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Roads and MDGs

"We will ‘have time to reach the Millennium Development
Goals — worldwide and In most, or- even all, individual
countries — -

We cannot win overnight. Success will irequire sustalned
action across the entire decade between now ' and the

deadline. It ‘itoitrain the teachers, nurses and
engineers; to-build-the roads, schools an&haspifals%to grow
the''small ‘and ‘large businesses able to create the jobs and
Income needed. So . And we must more
than double global development assistance over the next few
years. Nothing  less \m_HWi“ help _to  achieve
the Goals." e

[Kofi Annan, 2000]
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Roads and MDGs

i

Goal One: Reduce by half the proportion, of 'peq_ple living
on less than a dollar a day in 1990 by 2015.
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Roads are not explicitly mentioned but are the'spokes to the
hub [Goal One].




State of the Network

> 1.5 million km of classified roads

> Less than one sixth paved

> L.ess,than one fifth passable in all weather.
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A Comparative Picture
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Investment Gap

o
Annual requirement: 1.5-2.0% of GDP over at least 5yrs.
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A Cascade of Inefficiency
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The Public Good Delusion

Roads are a public good that should-be financed and
managed in a similar way to national defence, for instance.

The Arguments:

» Roads are non-rival and non-excludable;

» The existence of externalities dictates public provision.

— . '
The delusion is global, not just a SSA phenomenon; the
effects are, however, most pronouncedin SSA.
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Countering the Public Good Arguments

Non-Rivalry Argument: Level of Service decreases
with consumption both in spatial & structural terms —
most obvious on high'volume roads.

Non-Excludability Argument; Negated by tecHnoIogy
electronic toll collection (ETC) is a vivid example

Internalisation of externalities
private provision. S

The public good perceptigﬁ"'TsT‘

phenomenon.

not hampéred by

I"ar;c'jély a post-War

/




o

S_Coﬂ

Clo"éing the Investment Gap \wu_so".

Private Finance Option

Equity &

Service Sub-Debt Construction Investor
Finance

Special Asset Management

Procuring
Authority

Payment Third Party Equity

Debt Investor
Finance
Debt Investor

Purpose Entity Investor
|

Contract
Delivery

Construction
Contractor

Asset Manager
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Closing the Investment Gap
Private Finance Option

i

» SSA has hardly captured private finance for road' management
» The N4 Toll, SA, (1994) was the first private toll road

» Private toll I’O&d’yﬂ"rﬁﬁfed—m—Naerbl Daka#&—l:agos |

» Rail sector done much better

» Nearly 20 rail concessions agross SSA.
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Closing the Investment Gap
Private Finance Option

Road Projects with Private Finance Element

China [108]
US$15.4 Billion

ol

US$2.4 Billion

India [50]

SA[8] .
US$2.2 Billior,_




_S_C()ﬁ

.' wilso_.
Closing the Investment Gap \
Private Finance Option

Equity & Debt Markets
» Young but growing .-

» 22 stock exc,hange,s"li .
> Market capitélisation typically less than US$50 billion

» Dismal performance partly attributed to ald Inflow and

Inefficient social security |n\t|tut|ons
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Private Finance Option

Equity and Debt Markets

» Aggregation of stock exchanges — under consideration

\
| —

» Socialsecurity reform

» Government policies sympathetic to the free markét concept.
- |




_S_Coﬂ

Concluding Remarks N\

Utility enhancement must address equity and
efficiency;

. Applied science can inform the eff|C|enCy aspect but
not equity;

. To improve efficiency in road provision, prlvate
finance and expertlse are vital,

Private se 1on has been hampered —;'at a
phllosoph%%iﬂpaéy the notion'that roads are a
public good; it is a delusion that must be dlspelled

Poor equity and debt markets are major hurdles in

capturing private fmancg, _

. Government initiatives and- pro-action by-the private
sector are required in overcoming-these hurdles.
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A decent provision for the poor is the true test of

civHisation.

[Samuel Johnson]

Thahk YOou.

Fred.Amonya@scottwilson.com
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