its status as an independent town after the re-organization of South African
local governments after Apartheid ended.

The neighborhoods this study selected were Sandown and Bryanston. The remaining 50% of
the study stems from an adjacent neighborhood, Alexandra. Alexandra, informally abbreviated to
“Alex,” is a township in the Gauteng province of South Africa. It forms part of the City of Johan-
nesburg Metropolitan Municipality and is located next to the wealthy suburb of Sandton. It is com-
monly known as "Gomora" among residents. Alexandra is bounded by Wynberg on the west,
Marlboro, and Kelvin on the north, Kew, Lombardy West, and Lombardy East on the south.

Alexandra is one of the poorest urban areas in the country. Alexandra is situated on the banks
of the Jukskei River. In addition to its original, reasonably well-built houses, it also has a large
number (estimated at more than 20,000) of informal dwellings or shacks called “imikhukhu”.

Analysis

In the evaluation of the data collected by this study, each question and its respective answers are
holistically analyzed. Quantitative analysis of the results is used with the aspiration to provide con-
clusions from the observations. This data cannot be manipulated but rather perceived in a descrip-
tive sense. Statistical analysis of the data from the participants’ responses shows that in fact, only
0.5% of the sample rates infrastructure development as excellent in their respective residential ar-
eas. This thus shows a need for continuous development and maintenance.

The data also proves that 35% of the sample is of the view that employment from construction-
project initiation is at a low. This then suggests that infrastructure projects in Johannesburg are not
employing enough of the city’s residents. The data shows also that public services have lacking
infrastructure. This information addresses the poor maintenance of infrastructure by the South
African government, particularly the Johannesburg Metropolitan municipality.

42% of the sample’s respondents’ use public transport daily in Johannesburg. With that obser-
vation being made, this study also considers the maintenance routine of public transport and its
routes. The study discovers that maintenance of public roads and vehicles is seldom done in both
Sandton and Alexandra. This is owed to the fact that 61% of the respondents believe, with firsthand
evidence that this is seldom done in their neighborhoods. The effect this has then is that public
infrastructure is in a poor condition and that may pose a threat to people’s livelihoods.

Literature proves that recently, infrastructure investment has been directed toward stimulating
economic activity, and it has been identified as one of the key economic growth and job creation
drivers by the Accelerated and Shared Growth Initiative of Johannesburg (ASGISA) of 2019, the
New Growth Path (NGP) of 2011, and the National Development Plan (NDP) of 2018.
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The literature reviewed by this paper also states that Johannesburg's government, through Jo-
hannesburg's National Treasury has set in motion infrastructure-investment programs aimed to
continue establishing numerous economic and social infrastructure projects to boost economic
growth and job creation in Johannesburg.

These programs include the RDP and NGP. Ultimately, the Literature reviewed by this study
suggests that a strong and directly proportional relationship exists between investments in infra-
structure by countries of all statutes, specifically Johannesburg. This however still has not been
sufficient to address the problems surrounding this aspect. This paper, through analysis of the
primary research, suggests that the plans set out be re-evaluated by the local authorities in seeking
to address the infrastructure challenges proven by the research survey utilized in this study.

Conclusions

In conclusion, infrastructure development is one of the most important aspects in seeking to ensure
adequate socio-economic stability for residents. In Johannesburg, there are high levels of unem-
ployment and deteriorating infrastructure. This study suggests that the public sector should provide
heavy investment initiatives to provide a two-fold solution to the problems of the city. On the one
end, it will ensure better infrastructure delivery and reduce the soaring unemployment rates in the
metropolitan.

The population of Johannesburg, represented by the sample of this study relies on a lot of public
infrastructure to access essential services and to commute to their respective daily destinations.
Roads, rails, and public vehicles are however in under-impressing conditions. This then suggests a
difficulty in the moving of people within the area. The study, therefore, suggests further work on
how to better the situation. Currently, this paper does not propose a defined solution to the prob-
lem due to time constraints as the study was done in a space of a single semester. A recommenda-
tion however to overcome this challenge would be forming a committee to investigate ways of
boosting the infrastructure through employing residents.

Finally, institutions such as schools, hospitals, government offices, and other recreational facili-
ties are in poor condition. This means people of the city have limited access to good medical health
close to where they live. They do not have educational facilities that are of high-quality concerning
safety and conduciveness. These two factors, coupled with poor recreational facilities suggest that
the youth may have idle time on their hands. One of Johannesburg’s biggest problems is crime and
with schools and recreational areas not up to par, the youth is more susceptible to engaging in
criminal activity. The study then suggests heavy investment in this area of public infrastructure as
well.

Literature proves that recently, infrastructure investment has been directed toward stimulating
economic activity, and it has been identified as one of the key economic growth and job creation
drivers by the Accelerated and Shared Growth Initiative of Johannesburg (ASGISA) of 2019, the
New Growth Path (NGP) of 2011, and the National Development Plan (NDP) of 2018. This study
agrees with the literature on this as it also suggests that infrastructure investment is a key compo-
nent of stimulating economic activity and ultimately improving people's livelihoods.
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