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Infrastructure: Too important for business leaders to ignore
Richard Dobbs, Jan Mischke, and Herbert Pohl; previously published in McKinsey & Company, Leading Edge, 2013 Number 2

Infrastructure spending could be much 
more productive, boosting global growth 
and business efficiency.  Corporate leaders 
should be agitating for change.

Every business leader has a stake in the infrastructure 
sector.  Each executive who passes through an airport or 
takes a train feels the impact of the sector’s efficiency – or 
deficiency.  All companies that ship goods or communicate 
with clients and customers have an interest in the state of 
the physical and digital infrastructure that surrounds them.  

Consumers feel the pain when prices for imported goods 
increase as a result of bad infrastructure and exporters 
suffer as their business opportunities become limited.  Good 
infrastructure drives the productivity of companies; bad 
infrastructure holds them back.

The business leader who worries about government debt 
or exchange rates of the viability of the pension system or 
whether schools and universities are turning out enough 
skilled people should be similarly concerned about the state 
of the world’s infrastructure.  

The challenges are huge.  Take the poor state of roads in 
many countries as just one example.  In the United States, 
road congestion is costing the economy an estimated $121 
billion a year (1). The economy of India loses up to $7 billion a 
year as a result of its roads’ poor quality.
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Infrastructure, continued from page 1

Simply  to keep pace with anticipated global GDP growth, 
$57 trillion must be spent on infrastructure over the next 
18 years.  That’s more than the entire world-wide stock of 
infrastructure on the ground today – and nearly 60 percent 
more than has been invested around the world over the past 
18 years. That’s more than the entire world-wide stock of 
infrastructure on the ground today – and nearly 60 percent 
more than has been invested around the world over the past 
18 years. Tackling maintenance backlogs, future-proofing 
infrastructure to cope with a potentially changing climate, 
and meeting development goals such as all-weather roads 
for transporting goods to market and access to clean water 
would cost a great deal more (2).

This huge bill looks prohibitive at a time when many 
governments are highly indebted and capital is tight.  Most 
discussion is focused on the funding of infrastructure.  That 
debate is necessary but not sufficient.  What’s also needed is 
a dialogue about the way infrastructure is planned, built and 
operated – in short, its productivity.

Many examples of best practice around the world could 
help countries get more infrastructure for less.  Insights 
from over 400 studies show that there is scope to boost 
infrastructure’s productivity and realize savings of 40 
percent on the global infrastructure bill, or $1 trillion a year 
(exhibit).  There are three major ways to reap these large 
cost savings:  making better choices about projects to 
invest in, streamlining their delivery and making the most of 
infrastructure that’s already in place.  

Better choices could save $200 billion a year worldwide.  
Governments and other stakeholders need to ensure 
that any proposed project is linked to their economic-
and social-development objectives instead of building 
infrastructure for its own sake.  They must also develop 
their ability to evaluate costs and benefits and to prioritize 
projects systematically.  South Korea’s Public and Private 
Infrastructure Investment Management Center cut the 
nation’s infrastructure bill by $60 billion (1 percent of GDP) 
between 1999 and 2006 as a result of rejecting almost half 
of the projects it reviews, compared with only 3 percent in 
previous years.

Streamlining delivery could save up to $400 billion a year 
and accelerate the completion of projects.  There is a huge 
opportunity to speed up approvals and land acquisitions, 
to structure contracts so that they encourage innovation 
and cost savings and to strengthen collaboration with 
contractors. In Australia, for instance, the state of New South 
Wales cut approval times by 11 percent in just one year.

Finally, instead of rushing to build new capacity, we can 
make more of what’s already there.  This, too, could save 
$400 billion a year.  Intelligent transportation systems that 
manage road congestion and demand can double or triple 
an asset’s use – typically at a fraction of the cost of adding 
the equipment physical capacity (though politicians will 
sometimes have to persuade voters of the benefits). Smart 
grids, for instance, could help the United States avoid $2 
billion to $6 billion a year in power-infrastructure costs and 
also reduce the likelihood of outages that cost the economy 
tens of billions of dollars for each event.

Bringing these opportunities to life will require a radical 
overhaul of the fragmented way the infrastructure sector 
works-a root cause of its poor productivity.  Mistrust, which 
tends to center on the issues of financing and construction, 
hampers some discussions about collaboration between the 
pubic and private sectors in the infrastructure sphere.  

A more productive sector will emerge in the future it 
its stakeholders accept much broader public-private 
collaboration that embraces all aspects of the challenge, 
including planning and delivery.  This isn’t a pipedream: Chile, 
the Philippines, South Korea and Taiwan are developing 
frameworks that give private players a greater role in 
planning projects and portfolios.  A growing number of 
unsolicited proposals by private contractors to governments 
may improve the efficiency of many projects.

Beyond the immediate and direct actions required of public-
sector stakeholders and engineering and construction 
companies, investors can exercise pressure to boost the 
efficiency and quality of the planning, tendering, and 
contracting structures of infrastructure projects and of the 
way they are managed.  The reward will be a longer pipeline 
of bankable and less risky projects.  And it’s in the interest 
of all businesses –even those outside the infrastructure 
sector-to engage proactively with governments so that 
infrastructure productivity rises.  Business leaders of all 
stripes should be agitating for action in three areas:

 
Groundbreaker - MHCA's 
new quarterly magazine 
was recently shipped to our 
members and key stakeholders.  

You can view the magazine 
online now by clicking the link 
below!

http://tinyurl.com/c5v74ek

The Official Publication of the Manitoba Heavy Construction Association

Q4 2012

Advancing Roadway Safety

COR™ Certification Condition of  
Contract Deadlines Fast Approaching

Investment In 
Infrastructure fueLs 
economIc Growth

www.mhca.mb.ca

PLUS
GroUndbreaker ProFILeS: 
Featuring MHCA Members  
and COR™ Certified Companies
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MHCa 2012  
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Infrastructure, continued from page 2

• Engage in a broad stakeholder dialogue about the planning of infrastructure projects and hold governments accountable for 
their objectives, outcomes and costs – not just access and availability.

• Vigorously make the case against subsidies-in particular, those for water and energy.  Consumers and businesses now 
relying on them can be supported in more economically efficient ways and eliminating them won’t tilt the competitive 
field against any particular player, because this move would affect all businesses equally.  Removing subsidies clarifies the 
business case for infrastructure-efficiency measures.

• Support the levying of additional user fees, already used by ports and airports, in road and rail transportation.

Such fees can support dramatic productivity improvements. Suitable pricing can not only help finance important maintenance 
and capacity-extension work but also serves as an important signal of what businesses and consumers are willing to pay for 
the infrastructure they use. The opportunity to be smarter about every aspect of infrastructure is huge.  The potential savings 
and the magnitude of the resulting growth dividend make this an issue global business leaders can no longer afford to ignore.

1) David Schrank, Bill Eisele, and Tim Lomax, 2012 Urban Mobillity Report, Texas A & M Transporation Institute, December 
2012.  2) For more on this research, read the full McKinsey Global Institute report, Infrastructure productivity: How to save $1 
trillion a year (January 2013) on mckinsey.com. 

Richard Dobbs is a director of the McKinsey Global Institute (MGI) and a director in McKinsey's Seoul office; Jan Mischke, a 
senior expert at MGI, is based in the Zurich office; Herbert Pohl is a director in the Dubai office.   

http://www.mckinsey.com
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Have a story for us? We'd love to hear about it!
The MHCA is only successful thanks to our strong membership roster that continues to 
grow, and now we want to hear from you!
We want to hear about a success story, a great photograph or a fantastic video or anything you want to share with us and 
the rest of the MHCA membership!

We'd like to hear from our members on things such as:

• A New Exciting Construction Project your company is involved with 
• A Recent Successful Completion of a Construction Project 
• A success story or achievement for your company or staff member(s)

Feel free to submit your idea or story to media@mhca.mb.ca

We will contact you for more information or details on your story, and then have it ready for a future issue of the Heavy 
News Weekly!

CCA Seeking Input on Substance  
Abuse Issues

The CCA Taskforce on Drug and Alcohol Policy  
is seeking to determine how well-equipped   
Canadian construction companies are to deal with  
drug and alcohol issues, and has developed a   
survey to help gather this information.  Your   
participation in this survey would be greatly   
appreciated. 

The survey is accessible in English and in French

 

We've updated our logos and 
we hope you will, too!

Last year, MHCA invested in a new brand identity that 
you see throughout The Heavy News Weekly. If you are a 
proud MHCA member and wish to download and use our 
NEW logos for your marketing initiatives,  please visit:   
 
www.mhca.mb.ca/media/logos

mailto:media%40mhca.mb.ca%0D?subject=Have%20a%20story%20for%20us?%20
http://www.surveymonkey.com/s/S32RPJW
http://www.surveymonkey.com/s/DWF6Z5Z
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Member Company to be 
Invoiced for tournament fees  ___________________________________________________________________________________ 
 
Team Captain’s Name  ______________________________________________________  Ph: _______________________________ 
 
**Email: ________________________________________________________________________ # on team ________ 
 
Other Golfers 2.  ___________________________________________________________________________________________ 
 
  3.  ___________________________________________________________________________________________ 
 
  4.  ___________________________________________________________________________________________ 
 
Visa / MC / AMX # __________________________________________________________________  Exp: _____________________ 
 
Signature _____________________________________________________________________________________________ 
 
Dinner Only ($50.00 / person all inclusive) ________________________________________  Invoice Tournament Fees: __________ 
 
 
 
 
 

 

 

 
Annual Golf Classic 

Wednesday August 14, 2013 |Elmhurst & Pine Ridge Golf Courses 
 

REGISTRATION FEE - $225.00 / person + gst 

10:30am – registration desk opens 

12:00 noon – shot gun start DRESS CODE &  
PACE OF PLAY IN EFFECT 

Four Person Texas Scramble includes: 
Green Fees & Motorized Cart 

An Assortment of Spectacular Contests 
Fabulous Steak Dinner 

Bus shuttle between courses 
before/after dinner 

Submit registrations ASAP by: 

FAX:   (204) 943-2279   |   Email:  christine@mhca.mb.ca 
REMINDER:   
The MHCA Events Committee will settle course placement by draw on August 7, 2013.  All golfers will be notified by fax or email (if you provide one on the 
registration form) about course location on August 8, 2013.  All team captains are responsible for notifying the rest of their team of course placement. 
 
Use this form to enter as many golfers as you wish.  If you are not registering a full team, the extra spaces will be filled by the tournament organizers.  As 
per MHCA Board Policy, only registrations cancelled at least 72 hours prior to the commencement of this event will be refunded. 

 

Golf registration is SOLD OUT! 

If you have NOT submitted your golfers names, please send them to 

Christine Miller: christine@mhca.mb.ca or 204.947.1379
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WHMIS (1/2 day AM)

TDG (1/2 day PM)

Flagperson (1/2 day AM)

COR Auditor Refresher (1/2 day AM)

Tra�c Control Coordinator

Train the Trainer

COR Leadership in Safety Excellence

COR Principles of Health & Safety Management

COR Auditor 

August 7

August 7

August 8

August 9

August 19-20

August 21-22

August 26-27

August 28

August 29-30

To Register:    
Email: sarah@mhca.mb.ca

OR  Fax: 204-943-2279

 

Training Schedule
Construction Safety Excellence ™Winnipeg Schedule:

www.mcha.mb.ca/worksafely
FOR THE FULL CALENDAR

www.mhca.mb.ca/worksafely

ph: 204.947.1379   fx: 204.943.2279

Safety Leadership

www.mhca.mb.ca/ManitobaHeavy
Unit 3-1680 Ellice Avenue

Winnipeg, MB R3H 0Z2

TO HAVE YOUR SAFETY PROGRAM 
COR™ CERTIFIED CONTACT

TO REGISTER:
worksafely@mhca.mb.ca

The most recognized symbol in
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Continuation of expansionary policy is a key assumption 
in the global outlook. However, China's new government 
has recently noted concern about excess capacity and 
questioned the effectiveness of policy measures. It has 
even intimated that slower growth might not be so bad. 
These sentiments are indeed a game-changer - so is it time 
for a full revisit of the China outlook?

Clearly, the historical red-hot growth pace is bumping up 
against significant labour constraints. Slow labour force 
growth is nothing new in China, but the economy has been 
able to count on an army of un- and under-employed 
citizens numbering in the hundreds of millions. Years of 
rapid growth and inland expansion have soaked up a lot 
of this excess, and double-digit wage growth in populous 
coastal cities is common. The one-child policy has ensured 
that this problem won't go away soon.

Undeterred, China is responding to the labour challenge. 
Recent outflows of investment in offshore manufacturing 
facilities have been making their way to populous Asian 
nations. India, Indonesia, Bangladesh and Vietnam have 
all been recipients of significant Chinese investments, 
a process that is creating the means for China to create 
considerable growth capacity beyond its borders. At the 
same time, China realizes that its citizens are getting 
wealthier. Opportunity is enabling them to move up the 
wage scale, entering a new consumer class. This is creating 
home-grown growth that is good for China, and the rest of 
the world. Currently, over 40 million are entering the middle 
class every year, and that number is increasing annually.

A final reason for believing in sustained strong growth 
is that the world is recovering. Years of slow growth 
are helping to work off the excesses of the past, and 
momentum is once again starting to build. As it does, 
international trade will again ramp up, and China is bound 
to benefit.

The bottom line?

Many are fretting about recent Chinese weakness, but 
growth fundamentals are still strong. For now, higher 
current growth awaits a growth resurgence in the OECD 
economies.

Sino-slowing is among the top topics on the summer chat 
circuit. Small wonder - current trends seem to break with 
a stunning 30-year winning streak that has set a lot of 
modern-day records, and vaulted the ancient land into 
number two spot on the global GDP charts. Its resilience 
during and after the global meltdown of 2009 further buffed 
its superstar status. Now that's being called into question. 
Will the slowing continue, and is it putting the global outlook 
at risk?

Although China's modern ascendancy is an overplayed 
soundtrack, it still elicits gasps. Growth in the two-decade 
period preceding the 2009 crisis averaged 11 per cent, after 
accounting for inflation. In the 5-year period leading up to 
the crisis, annual average increases were almost 12 per cent. 
Even during the crisis, growth maintained a very impressive 
9.2 per cent clip. Although many expressed fears that the 
pace was unsustainable, it was not until last summer that 
growth began to wobble. For the first half of this year, it is 
averaging 7 per cent, below official growth projections.

Should we worry? Put in context, a slowdown in China 
is probably overdue. China's rise was heavily dependent 
on external growth, which was excessive in the 2004-08 
period, but has been anything but robust for at least five 
years. Crisis-inspired public policy measures - by some 
estimates, amounting to over 25 per cent of GDP - have been 
instrumental in spurring growth on in the past five years, 
buying time ahead of the elusive global recovery. Yet some 
are concerned that these measures have merely papered 
over excesses in economic capacity that need to be dealt 
with.

China: Slowing for Good?
Peter G. Hall,  EDC Vice-President and Chief Economist 

Peter G. Hall
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COR™ Certification
Customized Safety Manuals

Safety Talks 
Weekly Newsletters

Safety Signage & Banners
Groundbreaking Safety Leadership

Safety/COR™ Training
CSO Designation

Heavy Construction Expo
Safe Roads/ Winter Roads
Safety Consulting Services

Audit Readiness Certification
Gold Seal Certification

Program Services

ph: 204.947.1379   fx: 204.943.2279

To Register:
worksafely@mhca.mb.ca
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