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SA mulling new ways to unlock much-needed rail
infrastructure investment
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privaterail operators to invest, provide services and help State-

owned transport agency Transnet to pay off its debt, the most

important aspect of getting rail transport to operate at the

volumesrequiredistoinvestininfrastructure.
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Toincreaserail volumes, the country must ensure that Transnet
isoperatingwell and it must involve the private sectorin
commercial opportunities by opening up the network, says

South African Presidency project management office head Rudi
Dicks.
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However, thebiggest constraintis the state of infrastructureand
South Africamust deal with this.

“Going forward, our ability to address the backlogin
infrastructure investments and maintenance will be critical,” he
adds.

Ifrailcanbereinvigorated, there are enormous opportunities for
Transnet and the country, saysrail services company Traxtion
CEOand Africa Railway Industry Association chairperson Jamie
Holley.

The container corridor line from Johannesburg to Durbanis 710
kmandhasadesign transit time of 18 hoursusinga 50-year-old
signalling system. Transnet isusing aboutthree daysto
completethisjourneyatpresent.

“Evenwithout changingittoahigh-speedline of upto120km/h
onthestraightsand 60 km/h around the curves, our modelling
hasindicated that, by upgrading this linewith amodern
signalling solution, we can get the transit time down to 9 hours
and 52 minutes,” heexplains.

Ifittakesthree daystosendatraindowntheline, Transnet can,
atbest, invoice for services only ten times amonth, but getting
the transit time tobelowten hours can, theoretically, resultin
invoicingatraintwiceinaday, or 60 timesinamonth.

“The same train set can, theoretically, generate six times the
revenue. This is the massive opportunity for Transnet and the
country.

“Investmentininfrastructureisthe primarychallenge that the
country has, butisalsoawonderful opportunity for the



upliftment of the competitiveness of the upstream economy,”
headds.

Trains & Freight

The condition of infrastructure needs tobe addressed, as does
thelackof sufficient freight trains.

Third-partyaccess addresses the lackby tapping the private
sector tobring train capacity to the network, says Holley.

With about two-thirds of South Africa’s rail volumes being bulk
freight moved over 7% to 15% of the rail network, the only viable
businesscaseisbulkfreight, while newinvestmentsin general
freight trainsare notyet aviablecommercial proposition.

“Ibelievewe are going to see investment into the bulk sectorsin
South Africa, to startwith. But, to unlock general freight, we will
need trains to turn around quickly, for whichwe need high -
quality infrastructure,” Holley emphasises.

The Africa Railway Industry Association believes thata
minimum investment of R150-billion, and probably up toR220-
billion, willbe required to bring thenetworkbacktoits design
condition.

Transnet hasplaced the number at about R50-billion over five
years, which includes some upgrading to the signalling.

Signallingiscritical because the systemsare old and itbecomes
crucial when selling train slots and operating a scheduled rail
service,which Transnet hasnot done for sometime, says
Transnet chief strategy and planning officer Dr Andrew Shaw.



Theagencyhasanestimated outlier figure of R70-billion over
fiveyears, but thisisbased onitoperatingareduced economic
railnetwork.

“Wehavebeen trying to sustain anetwork of infrastructure that
istoobig for our needs. We are engaging with the Department of
Transporttodevelop abranch-line strategy to allow the private
sector totake upwhat theycan,” headds.

Business Case

South Africa’s growth ambitions depend on it fixing the logistics
crisis to unlock the potential of the economyby providing third-
partyaccess and thereby expandits trade opportunities, says
business organisation Business Unity South Africa CEO-
designate Khulekani Mathe.

Thebusiness community camein “bootsandall” towork
alongside government and Transnet colleaguestoarrestthe
declineinthelogistics system.

However, suitable private-sector participation (PSP)
frameworks are required to stimulate private investment on
sound commercial terms over thelong term, but these arenotyet
inplace.

Logistics runs oninfrastructure,and underinvestmentin
maintenance and development means that operating conditions
onlydeteriorate, and thishasresulted in South Africa’s current
challenges.

“If wemake theright decisions and make the right investments
onlogistics, thebusiness communitybelieves that South Africa



would growat 3.3%. This should galvanise us to collectively
focusondoingtheright things.

“We are encouraged by the prospects of the private sector
playingaroleinthis particular sector. We have moved away from
theidea of amonopoly running and dominating our logistics
system, and arenow looking at using different players to help
revitalise, modernise and create greater efficiencies in our
system,” Mathe explains.

Supporting Cooperation

Cooperation between the publicand private sectors, aswell as
amongdifferent government departments, is necessaryto
addresstherail logistics challenges. The National Logistics
Crisis Committee (NLCC) isworking with researchers, skilled
expertsand international teams, says Dicks.

“Central to our delivery methodologyis totrack progressand
ensure high levels of accountability. Transparency and
accountabilityareimportantbecause we have to talkabout the
difficult challengesin the publicdomain.

“We must be frankand open about the challenges and our
outlook. Similar to the electricity crisis, we must saywe are
currently here and thisiswhat we aim to achieve in six, twelve
and eighteen months’ time,” henotes.

Thisiswhere milestones and clear roadmaps areimportant,
Dicksadds.

Themilestones that the NLCChasreached todateinclude
establishing corridor recovery teams for five main corridors on
which chrome, magnetite, manganese, iron-oreand containers
aretransported, says business organisation Business for South



Africatransportandlogistics focal area senior executive and
NLCCmember Ian Bird.

The corridor recovery teams meet twiceamonth with Transnet
executives managing freight rail and port terminals, aswell as
with Transnet Engineering.

“Wehavealso seconded resources from the private sector to the
offices of Transnet Port Terminals and Freight Rail. More
recently, partnerships have been used to deal with maintenance,
and to carry outindependent technical assessments of the
condition of the tracks for the coaland iron-orelines.

Thereare still some sections tobe assessed, but the NLCCand
Transnet havea good understanding of themoney, timingand
work packagesrequired torestore thecoalandiron-orelinesto
closetotheirdesigncapacity, Bird adds.

Animportant milestone that was reached in Septemberis the
understanding amongbusiness, the NLCCand the Department
of Transport of what isrequired to drive economic growth and
what therequired volumes are, albeit with private companies or
Transnet operating thetrains.

“Wehave coalesced around 250-million tons that need tobe
movedbyrail,” says Bird.

Meanwhile, Transnet has substantial debt of more than R150-
billion, and debt repayments constitute a substantial portion of
its overall costs.

Shaw says thisis part of thereasonitis struggling, as ‘it cannot
facilitate those debt repaymentswith the current revenue



stream and the current volumes”, adding that aconsequence of
thisisunderinvestment in infrastructure.

However, this challenge does present an opportunity to
structure carefully designed PSP frameworks as away of
bringing resources backinto the system, and increaserevenuein
suchaway thatitcanhelp Transnet to paydownits debt, headds.

Transnetistargeting170-million tons tobe transported by rail
thisyear, althoughitis 5% below this target.

“If we can get the 250-million tons moving tomorrow, all the
train operators, including us and others, will pay track-access
charges, whichwillhelptorepayinvestmentin the network.

‘“However, our contribution, at170-million tons ayear, isnot
sufficient to ensure the networkis properlyrehabilitated. Thisis
avolumes and economies-of-scale game. The more youcan
crowdinnew operators onto the system — and thisis equally true
forports — thebetter youcanrepay the debtfor the
infrastructure,” Shaw elaborates.

South Africa’s main challenge will be to get the system to operate
at the maximum economies of scale to effectivelyand
sustainably compete and provide services.

Transnet must continue towork closelywith customersto “get
therecoveryand stabilisation right” todrive better performance
across the existing system, inaddition toalsoaccelerating the
PSP processtoachieve the volumes the countryrequires, he
says.:n
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