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of construction results expected
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ge trader as the “Rolls Royce” of the on hand totalling R520m. The upcoming results
industry — and, to a lesser extent, Basil Read are  will not include wm

| likely to combine with high interest rates and re- healthy earnings growth, Analysts, puzzled by an attack which has seen
| structuring costs to produce a mixed bag of results LTA is expected to produce growth in the 20% Group Five’s share price more than halved overthe
| when some of the major construction companies region in the year to December mainly from its pastyear,see it as a good recovery stock. They said
release interim and final results in coming weeks, opencast mining operations. Analysts were, how- the attack was overdone and left it one of the

ever, concerned about what they termed a “grow- cheapestin the sector.
. ing gap-n the civils book” which could reduce earn- Stocks & Stocks is expected to produce poor re-
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_ | prices on a downward trend, briefly stopped by'a - ings for.the 1998 financial Wmmu. “But for them a_ sults for the six months to October. Most analysts
| briefrun due to optimism about Cape Town’s-2004 bad year means'15% growt
i Olympics bid last year, That was short-lived and ong analyst said. — including high debt and the self-generation of
| the downward trend continued after the bid failed. Basil Read — which posted a profit for the first work — have been reflected in the share price’s
1:> .Analysts expected unins iring results and the time in five years during 1996 -— was expected to slump to 180c from 460¢ last February.
. ww:mn indexwasnotez- continueona growth path with earnings a share of Analysts are also bearish on Murray & Roberts
pected to go much higher than yesterday’s 5 602  about 28c (16¢) for the year to December. But its  and have not been encouraged by the share price
- . close, from more than growth will be off o low bage and earnings growth  which has slid to 615¢ from R14,70 about eight

as opposed to 20%,” polled placed an “avoid” tag on the share. Concerns

could be diluted by the resumption of tax payment, months ago. They expect a slight recovery from

LTA — described asassessedlosses should have been used up. last year's big losses, but are waifing for clarity on

by one Johannesburg At the end of the last financial yearithad work unbundlingplans,

_. e massive Maputo Corridor con- -
SLOWER building and infrastructure” activity is - againexpected to be the exception to the rule with  tract, which means it is also well set for next year.
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| & Roberts (M&R) has been
Win the business of building

SA Its name is synonymous @

that countries look With turnover of
R12,1bn last year and a work force of
48000, it 15 Afnica’s biggest con-
struction and engineering combine
In every area it touches — transport,
materials, engineering and contract- &
ing — 1t is a heavyweight. There is
nothing else like it on the Johan-
nesburg Stock Exchange

But its modern history has been
unhappy. Over the past few years
earnings have been in reverse and
almost R7bn of shareholder wealth
has been destroyed as the price of 1ts
shares has fallen. Things came to a
head ecight months ago when the
company reported attributable losses &

of R272m for the year-end to June & infinancial 1997
5 *Ag % of total

1997.  Sharecholders  demanded

L

: Turnover
{i Earningst R117m 23%
; | .7 Continuing operations
with the kind of muscular ;fé n financial 1997
projects that change the wWay 3 sas % of total
4 {Before Interest and taxatlon _ :
., Comment:
¢ Core of M&R's operations. |
» Has enjoyed sensational
@% success abroad.

2 Turnover
Earningsf R163m 32%*

~* Continuing operations

R5bn  51%*

i
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Earnings? R10lm 20%

Continuing operations
% in financial 1997

F i wAs % of total
efore Interest and taxation

paCs

't Has problems, but shows
* promise as a realigned
% division
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R1,9bn 19%%

change, and the man sent in to make  #?
them was Dave Brink, the champion
wealth-creator  at  SA's  second-
largest financial institution, Sanlam
Brink has a long history with M&R
As CEQ 1n the Eighties, he pulled the
company out of a hole, shifted its
focus to core business and led the

% {Before interest and uz\‘atallun
%; Comment:

5 Dependent on local cement
" market. Looking for

I

5 *As % of tolal
UBefore Inferest and taxation

£ Motor Holdings should providd]
&, synergies and growth

group to a string of terrific results,

That run ended in the early
Nineties when the engineeting and con-
struction spend in SA tailed off, and M&R
began looking arcund for new ways to [ift
earnings. Brink and his team used M&R’s
cash-generating abilities to buy anything
that remotely smelled of fixed investment,
thus diversifying risk through a greater
product range That was the theory

This approach failed because of some
inappropriate acquisitions {stand up Union
Carrfage, which lost a total of R380m in the
1996 and 1997 financial years from train-
building contracts) and because manage-
ment failed to acknowledge the imminence
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and impact of SA rejoining the international

X VY
R
community. The R2bn diversification spree N R W \\ §

\\\\\ N
has haunted M&R for most of the decade q\\\\\; \\\}\‘§‘§ L
and has been one of the key factors in its \g&% t&\\Q\\\\\\\ \:
recent poor performance. L MY R
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After a brief stint running Sanlam's now
disbanded investment arm, Sankorp, Brink
"became executive chairman of M&R in
January, charged with the task of rebuilding
shareholder value and reducing Sanlam’s
stake in the company to a minotity holding.
In essence, Brink plans to return M&R to

its core competencies of engineering and
contracting. He says he wants growth and
diversification of risk not from a larger

Chairman Brink concedes past bungles and sets about undoing them

product range but through international-
isation. Key to this plan will be the re-
duction of M&R's holdings in transport
(comprising the listed Unitrans) and ma-
terials (the previously listed Blue Circle
Cement and D&H Piping Systems).

In fact, the process may have already
begun of its own accord. “The acquisition
by Unitrans of Malbak Motor Holdings
lengthens the umbilical cord between M&R
and Unitrans because that (motor distrib-
utorship) is not the direction that M&R
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would like to go and it points to the parting
of ways,” Btink says. “But there is no
urgency for that to happen because with
the way Unitrans is now positioned they
have got good upside.”

with Blue Circle, SA's third-largest ce-
ment producer, he suggests that the com-
pany needs an international alliance which
may involve the disposal of M&R's stake.

Brink should be applauded for these
courageous positions. They echo the think-
ing of his generals lower down in M&R and
are in line with what analysts and com-
petitors have been suggesting.

It is particularly big of the small man
since it is diametrically opposite to the
approach he once adopted at M&R and will
involve undaing many of his acquisitions,

BOE senior fund manager Chris Logan
agrees, and warns there are many other
companies that need to concentrate on
core competencies and on delivering better
returns for shareholders. Specifically, he
mentions Anglovaal, Rembrandt and Anglo
American “A lot of companies haven't
adapted to the reintegration into the world

GOVER STORY
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Grim says there are limited synergies be-
tween D&H's piping business and Blue
Circle's cement business. “Their strategic
futures must be different. No cement com-
pany in the world owns piping businesses,
certainly not in plastics and steel.”

Engineering and contracting, on the
other hand, do benefit from being part of
the M&R group They get financial strength,
synergies and better perceived security,
Says M&R Coniractors CE Malcolm Mc-
Culloch: “Without M&R we wouldn’t have
been able to absorb the Union Carriage
problem; it would have flattened us.”

Both McCulloch and his colleague at
M&R Engineering Gavin Hardy regard their
divisions as the life bload of the group and,
mote importantly, believe they have com-
petitive advantage in their markets These
two divisions boast impressive track re-
cords of international activity.

The contracting division gets half its in-
come from overseas work. 1t has pen-
etrated markets throughout Africa and
most recently in the United Arab Emirates,
where it has wotk on the books valued at

about RIbn In Dubai, the group has just
completed the flagship Chicago Beach Ho-
tel, which 1s taller than the Eiffel Tower,

“There is the capacity to create a group
double the size we are today within the
next three to four years if we want to,” says
McCulloch. “Internationally the opportunity
for maximising margins is more probable
than it is locally, where things are over-
iraded and contractors sacrifice profits in
order to win tenders "

McCulloch says the division is reluctant
to go nto a project unless it can find
competent focal or international partners
that can take some of the risk. In Dubai the
company is fortunate to have struck an
allilance with a privately owned conglom-
erate called the Al Habtoor group. This
group has considerable influence with Mid-
dle East governments and companies and
has proved valuable for M&R in reducing
risk.

On the engineering side, M&R derives
60% of 1ts income from exports or in-
ternational operations. But this division has
been having problems, notably in the alloy

economy and that is why, in
the stock market, people are
putting money into emerging
companies, capitalising on
new global trends.”

As it is, M&R does not fit
together at all well The ma-
terials and transport divisions
both claim they get no benefit
from head office and though
there are some obvious syn-
ergies — for example in the
supply of cement by Blue Circle
to contractors and the provi-
sion of transport by Unitrans to
the group — none of these has
ever been propetly exploited.
In fact, M&R Coniracting is not
among Blue Circle's largest 30
cement customers and M&R
Transport has nothing to do
with the rest of the group.

“I have not tried to do trans-
pott for M&R because to do
business with family is the
worst,” explaing Unitrans CE
Eduardo Gutiérrez-Garcia po-
litely. “There 15 toc much prox-
imity and famuliarity.”

M&R Engineering finance di-
rector willie Crosse describes
inter-group trading as an unco-
ordinated "free-for-all” “There
has been this fear of encour-
aging inefficiencies by giving
preferential treatment to group
companies.”

Materials division, CE Carl

CORPORATE FRAUD

Managers leave a trail of M&R hullion

Up to R50m of shareholders’ money has been
diverted from the corporate coffers of Murray &
Roberts (M&R) in separate scams by three of its
trusted executives.

Bob Bingham, MD of subsidiary Union Cat-
riage & Wagon, went missing on the eve of his
retirement after raking up ta R30m into his own
pocket.

John Fertiet, Union Carriage’s financial di-
rector, is accused of stealing R2,8m.

And now executive Kenneth Pearce from
group head office has fled the country on an
Irish passport, with R20m.

M&R has not laid criminal charges against
any of the men. The only information made
avallable to shareholders has been two brief
sentences in an interim report dated February
27 1997: “Court actions have been instituted
against two previous executives to recover mis-
appropriated funds. One case has been suc-
cessfully concluded and a second is proceed-
ing,” said the statement, signed by chairman
David Brink and former CE Graham Hardy.

Bingham and Ferrier both used Union Car-
riage's suspended R500m rapid transit train
contract for Taiwan as a vehicle to divert mil-
lions to themselves,

British-born Bingham was due to retire at the

end of August 1996. But on the Monday morn-
ing of August 5 he didn't turn up for work and
his company car was found abandoned at jo-
hannesburg International airport.

M&R called in a team of forensic investigators
led by Allan Greyling of KPMG. Greyling built up
the partfolio of Bingham's retirement nest-egg,
paid for by M&R shareholders, including:

QA UK showpiece £750000 farm at Broad-
hembuty in Devon, described as “an exquisite
piece of property”;

O A house outside Nottingham that was Bing-
ham's principal UK residence; and

Q Three further houses he'd bought for his
father, son and daughter

Bingham, it now emerges, used the train
contract in a complicated scheme involving
fictitious international commissions “You need
to employ agents when you're in foreign coun-
iries,” explains one of the investigators. "Bing-
ham created fictitious documents and fictitious
companies. The Taiwanese contract was patt of
it, but there was a variety of contracts, dating
back to 1989."

According to coutt papers “substantial sums
of money” were paid to a now dissclved British-
registered company, Fieldhall (UX) Ltd —

Conthued on page 34
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in turnover, operating profits and interest
payments as the group begins to change
shape. Operating margins are likely to
come down, however, because contracting
and engineering have the highest turnover
of the four divisions and the lowest profits,

In an ideal scenario, this realignment
would be followed by more consistent
growth from a lower base, as M&R threw
its weight behind the core divisions and
countered any declines in the SA economy

through its internationalisation.

*  Brink is certainly confident that the mar-
ket will warm to his plans, “UBS Securities
analyst Pieter Vorster reckons there is 85%
upside (that is, the company's market value
could be 85% higher than it is now) if we
asset-strip the place. My attitude is that
there is a hell of a lot more value to be had
than that.”

Brink predicts that with the kind of
growth he will dish up, the share price will
double in 18-24 months {to R14,24), triple
within three years (R21,36) and quadruple
within four years (R28,48). That would re-
turn M&R to the heights it reached two

years ago at R28,50, on a flurry of
RDP-driven spending optimism.
The market has alteady reacted
well to Brink’s plans and interim
results, which showed a 14% in-
crease in earmings before interest
and taxation for continuing op-
erations, after improvements in all |
four divisions. On February 27, the
day after the announcements, the
market sent M&R's share price up [g
7,4% to close at R7,65.

Brink is so confident of M&R's Dave Brink

furnaround that he 1s on the

would probably prove to be
valuable in securing govemn-
ment work in the future.

Brink will have to move
quickly if he is to secure this
stake from Sanlam Analysts
suggest it should be fairly
easy for Sanlam to find other
institutional takers for its
stake in M&R, with the re-
structuring plans and the low
share price.

All these developments

threshold of putting together a
consortium to take control of the group.
This is likely to be management-driven and
involve a black group. “Any black partners
would probably need the expertise of man-
agement,” he says. The consortium would
have to take a 25% stake in M&R to gain
control and relieve Sanlam of its majority
shareholding. At present market value that
equates 1o about R660M.

This would be the first large black equity
investment in any listed contractor, and

should bring some post-
Christmas cheer 1o M&R
shareholders. Brink has turned the M&R
battleship in the right direction and seems
intent on making it a blue-blocded share.
Many analysts now recommend buying the
share for recovery and break-up value.
Brink says pulling M&R out of its hole
will be a lot easier than it was in 1986. The
58-year-old chaitman certainly has a real
interest in M&R's success — he holds a
sizeable stake in the company
Stuart Ruthertord

g

j’l used the momes | had stelen to buy my vafe s BMW M3 mator vehicte, the

registration number | am not sure of at this siage.
% 2

£ 1admat te baing indebtad to Unfen Carriage for the mount of R 168 520-56 and
| request a grace periog cf ten days to acquire the funds, | wiil pay the amoumt to
¢ Union Carnage within the seid 10 days by means of a bank guaranteed cheque

i

counts. "It is not that
the events Mr Ferrier
describes are too fan-
tastic. It is simply that
they did not take
place.”

Bingham'’s farm and
the other UK proper-
ties were handed over
to M&R under a secret
settlement reached in
London's Commercial

BEDFORDVIEW
] 28 AUGUST 1996
15M30
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diverted R412 800 insurance payout,
Ferrier says: “I do not believe that the
R412 800 was paid to the widow and
children of the late J C Pieton, it being
the property of the company and the
company’s policy being that it belonged
to the company and would not be paid
to the dependants of the deceased.”

Union Carriage denies paying bribes.
"These allegations are false and have
been made to create a facade behind
which the respondent seeks to hide,”
says director Douglas Campbell in a
replying affidavit.

M&R has managed to secure a hand-
written affidavit from Bingham, in which
the fugitive MD says he never authorised
payments of any kind into Ferrier's ac-

JOHN HAHL¢Y FERAIER
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L Court early in 1997

- According to the in-

vestigators, Bingham

made a full confession. “The effective

amount involved was about R15m-

R18m — he admitted that in the court
papers,” says the investigator.

“But he never admitted that he stole it;
he said he was entitled to it. To this day
he still believes that he's had this tertible
injustice done to him by Murray &
Robetts.”

M&R is sensitive about its third and
most recently departed executive, Ken-
neth Pearce, who until Christmas
worked in group head office in the fi-
nance depariment. Of the R20m that
went missing with him, investigators say
that R10m “landed up in Guernsey and
the other R10m has disappeared”,

Pearce was sequestrated in an urgent

application by M&R, freezing all his
assets in SA and abroad.

Group finance ditector Lionel Bird
says that in Bingham's case (the total
involved swings between R15m and
R30m, depending who you're talking to),
"we secured the money successfully,
within five months. 1 forget the exact
amount, but it was a lot of millions.”

With Pearce (R20m), Bird says some
has been recovered and the balance of
this loss is covered by insurance.

The whereabouts of Bingham and
Pearce are unknown, though Trollip
says there was talk that Bingham "might
have gone to Malaysia”. Fetrier remains
at his home in Springs.

M&R maintains it will press criminal
charges against all three executives —
eventually “We deliberately haven't yet
laid criminal charges,” says Trollip. “The
general practice is you try to get the
dismissal handled, then the civil matter
and then you bring the criminal matter

“It's very important to eventually get
these people behind bars. The mood out
there is you can do anything and it
doesn't matter. A worker steals a tin of
paint: he's fired and often prosecuted.
The MD steals millions and he's not
brought back to stand trial. That just
cannot be right.”

Jack Lundin
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Basil Read’s profit soars 160%

RicHARD STOVIN-BRADFORD
™ BANKING EDITOR

Johannesburg — Basil Read
Holdings, the listed construction
group controlled by Bouygues of
France, achieved a 160,2 percent
increase in profit after tax to
R24,2 million from R9,3 million
for the year to December 31
despite an increased tax charge,
the company said yesterday.

The improved result came
from all of its eivil engineering,
building and opencast ntining op-
erations and from a substantial
increase in net interest income
from R1,7 million to R9.4 million.

Turnover climbed 27,7 per-
cent to R745 million from
R583,6 million in a “record opera-
tional year”, Operating profit,
which increased to R22,2 miilion,
was boosted by a R2,1 million
realiséd surplus on a share
incentive scheme, providing
a dramatic improvement in

FOR THE YEAR ENDED DEC3T 1997

Basil Read Hof:

i I during the year,

M while work on
hand, excluding
long-term open-

e Mﬁi’ R L3 e mining con-

Turnover (R} 5 ¢ B 745m ™ " 583 6nr 2.7 tracts, rose to an

i profiy (R} v 814 | “all time high” of

JN \.gp‘..;‘j(. } . t I R1billion,

-+ Takation (R). - The rise was a
resuzlt of the

group’s 30 percent

L P o =
52’ /
margin from ¥,35 p rc;mlt Z 3 per-
cent, All three divisions exceeded
their operating profit budgets.
The tax charge increased
from R339 000 to R7,5 million
because most of the group’s
assessed losses had been utilised,
the company said. The group
retirned to profitability in 1996
Basil Read said it had attract-
ed R1,1billion of new contracts

interest in the N4
Maputo Corridor
project. The first
phase of the
( R1,5 billion project
s alredy commenced, a month
after the “build operate transfer”
agreement was signed,

Headline earnings'a share
jumped 136,7 percent o 40¢ a
share from 16,9¢c, justifying a
return to dividend payment. A
dividend of 5,4¢ a share was
declared.

Basil Read’s shares closed 15¢
up yesterday at R4,65.




‘M&R in HC GB dea

?_
m r:wm=<o Mnyanda
m§< & Roberts had sold a controlling
“stake in a group of construction ﬁncmﬂnﬁm
i:companies housed in its contractors oper-
.m.umﬁbm group to a black economic empower-
#+ment’consortium in a R1156m deal, it said
w. Ayesterday. .
%WA M&R Contractors mbmbBE director
«Malcolm Lobban said the sale of six com-
_m%mnnmm to Kgapa Ya Dikgapa Holdings to
oﬁB KYD Steelwood Africa had followed a
u.%mmﬂ.uobm. selection process. -
.M&R and FirstCorp Capital HEqmmnoH.mu

}g.v

N

,aﬁﬂnw structured and funded the deal —-

.q‘.v..

would each hold a 25% stake in the com-
Wa ‘pany with Kgapa holding an effective 30%
m “while management: would hold mo&

Sw&w

H_rm oo%nﬂob and engineering gr
announced last April that it intended to sell
the business in a transaction which would
give black people a stake in the manufac-
turing sector.

1t said at the time that the deal would be
completed in two months.

Lobban- said the six companies had
strong niche markets, generated income of
more than R38m on revenue of R350m in
the year to June and had a combined net
asset value of about R100m.

They had similar customer profiles,
strong market positions and ambitious

~growth plans which included exports and

inyestments into the rest of Africa.
The six companies inicluded guard rails
and steel culverts producer’ .&HEnc_ ormnp.

r UWQA group.

ical manufacturer Abe Construction Chem-
icals, building materials distributor D&A
Timbers and skylights and atriums
provider Vikon. Lobban said the sale was
also in line with M&R Holdings’ policy of
focusing on core businesses. -

Kgapa wﬂ&nmum Enwamgm aMpumalan-
ga-based women
had a broad wboéﬂmmmm of sub-Saharan
Africa and would be <m_smEm to M&R’s ex-
pansion plans into the region. The new com-
pany would be chaired by George Msibi, a
retired executive director of Fedics.

Msibi said KYD Steelwood Africa would
seek to provide developmental, infrastruc-

ture products and form joint ventures with .
indigenous businesses to transfer skills to *

its African markets.
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_ ?loyers’ final offer to the unions was ,

generous”. Increases ranged fromi:;
11,56% to 18% for minimum wages, and
an increase on actual wages of 10,5%.

The SA Bus pm%)myers ABBOCIATION
saida stx:ike%ﬁh lead to further job
losses in ‘an ‘industry already strug-
glingfor‘ﬁl;i;ncip.l& survival,

Doy B

&

BLOCA WL UT PUPULGL, Gllu db Jadaseo

genae for government to issue as much
' Contintied on Page2

. R T
Bid toresolve %Pf glers’ re
- oD/ TE-

Robyn Chalmers

GOVERNMENT and the construction,
industry have come up with a randge of}‘?gi
roposals to break the protracted dead-
ock over draft legislation designed to
protect home owmers against un-
serupulous builders. -
e proposals follow a meeting be-
tween stakeholdera in the construction
industry and representatives of gov-
ernment and consumer Eroups.
sets of proposals are being considered,
from the National Homebuilders’ Reg-
istration Council and from construc-
tion industry representatives.
However, there is still a gap be-
tween the two camps. Builders favour
the introduction of competition rather
than a single council to monitor the in-
dustry. The council wants to retain its
role as regulator and service provider
for at least five years.

i

wa

3

controversial le
to give the state-owned council statu-
to?rkgowers to register all buildérs and
make it a~criminal offence to build a
house for onsale without being a reg-
istered council member. Builders wﬁ]
have to build houses according to set
gtandards and guidelines and provide
consumers with a five-year insurance
warranty egainstdefects, -

‘When the lecﬁgslation was tabled last
year, the Building Industries’ Federa-
tion of SA (Bifsa) said it would create a
“monopolistic” body which would ham-
per the delivery of low-cost housing.

The council has proposed that its
board register and license service
providers, backed by insurance-based
warranties, and provide an ombuds-
man consurier complaints service.

The council’s insurance fund should
initially be part of its statutory board.
After five years, the board should hive

b ! ' P .

X

ngthta%% nIrow

islation secks "

and otifer nonessential ser-
vices into an insurance company. It
ghould continue to regulate the indus-
try after the introduction of competi-
tion between warranty providers; and
ghould design catastrophic loss cover
for consumers should an insurance-
backed service provider go insolvent.

Proposals from construction indus-

representatives favour the intro-
duction of immediate competition in
the provision of insurance-type ser-
vices. These include Bifsa and the SA
Residential Developers’ Association.

Association executive director Hen-
drik Kekana said the council’s board
and its insurance fund should be sep-
arate, with a number of insurance-type
funds necessary to give consumers
more choice.

The board’s functions should be re-
stricted to the registration of home
builders and future insurance funds.
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Building industry harmed by govt nonpa; -

Lukanyo Mnyanda

NONPAYMENT of government contracts
had led to a severe crisis of confidence in
the construction industry, and govern-
ment should engure that its budget tar-
gets made adequate zwu.oimmou for poten-
tial indusiry losses, the Association of SA
Quantity Surveyors said this week.

1t. .said some government projects
awarded to black empowerment contrac-

thejob.

The association’s president, Basie Ver-
ster, said government should ensure that
its budget targets were met and that over-
spending, eventually resulting in the non-
payment of contractors and professionals,
was curbed. K

Building and construction profession-
als were reported to be' owed at least

"R80m by provincial and local authorities

i Jate last year, prompting industry experts

. .to ‘warn 'of possible job losses mmHW% “fr-
tors were being abandoned because the-
contractors did not have the skills to do-

reparable” damage to the industry. | ..
“We are pleased with the government’s
"good intentions in the budget’s commit-

Emhwwommn&&m_ﬂumbmmuu._.bmnro,%mmbu
he said. i

“However, we are-concerned about its
ability to ensure that budget allocations
are adhered to and that overspending is

eliminated,” Verster said.

)

He called on’thiz government to exam-

ine tender procediires as a means of curb-

. ingstate mw%mﬁ&ﬂm e on capital projects.

The stated policy of awarding tenders

“heavily weighted in favour. of black em-
. powerment groups;was sound in principle

wg it. was flawed because of the high in-
cidence of state projects being abandoned

by building ﬂﬁmﬁcﬂm without the nec-
essary skills.

“State officials must pay careful atten-
tion to a contractor’s skills and experience
in awarding tenders if taxpayers’ money
isnot to be wasted,” he said.

The association believed that building

costs could be contained if government of- -
ficials followed international norms in the |

appointment of contractors while alse ful-
mﬁn. g its commitment to empowerment.
The resulting savings would then release
funds for other projects.

Verster was critical of the 24% cut in

the housing budget and said it would hit
emerging contractors the most.

e government would have addition-
al funds for infrastructural projects if the
high proportion of consumption expendi-
ture was curtailed.

“Spending more on infrastructure
would provide a springboard for the des-
wmumaoﬂw needed acceleration in economic
growth.”

. The association urged government to
consider spending money on training
courses aimed at improving fiscal disci-
pline amongits ommﬁmm.m. at all levels.




ot pressec lijce for assurances that C inton wow«

Eeiny | XCPOrt suggests

that AEC be mﬁ%

trade and wndustry might ini-
tially be a more appropriate

use the wisit to 1ngist on chan,

~. told them that if Clinton hims

Ty

N William
MM.MHGW delegation.

Ahad

o6 . provincial executive committes
orgamsation into disrepute and for failing to act in

the interest of unity.

T 77 The ANC said yesterday the councillors wauld
immegiate effect pending the

. be suspended wn
" outcome of the disciplinary by

The councillors were issued Aﬁ.qw an ultimatum
on Tuesday to relinquish control of the town to the
provincial government. The alimatum was deliv-

--m'  ered by the mmzoo and ated the collapse of But-

“liv 1§ terworth’s ay

o

.- subject mE.EWEm visit to SA, Commerce Seere-
aley would. Daley will be part of

.- ANC suspends 12 memberships

-« THE African National Congress (ANC) pationsl
Ba: . working cornmittee suspended the reembership of
a0 ... 12 counailors in the Butterworth Local Gouncil
yesterday, after they ignored a request by the
du«_ EasternCape rovincial government to resign. - split
Be .« The councillors are facing disciplinary charges | two separate organisations, ;
10+ brought against them by the ANC's Eastern Ca with government BEMMWQ active waste management
for bringing the | partand privatisingthe other.

Research mandated by the
cabinet and overseen by the
arts, culture, science and tech-
nology department concluded
there was no longer a need for
the AEC’s original nuclear re-
search mandate,

This function should be
scrapped and the AEC's re-
tion as the reason. EEEbm core activities — tech-

nology

oe - BMW councillors defended

3e' I MPUMALANGA's executive eommittee should : ! :
&:  not be publicly crucified for ignoring government | to an interministenal commit,

did not raige the

Shareen Singh

A GOVERNMENT-appointed
research team has recom-

evelopment and resid-
ual nuclear

BA9[3/9

mended the Atomic Energy parentorgamsation.
Corporation (AEC) be split mto Residual  nuclear  fuel-
related functions such as radio-

would continue to exist be-
cause of national health and
environmenta)l obligations,
rather than economic im-
peratives. The focus would be
on “cleanmg up the conse-
quences aof years of wasteful
expenditure®,

The Safari reactor, & re-
search reactor uBnﬂnﬂ.m nu-
clear isotopes, was of little use
and did not justify state finan-
el-related func-  cial support.
tions — ghould be separated.

Evidence pointed to its clo-
The research report, tabled

sure. However, Safari’s role in
the International Atomic Ener~

National Union of Metalworkers of SA president Mtutuzeli Tom addresses defegates yesterday, the second day of the union’s national bargaining

heldin Johannesburg.

Picture. TREVOR SAMSON |

Tregulations and spending R2,%m of unbudgeted | tee this week, recommended a m_bﬁrung and Afra, a body

m tax money to buy 10 Lurury BMWs for it MECQs,
- Mpumalinga’s portfolic committee on public

works said yesterday.

&
=3

o1 ‘The BMW 528is cost R77 000 more per vehiple and related

br  than allowed for by ministerial handbook regu- Pelindaba an

o1 lations and were bought in defiance of eaum%oﬂ This company, to be created
Minister Mac Maharafs concern about the deal

- African Eye News Service reported.

- ~, Eugene Bruck of the N.

REFORI'S. BusinassDayReporters, Sapa.

* Wool Forum asked for levy

b+ IT WAS incorrectly reported in Business Day yes-

sra~ terday that the National Agricultural Marketing

-ees Council (NAMC) had ested a levy on wool,

The levy was requested by the Wool Forum and

t=a- % Zbuﬂm. m“%u.awmum&wau the minister wmm_wmdm

=g, ¥, culture, bne; parliamentary committees o i L

7% 1 agriculture on the wmnw.‘.wnagn to the application. | which cbmnnmg% the markets. ‘The deputy director-general

EMW%E_"F . .ﬂump researchers &% not be-

against eve the mineral and energy
department was the app

C said yes
== -1 fact the maority of the couneil Had vote:
the application from the Wool Forum.

e~ He said that it was not possible to tel] if the
32 membership of the International Wool Secretari-
3 at, which the levy, if approved, will pay for, was a
P.moﬁﬁ&ﬂﬁﬁﬂmﬂﬁo&ﬁﬂ&mﬂdﬂm&?
ﬁ

new public company, AEC
Technology, be established to
develop and market technaloy

with substantia! Industrial
Development Corporation sup-
port, should be privatised.

New management

2 new management team

Technology.

“It is not logical or desirable
to fund technology develop- thecabinet.
ment in these areas (such as
fluorine chemicals) in a non-
transparent manner from the

ling into the peacefial use of
nucleay m.nonnmhwnmm in Africa, U@@%

might have political implica-
%Bncnnm at the tions. A detailed stedy would

Valindabasites. be required to determine the

Interim government fund. why an energy ministry should
ing might be needed for AEC he supporting many of these
Technology. operations while the AEC does

The company shonld be run  not contribute at all to energy

impact of its closure, the re-
search team’s report said.

Last year the minerals and
energy departrnent financed
AEC to the amount of R287m
for its various divisions,

“It is difficolt to understand  month.

Deputy  director-general
Gordon Sibiya said the green
paper was long overdue and
was affecting progress in the
restructurmg of certain state
wmmmﬂm.mﬁnr asthe .ﬁs.ﬂun m__uu.
ergy Corporation an e
Central Energy Fund, as well
as the provision of solar ener-
By systems to commumties.

Mm a “l have made a commit-
dorument would be tabled to  ment to the portfolio commt-
tee on muinerals and energy to
produce the green paper m
two weelts' time. If for some
reason there is any delay, it

production in SA.”

of arts, culture, science and

technology, Rob Adam, said his

..Mwun. department would discuss the

ate structure to oversee ARC Emoﬂ with stakeholders in the
industry and at some sta;

‘The report on AEC is part of
a broader investigation of sca-
ence and technology facilities,

wm, on policy

energy ) division has wmﬂ.
e M e
ing energy policy, said

the dely on coersy Pl o
on paolicy on
Minerals and Enétgy Mo
ter Mnmpﬁwm Maduna. “The pro-
cess of drafting energy
had begun long before Sibiya
joined Eﬁmﬁ&ﬁuﬁu m%.un and
Bome appar-
ently after disapreements
with the minister’s ap
on issues. There have
been a number of drafis of the

, but none official-
mwﬂ.r_wm.wﬁ.
Sibiye said a white

Shareen Sing

THE minerals and energy de-
partment sai
would pull out
ensure that a new energy pol-
icy green paper would be com-
pleted by the end of this

Sibiya smd when he joined
the department in March last

ing that section. He had to de-
velop and design new energy
projects and a contragts man-
agement system.

The department was given
the go-zhead Iast week to ap-
point three chief directors and
three directors, Thin would
more than douhle the energy

charge of electricity demand
and development,” Simunda
Mokoena, was appointed on
would be advertised next

The lack of caparity 1n the

months of the green paper be-
ing handed to the portfolio
commitiee. A bill was expect-
ed tobe tabled by June.

Government loses its

status as a ‘safe client’
GG
LukanyoMnyangs 14 |3 ]498

BUILDERS were considering asking for bank guar-
antees before mEemHFb.m g %_u M..Emﬂn vﬂ%.,mn»m fol-
Fﬂ._bm. a growing trend of late payment and nonpay-
ment w%ﬂoh_ and provincial governments, the Build-
ing Industries Federation of SA said yesterday. K
Ewwnnn.-ndn director Ian Robinson said government
had lost its status as a “safe client” and. that non-
payment was hitting emerging contractors the hard-
est, with a number having beex forced to close down
because of cash-flow problems. )

It was diffieult to put a b on the amounts in-
valved as the situafion could change drastically de-
pending on particular cases, but nonpayment was a
growing problem which had forced the cancellation of

Building and construction professionals were re-
ported to be owed at least R80m late kast year., ~

Robinson said there was “something immoraF
about the lack of payment which had already forced
some smaller players toclose uoeﬁw their businesses.

3 dohn Dludiu

i- & ZAMBIAN delegation, head-
ed by Commerce and Industry
Minister Enock Kavindele, is

~ ~targeting SA investors as the

- .Lusaka suthonties prepare for

.. Yhe sale of state-owned assets.

Kavindele launched a week-

4 1long road show n Johannes-

-h; burg yesterday by 1nviting SA
ar, companies to put Zambia, one of
vz, -Africa’s most successful privati-
- -§ation stores, on therr agenda.
Soon to be sold wall be the
~ country’s telecommumications,
aw’ ETMEr@y and transport paras-
- Eatals and other state-owned

aj o

corporations and properties.
Privatisation of over 200 rel-
atively smaller entities had al-
ready taken place.
Florence Mumba, an official
M».ma the NanWHM Privatisation
ncy, sai was being tar.
geted as SA’s investors already
had a presence in Zambia.
Ofhcials from the Zambian
Investment Centre also told a
seminar E‘MEEM& by the SA
Chamber of Business (Sacob)
yesterday that the protracted
falks with multinational con-
sortium, Kafize — which was in
the final stages of buying a aig-
nificant chunk of Zambian Con-

solidated Copper Mines —
would be concluded soon.

Negotintions with Kaifue,
which included SA mining
m_.on_u Avmin, had dragged on
onger than expected partly asa
result of differences over the
value of the asset, said Bwalya
Nga'ndu, director-general at
the investment centre.

The  privatisation  pro-
gramme was inspired by a re-
ahisation that business was not
for ww.ﬁgm:n. Kavindele said.

westments in the public
Sector would be made in a way
that supplemented private cap-

: Zambian delegation focuses on potential investors in SA

forms had started showing re-
sults. .ﬂ.,_uwmmw mwannmn nrm%munﬂm.
tion o orey, ex| e
controls; positive Hm..u.u«mnmm» rates
{with the main rate at 24%, sig-
nificantly lower than some
50%); subsidies were scrapped;
and consumer inflation was re-
duced to 18% from over 300%
befare the reforms kicked in.

Sacob president Humphrey
Khoza called on business 1n the
southern Africa region to form
clusters to be internationally
competitive, saying they should
not wait for governments.

ital. Eayindele saig the 1992 ject questioned: Page 13
Bb GBS Bzl
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35% of h

OVER 35% of the lucrative housing contracts
issued by the government to developers who
have built 469 000 houses in the past four years
were those from historically disadvantaged com-
munities, Housing Minister Sankie Mthembi-
Mahanyele has disclosed in Parliament.

In a reply to a question from Pan Africanist
Congress MP Patricia De Lille, Mthembi-
Mahanyele said 655 developers have been
involved in the building of close to 500 000
houses. Of these 255 were from communities
which could not access Government tenders.

She said a total of 735 375 housing subsidies
had been granted countrywide.

L)

I S

e contracts eo to disadvantaged
BsFE_,. .vq. N.-*\ \W-“Wm | mwgwﬁmﬁm «ﬁ.ﬂﬂ%m Emmzqmé of houses, m

with 140 392 homes built in the past four years,
which was 52 000 more than KwaZulu-Natal's

88 546. The Western Cape followed with 64 074

Fastern Cape 42 034, North West 36 730, Free
State 35 503, Mpumalanga 26 732, Northern
Province 21 183 and the Northern Cape 14 250.

However, Easterri Cape, North West and
Western Cape-have emerged as the provinces

which héave allocated more contracts to develop-
ers from disadvantaged communities,

In reply to a question from the Freedom
Front MP Johanness Groenewald, Mthembi-
Mahanyele said R4 billion had been spent on
housing subsidies in the past four yeass.

Party’s Jacobus Albertyn, the Minister outlined !
major projects undertaken by the Ministry of
Housing. These included: _

@ The R644-million programme to repair,
rehabilitate housing and restore services in the
Kathorus area in the East Rand. It consists of 300
projects on which R405 million has been spent., i
Progress on the projects was “very good”.

@ The R592-million project to provide engi-, {
neering and social services, housing and !
employment facilities in an integrated manner 4
to communities in the Cape Flats: “Internal poli-'
tics of the area” have been blamed for delays in '
the implementation of some projects. It was
expected that R270-million would have been

In an answer to a question from the National  spent by the end of the finandial year.
F {'s. Y et B Vs N .»w.,»n... S ERET Sl et derie ;.H,Zm.x
LR a0 PRSI RS
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Municip
Deﬁra;éh Fine

A GROWING trend for
local authorities to set
up their own section 21
com&anies and compete
on the (Een market for
municipal contracts was
detrimental to the SA
civil. engineering con-
struction industry, the
SA Federation of Civil
Engineering  Contrac-
7 tors ' (Safcec)  samid
yesterday.’ '

s _.II‘II_U.IﬁCipaL;(_

|: ¢ompanies , held . “unfair
advantages” over private
contractors, Safcec said,
Citing the Midrand

local'douncil as an’ exam

ple, Safcec said the couri-
cil's CEQ, Hans Jooste,
management committee
chairman Alan Dawson
and councillors Enoch
Dlamini "and * Suzie
‘Naidoo, were all officials
on'the board of the coun-
cil’s section 21 company,
known as Middev,

ere was clearly a
conflict of interest and
Jack of im artiality if
Middev temfered on the
open market for projects

This.was becanse the .
[ . nonprofit |

L firms under fire

use it was
same officials, as council
members, who adjudi-
cated tenders,

A case in point was
the recent awarding of a
sewerage reticulation
contract to Middev, even

ough a Safcec mem-

ber had submitted a low-
ertender, )
... Safcec said the con-
tinued formation of such
com?anies‘ could affect
employment in the .con-
struction industry. ; '

Jooste," confirming
that about 80 local ‘air:

orities  countrywide
had expressed an’inter-
est in Middev’s /Gpera-
tions, said in response to
Safcec’s allegations. that
Middev's structure" was
“legally above board”,

ere was no conflict
of interest Because ten-
ders were adjudicated by
nunerous council offi-
cials other than those on
the Middev board, and
internal auditors.,

Middev .had been
awarded the sewerage
reticulation contract be-
cause tender criteria in-
cluded not only financial

N
ut also con-

stitutionally required lo-
cal economic develop-
ment components, in-
cluding the use of local
labour and skills trans-
fers to emerging contrac-
tors, he said.

—




Coxgguctlrn %oups
Lukan Mnyanda Vs
CONSTRUCTION groups LTA ;nci
Grinaker Construction {(Grinacon)
raised earnings more than 20% in the
reporting period to December and over-

came a lac uatre season for the gector.
" LTA’s intérnational expo-

high interest rates, slower gross do-
mestic fixed investment growth and a
sluggish housing programme that saw
its counterparts deliver a string of
sluggish results. It raised net earnings

push prof] Mb -
to, R60,8m. G bed fmm

1mproved operating

- months to Decémber to reoord a 30%
*mcreasemearmngstoRzl Im,

;' Grinacon "MD ‘Bean B omhéimer

smd the rise was as aresult of imy
_ncﬁllrlbmwerallope g,

o in accountiig:
sure enab dlttoovercnme the effectof V" “R7m: tooperahngp GRE
. LTA, chairman }Iﬂ,ton Dames;ﬁd

“the grou]
asluggi

's growth allowed it to eacape
local economx. PP eoniey

st
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Group’s order book is only ‘marginally lower’ during lull in construction market

T

Grinacon bemoans delays

JONATHAN ROSENTHAL
INDUSTRIAL EBITOR

Johannesburg — Delays in the
implementation of a number of
major fixed-investment pro-
jects, such as toll roads, casinos
and prisons, had led to a weak-
ening in the construction mar-
ket, Grinacen, the Anglovaal-
controlled construction group,
saxd yesterday.

Bean Bornheimer, Grinacon's
managing director, said his
group's order book was marginal-
ly lower at the second half than
at the beginning of the group’s
financial year in July.

Brian Barrow, a Grinacon
director, said there had been a
virtual freeze in new housing
projects for the past few months
In the aftermath of the Motheo

Grinacon Lo
Rang Close

15,50
14,50
1350

1250

.
3

9,

JFMAMIJASOND)F
@7 Sourca 98

housing scandal.

“The award of casino licens-
es has been delayed over the last
six months ... these will go
ahead, it’s just a matter of
when,” Barrow said.

Barrow said further weak-
ness in the construction sector

was caused by the lowﬂé;l price,
which had impacted on the
group’s supplies of support-
packs to the mining industry.
Grinacon had delayed capital
spending on a new R16 million
support-pack factory, he said.

In spite of the signs of grow-
ing short-term weakness in the
construction sector, Grinacon
reported a 47 percent rise in
headline earnings for the six
months to December 31. An in-
crease in the number of shares in
issue diluted headline earnings a
share, which rose 30 percent to
50c a share.

Behind the rise was an in-
crease in Grinacon's gross mar-
gin to 2,5 percent, from 1,7 per-
cent for the first half of the past
financial year. Barrow said this
was in line with the margin

()R] 28 “(7)

achieved by the groulrfor the full
year last year.

The group also turned arcund
its precast division, which last
year had lost R10,7 million.

“It made a small profit this
year as opposed to a large loss,”
Barrow said.

But the group said that the
earnings growth in the first half
would not be sustained into the
second half.

“It is anticipated that headline
earnings for the current financial
year will show real growth but,
because of uncertainties in the

market, may not fully meet previ-

ous expectations.”
The group declared a divi-
dend of 9c a share, 2c up on the
dividend in the first haif of last
year. Grinacon’s share closed
vesterday at R11,20.
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Building Sector
players form
brella body

L ms

ADELE SHEVE

- Johannesburg The maugural councll
. meetlng of the newly formed umbrella

body for the constructmn contractmg

" industriés was held yesterday after

three-and-a-half years of negotlanon
the Buﬂdmg Industrles Federation of

- South Affica (Blfsa) said yésterday.

The new body is to be known as'the
Construc’aon Industrles Confederation
(CIC) Mandla Ndlovu, From the Black
Construction Industry, was elected, the
interim chairman of the new body, '

Bifsa’s Naude Klopper, the vice-
chairman of the CIC, said the building
industry wanted to 'speak with one
voice to the government. ‘

Previously black and white interests

- were presented separately, and this was
not looked upon favourably by the
government, Klopper said.-

34 -This wag the first time black and

white bodies had Jomed together in the

industry, he said.

Klopper said the objective of the

new body — expected to be launched
' next month — was to collectively build
the future of South Africa.

“There is so much to do in terms of
building. If white and black bodies
work separately we will get nowhere,”

. h.e said,
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Stanley Maphologela

SLOWING demand and a dearth
of domestic investment are to
blame for a disappointing 1997 for
the ‘building and construction in-
dustries, according to the Cement
and Concrete Institute review.

Litile pr gress was made in the
construction industry, with few
initiatives in the public sector, re-
sulting in work .cgmrtages for es-
tablished and emerging civil engi-
neering contractors.

Government’s infrastructure
programme was slowly getting off
the ground, but some capital pro-
jects had been postponed over the
past year to meet financial tar-
gets, particularly at local author-
ity level, the review said,

From a regional construction
point. of view, th. Northern Pro-
vince was the quietest in the coun-
try. The Western Cape benefited
from expansion of the Saldanha
project, developments associated

and some major road contracts.

KwaZulu-Natal saw the con-
struction of the Hullets Alumini-
um mill, the Richards Bay guay
wall for Portnet, Qedusizi flood
control dam and a few medium-
sized road projects.

The SA Federation of Civil En-

| gineers repoxted that the total

turnover of the civil construction

with ' Cape Town’s Olympic bid

Slow demand hits”
pajong dustry

industry increased by a nominal
10% during the year under review,
about 2% growth in real termas.
The building sector showed
4,5% growth in real terms, despite
sluggish progress on the construc-
tion side, but the Building Indus-
tries Federation of SA (Bifsa) fig-
ures showed that the nonresiden-
tial market was by far the
héalthier, showing a 10,6% rise in
turnover compared to a 1,7% drop
on the residential side. .
The improvement in the non-r
residential sector was attributed .
to the decentralisation of business
from central business districts to
the suburbs, fuelling the develop-
ment of office pa «s, retail com-
plexes and multi-use facilities. -
The number of residential
buildings erected ‘increased 40%
compared to 1996, but the shift to-
wards low cost housing had a
downward effect on the average
value of dwellings completed.
Cement sales rose 1,6% to 9,34~
million tens last year, although
Gauteng’s usage dvopped 7% to
2,7-million tons. The review said
following the introduction of Eu-
ropean cement standards te SA
two years ago, and an increasingly
competitive market, cement pro-
ducers had been launching new
branded cements, designed to
comply with the new specifica-

‘ tions and gain market share.
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: black  builders,

Umbrella body to transform construction industry

Mzwandile Jacks !
THE formation of the Con-
struction Industries’ Confeder-
ation —the industry’s new um-
brella organisation — would
further the aims of economic
empowerment by developing
chairman
Mandla Ndlovu said yesterday.

“We see the formation of
this organisation as part of a
transformation process. We
cannot continue to have organ-
isations that are predominant-

ly white.

“Every organisation in the
construction” industry should

: reflect the demographies of this

country,” said Ndlovu.
Asked whether the confed-

% eration would create more jobs

in a sector believed to be pop-

- ulated by black people who do

not have a real stake in the in-
dustry, Ndlovu said thiat while
the construction industry had

i always created jobs, more op-

portunities would result as the

-, new confederation had won
. more tenders.

Ndlovu, before his appoint-

- ment as chairman of the con-

federation, was chairman of a

< black construction body.

S - g

He said that apart from

, .m.i&bﬂﬁm. the aims of black

\

4

economic empowerment, the
confederation aimed fo repre-
sent the views of all interested
parties.

“For those of us in the black
construction industry, we view
the formation of this body as an
important component of black
economic empowerment. But
the organisation is also going
to unite the black and formal
congtruction industries.”

The merger between the es-
tablished and “emerging”
construction bodies resulted
from government’s demand
that the industry speak with
one voice.

With the formation of an
umbhrella body, no one in the in-
dustry would be able to “ery
foul” every time a decision on
construction was taken.

The formal launch of the
confederation is plenned for
next month, and now that a na-
tional body is in place, the for-
mation of Hmmmou% bodies is be-
ing considered. The idea had to
be sold to the regions first, said
Ndlovu.

However, all parties in the
industry are believed to be hap-

[ I o'k |

.autonomy,

py about the formation of the
confederation.

. Although member organisa-
tions will be assured of their
“no one should be
pushed into this”, said vice-
chairman Naude Kiopper.

“We have gained the confi-
dence of everybody at regional
level. There is a rocky road
ahead of us, but I do not see
w_.crwwﬂm in overcoming any

urdle,” Klopper said.

It was not a problem that
the confederation was made up
of powerful established con-
struction companiez and the
not so well-off emerging organ-
isations. All parties trusted
each other, he said.

The formation of the confed-
eration was the culmination of
more than three years of talks
between the founding bedies,

These organisations include
the African Builders’ Associa-
tion, Association of General
Contractors, Building Indus-
tries’ Federation of 8A, the Na-
tional African Federation for
Building Industry, the Nation-
al Association of Black Con-
tracitors and Allied Trades and
SA Federation of Civil Engi-
neering Contractors.

< —
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Mandla Ndlovu of the Black Construction Industry is the new chairman of the council of the Construction Industries
Confederation. With him is the vice-chairman, Naude Kloppers of Bifsa.
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Bulldlng sector
faces turnaround

Samantlgsmalr;zﬁbg !LH q 8

CAPE TOWN — ngh real mortgage

rates, political uncertainty and crime.

continued to have i negative effect on
building activity in-the private resi-
dential sector, which remained lack-
lustre in the first quarter, the latest
Bureau for Economic Research build-
ing and construction survey shows.

The Stellenbosch University  re-
search unit said private fixed invest-
ment in residentiz] structures suffered
from a negative real growth rate of
0,1% last year, With residential build-
ing starts reflecting this.

However, it appeared that the
downward trend might be flattening
out, which corresponded with the im-
provement reflected in the latest busi-
ness confidence survey conducted
among residential contractors., *

“This turnaround can probably be
related to the reduction in the mort-
%age rate during the fourth quarter of

astyear. -

“Grven the fact that we foresee a fur-

ther lowering in the mortgage rate dur- -

ing the course of the year, it is rpason-

ab e to expect a further improvement

in bmldmg activity levels towards year
end,” the unit said.

While the downward trend in the

residential building cycle appeared to
have reached a nadir, activity in the
nonresidential sector was weakening
as aresult of the lack of new work, .

“The latest survey bears testimony
to this trend in that the business con-
fidence of nonresidential building con-
tractors has waned noticeably, work
volumes are sharply down on the same
period a year ago, whilst tendering
competition has increased conmstently
over the past year.

“We do not anticipate an reversal
of this situation over the short term
and a turn for the better will i all
probability only take place towards the
middle of next year.

“Nonresidential contractors “and
subcontractors should therefore pre-
pare themselves for a period of belt
tightening.”

The unit said that with contractor
and subcontractor profit margins un-
der pressure and more moderate build-
ing material prices increases, building
cost increases had slowed further dur-
ing the first quarter.

The unit’s building cost index, an
analysis of accepted tender prices, in-
creased 4% on a year-on-year basis
during the first quarter, compared to
inereases of 9,8% and 8,7% recorded in
the last two quarters of last year.
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Bmldmg sector
t;qrnover grew -
4,2% last year

| C.ié’ L STTR way

i 'Johannesburg --_Turnover in ‘the’
‘building industry ‘last year grew
4,2 percent in real terms, ‘the Buﬂdmg
Industries Federation of South Africa

* (Bifsa) said yesterday. C
it Figures from*the: Reserve Bank
-~showed that total tarnover reached
- 'R21y 5'billion’ in hominal terms ‘an
" mcrease of 11 9percent from 1996."
“..*:The building industry and the econ-’

tree omyrshowed: siinilar: growth-percent-

ages in the fourth quarter of last year,
Economic growth remained low, record
-ing 1,7 percent for the’ year,

-“The facét that the building industry
showed a-higher overall growth rate
- than that. of the economy is most
encouraging,” said Ian Robmson the
executlve director of Bifsa.” ' "

- Hesaid the re31dentlal sector showed"
no real growth-in its R10 billioh"
" “turnover, but thé non-resideritizl sector -
- rose’8 percent in real’ terms,~w1th atotal’
" turnover of Just over Ril bﬂllon )

" - Publie sector nvestment improved
slightly last year, but there has been no
.real change over the past six yéars, The
pubhc sector accounts for 18 percent of
- {he total building' turhover while the
private sector contributes 82 pefcent.” '

Since' 1980, the construction indus-
try has accounted for. almost half of
total gross ‘domestic fixed: investment. It
" IOW stands at 35 percent of the total
fixed mvestment in South’ Africa. The
main reason. for this:is because of

. advances in information -technology'in
the machinery and eguipment sector.

Robinson did not expect growth for the
building industry for the first half of this
year, but he did forecast 6 percent growth
for the second half. This would Iead to an
annualised growth of 3 percent.

|




Durban — The tourism industry would

in the building and construction sector
and its allied Industries, the Cement
and Concrete Institute said in its annual
review, published this week,

The report said rising demand for
Buest houses and hotels and the grant-
ing of casino licences should produce a
turnover of Ré billion for the building
industry over the next three years,

But little growth was predicted in
the industry in the first six months of
the year, Growth of 6 percent to 7 per-
cent was expected in the second half of
the year, the report said.

It said a favourable outlook for
exports would have a positive effect on
fixed investment in general this vear,

Furthermore, the non-cyclical com-
ponent of fixed investment — the con-
struction of mega projects and govern-
ment-initiated infrastruetyre develop-
ments — could underpin gross domestic
fixed investment during the year,

But the real effect of the anticipated

" Havé poSitivi Shinbas fo ‘déveloptnent™

resurgence in the fixed investment cycle
was only likely to be felt next year-and
in 2000.

""“THe report said the ‘'state'of the
macro-economy and the progress of the
governiment’s employment and redistri-
bution programme would determine
the performance of the building and
construction industries thig year, -

Regarding the cement industry, there
Wwas a 1,6 percent growth in cement prod-
ucts sales last year compared to 1996,
with volumes in the domestic market
reaching 9,34 million tons,

Gauteng — the country’s largest
market — experienced a 7 percent de-
cline to 2,7 million tops, The Northern
Cape was the only other province to
show negative growth, ‘The North West
Province, Free State and Western Cape
achieved double-digit Percentage
growth. Exports were lower last year
compared to the previous year, at 447 000
tons or 4,5 percent of total sales; N

Forecast demand for cement prod-
ucts this year represented a further
growth of 2 percent over that of last

year, the report said.

—
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GRAHAR NORRIS
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confidence

‘The business confidence of
Ibmlders and professionals such as
‘architects and.quantity surveyors
weakened further during the Arst
'quarter of this year.
E That’s according to the latest busi-
‘ness survey conducted by Stellen-
'bosch University’s Bureau for Eco-
inomic Research in the building and
;construction industry.
! Thesurvey found that whereas the
ldownward trend in the residential
‘building cycle appeared to have
reached a nadir,
building activity

}‘5"’1

Ian R0b1n on, exectitive direétor
of Bifsa, said in a statement that the

. residential sector showed no real

growth in the R10-billion turnover,
wheress the non-residential sector
rose byweight percent in real terms,
with g total furnover of just over R11-
billicn,

There was a gradual decline dur-
ing the four quarters of 1997, with
growth in the third and fourth quar-
ter stabilising. A much lower growth
rate is evident when compared with
the same pericds in 1996.

In the fourth gquarter, both the
building industry and the economy

showed similar
growth percent-

in the non-residen- ‘Building activlty in ages. Economic

tial sector was pro- growth remained
gressively weak- the n’on"r eszdentml at low levels dur-
ening as a result of ’ Sector is *, ing the entire peri-
the lack of new od of 1997, reach-
work. progresswely ing 1,7% for the
Due to the slug- year.
gishybusiness con- . weakenlng “The fact that.
ditions in “fhe o e i . the  building.
bulldmg mdustry, industry showed a

téndering competltlon remamed
lintense and inckeased further'during
the first quarter. With contractor and
sub-coftractor profit margins under
Ipresstre and: more moderate building
material prlce increases, building
cost increases slowed down’ further
d‘urmg tha firsfquarter of 1996,
The BER Building Cost Index,
which is an analysis of accepted ten-
der prices, 1ncreased ol a year on
year basis by f four percent during the

o

quarters of 1997,
Meanwhile, the’Building Indus-
tries Federatlpn South Afriea (Bifsa)
reports a 4, 2% growth in real terms;
é?r fh’*e uﬂdmé industry during 1997,
iglifes recently released by the
g;)uth African Reserve Bank reveal
that the total turnover reached R21,5-
billion in nominal terms -11,9% up on
1996 (R19,2-billion).

first quarter, fcempared withrihereas
es of 9,8% Anid. §,7% in thefirsttwo:'

higher overall growth rate than that
of the economy is most encouraging,”
he said.

Public sector investment showed a
slight upward movement in 1997, but:
no real change has been evident in
the past six years. The publicsector*

“gecounts for 18% and the privafe sec--|

tor 82% of the total building tprnover
The construction industry has
since 1980 accounted for nearly half
the total gross domestic fixed invest-=
ment. Yo el
However, since the middle of 1991,
and particularly during the past six

years, there has been a steady decline |

to where it now stands at 85% of the
total fixed investment in South-

'Africa. The main reason for this |
change has been as a result of signifi- |

cant advances in information tech-
nology in the machinery and equip-
ment sector from just above 30% to
50% in 17 years. IR

I
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m Bill calling for five-year émﬁmb%wr@ :%% ﬁwmom to be tabled soon

B
g
g

v Robyn Chalmers 8A Residential Developers’ Associa~-  and inspectors would ensure builders SA (Bifsa) CR Ian Robinson said the tion MD Johan De Ridder told the con-
- tion conference. Council Peter All-  com mmm with its provisions. organisation broadly backed the coun- ference that a system to provide hous-
1- § | RUSTENBURG — A bill which is ex- sopp said the most recent draft of the e council could discipline build- cil and the objectives. Bifsa had initial- ing credit to low income earners was
- anﬂmm to equip all new houses with 2 bi indicated that all houses built ers by either reresi tering or suspend- Iy opposed the hill, however, as it did ing explored. This wonld look at
r ve-year warranty against structural would have to be registered with the ing them. All builders were requiredto not Wmﬁmﬁ there was a need for the blendi government’s housing sub-
- defects will be tabled within weeks, council. The council would become a  register with the council ifthey wished councilto be astatutory body. sidy with credit but would be targeted
; m.oon.%mhq houses, often built by statutory body. toaccess bank mortgages, The federation also argued that the  atemployed people.
2§ | fy-by-night contractors, have been 2 Previously, only houses costing less Allsopp said 61 contractors had al- council’s board and the fund should be He sajd banks had generally hot en-
wu.chE in the industry. Defective than R250 000 had to be registered, ready been deregulated and a further Separate entities. Robinson said this tered the market with loans of less
1 omes have been a key réason behind  and thus subject to a warranty, which 57 suspended from the council, -Was necessary so the private sector than R50 000, while there had been an
t § | bond boycotts. was voluntary, The warranty is funded The biggest. bone of contention for could compete, However, Allsopp said  explosion of unsecured — generally
g The National Home Builders’ Reg- byal,3% levy on all houses built, the construction industry was the war- the bill was likely to implement 2 gin- cash loans into this market. Retail
3 istration Council Bill was a key issue A wnm.r».w workmanship manual ranty fand, or funds. gle fund entrenched for five years. lenders were making 15 000 loans of
: during a heated debate at Yesterday’s would be produced in terms of the bill Building Industries Federation of National Housing Finance Corpora-  aboutR3 000 cach month.
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All neW omes could haV W,

MR Y4198

Sun City — A]l new homes may soon be
covered by warranties, Peter Allsopp,
the managing director of the National
Home Builders’ Registration Council
{(NHBRC), said yesterday.

At present, only homes that cost less
than R250 000 are covered by war-
ranties. Builders in this niche market
are compelled to pay a 1,3 percentlevy to
the NHBRC to insure against structural
defects and developers who do not fulfil
contractual cbligations.

ADELE Sku.

“All houses will have a deemed war-
ranty,” Allsopp said at the South African

Residential Developers’ Assoclauon
(Sarda) conference.

This was based on the most reeent
draft of the NHBRC and Homte Owners’
Protection Measures Bill. '

expected {o be released for public com-
ment within the next two weeks. It will
cover the future of the NHBRC.

The five-year structural warranty

aﬁ:mes

istered with the NHZBRC It also implies
that the NHBRC will remain ag the over-
seer of the sole warranty fund.

There has been a battle between the
council and various other factioens,
gpecifically the Building Industry Fed-
eration of South Africa (Bifsa), over a
call by the government last year to
change the NHERC into a statutory
body from its present voluntary format.

' Two proposals have been put for-
ward relating to the NHBRC and the
fortheoming legislation.

The government, supported by the
council, had suggested that the NHBRC
and its fund carry on in its present form.

'~ The second proposal called for the board
" and the fund to be separated. It is sup-
‘ported by Bifsa, Sarda and the South

. - = African Property Owners’ Association.

The first draft of the legislation is

At the conference yesterday, over-
whelming support was expressed
through an informal vote for the second
proposal, to open the homebuilders
market to competition.

.
P




Friday May 8 1995 SOWETAN

Nafcoc tocj
announce ;-
-mérger with
contractors -

By Shadrack Mashalaba

HISTORY: will be made at the'Mpumalanga branch of
thé'National African Federated Chamber of Cominerce
and Industry s-annual general meeting when thie drgan-
isation announces its merger with the ’Eastem
Transvaal Builders, Contractors and Allied Tradé.”
Nafcoc, Mpumalanga, president ‘Steve Skhosana
- said-talks had been héld with Ebcat and had proved to
be frultful Skhosana said there was also a pOSSlbIllty
1hat the orgamsatlon mlght change its name.
- will”be held" at Zithabiseni Hohday
spru:t i Mpumalanga on' May

- new executwe' commit:
tee for the provmce

® Strengthenmg dlé- ‘ Breakthrough

cussions and mputs oh’ |!E e
major économic deci- has n made in

sion’ such as develop- ‘the MDC ,
ment bf small, medium oo
dnd ‘fnicro enterprises- )
(SMMEs) black eco- :
nomic empowerment, major prospects within the
Maputo Development Corridor (MDC) devclopmcnt
and other infrastructural projects.

The report back on last year’s operations, said
Skhosana, would highlight progress made on the pro-
motion of small business and relationshxps with the
Govemment and orgamsauons engaged in prornotion
of;small business such as the Natlonal Small Business
Cotificil. KR 1

‘He said' the newly. elected 15-member executlve,
wh:ch _will serve a two—year term, will take over from
the Current 12-member executive, whose term ended
last month. . Tem o w

“Breakthrough has been made, partlcularly~m the
MDC. A tender system has been put in place and some
of our members have benefited. However, something
still needs to be done. to simplify tender procedares
which are still biased towards the old guard,” he said.

Skhosana said the provmces Premier Mathews
Phosa~and MEC for ‘economic affairs Jacob Mabena
are' ékpected to attend the megting,

"Formore- information on the conference contact
June Chauke at-(0135) 656-5595 or ring-Rahapa
Madimabe at (013} 986-0262.

“"‘-—-—/.:
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Changes to state’s
tendering po

dis

Building Industries Federation prefers old system

app¢

— g
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Pretoria — The Building Industries
Federation (Bifsa) was disappointed
with changes to the government's affir-
mative procurement policy, Ian Robin-
son, the executive director of Bifsa,
said yesterday.

Robinson was commenting on the
plan announced last week by Jeff
Radebe, the minister of public works,
and Sipho Shegzi, the director-general of
public works, to intensify its affirma-
tive procurement policy (APP).

Robinson said the APP until now
had focused on joint ventures, and it
was a policy Bifsa had supported.

“That policy, as far we are con-
cerned, has produced some favourabie
results. As for public works, that policy
has only cost the fiscus 1 percent more
than it would have cost. On the assump-
tion that those figures are correct, we
are disappointed that there is a need to
change policy,” he said.

Robinson said the reason given for
the need to change policy was that
some contractors were circumventing
the policy,

“If that is true, we deplore it. But we
have no evidence of it. We would have
liked the old system to have been given
more of chance of success.”

Radebe said the new policy was a
concerted effort to develop and promote
sustainable growth of black construc-
tion capacity as prime contractors of
large public sector contracts.

Shezi said it would entail:

. [0 Amending the APP specification to.

create a préference for black contrac-
tors wishing to participate on public

--works contracts as prime confractors;

O Identifying appropriate projects for
inclusion; -
O Developing an appropriate mentor-
ship programme to guide the develop-
ment of black construction enterprises;
OMobilising private sector financial re-
sources for initial capitalisation; and
[0 Easing access to plant and materials.
Radebe said the targets set for the
policy, which he hoped would be
achieved in the next 18 months, wonid

‘béspplied to'90 percent of national and

provincial projects; 25 percent of local
government projects; and 15 percent of
public works projects procured by
pargstatals. .

Robinson said Bifsa would not takea
stand-on the new system until it had
had the opportunity to study its impli-
cations properly

Ian Robinson

However, he said the joint venture
principle of the old policy was applied
in a transparent way, it involved consul-
tation and it was supported by the es-
tablished contractors.

“It seems that the new system has
been imposed on the industry. There cer-
tainly was no consultation with Bifsa on
it, and that is irritating,” he said.

Robinson said a fundamental con-
sideration was the capacity of emerg:
ing contractors. As much as Bifsa
supported the need for black empower-
ment, it did not believe this would hap-
pen without a substantial increase in
the training component.

“We are doing our best to use our re-
sources fo train, but we need support
and help from the government, especial-
ly in the entreprensurial disciplines, in
bringing contractors up to speed.”

Shezi said from August 1996 to Octo-
ber last year, 3 423 contracts;'é'“Were
awarded on an APP basis, which hid re-

.. sulted in affirmable business enterpris-

es participation amounting to 28 per-
cent of the total of contracts.

He said the cost premjum of apply-
ing the APP had been 0,8 percent. The
initial prediction was 10 percent to
15 percent.

But he said there had been limited
participation of affirmable business en-
terprises as prime contractors on pub-
lic sector construction contracts.

Radebe said the public works de-
partment was aware of its constitution-
al obligation to implement a procure-
ment and tendering system that was
equitable, transparent, competitive and
cost-effective but which permitted cate-
gories of preference in the allocation of
contracts and ensured protection or ad-
vancement of previously disadvan-
taged people.
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Black building firms set to get
bigger slic

AUDE DASNOIS
Busivess Eomor

The Department of Public
Works has moved to stop the'
use of black construction
companies as fronts in bidding
for big public works contracts,
The Strategic Projects Initia-

tive, launched in Pretoria last .

week by Public Works Minister
Jeff Radebe, is designed tofill gap
-in the Government’s affirmative
procurement policy, which has
now been operating for 18 months,”
8ivi Gounden, public works
deputy director-general in charge
of property development, said that

e o3

although the policy was working
well in giving smaller black firms a
bigger chunk of the R900-million
anmual public works contract mar-
ket, it had not really succeeded in
helping to develop heavyweight
black construction companies,

pointed™at the way existing con-
struction firms had responded t
the programme, he said.
The affirmative procurement
policy is a series of measures
which gives companies owned by
black people, disabled people and
women {"affirmable business
enterprises”) a better chance of
winning a tender for a state con-

ol
s ber 1997, tenders worth R914,5-mil-

The department was “disap-*

by

- rect this through measures aimed |$

»

tion was on smaller projects.

“minimising the use of black com-

73

Between August 1996 and Octo-
lion were awarded by the Depart- '%._
ment of Public Works, with 28% of |} ;
tl;em going to black-owned compa- i
nles. , - Lo : “
'+ Butmuch of the black participa-

The new initiative hoped to cor- [

at making sure that control of joint |&
ventures on Government tenders
stayed with the black-owned part-
ner. It also aimed at limiting the [f¢
involvement of speculators and at [&&

panies asfronts, Mr Gounden said. [

TERRAg : . ! g T
‘Tradltlo_nal poisoning’ feared as threé kids

.

* ‘ARGUS CORRESPONDENT -+

Durban - Three KwaMashu chil-
dren have died and a fourth is
fighting for her life after what is
believed to have been a “tradition-
al poisoning”,

Police are awaiting post.

mortemn results before acting, but
there are strong indications that
the poisoning follows “advice”
from a traditional healer to rid the
children of “evil spirits”. ,

Doctors believe Phindile Bhen-
gu, 2, Senzekile Zondo, 3, and
Phumla Bhengu, 5, died from

'VIII Hospital. Captain Percy [&

die

ingesting some poisonous sub- i
stance. A fourth child, Bulelwa ¢
Bhengn, 10, is still in a critical con-
dition at Durban’s King Edward B

ity I
e 2 AL
- nad, 5] %) . .

Mthembu of the KwaMashu police
said a post mortem would be done
later this week, ]
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Construction contractors close ranks
Ul (32D

ADELE SHEVEL

Johannesburg — The Construc-
tion Industries Confederation, a
unified body representing the
leading players in the construe-
tion contracting industry, was
officially launched in Cape
Town yesterday after four years
of negotiation,

Mandla Ndlovu, the chair-
man, said the confederation
would become increasingly
meaningful in the industry He
urged the government and
other stakeholders to support it.

The confederation would at
first focus on promoting and
facilitating the merging of the
building and civil engineering
industries. But other priorities
included the formulation of a

strategic plan, the merging of  ypEING SUPPORT Mondia Ndlovy, the chairman of the

training schemes and boards, . . .
and the public works depart. 2% Construction Industries Confederation ot ANDREW BROWN

ment green paper on the trans-  regarding housing, transport eight members from the estab-
formation of the industry, and water affairs, lished indusiry and eight from
labour legislation and issues The couneil consists of the black construction sector.
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Industry players unite to speak with 0

GRAHAN NORRIS
PROPERTY EDITOR

unified body representing the
major players in the con-
truction industry, the Con-
struction Industries Confederation
(CIC) was officially launched in
Cape Town this week after four
years of negotiation.

Guests at the launch included
Housing Minister Sankie Mthembi-
Mahanyele, Transport Minister Mac
Maharaj and newly-elected premier
of the Western Cape Gerald Morkel.

Chairman Mandla Ndlovu said
the CIC would become increasingly
meaningful in the affairs of the con-
struction industry and urged the
government and other stakeholders
to give it the support and encourage-
ment it needed to succeed.

The CIC will focus initially on pro-
moting and facilitating the merging
of the building and civil engineering
industries. Among the priorities wiil
be the formulation of a strategic
plan, the merging of the training
schemes and boards, the PWD green
paper on the transformation of the
industry, labour legislation and
issues with regard to housing, trans-
port and water affairs,

PROPERTY

o

ne Vol

BRIDGE BUILDERS: Mandla Ndlovu, chalmnan, and Naude Klopper, vice
chairman of the Construction Industries Confederation

“An identified priority is to focus
on regional structures to take the
process further, It is important how-
ever, to gain the support of the con-
stituencies we represent. This will
enhance our efforts and allow the
process to evelve naturally,” Mr
Ndlovu said.

The creation of the CiC has come
about after nearly four years of
intensive negotiations between the

Association of General Contractors
(AGC), the black construction indus-
try (comprising the Africa Builders’
Association (Aba), the National
African Federation for the Building
Industry (Nafbi), the National Asso-
ciation of Black Contraciors and
Allied Trades (Nabcat)), the Build-
ing Industries Federation South
Africa (Bifsa) and the South African
Federation of Civil Engineering

< e
hm\wwmoﬁc/.ﬂucﬁ m@n%ow—.ﬂwm council

consists of 16 members, eight from
the established industry and eight
from the black construction indus-
try.

The new organisation will be rep-
resented by an executive director -
who is still to be appointed — with
very limited staff. The infrastruc-
ture will be supported by the con-
stituents and their staff.

Mr Maharaj said: “In unity there
is strength and the CIC can capi-
talise on this strength by having one
strong credible voice to speak on
behalf of the construction indusiry
aswell as having the potential tobea
united force for improving condi-
tions and promoting development in
the whole sector.”

Ms Mthembi-Mahanyele said that
when she became housing minister
in 1995 she had challenged Bifsa and
the black construction industry to
form a united body to liaise with the
government.

The newly-formed CIC could play
an important role in supporting the
aims of the housing code currenily
being drafted. The code would set
minimum standards for the size and
quality of housing that could be built
with the R15000 state subsidy.




Bmldmg pro]ects
for 1997 passed -

‘the R5bn mark
() 191618 )

ADELE SHEVEL

Johannesburg — Projects put forward last year, -
as indicated by private-sector building plans
passed for non-residential buildings, reached a
total of R5,4 billion in nominal terms,
according to Erwin Rode’s latest office develop-
ment review,

The amount for 1996 was R5,3 billion. The
ninber of plans passed in January this year
was K461 million, up 33,9 percent from January
. last year. The Jump was propelied by a 146 per-
- | ~cent-inerease. in. plans for shoppmg space last

year. Many of these might be casino buildings,
said the property economist.

Plans for new office buildings dwindled to
66 percent of the January 1997 fotal. Plans
passed last year for office space were down
8,2 pércent from the prevmus year, according to
Rode’s report:

Office construction decreased 25,3 percent
from last year Rode predicts a further 13,7 per-
cent reduction in new office developments this
year, based on projects under construction
or committed for completion before the end of
. the year.

Aftera dechne in the fourth quarter of last
year, demand for office space picked up again in
the first quarter of this year. Quarter-on:
. quarter demand for grades A &'B offices
. combined increased by 1percent, or 87 500m?.
' Take-up was the strongest in the decentralised
nodes of Cape Town and Durban.

A lower level of office construction and an
,increase in demand affected office vacancies.
Nai;mnally, grade A and B office vacancies
dropped to 9,7 percent in February this
year, compared with 9,8 percent in November
lastyear“_ L e

" Cape Town bucked the trend 1n néw offite -
construction. Cape Town reported an increase
in construction activity of 18,6 percent 1ast year.

y'Fo date, the total floor area of office space under

Yohstruction or committed for completion’ by

%(he end of thls year totals 96 5'If2m2

e e
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Welfare Dept
rapped over

budget controls

Cape Town - The Welfare De-
partment has come under fire
from Auditor-General Henri
Kluever for inadeguate conirol
over its budget for the 1996/97
financial year.

A report tabled in Parlia-
ment yesterday shows that in-
adequate control resulted in,
among other things, unautho-
rised expenditure of more than
R400 000 and problems with
donor funds.

However, Kluever praised
the department for leading the
process of solving serious defi-
ciencies in the control and pay-
ment of social pensions coun-
trywide. .

Unauthorised expenditure
as a result of not complying
with tender procedures in-
cluded payments to a8 company
for conference facilities, and
payinents to hotels.

Internal conirol measures
for administering foreign fund-
ing of more than R2,1-million
were found to be inadequate.
Funds were received from sev-
eral donors without the neces-
sary treasury approval. - Sapa

Black contractors get

R283-m staég tenders

Affirmative action used to reverse previous discrimination

By Jovm;.”flp\lu'mo /
Cape Town

lack contractors, previ-
B ously denied access to

Tucrative state tenders,
have started to access state con-
tracts valued at millions of
rands, it has been disclosed in
Parliament.

Public Works Minister Jeff
Radebe said that as a direct re-
sult of the Government’s affir-
mative action procurement
policies, black contractors had

. been awarded prime slices of 11
construction tenders valued at
R283,4-million.

Radebe also announced that
the Cabinet had approved the
amendment of joint venture
specifications to ensure that
90% of future national projects,
25% of local government pro-

atletis——

jects and 15% of projects pro-
duced by parastatals were
awarded to previously margin-
alised contractors.

The change to the specifica-
tions was brought about by the
realisation that although parti-
cipation of black contractorshad
risen to about 44% of all public
works projects, there had been
anegligible increase in the par-
ticipation at prime-contractor
level, especially in the project
category above R2-mitlion.

“We're delermined to use
procurement systems as a
mechanism to fulfil the consti-
tutional obligations we have to
work for the reversal of previ-
ous discrimination,” he said.

These new projects will be
carried otut in the Western Cape,
Gauteng, Free State, KwaZulu
Natal and the Eastern Cape.

Projects in Gauteng include
the R43-million Constitutional
Court building and a2 R17,5-mil-
lion project to build magis-
trates’ courts in and around
Pretoria. A total of R23-million
will be spent on new detention
barracks at Thaba-Tshwane
and R22:millien on a training
hangar at the SANDF’s Centu-
rion School of Logistics.

Cape Town projects include
the construction of new magis-
{rates’ buildings in Kuils River
and Blue Downs (Ri5-million),
additional buildings for civil
courts and judges' chambers
(R1i-million) and the erection
of a magistrates’ court building
in Khayelitsha (R18,4-million).

In Durban, R19-million will
be spent on the SANDF head-
guarters and Ri3-million on
workshops at the ajir force base.
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STRIVING FOR EMPOWERMENT Public Works Minister Jeff mm_Qm_cm

By ZB MOLEFE

PUBLIC Works Minister Jeff Rade-
be this week became the champion
of the small operator in the coun-
fry’s consiruction industry.

Speaking during the debate on
his budget vote in the National
Council of Provinces, he told of his
department’s 17 new construction
projects this year — costing more
than R10 million each.

Another 11 projects worth
R283 million will be undertaken
through joint ventures with black
contractors.,

Recently Radebe told City Press
of his vision of creating an enabling
environment for growth and devel-
opment in the construction indus-
try. Ithas been a gigantic undertak-
ing in which he and his department
consulted widely with representa-
tives of the private sector.

These included organisations
ranging from “Cosatu, Disabled
People of South Africa, the Surplus
People’s Project, the Western Cape
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NGO Coalition and
and Environmental
KwaZulu-Natal.
Radebe said since the Depart-
ment of Public Works (DPW) was
established it had always been
treated as “a Cinderella depart-
ment”. This meant it was narrow-
ly confined to the duties of a prop-
erty manager and facility main-
tenance agent, In other words, the
DPW was never served by a minis-
ter with a single portfolio “and
was always latched tos another
state department”. = -
Listening to Radebe, it becomes
clear that the spectré of poverty is

Traditional
Affairs in

" foremost in his thinking,. Last year

the DPW published a White Paper
and a Green Paper which spot-
lighted the problem and possible
solutions in detail.

. “The combination of South
Africa’s unprecedented unemploy-
ment problem, high levels of pov-
erty, lack of skills and training
and enormous backlog of socially-
useful assets for use by the major-

predib e

ity citizens reqrires the DPW to
make dramatic contributions in
the form of public works pro-
grammes,” Radebe said in his
White Paper last year.

According to the government's
Growth, Employment and Redis-
tribution pelicy, more than 400 000
jobs have to be generated by 2000.

To achieve this, the success of
the Public Works Programme will
concentrate on five areas:

O Reducing unemployment by
creating productive jobs and op-
portunities for local (building)
contractors using labour-inten-
sive construction methods;

O Providing education and train-
ing (both vocational and generic)
10 unemployed people - especially
women, youth and rural dwellers -
“to increase their chances of be-
coming self-employved or enter the
formal economy”;

O Empowering communities
through providing job opportunit-
ies, transferring skills and creat-
ing community assets in a manner

N Q)

EEoV#VE%/W}EEEEmm. capac-
ity to manage their own affairs;

B Contributing to building and
strengthening provincial govern-
ment, local government and other
local institutions; and

O Providing relief and temporary
livelihood support to threatened
communities during times of dis-
aster, through maintaining the lo-
cal economy by bringing funds
into the area.

It is because the specire of pov-
erty has always loomed large in
Radebe’s thinking that he is pro-
moting the empowerment of the
small player in the building indus-
try in generat and the DPW in par-
ticular.

Last year’s draft of the National
Small Business Enabling Act was
his starting point. The Bill high-
lighted the development of small,
medium and micro-enterprises
{SMMEs) as “an impartant means
to tackie the chatlenges of job cre-
ation, economic growth and

equity”.
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Radebe wants a bigger
role for black builders

(I (0R )7 4/9

Lynpa LoxTonN

Caye Town — Jeff Radebe, the public
works minister, yesterday called on the
private sector not to limit joint ven-

fures with black construction firms to

government contracts.

Speaking during the national as-
sembly debate on his budget vote,
Radebe said he had received com-
plaints from black construction firms
about the refusal of established con-
struction firms to include them in pri-
vate sector projects. Joint ventures
coitld be used as confidence-building
measures, “providing a useful frame-
work in which South African firms
from different backgrounds can deve-
lop together; using the skills and exper-
tise which they each have.

“I call on all those involved in the
private sector to reciprocate this ap-
proach and work towards the nation-
building we all desire.”

He said that although his depart-
ment's affirmative action programme
had increased the use of black contrac-

tors ggernment projects, few had
developed into prime contractors in
major projects and steps were being
taken to correct this situation. “The
established construction sector will
not be sidelined. But we are operating
in an economic and political environ-
ment that requires the state to use its
musele to overcome past injustices.”

His department’s construction in-
dustry developiment programme was
aimed at developing the industry as a
vital part of the country’s overall eco-
nomic development.

He planned to table the Built Envi-
ronment Statutory Council Bill before
the end of June, paving the way for fur-
ther legislation to review therole, func-
tions and structure of the councils rep-

resenting the  architectural,
engineering, quantity surveying and
valuers professions.

The introduction of fhe medium-
term expenditure framework meant
that government could now commit
funds to projects that would take a
nu;nber of years to complete.
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Johannesburg — Conditions in the
building industry in the first quarter
of 1998 were sluggish across the con-
Jracting, distribution, Jand manufactur-
iing sectors, according to the latest

- Business and Marketing Intelligence
survey.

This, along with other economiic fac-
tors, meant the industry could expect an-
other year of non-growth, thus operat-
ing at about 70 percent of the peak
investment level seen in 1984, The prog-
nosis for matching this level of activity
by 2010 was increasingly pessimistic, the

,report said.

' Ttsaid the lack of performance in the
affordable housing gector had con-
tributed partly to this sluggishness and
confinued to be disappointing. The re-
ported curtailment of subsidy alloca-
tions did not contribute to confidence in
an already fragile market.

*  PFurthermore, there was a lack of ac-
[cess to finance, land and subsidies in the
affordable housing segment, and this
had a further constraining effect on
development.

.4 The report also said the residential

. sector of the'building industry had been

Bu_lldmg industry ‘can expect
ianéther year of non-growth’

ylblag

slow owng in parhcular to punitive in-
terest rates. The 1 percentage point fall
in the interest rate recently was too
small to attract buyers to any large ex-
tent and it would probably take more
than a couple of percentage point de-
creases in the rate to stimulate in-
creased investment, the report said.

In the non-residential sector, the re-
port said the declared intention of major
institutions to reduce their exposure to
property to the iniernational norm of
abouf 7 percent of total assets had al-
ready resulted in an effective divestrhent
of some R1 billion a year. Casino devel-
opment had also affected building actw—
ity, the report said.

Competition in the industry was
high, as were the costs of building, land,
labour and material.

The outlook for the next six to 12
months was therefore ‘“not exciting”.
The emerging sector expected condi-
tions to improve by up to 5 percent.
However, the established sector expect-
ed it to remain about the same as this
time last year;

The latest report concluded that
growth in the building industry plvoted
around business and investor

. confidence.




Government hel

CHARLES PHAHLANE
PARLAMENTARY BuREAY

People used to band together and help

-one another build houses - without
the help of contractors.

Recognising this, the Governmment
has devised the Supporting the Peo-
ple’s Housing Process, which the
housing department explained to leg-
islators this week .

Pilot projects have begun, and
progress is being made.

The Victoria Mxenge project,
which was visited by United States
President Bill Clinton, is one of the
deparfment’s success stories.

There are about nine pilot projects
in total, including the Piesang River
one near Durban. ‘

The policy sets up financial, tech-
nieal, logistical and administrative
support to help people build or organ-
ise the building of their own homes.

This will be done by making ac-
reqs tn hansging anhaidiee pacier and

)

promoting the’ mostTos m.%ﬁﬁmm
of resources and skiils.

People settled informally on jand
not belonging to them, living in over-
crowded honses or backyard shacks,
will have support services available
to them to fast track the process of get-
ting ahouse.

The policy encourages and sup-
ports individuals and communities in
their efforts to fulfil their own hous-
ingneeds.

Tt will help them to getland, secure
tenure and services and to find tech-
nical aid, which will lead to the em-
powerment of the community. f

Support organisations, to help
people get houses, will have to estab-
lish themselves as legal entities to
secure the houses: ) )

These entities will facilitate acqui--
sition of land on the basis of secure
tenure, and provide technieal, finan-
cial, logistical and administrative
support to housing gubsidy beneficia-
rioe far the huildino nfhnticae

s DIY house-butlders

ARG & /4/F8

A group of families, or a communl-
ty-hased organisation, may establish
itself as a legal entity or coniract with
legal entities.

1n the case where people ave living
on land to which they do not have any
rights, the local government will need

* o decide if the site is suitable for resi-

dential development.

The legat entity will help the com-
munity elect a housing support pro-
ject committee, which will identify
families who wish to take part in the
project and establish a register of
-residents.

The legal entity and the commmmi-
ty will determine planning criteria
for plots, roads and other land uses,

» the degree to which servicesare tobe
upgraded, and formulate service
_ agreements, including costs.

The legal entity will preparea
proposal, including a business plan
to be presented to the Provincial
Housing Board (PHB), which will

annrave the nraiact ifit maoato ite

required criteria.

The legal entity, using the gkills of
the community where possible, will
pegout plots and roads and install the
servicesneeded. -

On the hand-over of the serviced
gites to the local government, the
PHB will pay the legal entity.

The legal entity then will transfer
ownership to each family, subject to
the sale of the sites.

The legal entity will also establish
the housing support project functions
facility, where the group of beneficia-
ry families will draw up guidelines
and rules, design their own houses
and, once approved by local govern-
ment, the family, supported by the
legal entity, willbegin building the
house. RS

Three other variations of the
mode! outlined are also possible with
the emphasis being on people settled
on Tully serviced sites, with or with-
out ownership rights, and “landtess

nannla’
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Builéiing industry takes a severe knng

Mzwandile Ji_icks

THE building and construction, in-
dustry has suffered a “severe
knock” this year due to high inter-
est rates and the failure of the
housing programme to take off
convincingly.

Industry experts say this came
despite government plans to open
eight new toll roads, including one
that is the catalyst for the Maputo
development corridor.

The issuing of casino licences
had brought hope of improved de-
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mand for cement and other build-
ing materials. However, only two
casinos have been built so far —in
Nelspruit and Withank.
ing the opening of Parlia-
ment earlier this year President
Nelson Mandela said his govern-
ment would probably not be able
to meet the 1-million houses tar-
et set for next year, adding to
uilders’ woes.

Building Industries Federation
of SA (Bifsa) CE Ian Robertson
said at the weekend: “The mood in
the first and second quarters of

2
this year has nglgen bright. Ab-

ga's announcement to increase
lending rates has made matters
worse for the industry.

“We were expecting about
R5bn turnover in the next three
years from casinos and other pro-
jects, but it seems damage-has
been done to this aim.”

Concrete Manufacturers Asso-
ciation director John Cairns said
the number of projects under way
in the construction industry had
slipped 10% compared to t}le same

timelastyear.m 5 ”a | q%
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5 . departments for work already completed.

'GOVERNMENT.-is partly to:blame, for the .. At a,time when: the. industry is working
4% iticreagé in the liquidation of constryc- -i.-hard at-unification,job creation and raising

tion coriipanies for the first four months'of  standards, it is"a travesty that companies’

this year, the Building Industries Federa- 3 are going under due to government’s poor
tion of SA (Bifsa)says. .., . 4. financial management. . o
+ . This increase compated with a Q.onummmmat “The powers that be should be concen-
of 13% in the overall rate of liquidations in™trating on encouraging companies to pros-
m..,ﬂ country and was causing concern in the ,per rather than contributing to their
construction industry, said Bifsa mNmoﬂﬂqm/D&mnmmmus hesaid. .
diractor Ian Robinson. ™. Needless to say, small to medium enter-
11 During last year, 285 construction com- {Pprises that.are more likely to encounter
panies were liquidated — of which a third "\ cash-flow problems and are financially in-
was voluntary — representing a 15% in-__ capable of carrying the burden of late pay-
créase compared with the previousyear.  “Qments or the failure to make payments, are
' Robinson put some of the blame firmly at éﬁpm hardest hit. Some are even resorting to
the door of local and provincial govern- -demanding bank guarantees before taking
ments. “It has become clear that the in- onanygovernment work. ::
crease in liquidations is not due to hard eco- “The matter has been reported to the na-
notic times, but rather to delays or failures  tional finance minister and the relevant

5.
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the extent and consequences of del

. payment,” Robinson said. ‘-
- .t Gordon Taylor, Merrill

CREE ey

ovtblamed for construction firms’ hard times

to make payments on the part of provincial ~ provincial finance ministers to investigate

ayed
ALY |

Lynch-eonsiruc:.’

~tigh*dnalyst, said: “One cannot put all the
blame on government due to late payments

. and the failure to make payments. The con-
stroction industry expected this year to be

WOT.

ﬁosmn , just like last year. There isn't much
around. Delayed payments and fail-

ure to make payments by government is

just the cherry on the top.

“Construction companies listed on the
Johannesburg Stock Exchange are not ex-

pected to go under as a result of late and '

failed payments by government in the fore-
seeable future. I dont think it will reach
that stage. The issue is the small to medi-
um-sized construction companies that are
doing projects of up to:R20m. They.are
much harder hit than the bigger firms.”
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CONSTRUCTION Widespread layoffs lie ahead, warns association president

Rates rise knocks builders

o () 13] )44

SHIRLEY JONES | ‘
KWAZULU NATAL EDITOR

Durban — The latest increase in
interest rates was a severe blow
to the building sector, Peter du
Trevou, the president of the
Clay Brick Association and
managing directer of Corobrik,
said yesterday.

The increase has taken some
mortgage rates to 20,5 percent,
and Du Trevou warned that un-
less it was short lived, wide-
spread layoffs were inevitable as
the effect of tighter money hit
building contractors and build-
ing materials manufacturers.

“The building industry is al-
ready slow because of minimal
public sector investment. Sus-
tained high interest rates have
depressed the private residen-
tial sector and the new mortgage
rate is likely to slow the tempo of
new house starts significantly.

“Home owners are now less
likely to borrow money for home
improvements, which means the
outlook is gloomy for the impor-
tant residential alterations and
additions sector.”

Du Trevou warned that if
contractors and manufacturers
were forced to lay off staff for a

prolonged period, vital skills
could be lost, leaving the build-
ing industry under-resourced to
meet future demand upturns.
For Corobrik the 2 percent-
age point rise ominously mir-
rors an increase of the same size
that pushed interest rates over

73)

20 percent and led to the closure
of its Pietermaritzburg and Bri-
ardene factories in June 1496.

The difference is that Coro-
brik, which is part of the Ton-
gaat Hulett group, is probably
better positioned to weather the
resulting downturn.

PHOTO BARRY TUCK

Cedric Savage, Tongaat
Hulett's group managing direc-
tor, told analysts two weeks ago
the 17,8 percent increase in-Corp-
brik’s contribution to group
earnings in the year to March 31
were largely due to cost savings
from previous rationalisations.
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L ate payment the reason, sa;//(sﬁlj%)? /

GRAHAM NORRIS
PROPERTY EDITOR

‘tion South Africa (Bifsa) has

B blamed the government for an
increase in liguidations in the con-
struction industry.

This follows news of a four percent
increase in liquidations of construc-
tion companies for the first four
months of 1998, This, compared with
a decrease of 13% in the overall raie
of liguidations in the country, is
causing concern in the construction
industry.

During 1997, 285 construction com-
panies were liguidated of which 95
were voluntary (33%), representing
a 1§% rise compared to the previous

1

The Building dustries Federa-

UCT .

v, {74

Tan RoDimson, executive director
of Bifsa, puts some of the blame firm-
ly at the door of local and provincial
governments, “It has become clear
that the increase in liguidations is
not due to hard economic times, but
rather to delayed or non-payment on
the part of provincial departments
for work already completed.

“Ata time when the industry is
working hard at unification, job cre-
ation and raising standards, it isa
travesty that companies are going
under due to government’s poor
financial management. The powers-
that-be should be concentrating on
encouraging companies {o prosper
rather than contributing to their
demise,” he said.

Needless to say, most hard hit
were the small to medium enterpris-
es that were more likely to
encounter cash-flow problems and
were invariably financially inca-
pable of carrying the burden of late
oF non-payments.

Western Cape Finance Minister
Lampie Fick denied that there wasa
problem surrounding non-payment
of builders in this province. “We do
not withhold any payment when itis
contractually due,” he said.

Mr Fick said that in order to assist
small contractors, five progress pay-
ments were made before the comple-
tion of a contract.

«“e do everything we can to
ensure that all contractual pay-
ments are done promptly,” he said.

L
v
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Rambow builds contggctors list

cr( ”’Q 70 b

contract worth R121 mi
“Rainbow has endeavnured to
empower previously disad-
vantaged sub-contractors and
individuals,” Jiyane said.
, It was an official policy of the
NPP Joint Venturg,to train and
"develop em&r’gmg“s‘ub-contrac-

-/ torgy ;th hstruction of the
prlsgﬁ .I%ﬁﬁle §a1d Of the

74)

Cape Town ~ Rainbow Construc-
tion, the black empowerment
construction company, was help-
kzng to]b Hld St egwork of
merging, sup ontraptors. for
pubtic 'ax}d prnzate seetdrgcon
tracts, Chns o 1yage;gthe chief X -
ecutive’ ofﬁcerfL saiﬂ yestett'dafr
The' company Was 4 ]o;mt ven: Rlzi,m;t]lhon (io é°¢t, R40 mil-
turé: partner in theiR75 million”  lion” was: allocatéd; to 80 af-
refurbishment of Park City. It firmiable busﬁes_s;gqférprlses
formed:part of the NPPJpj ot ¥ The.80- suh,égjh{ractors who
Venture; “Which recently’ com-‘ 5%%vem gwen tramjrig and develop-
pleted the Bav1aanspoort Bm,son ;a ent'gamed egp Jence which

Lynpa LoxTo
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would help them secure work on
future projects. It also gave Rain-
bow Construction a database of
sub-contractors that it knew had
the skills and infrastructure to
deliver on certain projects.
“Some of these sub-contrac-
tors have, in fact, already secured
work on other projects of ours.”
Rainbow Construction is
25 percent owned by Vuna Indus-
trial Holdings and 27 percent by
construction firm WBHO, with
the balance split between the
founder directors, management
and the Rainbow Share Trust.
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mlfotal of 62 136 motor1sis 1 ine
Western Cape have applied for new
licences.

This in'i:h_x&éd more than 32 000 new
public phones, which was substantially

on cement
Mﬂﬂsmmﬂﬂﬁ K(r/

Johannesburg-Ina hid to prevent
poor-quality housing construction,
the Government has declaredit
illegal for suppliers to distribute.” |«
cement without the South African
Bureaun of Standards stamp of
approval. .
Asfromto
factories unannounced to ensure
| cement, gomplie&wiﬂl SABS standards
If the cement is not up to scratch,

factory could face closyre — after heing:

day, tiie,bureau caﬁ

g

mittee, according to SABS divisional
head of materials technology Mario
Rocha. . Lo

The law, part of the Harmful Busi-
nesses Practices Act, targets mainly
emall companies which blend the main
with high propor-
such as fly ash

cement ingredients
tions of other materials

SABS to crack down -

, ers,Blue Circle,

+oen the cheaper, defective
visitw a lot for low-cost housing where “unso-

theig, phisticated builders

reported to the Department of {rads: gm
land Indhstry’s bhsinesé‘ﬁpracﬁeglﬁx{mw

) gpllers

T ent, making the product cheap-
er, but also less effective, says the
Department of Trade and Industry.
South Africa’s major cement produc-
Alphaand PPG already
aihere to-SABS standards. . - .
‘Colin Jones, sales and marketing
director of major producer PPC, said
product was used

» were none the

My, ocha, ruled out collusion
et cement suppliers and builders
ih Juptil uspecting cOnsUmers.

Somgie suppliers take advantage of
consumers who are trying to cut costs,”
saidMrRocha.

He said some of the cement blends
tested by the SABS didn't harden and
disintegrated in water.

The consequences of the blending
are obvious - rickety buildings and the
possibleloss of human lives. J
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: Board to be set
up todevelop -
constru

e )
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Bhlzlae,
dustry stakeholders
resolved yesterday to
establish a board to

.manage the develop-
ment of the industry,

The resolution wag tak-

en at-a meeting at the
vesidential . . guest
ouse in Pretoria to
Jaunch a business

glan to devélop the in--
ustry

. e meetin
was attended by Pub-
lic, Works Minister
JeffRadebe.

Stakeholders _ also re-

solved to establish a
register of contractors

which would identify |- -
ona fide” contrac-

tors in an indus

which has had little or,

noregulation.

It was also agreed to sup-
e

port the development
0f emerging contrac-
Yors:and develop pub-
li¢ and private sector
capacity to achieve
“outputs” that could
rapidly affect indus.
try performance,

. “Today’s significance lies

o

" es and ‘ninor adjust-.{ -
ments to’ the way'we |-
conduct our business, .

rther in the fact
that we are here ag
part ‘of ' a ‘Gommon
planning and devel-
-opment process — g
process to retool our
Industry for the chal-

lenges ~ of ongoin,

- change,” Radebe said -

at the opening of the
meeting,

This is not ... a ‘qﬁiék‘

and dirty’ process. It
s not about quick fix-

' Nor is'it grandstand.

ing' to assert. yester--| -,

year's positions.”d
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Building industry hit

b .
MszdileJa Za ‘) m

THE construction industry is re-
trenching employees “across the
board” as a result of recent inter-
est rate increases, says Jan Robin-
son, CE of the Building Industries
Federation of SA. .

The loss of jobs among con-
struction workers could have a
damaging effect on future low-cost
housing  delivery, which
gained momentumgzljfrenenﬂy.

The exodus of building skills
could take years to restore a8 most
workers moved into other indus-
tries, Robinson said. S .

He had earlier announced that
the recent spate of interest rate
| rises had deshed hopes of a pro-
jected 3%-4% growth in the con-
struction industry. :

Robinson said there was a
ghortage of work in the industry
because there was little acﬁ.vitg in
the formal propierty market!. ¥ .

Most employees facing re-
trenchment ~were long-gerving,
which meant retrenchment pack-

5 would cost the industry a;“lot
of money”, he said. e

He could not give the exact
number of em({)loyees who had
been retrenched or faced retrench-
ment, as he was awaiting feed-
back from the industry.

In view of the unpredictable
nature of the markets, it would be
very difficult to estimate how
many jobs could be lost, he said.

“e do not know how long
these interest rates are going to be

. nomadic,” he said.

terest rate hikes

?Jth us.,Some people are suggest-
ing that by September things will
bebetter. @ .

“If this is true, then some peo-

‘ple are to hang in there. The

gong to hal
rand has to stabilise before these |

retrenchmentscanstol;;; .

. .1 Interest rate hikes d affected
family budgets as
pay more on their
than they had budgeted for.

. At a workshop organised

. BMI-Business Research Consult-
ing Unit to address problems fac-
ing the indusu-ﬁﬁethe wake of the
interest rates hikes, it was said

~ that if they continued, people

would prefer to use their money to
pay off debts than buy houses.
* “However, participants at the
workshop d that by 2010 the
industry would double its activity.
A strategist and cons
wellyn hewis, said it was “a
;gity” that people were being re-
. frenched while others might still
" be awaiting the axe, although he

was not awarepf this.
.} “The industry is subcontractor-
intensive and subcontractors are

Subeontractors employed peo-
ple only when there was intensive
activity in the industry.

Construction industry stake-
holders recently attended a dev-
elopment meetlel_ﬁ that resolved to
establish a board to manage the

process of developing the indus- *

try. The meeting was addressed
by Public Works Minister Jeff
Radebe. :

eople had to |
cusing bonds |

by‘

tant, |

 —



Builders’ spirits continue
their downward splral M)
- ) 113148

Samantha Sharpe

CAPE TOWN — Business conditions in the
building industry deteriorated further in
the second quarter of the year with confi-
dence levels continuing a
decline in evidence since
early last year, the latest

well beflow expectations during the second
quarter of this year, with the business con-~
fidence of respondents consequently wan-
ing until only 30% of respondents were sat-
isfied with prevailing conditions.

“Work volumes were
sharpg down compared
with the same period a

Bureau for Economic Re-
search (BER) building

year ago, while the vol-
ume of work executed in

i)
and construction survey [}
shows, -

The research unit
said that in the case of

contractors, for instance, %0
confidence levels were
now on a par with levels
that prevailed at the end 2

of the previous recession,
a situation borne out by
reduced building starts
and building plans
passed, and company
liquidations.

“The recent hike in in-

0

93 o4 05 95 97
Graphlc' KUBENDAVID:SDurce. BER 5 [
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the second quarter vis-a-
vis the first quarter also
deteriorated. Tendering
competition consequent-
ly intensified.”

Business conditions
experienced by contrac-
tors in the nonresiden-
tial sector deteriorated
further in the second
quarter, with work vol-
umes compressed
sharply compared with
the same time last year.
unfavourable

98

oy I “The

¥

terest rates will in all probability ﬁxrtl'i'réi' 'tend‘er'ing environment resulted in compe-

depress business conditions, particularly in
the residential sector,” the BER warned.
“Should ‘interest rates remain at present
levels for a prolonged period of time, or per-
haps increase further, the building indus-
tryisindeed heading for torrid times.”

Looking more closely at confidence levels
among contractors — considered a good
leading indicator of the overall business cy-
cle and a close tracer of the level of building
activity in the sector — the BER said cur-
rent conditions and expectations for the
third quarter were bleak.

In the case of residential building con-
tractors, building conditions turned out

tition intensifying and contractor profit
margins coming under pressure. The high
cost of finance and insufficient demand for
building work remain major stumbling
blocks hampering business operations.”

Business confidence among architects
had also taken a marked knock since the
group’s Rrevious survey, with business con-
ditions during the second quarter turning
out much worse than expected.

“Architects indicated that both the num-
ber of projects at sketch plan stage and com-
missions at working drawing stage declined
and that they do not expect any improve-
ment in the near term,” the BER said.

—




Companies & Markets

BUILDING & CONSTRUGTION

THE DEBRIS IS FALLING

EVERYWHERE

On site at the ruins

<y

concor’s Mpumalanga bridge collapse is
just more bad news for a troubled
construction sector The share prices of
most high-profile stocks in the building
and construction sector have hit the deck
as SA economic fundamentals have turned
wobbly.

Since May, the already depressed Build-
ing & Construction index has shed another
2000 points to a level of 4 037.

Leading the pack of price losers have
been two of SA's finest contractors, Con-
cor and LTA, which have shed half their
value over the past three months. Other
bombers have been Alpha, PPC, Basil
Read, Grinaker, Group Five and Wilson
Bayly Holmes-Ovcon.

The secior’'s average p:e ratio — a mea-
sure of the expected earnings power of the
companies — is 7,5 times and dividend
yield is at 5,8%. Merrill Lynch's top-rated
analyst, Gordon Taylor, says that based on
an analysis of the p:e relative to the in-
dustrial sector, the sector is rated at its
lowest level in at least 22 years.

The massacre points to market concern
about the record high real interest rates
and the general economic instability, and
the effect these will have on the building &
construction component of gross domestic
fixed investment (GDFI). The fact that it
has gone all the way down the chain to the
cement producers indicates that a long-
term downswing is expected.

NEW SHARE ISSUES

£ ? Conor's weekly relnnve sirengrh agnmst the JSE Buﬂdmg inde
. plotting shows that unfil Murch this year, its performance was

* stronger than the index, Now heuwi; oversold it has plenty of
 catching up to do. E

B L) B A ) BB B ) R B 2 a8 s Ty w—m:ﬂnﬂsmmf

Concor's case may be muddied by the
fact that its weli-regarded MD, Dave Wil-
son, left on July 10 and a bridge the
company was building in Mpumalanga fell
down (see Companies and Markets July 10).
But Wilson says he gave notice in Febru-
ary, a fact confirmed by Concot chairman
Neill Davies, and that the company is
adequately insured for the bridge.

Wilson is to settle in Australia, where he
will be iaking up a position with a local
associate of Hochtief, which controls 40%
of Concor. An announcement on his re-
placement is expected by month-end

All the other companies concerned
seem to be in a sound position. BOE
Secutities analyst Mike Haworth predicts
their results to June will show a rea-
sonable performance.

lssue

hare
pr[ce Opening  Closing cert Refunds Listing Lo
COMPANY AND TERMS: cents date dale  posted  posted date Seclor
CONVERGENT NETWORK — Listing of 150,542m ord shares of 1c each by way of private placing 9,798 Media

CORE HOLDINGS — L'sting of 60m ord shares of 1c each Details to be advised

INTERTRADING — Listing of 40m ord shares of 10c aach, Detalls to be advised.

. RESULTS AND DIVIDENDS -

Earned

54 The strong upward mave in Ihe dally closmg nce 1hrough ihe -
% short-berm moving average and uccumpumecr
"3 spurked off @ new buy signal in this previgusly welt eversold share!
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by high volume

LTA, Grinaker Construction, Concor, Al-
pha and PPC all confirm that they are on
track Many directors voice disbelief at
what is happening to the counters n their
sector and say the downrating is unjus-
tifled

PPC MD John Gomersall says it 15 "too
soon to panic” and that he expects interest
rates to drop as stability returns. Alpha MD
Mike Daoyle says building activity is likely
to slow down, but should pick up quickly
once interest rates recover “The private
sector is increasingly important in the
building spend and they tend to be more
interest-rate sensitive So the cycles are
likely to be quicker but not so violent.”

Haworth isn't so sure. “If exchange rates
stabilise interest rates could come down,
but that is not enough to make people go
out and spend. They need to believe that
the economy will be humming too. We
are, however, still worried about the in-
ternational markets. There are some big
problems and that tells us there are more
surprises to come in the exchange rate,

“We are advising people to leave the
sector alone for now,” he says. “You don't
want to sit in a sensitive part of the market
with poor tradability in a risky environ-
ment.”

Taylor says the value in certain stocks in
this sector, like LTA, is unhkely to dis-
appear in the next few months while
uncertainty prevails. Stuar! Rutherford

Pre~tox profit Poid Dividends.
—_—Rm %o cenfs pershare__ Amount  Register  Poyuhle
1997 1998 chunpe 1997 1998 1997 1998  Seclor tents by about
African Media ! , 47,8 13,8 +74 ANV [ 1] e —— Media — — —
Barzack D — - — — — - § Engineering § 24798 27798
Bivec D — —— — o e e § Engineering § 24 798 277498
Crown Consol P nfa *(24,4), — na *{36) — #  Rand & Cthers — — —
lota Financial P o072 +3,13 — »5 o)1 — #  Banks — — -
Lonhro Ple D — . —_ —- | = — 67,78 74,32 Ind Hold W'74,32 28 B8 9B 6.4.88
Publico Holdings P 0,18 Y082 +355 a2 T evio — #  Cash Companies —_ — -
Valtex D — — - — — - §  Electronics § 24798 27798

P =Preliminary. # = Weighted earnings par shave. ¥ = Headline earnings per share = Dividend. # = Dividend pagsed. * « Intarim dividend, 1 = Interim. ¥ = After exceptional flems n/a = Not

available. % = 10 menths +
LY

= 14 months, B = Provisional amount. 4 = Pro forma. § = Dividend in spec.e
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| Concrete
powers for

building @
watchdog
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Co Tmer protectlon is at the
heart of new legislation whlch
will turn the National Home-."\:
Builders Registration Council
into.a statutory organisation.
Intreduced in the National Coun-

.cil of Provinces this week, the bill will’

give the council, in operation for

1 three years; clout enforced by law.

The bill provides for setting mini-
mutm national quality standards and
warrantiesfor newly built homes, ~

Home-builders will have to rectify

. any reported defects within three

months of occupation, repair any roof

" leak within a year of occupation, and

repair any serious structural defect
reported within five years of
occupation.

This arrangement will be the min-
imum level of contractual ob11ga-
tions, the bill says.

One of the aims isto 1 nnprove and
maintain ethical and technieal stan-
dards in the home-building industry.

Registration will be the main
means of regulating the industiry,
with the council being entitled to
refuse to renew or to withdraw regis-
tration in certain circumstances,
including breach of obligations,

The council will be responsible for

producing a home-building manual

with guldelmes for builders.

Other means of enforcing ﬂlelegugrf

lation will include obligating mort-
gage lenders, conveyancers andsub-
sidy providers to ensure that homes
are to be built by a registered home-
builder.

Offenders, mcludmg lenders fail-
ingto make th1s check, and people
building homes w1thout being regis-
tered, will be liable to Ja;lfor a year or
afine of R25000 or both:A : :

1

Ovmer fears collapse of hoise, pagnsf‘
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Uproar over R412m
housing contract

Robyn Chalmers &n 2?- ?. ” Lo .’S

- i e T

SA’s construction industry is in an up-
roar over a decision by the Ganteng
Housing Board to award the country’s
biggest subsidised housing project to a
developer with links to tge board’s
chairman

The go-ahead for the R412,5m
scheme, involving 27500 low-cost
homes, comes at a time when subsidy

are running low due to budget
cuts. In Gauten%alone commitments
for 1998/99 total R1,3bn against abud- .
get of R700m. SR R

Subsidised deals contracted to a sin- \
gle private developer normally cover
nomore than 4 600 units, SR ¢ 3

The controversy centres on adeal in
which private developer Keith Law-

+ | rence, director of elorday Invest- °
ments and Antelom Investments, and
head of the SA Land Develo‘fment Or -
ganisation (Saido), is to build the hous-

es in two areas — in

north of Pretoria, and Vlakfontein:

near Vereeniging — gver eight years, MBI B L T T e R AR
 Lawrence’s companies havs moved B Gauteng Hiﬁgmm.mmmnvﬁwgmmmm deals *
LT . g0 .__.. [ f

rapidly into low-cost houging in recent .
yegrs. He secured the seml%egs of Gaut- '«
eng Housing Board chairman in " *;
van Zyl to facilitate the Viakfontein .
and Hammanskraal deal, '-. 2.5 . he
Van Zyl said at the weekend hewas ;
paid a “facilitation fee” by Saldo, but he - end
recused himself from Poard meeti B,

R e B % R LA RS SR
" Aokstion S et T i &

where the project was discussag, -~ el w i

Lawrence gaid heobtainedaneight-- - “was bought #n Mg n
yeartl,oanof RQODII% ﬁ-osnégolép of fm;i ! tll?ah:;ll;daay Investments for § - Un= . 1ty mad
eign bankers last Monday. He declined ' der. subsidy agreement, dated June ~ 't 8 ‘Atarting with civil ¢ i
to name the lenders for fear that they 18, the huus{ng boardt'paid Saldo “work and followed ‘;ﬂhﬂwmq p , B
.would be “inundated with requests” R14.4m for the same pieco ofland. civil infrastructure, tlle ‘tramifer of

allocation of 27 500 subsidies . The subsid

. er of |}
agreement acknowl- rties and the top structure. None [
was used a8 a government guarantee edged that theyland was significantly gf“” has yet been completed
and the bankers agreed to waive the overpriced. It stated that this was “not Y
normal $10m deposit, Lawrence said. acceptable from an affordability as -

+

‘\r
paid the doal bad S Aack

" Vi
According to documents, the con- wellasﬁ'omamoralpmn' tofview”, The ingof Gautenggovemmentand.the i
tract was awarded to Felorday and An. agreement required the developer to nn;gt‘:ional housing department. He cited [}
telom — which have subs. ently provide a R1%m bapk guarantee to - © .77 ;
3] | changed their names to the Tshepony cover any fruitless expenditure in case Lo Continued on Page 2
2 pted
L, s 0 2, S
s, atd

R S e Bt i
s #e i
=2 ( @ the developer’s performance, hesaid, &w
pr ‘ e project could revolutionise
S " -housing in SA. Jt is a blaql:hec‘t’)vx_llﬁngc_
Continued from P empowerment project w e ~|
2 Qﬁzﬁ ‘ng buift largely l?y small contractors, |
a sigifed memoranddm of inderstand- Theye may be some unhappiness about' »
ing between the Gauteng housizég de- one developer getting so many subsi-
partment, the Eastern Services Coun- dies, but thisis tobe expected. o
cil and the Vereeniging-Kopanong lo- Other sources in the construction
cal couneil. industry said the project raised a host
He said the province was protected of questions, such as why Lawrence
against defaults as it had committed wag awarded such a large contract on-
only R53m, covering the present finan- ungerviced land when local authorifies;
cialyear, out of the total project cost of with serviced land eccupied by squat- ‘
12,5m. Future finance depended on  ters were struggling to get subsidies. -
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a he iisnew bill
ul Co D e A
- with reservations
AT 28 [T qg (%%
Johannesburg ~ The Building Tndustries Federatlon
of South Africa (Bifsa) today welcomed changes in
the National Home Registration Bill, but was wor-
ried thata fund proposed by the bill did not offer
recourse to consumers. - e N
«wrhere is now a degree of concurrence between
Bifsa and the Department of Housing on certain key
issues uchasa gtatutory registration council for
home builders and home warranty pro?idei:s‘,” aBifsa
gpokesmarn gaidhere.. . o .
“What was particularly pleasing was thatithe bill
recognised that there could and would be warranty
{nsurance schémes in the private sector. o
“But Bifsa isvery concerned thatthefond p};opose,d
by:the bill once again offers no guarantees of recourse
to gonsumers= but remains what isloosely termed a
hest-endeavousr fund.” - Sapa

=



Ameéndments ease dispute

about buildin
B =TT

Robyn Chaliefs

A LENGTHY dispute between
builders and government over the
draft National Home Builders
Registration Bill appears to be
easing following recent changes
incorporated in the revised bill,
The contenticus legislation
seeks to give the National Home
Builders’ Registration Council
statutory powers to register all
builders. The bill will make it a

criminal offence to build a house to

be sold without being a registered
council member,

Ian Robinson, executive direc-
tor «of -the Building Industries’
Federation of SA (Bifsa), said yes-
terday the federation was “cau-
tiously optimistic” about the
changes,

The revised bill was published
in Parliafnent on. Monday.

One of the key changes was
that the revised bill recognised
there would be competing warran-
ty insurance schemes in the pri-
vate sector, However, Robinson

said Bifsa was concerned that the

legislation

ndproposed by the bill “offers o
guaranteés of recourse to eon-
sumers,- ‘but remains what is
loogely .termed a best endeavour
fund with no guarantee (building)
defects will be rectified”. Bifsa was
also concerned that the housing
department proposed reversing
government’s privatisation trend
by absorbing the existing council,
a privately owned section 21 com-
pany, into a statutory council.

. Builders favour introduction of
com¥etition rather than having a
single council monitor the indus-
try. Yet the council wants to keep
its role as regulator and service
provider for at least five years.

“The bill also proposes the fund
should be a monopoly for at least a
five-year period. This means con-
sumers are denied their right to
freedom of choice on warranty in-
surance cover, and effectively pre-
cludes any market competition.”

The Council of SA Banks had
called for an inspeetion mecha-
nism to be built into the draft bili
to bolster municipalities’ capacity
to inspect new houses for defects.




. .
o

P -
750

tap € Ch aOs

WAITING LIST GROWS

DELAYS IN P&gﬁaﬂgjn cT 30/ |98

ding plans are costing developers
millions of rands, causing architects to lose contracts and
driving builders to the wall. TROYE LUND reports.

NEFFICIENCY in local gov-

ernment has pushed the

building and development

industries in the Western

Cape to a “point of crisis”,
Millions of rands are being wasted
every month while building plans
waiting for approval languish
under red tape, warn city archi-
tects, developers and frustrated
council officials.

This warning coincides with an
investigation by a business efficien-
cy analyst, Wendy Hartshorne.

Fed up with the “depressing
and confusing” delays in the
approval of building plans, the
South African Property Owners’
Association commissioned Hart-
shorne to investigate,

Hartshorne conchuded that pro-
ductivity in approving plans was
unacceptable, even in the Cape
Town municipality, which has

been passing 52% of all applica-~

tions within five days.

After a meeting to discuss
Hartshorne's:findings, Cape Town
municipality drew up a plan for
remedying the situation.

But, the situation in other local
councils is far worse, with the simplest
application taking up to five months
to approve, instead of the maximum
of 30 days required by law.

Plans needing special attention
because they deviate from building
or “archaic” town planning regula-
tions — about 80% of all applica-
tions — are waiting up to a year for
approval,

The underlying causes for this,
said Hartshorne, are senseless
methods of office management,
coupled with the process of
unbundling from the former single
Cape Town city council to four
local councils.

And, because councils operate
on a first come, first served basis,
they have no way of differentiating
between straightforward and com-
plicated applications.

This means that a simple appli-
cation for a swimming pool could
be held up indefinitely because a
complicated rezoning has to be
deait with first.

Hartshorne also found that in
addition to the lack of administra-
tive and technical support profes-
sionals in understaffed councils,
delays are made worse by contested

. plans or those that require devia-

tions. .

Hartshorne said: “This cannot
continue, There is too much rid-
ing on it. It affects everyone from

the biggest developers to the littlé

man trying to add to or build a
home.” .
According to the Cape Insfitute
of Architects, the cost of delays is
éxorbitant, because clients have to
service bonds for an “unknown
number of months” without any
building progress. Building costs
also go up by 1% a month.
“Clients are pulling out left
right and centre, especially at pre-
sent interest rates, and builders are
going out of business even faster,”

said one city architect.

The Master Builders Association
said getting plans passed was “trdu-
matic”, .

Reports by urban and envii-

mental committees to local coun-
cils warn of having to “dodge law
suits” for taking longer to approve
plans than the law requires.

More and more people are tak-
ing matters into their own hands
and starting to build before their
plans are passed, notes a report to
the South Peninsula council,

This council’s building survey
chief, Bill Carter, says he is experi-
encing “chaos” from both sides,

Carter, who is byilding aR1,s5-
million home in Marina Da Gama,
is going ahead and completing his
building, even'though some of it
has been only provisionally
approved by a building inspector.

“It is quite above board. We
realise that applicants cannot wait
the time we are taking to pass their
plans, so we allow plans to be pro-
visionaily passed by building
inspectors,” said Carter, who is also
at the end of his tether becanse of
his working conditions.

“You want my job? You can
have it,” he told the Cape Times
while explaining how the council
unpundling and lack of funds have
left him with no middle manage-
ment, and one chief plan examiner
and several key staff about to resign.

“I have been spending 14 hours
a day, seven days a week trying to
dig the South (municipality) out of
a hole. We are in a major pickle.
Staff morale is at an all-time low,”
said Carter, who added that he
would welcome any investigation
into the situation.
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Stocks

ADELE SHEVEL

Johannesburg —- Stocks &
Stocks, the construction, hotel
and leisure company, yesterday
went into the red for the fivst time
in its 53-year history, with an
attributable loss of R889 million
for the year to April 30

Reg Edwards, the chairman,
said it was “one of the most chal-
lenging years in the history of
the group”.

The loss was primarily the re-
sult of the large exceptional
write-off of Miracle Center, a
shopping development in Miami,
Florida, to the tune of R85 mil-
lion because it was recently re-
furbished and the future income
stream was not yet proven.

Apart from the US write-off,
the remaining R20 million loss
was from one-off losses incurred

" by the closure of the company's

information technology division;
poor trading results from Facts
and Fiction, which was sold at a
small loss; and expenses from the
unsuccessful Gauteng casino
bids.

Headline m,mggmm were not
included in the results because
they had never been included
before, said Bart Dorrestein, the
chief executive.

He said the company was con-
sidering incorporating them in
the annual report and they were
positive. The annual results

5 pb T i

BRAVE FACE Bart Dorrestein said headline earnings were not mentioned in the company's results but they

were positive and may be included in the annual report

equate to a loss of illc a share,
compared with analysis’ average
forecast of between 32c and 42¢ a
share, The company did not de-
clare a dividend.

A construction analyst said
the results were shocking, but it
was difficult to get a fair indica-
tion because information was
flimsy, “There is a lot more to
worry about than just the write-
off,” he'said. “I don’t believe the
one-off story,” he said.

The analyst said there was not
enough information in the dis-
closure but there were enough
“warning signals” to cause
COTNCern.

Group turnover rose by
16,6 percent to R1,87 billion,
while operating profit was down
68,6 percent at R28,39 million.

This decline was mainly
ascribed to a drop in earnings
from the property division,
which contributed R10 million

PHCTO SEBAYIN TAIT

this vear compared with R47 mil-
lion the previous year; the close-
down of non-core operaticns; and
lower earnings from the leisure
and construction divisions. )

Construction was hit by
tighter margins on higher
turnover, providing only a
slightly higher contribution.

Stocks & Stocks lost 5¢ to
R1,05 on the JSE yesterday.

' C1Business Watch, Page 2
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o ivisTER of Housing Mrs
B Sankie Mthembi-
8 Mahanyele  challenged
W women during a Heritage

women were forced to play second fid-
dle to their male counterparts,

Speaking at the opening of the
“Women in Housing — Celebrating Our
National Heritage” exhibition in Cape
Town yesterday, she said her depart-
ment had heard of tragic stories of
investors who turned down contracts
presented by women because of the
innate gender bias in the market.

Mthembi-Mahanyele said she had
also heard of women who had to use
men as “ghost” or bogus partners to
get contracts.

The lack of awareness of women as

Day address claiming aspirant business-,

potential developers and “contractors
was clearly evident even though most
of them finished their contracts on time
and displayed remarkable commitment
to their work.

“We need to challenge this percep-
tion, shatter stereotypes and break these
barriers.”

Mthembi-Mahanyele said  the
National Urban Reconstruction and
Housing Agency (Narcha) — one of her
department’s housing financial institu-
tions — had played a sterling role in
ensuring that emerging coniractors, par-
ticularly women developers, entered the
market and reached their potential.

The institution offered women a
chance by running managerial and
technical assistance workshops as
well as courses on how to run and
manage a business.

Women in power had the will and

the determination to effect changes bul
lacked the requisite advantage of
research background to give them &
solid grounding, she said.

“We need a meaningful intervention
in the market to make sure that
women's contributions are given a
chance,” she said.

Her ministry committed itself to:

@ Work and promote women
through institutions to get financial
assistance;

® Promote the emergénce of
women in decision-making positions in
ihe housing construction fields;

©® Maximise the involvement of
women in the process of shelter provi-
sion; and

® Ensure that house related topics
promote gender equality.

The minister announced that another
exhibition will be beld in Pretoria today.

—



| Women’s  Zroup

R R

Mzwandile Jack /a sé ﬁg

A NATIONAL g-gam tion which
aims to intervene and negotiate on be-
half of women and emerging contrac-
tors, Women in Construction (WiC),
was launched in Alberton on the East
Rand yesterday.

e organisation said at the launch,
attended by major stakeholders in the
construction industry, that it would
deal with issues such as access to jobs,
training and finance. It would also ad-
vise women and emerging contractors
onwhere to get support.

Construction industry stakeholders
such as suppliers, development organ-
isations, nongovernmental oreanisa-
tions, banks and insurers wou%d pro-
vide all the information it needed.

It had the commitment of a diverse

lays its own foundations

group representing government, para-
statals and the private sector.

WiC chairman Ingrid Verwey said:
“Two Gauteng women belonging to
WiC in Soshanguve recently won civil
contracts of R204 000 each in the Gaut-
eng department of public works pro-
gramme. In the Western Cape, some of
our members are handling projects of
about R2,5m.”

WiC meets Development Bank of
Southern Africa business units each
month to secure opportunities for
women on development bank projects.

Membership is free and funds are
generated only for workshops or mar-
keting purposes. Financial statements
are tabled regularly at monthly meet-
ings. Membership does not preclude
women from belonging to any existing
contractor associations or councils.

I —




Parties
Vuyo _s.<o_8 m%

" CAPE TOWN — Opposition parties
forced “a compromise” from the
_ African National Congress (ANC)
' during yesterday’s discussion on the
" National Home Builders’ Registra-
“tion Council Bill conducted by the
. parliamentary housing committee.
*" The bill--seeks to protect con-
! sumers by providing for the estab-
lishiment of a registration ¢ouncil to
maintain  staridards i
"house-building ndastry;
al

, tion SA (Bifs#) dppo

within the .
The Building Industries u_mmmm.mw it

A, *- T v N T -
4es government " -numbered those of the ANC.

oD (88

orce ANCG: to.comp

plans to administer a fund to n%- Fearing the possibility of losing if

pensate consumers.

At yesterday’s committee meet-
ing, the ANC said there was no time
for a public hearing on the bill,

However, opposition parties in-
sisted that a hearingbeheld. -

The ANC has also expressed

' reservations about certain aspects

of the legislation. }
Bifsa said the bill was “opposed
by 100% of the participants in the
&-building industry”.

s
hée

Gmmittee, opposition MPs out; |

3

Bifsa’s request was put to the vote at
the time, the ANC h=ld a brief meet-
ing and then agreed to “compro-
mise”. ANC MP Mary Turok said in-
terested parties would be called in
tomorrow to make representations
during 2 “round-table discussion”.

It emerged later there had’also
been some telephone calls and faxes
from interested parties.

Bifsa executive director Jan

,Mvo ilding indu’st: . Robingon said the government was
. % Wheh Bifsa'requested to address; “eritreiching ynonopoly” by. insist-,

ATIN

ing ‘that-ohly the fegistration coun-.

: mb,,_vm:mboﬂmm to Operate an jnsur-

ance fund for at least five years.

Last year, the registration council
spent more than R16m on adminis- .

romise onbill hearings |

tration and only R4 275 on rectify- -

ing defects, Robinson said.
The ANC study group in the com-
mittee felt that start-up and regis-

tration fees would make life difficult :

for emerging builders and instead
allow the “fat cats” to thrive.

The ANC also. felt that con-
sumers’ were not adegquately pIo- -
tected against builders who might -

.have defaulted and been deregis-
“tered and ‘might, be, continuing to -
_build homesillegally. * -~

IR
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'Builders registration bill attacked

m. Vuyo Mvoko bill did not cover houses valued under ; _ The upper R250 cmmnn

72) pb 20

stakeholders when drafting the

t will be re- mmmma
- movedongethebillisenacted. = . il, saying the department knew that
The ANC’s housing commiittee be-4.,"there would be time constraints in the.

o ) .. .R25 000, a source said yesterday.
; | CAPE TOWN — The housing depart- ' The source said ANC members were
ment has come under fire from the rul-
. ing African National Co
the opposition and stakeholders over
‘National Home 'Builders®

frustrated by the fact that the benefi-%: lieved that

, ciaries of msmﬁobmm roﬁummnmﬂwﬂ .m, : wwm.wmﬂoc._m be required hefore
- |, ery programmse, those getting Leo

mmEo.m... would not be covered .

the fees and mﬁoaa_ﬁnwm
e
register as builders Emmm

passage of the crucial piece of legisla-'].
.. tion through Parliament. -

20
t bar ©  The Western Cape Developers’ Fo-

‘smell " builders from entering the .rum charged that the bill was pub-
- The ANC wanted this to be, "lished in the Government Gazette

Registration Council Bill.
| - The overriding purpose of the bill,

then are ﬂm helping thro
which is supported by everyone, is the

“thislegislation?” the source asked, “the .

re-examined.

.. without public comment, as had been

.- _An ANC member of the committee " the case with previous hills, .
- predicted after yesterday’s parliamen- < _ “Thebill does not reflect the content |°
earing on the bill that there was of the stakeholders’ forums and meet-

: | protection of the consumer against bad
i | worlemanship in housing delivery.

: | ' However, an ANC

thé National Assembl

poorest of the poor or the bourgeois?”
' ., The National Home Builders’ Reg-.
istration Council currently registers

homes valued betw:

study group in
meing o6 een R20 060 and .

‘“atight ahead™.
y's housing com-

ingsheld after the last bill was referred

member criticised the housing - back for re-drafting,” forum represen-
department for failing to “properly en- . tativeJohn Schoolingsaid. . _ .|

..“m_ mittee found it “astonishing” that the
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| Gonstruction company

| quidatignsrise 9.6%

| Meendta s gy alglas .
: "DETERIQRATINGPW t margins had-led to'a 9,6%

}- incréase in construction company liquidations in the
- | first six morniths; Building Industries’ Federation of

-SA (Bifsa) CE Ian Robinson said yesterday. .
. ‘Speaking at 'a media briefing on the state of the
* construction industry, Robinson said the rate of com- | -
- pany, liquidations rose-25% in the second quarter |
compared with the same period lastyear. About 161
building projects worth R800m had been put on hold
in the past two months, while the number postponed
last year could be “counted on one hand”, he said.

He attributed the surge in liquidations to nonpay-
ment or delayed payments of developers, consulting
engineers dnd medium contractors, resulting in cash’
flow problems. The market share of the companies
that were liquidated had increased from 8% to 9%
during the firstsixmonths. , - - "

““The financial turmoil i§ reaching all sectors of the
econommy and not only the construction sector, but our
sector remains the hardest hit over alonger period of
time,” Robinson said. o o

Industry growth forecasts had been “downscaled”
due to recent financial market turbulence and rand
depréciation from 3,5% to 1% for this year, although
the level of uncertainty made predictions difficult.

However, Robingon was upbeat over l[:)rospects
next year should stability return to the markets.

On residential investment, which has not shown
real growth for the past five years, Robinson said
that recent interest rate hikes had dashed hopes of
real growth this year. Figures released by the SA
‘Reserve Bank revealed that high interest rates had a
serious impact on activities in the private residential
m_a]!;ket, ’




EBifs'a slates defects w
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ADELE SHEVEL

Jcihaﬂnesburg — The Building
Industries Federation of South
Africa (Bifsa) yesterday con-
démned the passage and the
content of the Building Defects
Warranty Scheme,

The scheme’s move through
the legislative brocess was
delayed after several submis.
sions from key players in the
industry this week,

. The bill proposes to make the
National Home Builders Regis-
tration Council a statutory body
through which every property
developer and contractor will
have to register.

At present, only developers
building homes valued from
Rzp 000 to R250 000 have to regis-

.ter with the couneil, and within
that ambit only those seeking

Alj¢/98

finance, Banks will not
grant morigages without con-
tractors being registered with the
council,

Ian Robiirson, Bifsa’s execy-
tive director, said ail developers
within these parameters had to
pay a 1,3 percent levy towards the
council fund. He said the cost wag
passed on to the consumer,

The new bill proposes that the
levy be paid’ irrespective of the
brice of the housing unit under
construction. Tt alsg presecribes
that this wili apply to houses
being financed by sources other
than banks,

Robinson said Bifsa “violent-
ly opposed the bill, and we are
joined by most of the industry”,

He said there was concern
there would be no competition to
the council, given it would have a
monopoly for five years,

a

rranty bill

Robinson called the council a
“bloated bureaucracy” in which
35 percent of the funds were
spent on administration, com-
pared with 10 to 15 percent in the
insurance industry.

The couneil fund hag over
R36 miltion in reserves from the
accumulation of money from
levies,

Robinson said the lack of
transparency in the process was
worrying and the government
had attempted to “bulldoze the
bill through parliament”,

But Colin de Kock, the execu-
tive director of Gauteng Master
Builders Association, sajd the
berception that Bifsa. was
opposed to the building wairanty
scheme was nonsense,

“We could live with every-
thing if we had to, but not the
five-year monopoly”
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' Safetynota ‘priority”

' irony is that it is the financial benefits that.justify

[ -r' " by
\ - Fepresented a trend, he said, citing the recent Bush-
oo -buck_zjdge bridge collapse accident.

Mzwandile Jacks ' ¢
i (}}b A4]98. "7
“4THE spafe accidents’in the construction industrir

6,5% of completed construction.” -

IN .
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construction m uitry
{y‘vas:a reflection of management’s failure to “priori-
-tise” the importance of health and safety, chairman
1of the Construction Occupational Health-Safety En-
wironment Federation (Cohsef) John Smallwood said
lastweek, . L '
-+ “There is'nearly one:fatality per day in the SA

‘construction industry,” Smallwood said,

.; Smallwood said -design teams and construction
management were airogant in that they had failed to
change old practices, claiming “we have been doing
thisfor 25years”, = - .

- He attributed: this to management’s failure to
anake health and safety an integral part of the job. .
1 “Workers are not trained roperly, and most of the
‘environment courses oﬁ”eredp at tertiary education in-
stitutions do not include health and safety,” Small-
wood gaid.: ¢ . T o

¢ In addition to failing to,provide proper leadership
.on this issue, government lacked public commitment
fto reducing accidentsiand had failed to raise public
awareness using the national media,

.+, The government should implement a national
strategy that would see a 10% to 15% reduction in
fatalities a year. ,

" Smallwood said: “Although health and safety is
about people and the bottom line is life or death, the

making it-a priority. Research had shown that the
total cost of accidents was equivalent to the value of

Large-scale accidents in the last 24 to' 30 months

“

H
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ADELE SHEVEL

Johannesburg — Grinaker
Construction yesterday reported
a 20,8 percent rise in headline
earnings a share to-132,9¢ for the
year to June 30 despité a lacklus-
tre construction sector.

Earnings had been diluted by

‘an increase in the number of
shares in issue.

Headline earnings increased
28,2 percent over the period
under review. Turnover rose
17,8 percent to R2,9 billion.

- j o
Th increalvzgin eadline

earnings represents a compound
growth of 34,1 percent over the
past five years.

Bean Bornheimer, the group
managing director of Grinaker
Construction, said this excellent
performance was based on a
41,5 percent increase in operating
profit. This increased the operat-
ing margin from 2,5 percent to
3 percent,

The core businesses of
building and civil engineering
provided most of the group’s

A\

profit. The civil engineering divi-
sion had obtained profitable
work in Namibia, Botswana,

Swaziland and Mozambique.
Other highlights included the
successful  turnaround of

Grinaker Precast, which went
from a loss the previous year toa
modest profit this year.

The Zimbabwean operations
also improved on budgeted profit
in rand terms despite the depre-
ciating Zimbabwean currency.

Grinaker shares closed
unchanged yesterday at 625¢.
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ONDITIONS in the

local construction in-

dustry remain tough

and competitive, but
the success of offshore
operations allowed the three
leading groups to report sub-
stantially increased results
for the year to June.

Group Five says over-
border activities contributed
to the bottom line as oppor-
tunities outside SA proved
more profitable than those in
local markets.

Local conditions continue
to be difficult and could de-
teriorate if current high inter-
est rates persist. As a result,
the company continues to
seek work outside SA.

Murray & Roberts says its
territorial diversification has
been successful, particularly
operations in Africa and the
Middle East. Order books in
these areas are strong.

' “The recent depreciation of
the rand should create a com-
petitive advantage for exports
and the group is well placed
to take advantage of this.”

Grinaker Construction con-
firms these views and says the
civil engineering division
made significant progress in
obtaining profitable work out-
side South Africa, particularly
in Namibia, Botswana, Swazi-
land and Mozambique.

All three are predicting bet-
ter results in the current
financial year.

Group Fivelifted revenue to
R2.9-billion in the year to
June, from R2.4-billion previ-
ously, to produce operating
income of RI109.1-million
against R75-million. With a
sharply reduced interest bill,
attributable profits rose by

Construction
groups build
on foreign
SUCCESSES

34

Offshore operations offset tough
local,conditions for the big three,

writes DO

73.5% to R66.4-million” from
R39.1-million.

Earnings rose by a similar
amount to 90.4c a share from
52.1c and the dividend was
increased to 24c frem 20c,
although covered 3.8 times
compared with 2.6 times.

The company is forecasting
an increase in earnings this
year. .

Murray & Roberts also
increased turnover marginal-
Iy to R12.5-billion from R12-
billion, but operating profits
rose significantly to R545-mil-
lion from R227-million. The
company made provisions of
R340-million in the previous
year for soured overseas train
contracts, but received an in-
surance recovery of R74-
million in the past year. This

H

R
STINI)30/g

ERTSO

7%

elped push attributable prof-

its to R518-million from a loss
of R272-million in 1997.

Headline earnings rose to
49¢ a share from a loss of 44c
a share, although the total
dividend remains unchanged
at 49.5c a share.

The company is looking for
a strong growth in earnings.

Grinaker's turnover rose
17.8% to R28billion from
R2.4-billion, with operating
profits adding 41.5% to R87-
million from R61.4-million. At-
tributable profits were up at
R55-million from R42.6-million
to produce headline earnings
0f 132.9c a share against 110c.
The total dividend is higher at
30c a share (23c).

The order book is at a high
R4-billion.

90.4

ﬁ.” Dividends (cents) (]

Graphic: FICNA KRISCH
Source: GROUP FIVE LTD
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Bifsa fights on against ‘bureaucratic’ Bill

THE R21-billion a year building
industry has again come out
against the proposed National
Home Builders Registration Bill,
calling the operating council a
“blatant bureaucracy”.

The Biil will force all builders
to register with the National
Home Builders Registration
Council (NHBRC) and make it
illegal for unregistered builders
to put up houses.

Ian Robinson, executive direc-

tor of the Building lngustries

=2

BUILDING REGULATION
By DON ROBERTSON

Federation of SA (Bifsa), listed
21 points of contention against
aspects of the Bill.

The revised Bill, published on
July 27, omits recommendations
made by Bifsa in talks earlier
this year with the council. No
provision is made for stakehold-
ers to comment or make addi-
tional recommendations.
ﬁifsa was not invited to atten

STCRT

"a National Council of Provinces

meeting the previous week to
discuss the Bill. It did attend, but
was asked to leave.

The Bill was presented to Par-
liament on Wednesday, but op-
position irom Bifsa has resuited
in the postponement of consid-
eration of the Bill until Novem-
ber. Bifsa hopes it will again be
consulted and its recommenda-
tions be considered.

Registration requires building
companies to contrit?ute 1.3% of

Q3 [] 9%

the value of a project to the
council, which will regulate the
industry and insist on repairs to
building defects.

Robinson says that although
the council will insist on repairs,
there are no guarantees this will
happen. Bifsa suggests reducing
the 1.3% fee for companies that
have performed satisfactorily.

Robinson says industry
growth this year will be down to
about 1% from the previously
expected 3.5%.

—
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No E:Q_m so 161 Qm<m_oc3m3m includirig 22 schools and 16 hospitals have been put on ice

By THEMBA SEPOTOKELE

he building industry,

still reeling from

high interest rates

which have already
put projects worth R800-mil-
lion cn ice singce January, is
preparing to face yet another
turbulent vear.

Among the 161 projects
which had been shelved are
47 commercial enterprises, 22
schools, some 23 housing de-
velopments, 16 gmuﬁ&m and

By

11 trading facilities includ-
ing retail shops, according
to the Building Industries

'Federation of SA (Bifsa).

According to Southern
Council technical services
executive officer Duncan
Hunlley, no new projects
had been approved due to fi-
naneial constraints.

He said council was de-
termined to- complete pro-
jects which had been initi-
ated over the last twp years,

Council

mwo.wmmumwmo?,
[

Jameel Chand said the
council could not secure
loans from the banks and so
could not start any new pro-
jects.

Bifsa executive director
Ian Robinson said by next
year housing projects would
probably be at an all-time
low because foreign in-
vestors were not yet confi-
dent that crime and violence
were declining.

He said the low-cost

- housing market had pei-

formed better than private
residential developments
such as flats and town-
houses last year, but the
trend was not expected this
year.

“Lack of public funding
is a serious hindrance to
any further developments.

“In many regions the

simply resorted to methods
of non-payments.
‘“This has led to the con-

= $triction of low-cost hous-

_provincial government has -

ing projects being sus-
rended until further notice.
- “Ideally, 5% of the na-
tional budget should be al-
locate towards housing cﬁ
at mzm stage less than 2% is
allodated,” Robinson said.
Bifsa hoped the Presi-
dential Job Summit would
create more employment in
the building sector and an-
ticipated that by the year
2 0600 UEEEN projects
would be in full flow man”

" reach 8% of budget.
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Builders’ councﬂ deljles red tape claims

Vuyo Mvoko D 2 q lqg
CAPE TOWN — The state-funded Na-
tional Home Builders’ Registration
Council denied yesterday claims that it
was spending more money on main-
taining a “bloated bureaucracy” and
less on the protection of home owners.

It was set up to protect housing con-~
sumers against bad workmanshi P

Council representatives told the
parliamentary housing committee yes-

terday that allegations the council had
spent R16,9m on administration were
without foundation.

MD Peter Allsopp said the council
had spent only R5,6m on administra-
tion. It had also spent R9.8m on defect
prevention site 1nspect10ns and R6,7m
handling 2 134 claims.

It had also used funds on concilia-
tion services between consumers and
defaulting builders, regulating the in-
dustry and protecting consumers.

)
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"&‘I‘,he' Natlonal Ho e
W Bullders" Régistration
COIlIlC]l has defended it-

.’;

’from o‘cher building-in-
-dustry associations that

effectwe ‘bureaucracy.
These and other alle-
f gatmns, ‘were made to
A ‘Parliament’s”’ housing
portt‘oho comm1ttee yes-
terday? by the Building
Industrles Federation of
':‘SA the Master Builders’
-Association and the
' Western Cape Dévelop-
ers Forum., '
. v Tia meetmg with the
portfollo comrmttee, -the
councll said ah indepen-
, dent survey “had- found
fhat” 40%
u'buﬂders belleved that
"-the:NHBRC process had
mcreased thelr construc-

two years.
... To'the a]legatlon 'that
. the NHBRC bad spent
‘Rig,9miltion: on adminis-
tréation alone, the council
said it had spent R5,6-
_mﬂllon on_administra-
tlpn since June 1995.
e SomeRBl—mﬂhonhad
een saved by NHBRC
roposals to cut bureau-
cracy and administrafion
for the subsidy housing

nrolment, it said.
; It conﬁrmed that it
- had; sp ent only R4°700 on

v
‘,X‘44h
!

Bulldmg standards , aal

self: agams‘c allegations .

¥
it is an overpaid and i in- -

of Hhome:

tion’ quahty 1n less than ‘

ctor 'through project .

remedlal works., 1n the‘

1997/98 *financial’ year, ,ﬁﬁ,

but said this figure was s
misleading if quoted 0L S
of context.-

The fimd expected o
pay out for 40 structural ¥
defects for every:thou-s
sand homes built, at-an=3

-M-

* average ¢ost of R10 000 tjﬂ

at mid-1995 pmces How-

ever; these répairs, were -m
expected tobe spread out
across the full five years: ::*-’!
of the warranty” w1tly m..ga{

Py -‘,h'.l sk

years after occupatmn.
Meanwhile, the coun-
cil has been the subJect -
of a series of questions;
tabled in the National
Assembly by Natlonal
Party MP Jac Rable
Among other thmgs 0
he asked Housing; Min, [ 1,3
ister Sankie Mthem‘bl— o
Mahanyele for details of m-ﬁ
salaries of the councﬂ'gj;”gﬁ,

. office-bearers, Accordmg 22

to figures tabled"at yés-i
terday scomnutteemeet-},;, ;
ing, the average ‘galary s

" package is R71 000 ayear

—Pohtmal Cnrrespondent );W

' .

—
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‘virtually under siege’
eI JA|9|q8 (=

ADEI.E SHEVEL

J ohannesburg — Recent economic
upheavals locally and abroad bad
placed the building industry
under siege, Peter Ridl, the incorn-
jng president of the Building
Industries Federation of South
Africa (Bifsa), said yesterday
“Inless there is an early reduc-
tion in interest rates, maniy of the

projects that.have been schieduled -

will be put on the back burner or,
at worst, cease to be viable;™ he
told delegatesto the orgamsatlon S

Owners Associatién and deyelop-
ment professmnals to find waysto
stimulate activity in the domestic
property arena. The building
industry's contribution to the Job
summit on October 30 would posi-
tion it as the biggest job ereator in
the country, after tourism. .,

Rid] urged employers not o
be tempted to reduce their level of
training. “We will encourage
employers rather to increase
their training activities, partiéu-
larly. in the emerging contractor
sector;” he said.

93rd -annual conference in Port “We also have toface up tothe.
Elizabeth:,, . harsh reality that in

Ridl said-it was g s the present econom-
important~ . .that, Over seas ic climate retrench-

build_ers‘take; _a\dw{an-‘ investors are ments and liguida-
tage of the limited ' tions will increase.
opportunities affect- concerned by Many people leavmg
ing the industry, one - the industry will, not

of which was the
deteriorating rand
“which makes prop-
erty investment op-
portunities . from
overseas attractive”.

Biut he said overseas investors
were concerned about the high
jevels of crime and violence, as
well as the inflexibility of the
labour legislation.

He said it was important to
1obhy the government to promote
additional infrastructural invest-
ments that would bring some
stability to the domestic markets.
“This in turn will prompt a
reduction in interest rates.”

A rethink on the provision of
the labour legislation also needed
to take place.

Méktings would be held with
the South African Property

the inflexibility
of SA's labour

legislation’

return, which is all
the more reason for
us to step up the mo-
mentum of training
across the board.”,
He stressed that
members of the industry wel- -
comed the new Skills Develop-
ment Bill and would continue to

. seek ways of improving the

methed of collecting training
levies that would finance, “ba@ly -
needed fraining initiatives”.

He said Bifsa would continue |

to seek modifications to the
Naticnal Home Builders Regis-
tration Council (NHBRC) and the
accompanying legislation “to
expose the problems and ineffi-
ciencies of the current NHBRC
and to lobby against making this
council a statutory body for a
period of five years”.
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builders in crisis
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" |” Durban - *At-least 10 000 workers: in ‘KwaZulu
Natal's'building and construction industries could
+ face retrenchment in the second half of the year,
‘and the next year could be even worse, Pieter Raut-
‘enbach, the éxecutive director of the KwaZulu Natal -
Master Builders’ Association, said yesterday - - - .-
The association hag written-to Thabo Mbeki, the
deputy president, and othier minjisfries; asking that
the “full-scale depression” be:addressed at the pro-
" posed jobs summit next month,” RN

The Building Research Strategy Consulting Unit
" said i turn it would-call for a building industry .
summit to debate the stratégic, direction:of, the;in: .
dustry, and to develop a commion-vision for growth.”,
Rautenbach said: “This is the worst scenario I've
~ geen in 20 to'30 years. And it's getting worse.” The
“ yalue of ‘building plans passed in KwaZuiu Natal
was down 23,5 percent, or R271 million, on last year
He said companies had indicated some of the
main probleins were a massive reduction in the

_amount, of  pubilic.sector work available, the lack of
 goveynment spending on eapital projects and uncer-
'tainty surrounding affirmative procurement policies.
The credit squeeze clamp by banking institutions,
" niegative cash fiow, and high interest and bond rates,
‘had made the sifuation worse, Rautenbach said.
He said the latest survey into the state of the

building and, construction industry indicated that
94 percent of respondents said there was a full-scale
“depression in the province's building industry. .

_ Onewaytohalt increasing liquidations would be

to boost totrism, But an important prerequisite was

the provision of a “world-class airport” in Durban,
and jump-starting development projects which had
_ been on the drawing »board for years.




 Bill aimed at stopping

poor-quality houses &
CHARLES PHAHLANE ﬁﬂf VY / 4 ﬂeEiSterEddevelopers. 73

PoLmeal Corresponneny

Consumers who have occupied
homes only to find structural
design problems and leaking roofs
will have their rights Dbrotected by a
bill passed by the National
Assembly,

The Housing Consumers Protection
Measures Bill would bring about ethi-
cal behaviour in the building industry,
set parameters within which home
builders and home-owners can interact

"and, in the long term, lead to the “snuff-

ing out” of fly-by-night developers, said
Housing Minister Sankie Mthembi-
Mahanyele.

The bill providesfor a database com-
prising home builders and for provin-
cial authorities who grant Government
housing subsidies to -deal with

Ms Mthembi-Mahanyele said: “With
this bill, we hope not only to put a hait
to the crumbling or gaping walls in
newly erected houses, but also to create
an environment within which home
OwWners can get a warranty on top sirue-
tures for at least five years,

“Through this measure, we will
ensure that home-owners who take
delivery of poor-quality houses will
haverecourse.”

The bill stipulates that standards for
building houses that are fit for habita-
tion in accordance with the National
Home Builders Registration Council’s
(NHBRC) technical requirements apply
toall houses.

All houses will have a five-year
structural warranty. A one-year roof
leak and a three-month defect period
apply to ail homes,
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Durban — The department of public
works had identified projects to the
value of R600 million for the 1898-99
financial year as part of its recently
launched strategic projécts initiative,

&

Jeff Radebe, the minister of public -

works, said yesterday. *

In KwaZulu Natal alone, three pub- .

lic sector construction projects with a
value of R298 million had been identi-
fied. These were in Kokstad (R231 mil-
lion), Richards Bay (R37 million) and
Pietermaritzburg (R19 million).

Speaking at an affirmative procure-
ment seminar on the construction in-
dustry, Radebe said the department’s
immediate challenge was to build on
the achievements of the Affirmative
Procurement Policy -~ launched in
August 1996 — and roll it out over the
next few months to consolidate
empowerment initiatives.

Affirmative procurement in the
public construction sector has grown
from less than 1 percent in 1994 to more
than 28 percent this year.

But Radebe said there were still
many inefficiencies. Corruption that
characterised the procurement system

RS

)

new institutional arrangements were
needed to ensure good governance.

. He said it was disconcerting that
genuine empowerment had not really
taken cﬂ. Most black contractors pre-

sférred to enter joint Venture mwam.

£

ments with Iarge contractors on mega-

projects, but participation in 59,

day-to-day management of constric-’

tion activities still was minimal.
Radebe said the department’s goal,

by the turn of the century, was for

90 percent of national and provincial .

public works projects, 25 percent of
local government public works projecis
and 15 percent of public works projects
procured by parastatals to be on affir-
mative procurement specifications.

But it was important black contrac-
tors came forward in their own right
and participated in the attaining of a
long-term vision, Radebe said.

He said the initiative comprised the
amending of specifications to create a
preference for black contractors wish-
ing to participate in large-scale public
works projects as prime contractors; the
mobilisation of private sector financial
resources for initial capitalisation; and
easier access to plans and materials.

BUILDING FOR THE FUTURE Jeff Radebe says the public works department has
identified prajects worth R600m in the next year as part of its new initiative




l ‘Agency fosters .
emerging b&ll rs

‘RobynChalmers i
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THERE ‘has’ been strong growth

recently in the number of emerg-

ing : contractors , recemng loa

| ‘gugranteés from the National Ur- » §.
-ban Reconstructlon and Housmg

‘ Agency, a.fac cost
housing.
. The agenc execut r .

‘Nonhlanhla M]oh-Mncube sald
! yesterday growthin the number of
|, emerging . contractors, recemng
loan guarantees was: importantas -
it offered consumers more chmce i
Thé agency encourages ‘private !
| sector involvement irfthe national '.
| housing effort by* ‘sharing risk
with ~ financial . institutions
through loatt guarantees. One of..
its goals is to empower emerging
contractors through - offering:
bridging finance guarantees The,,.,
| mandate has been difficult to fulfi} ; ;¥
,due to nonﬁnanmal problems that. 1%.
I ofben limit emerging, contractorst
articipation in housmg projects, st
But this appears tobé,changing. . _:;:1
- Mjoliz-Mncubé said estabhshedw”
contractors had made mostuse.of: oad
‘Nurcha’guarantees,over. the, past: 20
three years, They did: not' need:;ns
| help along the business- learning
curve and could deliver more units ;52
in ' shorter .periods, However; by ion
the end of August, 48 established: .
| contractors'and 56 emerging con-"u5
. tractors — including three con- riia
| tracting comparries run by women: MR
-inyolved in 11 projects — had-] Ter - AG
.ceived, the agency’s.support. ' . %¢
She' said_established contrac:. mi
fors" were still the key to supplymg Ao
houses on scale. For:every, one:
| home " built by a;. community, g}
bmlder, nine were bmlt by eptab- ‘nv
\ ‘lished contractors. - | .. th
i The- - dgency’s: ﬁgures showea
' émerging. contractors, were build- Y
‘ .ing 3 500 homes for every 80 000:%:;:
-constructed:.; by estabhshed, i
“builders: Estabhshed contractors Uiz
offered ‘speed of construction and J;
"peace of mind on somie quahty 1s- T
sues; Mjoli-Mnéube said. e o
Emergmg contractors built ata -
#iloWet pace and WereToftet iore ;.
- Tesponsive to input.from the com-
runity, and? the‘.owners family. -
|, Clogéness ;}" cthn site
1 and lower: o dads¥sometimes
jmeant| the';eterpin, Jrcontifictor |
‘could build bi géf‘ ho €8 h
| government su 31dy slie sald

o
. :,,_‘ ,f

1

ek




| Eﬂqusmg bﬂl dfférs no %TJTES

‘ADELE SHEVEL

Johannesburg — The Build-
ing Industries Federation of
South Africa (Bifsa) was
seeking to change the Hous-
‘ing Consumers Protection
‘Measures Bill passed by par-
Jimment last week, Tan Robin-
son, the executive director of
Bifsa, said yesterday.

p Robinson would not dis-

close details but said the fed-
eration had sought profes
sional advice.

The bill was a “vast im-
provement over the first bill”
but it did not guarantee pro-
tection to the consumer -and
offered “no obligation” for the
National Home Builders Reg-
istration Council to follow up
a complaint,

The bill also set up the

S
onopoly or fhe
next five years.

Robinson said it was
“problematic” that all hous-
es would be subject to the
same requirements. Though
there were benefits through
the bill for buyers in the bot-
tom end of the market, many
developers in the upper end
saw this as another obstacle
to providing a produet.

Wa:ms B

The bllgw'hl is ex-

pected to be implemented
next June, seeks {o cover
all newly constructed
homes through a five-year
warranty against un-
scrupulous builders.

It transforms the council
into a statutory hody in
which all builders-would
have to register before build-
ing a home.

1.

o



Building firms think . on govt cor%%aﬁ;[s

Moses Mlangeni

iﬂﬂlfHE Steel and Engineering Indus-
"y tries Federation of SA (Seifsa) says
pumerous construction companies
.whave stopped tendering for govern-
_oment contracts because of nonpay-
y,mmentor delayed payment by the state.
. Seifsa president Colin Campbell
said at its 55th annual general meet-
niDg yesterd_ay that deep concerns
opkemained with regard to government
aaj{lebt at national, provincial and local
evels.
Seifsa said employment levels of
- its member companies had dropped
substantially from more than 450 (00
hourly paid workers in 1981 to just
spnder 265 000 this year. The metal
-wand engineering industry represents
.phearly one-third of all manufacturing
-~inSA, in turnover and employment.
Campbell said Cosatu’s com{)lajnt
about the job situation was legiti-
R

+

ey olese

COOPER

mate, but the union federation could
be looking to the wrong sectors for job
creation on any significant scale.

Q&e} sa@iDtrLde hberahsa.tion,

|

reduced import tariff protection, the
tariffs and trade board’s inability to
deal effectively with dumping, and
customs and excise department fail-
ure to police imports and levy correct
tariffs were issues the metal industry

wanted to be urgently addressed.

The perception that SA was an
easy dumping ground for surplus
roducts had to be corrected before
ee trade accords were concluded
with the European Union and the
Southern Africa Development Com-
munity. While more trade liberalisa-
tion was an attractive option, it had to
be done with necessary safeguards to

ensure job creation and job security.
Employers and trade unions in the
industry had agreed to form a joint
committee to consider the challenges
that global competitiveness, new in-
ternational trade dispensations and

globalisation pose to SA industry.
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Samantha Sharpe
CAPE* TOWN — Short-term
prospécts for the building and con-
struction industries remain bleak,
with employment levels likely to
be sigxﬁiH:lcantly reduced in line
with a fall in building activity, ac-
cording to the latest Bureau for
Economic Research building and
construction survey.

The bureau said high interest
rates were having a severe con-
straining effect on the building
and construction industries, with
latest survey results showing a
strong decline in work volumes.

This decline was being felt
among all industry participants
including architects, quantity sur-
veyors, contractors and subcon-
tractors, all of whom were report-
ing a sharp decline in the avail-
ability of new contracts.

The slowdown in building ac-
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tivity had compelied compandes to
reduce their overheads and re-
trench employees, the research
unit said.

“Notwithstanding the recent

R
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marginal decline in ivterest rates,
the short-term outlook for the
building industry remains bleak
and building activity will in all
probability contract sharply over
the next 12 months.

“Employment of artisans and
eneral workers is thus likely to
e significantly reduced,” the bu-

reau said.

The research organisation said
because of the sharp contraction
in the industry, the competition in
tendering had escalated and
builders had had to cut profit mar-

ins when tendering for new work.

“This is clearly reflected by the
rapid slowdown in the increase in
puilding costs. During the third
guarter, the (bureau) building cost
index increased by only 0,8% com-
pared with the same quarter a
year ago. The corresponding rise
in the second quarter was 7,6%,”
the unit said.




Building industry
approves skills bill

Sibonelo'ﬂadeb q g
GOVERNMENT’s Skills Development Bill
has received the thumbs-up from the Build-
ing Industries’ Federation of SA (Bifza).

tribute the equivalent of 1,5% of their total

wage bill to training and a skills develop-

ment scheme.

The federation has further suggested a =}

commodity levy as one other way i which

i
*
»

s
A

b
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The bill requires that companies con-

3

government can gather funds for training 'i

and skills development. : . .
Within the building industry, govern-
ment has authorised the Building Indus-
tries Training Scheme, placed under
trusteeahif of Bifsa, to collect training end
skills development levies from companies.
Bifsa executive director Ian Robinson

19

n
3
18
)

said the bill had the J)otential to have a pos- 7

itive effect on the in

ever, be hindered by the difficulty of reach-

ing compamnies to make them contribute. - .
He said there were more than 8 000 em-

ployers who should be contributing to the ~

scheme, and their contribution m total
should amount to about R60m a year. Only
about R25m a year was collected, however,
and R6m was used for administration.

He said the scope of collection was fur-
ther reduced by the use of subcontractors

ustry. This conld, how- _
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who were difficult to identify and did not ;

contribute to the training levy.

Robinson suggested a commodity levy
that he characterised as an easier and .
efficient system compared to the “cumber- _

some” payroll percentage system.

He said industry sectors could add a par- *

ticular percentage to the cost of their prod-
ucts and gather the money accumulated

4

M
"
i

%
4

and hand it over to the Sectoral Education "

and Training Authority.

Robinson said Bifsa, government and 2
other players in the building industry were

discussing solutions for levy collection.




Bujldérs will struggle
to gather training
T )0 jag @)@@

ADELE SHEVEL

Johannesburg — Tan Robinson,
the executive, director of the
Building Industries Federation
South Africa (Bifsa), said the in-
dustry would battle to collect the
R60 million required by the pro-
posed Skills Development Bill
and the new requirements of the
labour depariment.

The new hill will authorise L
the Sectoral Education and

Training Authority (Seta),
through the labour department,
tocollect 1 percent, or the equiv-
alent thereof, of wages and
salaries. Robinson said he ex-
Pected the bill ultimately to bo)-
ster training in the industry
once a solution was found,
Until now, the Building In-
dustries Training Scheme,
which is placed ‘ynder the
trusteeship of Bifsa, has been
empowered by the government
to collect levies based on 1,5 per-
cent of the total industry wage-
bill. This give!s' the training

i

- it over to Seta for expenditure

levy

scheme. th,

about R60 million in training
funds. In practice, the scheme
collects only about R23 milljon,
with the administrative costs
for this collection amounting to
R5 million. . i
" § “The probleth becomes more * f§
acute in that the labowr depart-
ment requires that only 1 per-
cent of the total fimds collected
are to be spent on administra. )
tion,” said Robinson, :

The easiest way of solving
this problem wouid be to im-
Bose a commodity levy, such as
adding 3 percent to the cost of
cement, The three cement com-
Paniés would then take the
added-on Dercentage and hang

on training,

Robinson said an initial ap-
proach to cement companies
had not met with support, Q
largely because the cement in. '

dustry believed it would he IM!SMNGS Bifsa's In

prejudiced in its competition

with other products, the Skills Development Bill

-

/ —

n Robinson predicts problems arising from ‘
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Sibonelo Radebe

THE, Building Industries’ Federation of SA (Bifsa) is to
meet the public works department after the federation
asked that the department's affirmative procurement
policy be revisited.

Bifsa executive director lan Robinson said his organ-
isation had requested “that the current process and
rules be revisited in consultation with Bifsa and other
stakeholders”.

Bifsa supported the principle, but saw the “need to
provide input to the detail with a view to suggesting
modifications. : -

“T'he department of public works has agreed to our-
request and we expect to engage with them shortly,”
Robinson said. He declined to say what modifications
Bifsa was seeking.

Other construction industry players have also com-
_plained about alack of consultation. ;

. Deépartinent director-general’Sipho Shezi
annual convention of the SA Association of Consulting
Engineers recently that 90% of all national and provincial
public works projects procurediby parastatals would be
awarded to black prime contractors. ’

He said 25% of local government public works pro-

A Ul R

g, by
said at the

_|,ioint ventures between

’| ‘that announced in 1996,

ocurement policy

2

jects would be aw! t%] to black contractors, It was “piti-
ful” that almost no black contractors participated in pro-
jects exceeding R25m, Shezi said.

He said black contractors had a lot of potential to |
participate successfully in mainstream projects, but
they were blocked by structural obstacles the depart-
ment was determined to remove.

The strategic projects initiative involved amending
the affirmative procure-
ment policy to allow pref-
erence for black contrac-
tors wanted to participate
as prime eontractors. The
department would - mo-
bilise financial resources
for emerging contracfors
and provide easy access to
plant and materials.

. Shézisaid the system of
awariding ténders on'price
and development objec-
tives instead of on price
competitiveness alone
would not hamper the
chances of prime contrac-
tors. This was because the
department encouraged

“prime  contractors and
,"?merging contractors, .
% 'Tenders. would . be
A arded ac’\cording to a
"points system similar to

"Which applied to contracts
of less than R2m.
oo “We . cannot  eéxclude
major players because we
1igeditheir experience'and -
expertise,” he said.
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Special plan approved to tackle cancellation of government contracts and late payment

State to pay its

Lynpa LOXTON
PARUAMENTARY CORRESPONDENT

Cape Town — The construction
industry, which is owed hundreds
of millions of rands by the gov-
srnment, should get some relief
early next year as a special plan
approved this week starts kick-
ing in, it emerged yesterday.

An inter-ministerial commit-
tee of finance minister Trevor
Manuel, transport minister Mac
Maharaj and public works minis-
ter Jeff Radebe announced that it
had approved the action plan to
.deal with the increasingly seri-
ous problem of government con-
tracts being cancelled and de-
partments paying their bills late.

The scale of the problem was
highlighted yesterday when the
South African Association of
Consulting Engineers (SAACE)
reported that consulting engi-
neers were owed more than
R128 million by the government.

The plan, involves improving
tender procedures and controls,
the management of budgets and

- cash flows; communication be-

tween- national and provincial

governments and staff skills in -

government departments.

Spencer Hodgson, a director
in the public works department,
said he was “pushing hard” to get
the plan implemented by early
next year but “not all problems
can be solved overnight™.

He said the construction in-
dustry would “be within their
rights” if they started charging
the government interest on out-
standing bills if payments did
not improve with the action plan.

He said instead of 30 days,
many departmenis took up to
four months to pay their bills.

A special task team set up by
the ministerial committee found
there were “serious difficulties”
in all provinces because of inade-
quate budgeting procedures,
structural problems, a lack of ca-
pacity and unfamiliar industry
contract procedures.

This had led to wasted re-
sources, increased costs to indus-
try and the public sector, the col-

debt to _oi_&uwm

lapse of moamﬁﬁb sses, lower

industry confidence and 2 loss of
motivation in the public sector.

“A significant ... political out-
come of current practice is re-
tarded delivery and economic
growth,” the task team reported.

It recommended that a focus
group of national and provincial
officials be established to review
existing procedures and develop
NeW ones.

The plan was welcomed by the
executive director of the Build-
ing Industries Federation of
South Africa, Ian Robinson, who
hoped it would get results.

Tenders to implement the
plan are expected to go out before
the end of the year.

PAYING UP Jeff Radebe,
the minister of public works
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New Act compels

builders

~ their own

All new houses will have to

to fix up

¢ enrolled under

8T

a warranty scheme before mortgage loans may

be granted, writes DON ROBERTSON

- CATHING criticism by the build-
ing industry of the Housing Con-
sumer Protection Measures Bill
, was met with considerable
changes to the Bill before it was pro-
mulgated earlier this month.
Opposition, largely from the Building
Industries Federation of SA (Bifsa), was
vociferous and at times acrimonious.
But the Act, promulgated on Novem-
ber 2, now requires all home builders to
register with the National Home
Builders Registration Council (NHBRC)
from June next year and for every new
house up to a value of R250 000 to be
“enrolled” under the NHBRC’s defects
wadrranty scheme.
- The aim is to purge the industry of
sub-standard constructors and give
home buyers a guarantee'that poor
work will be rectified.

The new legislation will' force™

builders to adhere to a strict set of stan-
dards and abide by quality control
measures monitored by the NHBRC.
The builder, in turn, will be respon-
- sible for design, material and workman-
ship defects for three months, roof
tleaks for 12 months and structural
'integrity for five years, = '
i The Act makes it illegal for a bank to
;advance a mortgage loan for a home if
the builder is not registered or the
ihome not enrolled.
. The enrolment cost to the builder is
1.3% of the value-of the house or hous-
'ing project, although this will not be

93 )

applicable to subsidised houses costing
less than R15 000,

Failure to comply with the terms of
the Act will be punishable with either
one year’s imprisonment or a fine of
R25 000 for each home built,

The NHBRC was established in June
1995 as a Section 21 company, but has
now become a statutory body and will
retain this status for five years from
next June, To date 5232 applications
from builders have been approved, but
NHBRC managing director Peter All-
Sopp says owing to poor economic con-
ditions, about 45 contractors a week are
closing down. This is countered by new
applications of only 20 a week,

Nevertheless, the NHBRC has built up
a protection fund worth R50-million,
part of which is used for administration
and inspection costs.

‘Allsopp says the cost of repairs to
homes not undertaken by the original
builder between 1995 and February
next year is estimated at RI-million, He
points out, however, that less than 10%
of the homes are two years old and it is
normal that any structural deficiencies
becomg 'noticeable only after four
‘yeéars. During this period, it is possible
that some builders will have been
forced to close and it will the NHBRC’s
responsibility, in terms of the Act, to
make the repairs.

The NHBRC receives about 500 com-
plaints a month, which are pared down
to about 120-150 a month,

i
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om fly-by-night contractors

New legislation will offer consumer

aping cracks in the
walls, roofs blown off in
a breeze, shaky founda-

This is the ¢ostly nightmare
your pristine new home can

But new legislation, which
comes into effect in June next
year, will offer consumers a
dream in the form of extended
& protection from fiy-by-night
builders and wiil standardise
the home-building industry.

Under the Housing Con-
sumer Protection Measures Act
builders will be legally obliged
10 take responsibility for faults

All homes huilt from June
next year will have to be regis-
tered and will falf under a war-
ranty scheme, the biggest in

3 the world, according to Pefer
ssbvagiied Allssop, managing divector of

the National Home Birilders™

Registration Council (THBRC).

Builders have to rectify any
defects related to workman-
ship, materials and design oc-

* curring within three months

after the buyer’s occupation,
The builder also has to re-
pair any roof leaks that oecur
within a year of occupation
and fix any faults affecting the

steactural integrity of the
house within five years of oc-

cupation, said Allssop,

If the builder refuses or is
unable to, the NHBRC is
ohliged to fix the faults using
funds from the rectification
fund, which currently stands at
R50-million. This fund is inde-
pendently audited and man-
aged, he said. '

The act makes it mandatory
for all horebuilders to regis-
ter with the NHBRC and to en-
roll new houses ata fee of 1,3%
of the total selling price of the
house. This means consumers

5 u%a@m:o: fn ht cg
T TN
istration by builders was vol-
untary and its warranty only
covered houses up to a value of
R250 000, excluding subsidised
houses. The NHBRC will dis-
solve and be replaced by a
statutory body, with the same
name, with increased powers'of
quality control and protection
for the consumer.
The NHBRC plays an in-
- valuzble role. It corrently does
about 900 inspections a week.
Since its establishment, the
NHBRC has de-registered 119
. contractors and smspended m

“For every R10-miflion

¥

, are afforded extended protec-
* tion and aniform standards will

The warranty covers all
newly boilt permanent resi-
dential dwellings, including
fiatg, houses and townhouses,
and excludes additions or al-
terations done to the dwelling.

to fall under
Warranty
scheme

It covers subsidy housing
projects right up to mansjons
worth millions of rands.

Many of the provisions un-
der the act are not new, Allssop
said. The NHBRC, a non-gov-
ernment organisation, was es-
tablished in June 1995 to pro-
tect home buyers against
unscrupilous builders but reg-

look at the quality of the bufld-
ing and 30% of local authori-
ties are bankrupt and therefore
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Wall canyon ... shoddy workmanship caused a massive arack in th
future there will be severe consequences for Em@n
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Sibonelo Radebe
THE SA construction industry is
on a knife's edge, facing either
recovery or slippage to greater
depression, says a report by the
SA Federation of Civil Engineers
(Safcec).

The report says that from the
late 1980s, the construction indus-
try entered a declining trend
mainly because of shrinking gov-
ernment expenditure on infras-
tructure development and un-
favourable econormic conditions.

Fixed investment spending,
which comprised about 30% of the
annual budget during the 1980s,
dropped to less than 8% last year.
“A great deal of woes of the indus-

SA construction industry at
critical stage, says report

try could be derived from these
trends,” Safcec executive director
Henk Langenhoven said.

The report says inefficient gov-
ernment structures and misman-
agement of funds which frequent-
ly led to cancellation of contracts
and irregularities in payment
systems exacerbated the industry
crisis.

The cancellation of govern-
ment tenders increased by about
10% last year and this year.

If the current trends continue

the industry crisis could continue
until 2005 and, if vigorous eco-
nomic growth does not resume in
the country at that point, the cri-
sis will stretch to 2010 and be-
yond, the report says.

Langenhoven urged govern-
ment to move fast in its attempts
to introduce proper management
of funds in provincial and local
government levels,

The report says the construc-
tion industry plays a pivotal role

(3 &\ é;t d?it\;x T the country

v
and the consequences of a worst-
case scenario could have a knock-
on effect on the whole economy.

The industry emﬁloyed about
120 000 people and Langenhoven
said that in a worst-case scenario
the figure could be dramatically
slashed.

An optimistic view of the
report was that if bottlenecks in
government delivery  were
removed and good governmernt
policies implemented, the indus-
try would recover by 2002 a:;d see
vigorous growth by 2003, %

Langenhoven said the report
covered only local activities of the
construction industry, Major com-
panies operating offshore did not
teel much pressure,
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he withdrawal of the association
organisgtion in the building ingust'ry,
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pr'opqs:‘tiop forthe Majority of Gauteng MBA,mémbers.
y € said the decision Was made mainly becauge fewer
employers weye complyirig with barg&inil;g agreemenis
asaresult of the emergence of manysubcdqt}'actors Who
werddifficuit g police, . e '
De Koek said foncompliant ¢oi’gtract¢r§ Were getting
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' Much highey Jaye) than those Benerally Paid in the may.

ket. “Thjs €nabled noncompliziny émpl@yeg'-s‘_tg‘set com-
Petitive tender Drices ang win'most of tha tédeys » .

. De'Kock-sajq the‘assb*ciétibn‘ Was prepared to Rego- |
- tiate '3 pey structure'that would be more’ flexible and
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. He said the council hag Still not heep dccredited by
"the Commission for Conciliation, Mediatio,nuanﬁ.‘ArBitra-
tioh. and therefore hag Yetto' recejve subsidies ‘for its

dispute resoluticy; functions, o L el e
i The lojy level of TERIesentivity of lq'gionsfin.tﬁi.s sector

Dl fé{:lf;i'b&ljt;‘}_’[_‘he"gbhnﬁi] {epré'_s‘ent'éjd‘:ilbb_ut3§ 000"

embl‘bxqes.g‘:id bétivear; 2 oo and 4 000 emp)
B‘u!‘ ig N -

: lié associatiop, towithdraw tr
ndustrial action inJanuary, Moloto said.
wanted. to “run away 'from the unions”

o, hega T orum was mierely a public
es,h “'d;f':_ i N ':;:r”;. . .
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Sibonelo Radebe

THE outlook for the building
industry remains bleak due to
harsh economic conditions and
other adverse circumstances that
are expected to persist next year,
according to an opinion survey
conducted by the BMi building
research strategy consulting unit.

The survey found that busi-
ness confidence in the building in-
dustry reached its worst levels in
10 years during the third quarter
this year.

Confidence levels in the indus-
try had remained positive until
commercial interest rates were
raised seven percentage points
over a short period from April.

“The impact on confidence was
jmmediate and profound, slump-
ing to a net 30,6% negative in the
second quarter of 1998," the sur-
vey said.

Confidence levels were 85%
positive in 1995 and gradually
declined to 15% positive in the
first quarter of this year, before
being knocked to negative levels.

The industry’'s main concerns
were low productivity, militant
labour unions, affirmative action,
the employment equity bill and
general economic problems.

The survey found that many
industry players were forced to
take drasiic measures to cope
with the harsh conditions, includ-
ing cost-cutting programmes,

e

in

restructuring and rationalisation.

Last week the Master Builders’
Association announced its inten-
tions to withdraw from the Gaut-
eng Building Bargaining Council,
citing high costs related to com-
plying with the agreements of the
council and the fact that the
industry was so depressed.

The survey found that many
smaller businesses in the industry
had been unable to take the pain.
“These conditions have produced
an intense competition which had
a disastrous effect on smaller
businesses”.

As a result, the number of
home builders registered with the
National Home Builders Registra-
tion Council had dropped from

(32)

cpressed” |

T e T
S

3 500 in February to 1 874 in-Oc-
tober, the survey said. ;

Since the increase in interest
rates from April about 160 ap-
proved building projects totalling
R800m had been postponed
indefinitely.

The survey concluded that the
current declining trend in interest
rates would not make much differ-
ence to the industry. A net 30,6%
of the survey respondents expect-
ed worse conditions next year.

In addition, the decline in con-
fidence was expected to lead {0 a
drop in investment in building
materials and machinery, which
would have a negative knock-on
effect on the overall economy and
employment lev
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ability of new work was dé-
‘creaslng, the Bureau for .}
Economm .Research re-
, ported yesterday‘ u

: The‘bureau in"a. busi-
ness“survey conducted i,
the’, last quarter: of this
year, sald business’ confi-
.dénce’ "had ', detenorated
further‘and reached alevel’
similar- to that which pre-
Yailed in’ 1985/86 —- a pe-
riod of deep recéssion in
the bulldingmdustry :

. Architects’ and .quanti-
ty surveyors indicated the
number . of "+ contracts
awarded was sharply .
down compared to the
same period a year ago. ,

The same applied to-=

Jthe- ‘number: of .commis-; apt
| sions” pt skefch’ plan and

'worlungdrawingstage s

"+ “It'is also evident thatﬂf
; tight * market condltlons
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oﬂ overheads . and an in- a
creasing -number "jof  re-
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.they b have l}ad to" reduce 10
,.staff 'the bitreaii said.
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"I the case' of contrac, e

tors and subcontractors in et -
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took a further knock in the., 4
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‘work'and a further. intén: :

iR
sification.' in- \ tendermg.,lM

,,competggon.

L
‘Apaft from the lack oft ;‘jq

! new /. Work, the “cost of fif
| nanée vas d'sevére 1mped—

1ment hampering business et
\activity ‘No: lmprovement ih

_in_the business climate,; s

was expected in the new Mﬁ
year,"the bureausaid. . .
Contractors in the clv:l

engmeermg mdustry were ws

.€qually. pessimistic, Work, ;.

‘voluni€s were well below a%*‘
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the byilding industyy, .
"t . _ Architects and quantity surveyors
Cape Town — Overall construction indicated the number of centracts
activify was petering outand the avail-  awardeq was sharply down compareqd
ability of new Work was decreasing  to the Same period a year ago,

rapidly; the Bureau for Economic . “If is also evident that tight market
Research reported Yesterday. ;

ter . conditions have put severe ,c_wm.mmﬁm on
+ The hireau, ina business survey  overheads and an increasing humber of
condiicted in the last quarter ‘of the respondents indicate that they have haq
Yeay, said business confidence had dete. to reduce staff,” the bitreair said.
riorated further and had reached a Jave] In the casé of .contractors and sub-
similar to that which had prevailed in

. contractors in the building industry,
1985/86 —-Aperiod of deep recession in
1 e ) . '

their confidence levels took g further

3
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j quarter of this yeai:
This was a reflection of the unavail-

ability of new work and a further in-

. tensification in tendering competition,

“Apart from the lack of new work,
the cost of finance was & severe imped.
iment hampering business activity

“No improvement in the businegs
the bureau said. .

Contractors in the civil engineering
industry were equally pessimistic,
Work volumes were well below those of

ate was expected in the new year” '

:85.2;8@
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M Year hefore and the availability of
new work had waned substantially

The bureau said the outlook for the
construetion industry for 1999 was
grim.
“Over the short term, the
downswing is likely to intensify further,
notwithstanding the fact that a gradual
decline in interest rates is expected
hext year,” the burean said,
. < It added that the overall building
cycle was only expected to reach alower
turning point by late 1999 or early 2000,




Builders may
have to pull out of
low-cost housing
Siboneio Rade (é;)

ESTABLISHED builders will have to pull
out of the low-cost housing market if the
housing ministry continues to insist that
the state subsidy of R15-000 is sufficient
to build a 30m? house, the Building indus-
tries Federation of SA says.

Bifsa executive director lan Robinson
said the subsidy, which rises to a max-
imum of R16 080 from January 1, is suf-
ficient for only a 15m? house. )

Housing Minister Sankie Mthembi-:
Mahanyele said last week that minimum-
standards for houses built with govern-

ment's maximum subsidy would be intro- {-
duced. While several builders have said -

the subsidy is sufficient to build only a.| |
10m? home, Mthembi-Mahanyele insisted” |’

that it was possible to build a 30m®5struc- |
ture. She said some smaller and more cre* §
ative builders had produced housesof up |-
to 40m?. She accused established con- [

struction companies of wanting to make
“abnormal profit” out of the low-cost
housing market, '

Robinson said about R9 000 of the sub- | .

sidy was consumed by service and infra-
structure costs, including sewerage and
the provision of water and electricity,
leaving less than R6 000 for the structure,
This meant that even if second-hand
materials were used it was impossible to
build a quality 30m? home. He disputed
Mthembi-Mahanyele's assertion that
some contractors could build up to 40m?
structures with R15 000. . '
Robinson said the minister had over-
looked several factors in her insistence
on the minimum house size, including ris-
ing labour costs and more expensive
building materials. He said government’s
stance would drive many established
builders out of the market. oo
He expressed regret that Bifsa had no
been consulted before the minimum stan-
dards announcement was made, saying
the organisation had access to the best
expertise in the ccuntry to determine
building costs. The minister’s conclusion
that 30m? was a fair minimum for the
R16 1200 subsidy was Wé{% (}gl. lead-
ing, he said. H) aj qg
Gauteng housing MEC Darl Mofokeng
said his department had introduced the
30m? minimum in 1996 and several
builders, small and established, had man-
aged to provide houses of up to 40m? at
R15 000 each. “For the past two years our
experiences (have proved) that the na-
tional minimum standards are sustain-
able and viable,” he said.
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‘SUBSIDY NOT ENOUGH’

Govt, Bifsa clash 9@&

JORANNESBURG: Some in the building industry say the subsidy
can pay for bnly 10m?2, but others say bigger homes are possible,
FIKILE NTSIKELELO MOYA auo:m

\HA._m government and the building
industry are at loggerheads over
Housing Minister Sankie Mthem-
bi-Mahanyele's insistence on mini-

mum standards and sizes for houses
built using the R15 000 mcca&r

The Housing Department’s stan- .

dards require developers to build hous-
es that are at least 30m2,while the
Building Industry Federation of South
Africa (Bifsa) argues that homes of only
10m? can be built for R15 000.

A typical township “matchbox”
house is about 40m2,

The norms and standards are to be
implemented from April.

Mthembi-Mahanyele says the
intention is to “promote good practices
in the construction of houses for low-
income earners and to discourage
crooked and greedy tendencies”.

At the heart of the controversy Is
the government’s insistence that Bifsa
and other developers who say the
R15 000 cannot go far want to take

advantage of the government's deter-
mination to address the massive hous-
ing backlog,

Bifsa'3 chief executive, lan Robin-
son, said it did not make business sense
for members to build larger houses
because of the expenses involved —
such as labour, materials and the devel-
opment of infrastructure,

“It costs about R9 000 to have a ser-
viced site,” he said.

“This leaves us with only R6 000 to
erect the top structure {actual house).

- “If the local council provided ser-

viced sites for free and local communi-
ties provided their labour for free, per-
haps then it would be possible to c&E
the houses using the money provided,”
Robinson said. {

“But how many councifs or com-
munities would be Emvmmmﬁ_ to supply
these for free?”

Robinson said the EEEQ was get-
ting bad advice from people who
claimed they could build bigger hous-

es. ltwas E_amm&:

Of ZE»BE-Zw:mEa_m 5 mzmmm.
tion that Bifsa members were looking
for a quick buck, Robinson said: “It's
just the opposite. Out profit margins
are next to nothing.”

Mthembi-Mahanyele sald some
people had found creative ways to
build homes that were bigger than the
minimum standard,

She also said Bifsa and its members
had not told people about the options
available to them.

#(Bifsa) buys the most expensive
material, as if it is building for the mid-
dle- and higher-income groups,” she
said.

“We are directing our efforts at low-
income earners — that is why we are
looking at :oﬁmmro_nm that earn less
than R3 500.

"We sentouta Eommmm_ona team to
- survey all the projects. Reports showed
' that it was possible to build houses that
were more than the standard 30m2, It
can be done.”

Mthembi-Mahanyele said that
where land conditions were bad — as
in areas that were rocky or sandy ot
had clay; dolomite or high water levels

RDP homes

72) T i )11aa

— provincial MECs had the power to
reduce the size of homes to a mini-
mum of 24m2,

Grinaker Housing's general manag-
er, Bonke Mkhonto, said it was possible
to build houses that were bigger than
the minimum standard.

His company was building houses
that were larger than 30m?2, he said. In
Mpumalangs, it had built houses that
wete up to 54m2,

Mkhonto dissociated his company
from Bifsa's claims that it did not make
business sense to build “RDP houses”,

“Bifsa has never canvassed us for
our opinion,” said Mkhonto.

One of the options Mkhonto's com-
pany offered was that it build the exte-
rior walls and roof and allow the own-
ers to subdivide the interior as they
wished or when they could afford todo
50,

Mkhonto said established compa-
nies were queuing for contracts to
build homes for people who qualified
for the R15 000 subsidy — which
showed that money could be made.

However, if homes bigger than the
standard were to be built, the contracts
would need to be big, he said.

b
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New housing law under fi

Bill ignores consumers’ welfare, says bu%n

Arsus AcTion

A new law ‘designed to protect
consumers effectively ignores their
welfare, says the Building Industries
. YFederation of South Africa (Bifsa).

; The Housing Consumer Protection Act,
which gives the Home Builders’ Registra-
tion Council “sweeping powers”, needs to ba
re-examined, says Bifsa.

“Like the Liguor Bill and anti-smoking
legislation, there is an urgent need for the
provisions of this piece of legislation to be re-
examined and returned to Parliament for
further consideration,” says Bifsa executive
director Ian Robinson. .

But registration council managing direc-
tor Peter Allsopp told Argus Action his
organisation had spent R17-million “han-
dling claims, inspecting homes and protect-
ing consumers”,

Mr Robinson said that instead of protect-
ing consumers; the act made them pay what
amounted to an additional tax whenever 3
house was built, he said. . T

Every registered home builder had to pay
afee of 1,3% of the total value of a project

i ad

V.

into the Home Builders Registration Coun-
cil’s coffers,

The 1,3% levy was added to the cost of the
brofect finance, leaving the consumer with
an additional bhill of more than twice the

original levy because it was paid over the -

peried of the bond, said Mr Robinson.

Ancther major problem was that the act
allowed only builders registered with the
council to build homes.

It compelled banks to approve financing
only to builders registered with the council,
and also to ensure that the 1,3% fee was paid
to the council. -

“Penalties for builders or banks ignoring
these provisions are R25 000 or a year in
jail,” said Mr Robinson.

Consumer protection was limited only to
structural building faults and did not cover
other faults, -

“The act ignores the weifare of the con-
sumer by granting the Registration Council
the exclusive five-year right to provide this
extremely limited warranty service,” said
Mr Robinson, adding that the minister
reserved the right to extend this mandate
after the initial period. .

Bifsa is asking the minister of housing to

7
m% I{e?c%%:g:zgalgg i

nomi
Development and Labour Council (Nedla
for revision.

Mr Allsopp said President Mandela hs
sighied the Housing Consumer Protectic
Measures Act after extensive public deba
and evaluation by both Houses of Parli;
ment,

“Many stakeholders in the home buil
ingindustry also supported it.” L

The 1,3% fee was to build new home
costing below R250 000, and was a charg
against the builder for cases where he or sh
was unwilling, unabile or no longer in exi.
tence torectify a defect.

The council had received more than 2 5
complaints against builders, of which twe
thirds were resolved through interventior,
“Over R110000 was spent rectifyin
builders’ defects jn December alone,” saic
Mr Allsopp. <l

Of 80 000 homes registered with the eoun
cil, almost 10 000 no longer had a builder let
tostand by the warranty obligations.

“However, each of these consumers ma
still feel safe in the knowledge that if the:
have structural defects in their homes, th
council will be there to assist them.”




Housing consumer ' |
protection act ‘flawed’-

SiboneloﬂadebeC @ é&) " |

THE Building Industries Federation of SA (Bifsa) has
called for the Housing Consumer Protection Act to bere-
examined by parliament, saying it was concerned the act
was not constitutionai. .

Bifsa executive director lan Robinson said his asso- |
ciatfon welcomed the aspect of the bill aimed at pro-
tecting consumers, but said there were several sections
ofthe act which were seriously flawed.

The act, effective from June this year, will entrench
the National Home Builders Registration Council as a
Statutory body to safeguard the interests of consumers,
All home builders will be required to register with“the |! |
council. Unregistered builders will face a fine of up to
R25 000 or one year Imprisonment,. ’

The council will be entitled to levy an inspection fee
on every house built in the country. The levy will be an
equivalent of 1,3% of the total value of each house built,

Robinson said Bifsg objected to the inclusion of the l
inspection levy. “This means the consumer pays the fee
over the period of the bond, escalating the levy tomore | |
than doublejts original amount.” -, ST

Robinson said the bill's bottom limit to homes which
fell under the act shonld be scrapped as it excluded
dwellings of poor homeowners who were in greater need
of consumer protection. Instead, a ceijling shouvld be ig-

highly rated professional and experts were employed,
This category of home gders did not need the con-
sumer protection bill, |qu <
“The absence of 3 ceilinginthe 1,3% le l onlyadd | |
cost tothese projects,” Robinson said. e A l
. He said council could not be a registration body for
homebuilders and be an arbiter for consumers. “The act
effectively entrenches a state monopoly although gov-
emment had good intentions in mind when it promul-
gated the act. But there js strong case for review, We
therefore cail on the president and the minister of hous-
ingtoreturntheactto the house,” Robinson said.
Padraic Doyle, adviser to both the housing ministry
and council said the act went through parliament with
Mmajority. support. The portfolio committee which dealt
with the act accepted that the home building industry
required regulation. . .
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SA’s building and construction sec-
tor has had a grim welcome to 1999
and analysts 53y prospects look
bleak until well after this year's na-
tional elections and possibly deep
into 2000,

High interest rates, a slide in gov-
€riment spending on public works,
rampant crime and a lack of manu-
facturing expansion have all taken
their toll op building work and
forced at least two leading compa-
nies to issue profit warnings,

Tough conditions are reflected in
the deciine this month in the Johan-
neshurg Stock Exchange’s building
and construction index. This has fall-
€0 rore than 8% in an overall market
which has risen more than5%,

Analysts say the €economy, teeter-
ing into recession, is partly behing
the index’s sluip, but sector heavy-
weight Pretoria Portiand Cement
{PPC), one of the companies that has
warned of iower earnings, must
share the blame,

“(The fall) is a reaction to what js
happening in the real economy and
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also the sector's response to PPC
corming off the boil,” said SG Frankel
Pollak analyst Mark Ingham, The
PPC share held itg own last year, sup-
borted by speculation of a bid for the
cement producer, but has since
been depressed by lack of bid news
and expectations of weaker half.-year
earnings,

Yesterday construction group

gets orim

greeting

Stocks & Stocks reported an at-
tributable loss of R6,1m for the six
months to end-September after g
R16,7m profit in the previous com-
parable period, citing “extremely dif-
ficult times",

The SA private sector, hampered
by labour market inflexibility, has
cut construction spending at a time
when  government spending on
building is also falling. Analysts say
government fixed spending is likely
to take a back seat tg political machi-
nations in the run-up and aftermath
of the national elections, due to be
heid by July. And a high crime rate
means fewer hoteis and tourist facil-
ities are being built, while building
work for manufacturers is also be-
coming scarce,

Construction andg engineering
group Murray & Roberts warned late
last year that it was likely to report a
loss for the six months to end-De-
cember, and possibly aléo for the
first half of this year, .

Analysts say, though; all is not
lost because there is work'toming in
from the country’s pension funds,
which own many of ‘SA's office
blocks and shopping centres,




Call to reconsider

act ‘was an msult’
Sibonelo Radebe @j C_B 9)

THE call last week by the Building Industries Federation
of SA (Bifsa) for the Housing Consumer Protection Act to
be taken back to Parliament was an insult to the office of
the president and to efforts that went into producmg the
act, Housing Minister Sankie Mtl embi- sald at

the weekend. g

Mthembl—Mahan ele gaid ¢ proce ] of developmg
the act started in 1996. Bifsa was given ample time to
raise its concerns, but failed to convince the parliamen-
tary portfolio committee and other parties which took
part in the development process, she said.

“Bifsa is now whinging for having failed to win sup-
port for their arguments.”

Bifsa executive director lan Robinson said last week
the act should be re-examined in Parliament because
several aspects of it were seriously flawed. “The act ef-
fectively entrenches a state monopoly, he said.

The act, which will be in effect from June, will en-
trench the Natlonal Home Builders’ Registration Council
as a statutory body to safeguard the interests of con-
sumers, All home builders will be required to register
with the council or face a fine of up to R25 000 or one
year’s imprisonment.

Robinson said the body could not be made a regis-
tration councll for home builders and an arbiter for con-
sumers at the same time. He called for the establlshment
of an independent arbiter.

He said the inspection levy to be added on costs of
every house built should have a ceiling, as luxury home
builders did not need its protection.

“These employ services of highly rated experts and
the levy would only be an additional expense for them.”

Mthembi-Mahanyele said Bifsa had raised these con-
cerns in meetings preceding the passing of the bill, but
had received no sympathy. The bill was meant to protect
everyone, irrespective of income.

She said Bifsa seemed to want different standards of
protection measures for the rich and the poor.

She said Robinson was a member of the registration
council’s board and it was surprising that he raised these
issues through the press and not with the board.

Padriac Doyle, adviser to both the housing ministry
and the council, said the act went through Parliament
with overwhelming support after it was carefully scru-
tinised at different meetings attended by representatives
of ail stakeholders, including Bifsa. He said he saw no
need for the act to go back to Parliament.

“After a protracted study it was accepted that the
home-building industry required reguiation,” he said.

Mthembi-Mahanyele said Bifsa was questioning the
credibility of the president’s office, which signed the act
after careful consideration. .




Homegg‘gsgz JQ&% ¢ a friend

By Joshua Raboraio

THE National Home Builders Registra-
tion Council has spent R17 miilion on
handling claims, inspeeting newly-built
homes and protecting consumers in a bid
to safeguard the interest of homebuyers.
NHBRC managing director Mr Peter
Allsop said yesterday more than R1 [0 000
Wwas spent rectifying defects in December
atone. This indicates the importance the
council attached to fixing shoddy work by

“eceivéd ‘more than 2 500 complairits

refently, he said, the council had
against homebuilders. About 70 percent of
the complaints had been resolved through
the council’s intervention,

The NHBRC will be given full legal
standing in June. In terms of imminent
legislation, all homebuilders will be
required to register with the council or
face a fine of up to R25 000 or one year's
imprisonment.

Allsop said the Act was signed by Pres-

contractors, he added, ! .
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Cracks mwcno@wﬂ

Work went on without remedial steps, says engingerWwho drafted risk assessment after the disaster

Stephané Bothma

PRETORIA -— More than a month before
the Inyaka River bridge in Mpumalanga
collapsed, killing 14 and Injuring 12, em-
ployees of construction contractor Con-
cor noticed hairline cracks in the struc-
ture, but continued work without taking
any remedial steps, the industrial Court
heard yesterday.

Concor contract manager for the Inya-
ka bridge project, Leslie Wardough, told
the inquiry into the disaster that after the
cracks “no bigger that a millimetre” were
hoticed on May 27 last year, Concor de-
manded written instructions from the
project engineers, VKE, to continue with
the work, ’

Although VKE had only responded in
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writing the next day, Concor had in the
meantlme éontinued construction “at our
own risk”, he €aid,

“No remedial work was done to the
cracks. Ido not know why.

“VKE asked us to monitor the cracks,
but I do hot know who did that,” said War-

dough, whose job In terms of the Occu- -
- pational Health and Safety Act was to en-

sure a safe working environment and to
carry oul risk assessments.

The incremental launching bridge col-
lapsed on July 6 when the soffit was not
strong enough to support the bearings.

Wardough said that he had no inkling
that “afailure like this might occur™.

A risk assessment of the construction
of the bridge, which warned of dire con-
sequences should something go wrong,

N —

80 4/2 [99

was drafted by Wardough only after the

. disaster, Wardough admitted in cross-
examination by Richard Spoor, represent-
ing the families of the victims.

Listing a number of other problems
during the construction, Spoor said War-
dough and Concor should have heen alive
to possible design defects.

“But you had an attitude of as long as
the bridge wag according to specifica-
tions, and the engineers said it was on
spec, just go ahead,” Spoor said.

Wardough agreed. :

The court also heard that during a site
health and safety meeting held on June
17, no mention was made of the cracks.

“Cracks in structures are regardedas a
technical issue, and therefore jt would
not have been discussed at that meeting,”

e .

fore bridge fell

Wardough said.
It was also claimed that during con-

struction, VKE had complained to Concor .

because workers were not wearing the re-
quired protective clothing.

Casual labourers, without any train-
ing, were also sent up .27m-high scaffold-
ng used on the bridge on the day of its
collapse,

Wardough said he believed the design

" of the bottom slab and web of the bridge

structure, done by VKE, was inadequate,
and this caused the coliapse.

Spoor countered that Concor, which
was responsible for the temporary struc-
tures, should have picked up design de-
fects had it done its own calculations or
done correct calculations.

The hearing continues today.

Tt o et p— —— e —

T N g



Workers deaths hlghhght difficulty of nf c

Bv Rnpnmsl. BAnNDA

The Government, unionists
and employers in the building
and construction industry say
the building-site accident in
Randburg in which two work-
ers were killed this week high-
lighted the difficulty of enforc-
ing the country’s tough labour
and safety legislation.

Some construction compa-
nies had found loopholes in the
Labour Relations Act and were
able to subcontract to subvert

Bargaining Council agree-
ments reached between work-
ers and employers, indusiry
sources said yesierday.

Speaking generally about
the industry and not referring
specifically to the Randburg ac-
cident, the cause of which is
not known, Ian Robinson, exec-
utive director of the Building
Industries Federation of South
Africa, said there was evidence
of a lowering of standards as
more companies employed sub-
contractors.

He “sai th' ad b
couraged by what he termed i m—
flexible labour legislation.

Two workers died and an-
other was seriously injured
when a wall of earth collapsed
on them while they were build-
ing a retaining wall.

After a preliminary investi-
gation by the Occupational
Health and Safety Inspectorate,
the Labour Departmenf or-
dered excavation at the site to
be halted.

There were tﬁe sub

v? - —ni

labour laws |

contractors at the site.

Allrand was the main con-
tractor and the company had
subconiracted work to Anchor
Retaining Walls, which had
subconiracted to Valcal Inter-
national. The fourth company
involved was Free State Piling.

Labour Minister Memba-
thisi Mdladlana yesterday said
the accident highlighted the
need for compliance with oceu-
pational health and safety laws,
and a commiiment to safe

orkmg practices.
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Government action needed now
(>=)

GRAHAM NORRIS
PROPERTY EDITOR

action on several fronts imime-

diately if the Western Cape
building industry is to be rescued
from disaster.

This warning comes from Don
MecAlister and Mike Loy, the presi-
dent and director of the Master
Builders and Allied Trade Associa-
tion, Cape Peninsula.

Mr MacAlister said that although
a marginal improvement was evi-
dent towards the end of last year,
the slight increase in tender activity
in the Cape Peninsula was unable to
offset the overall catastrophic
downturn reported for the whole of
1998 by the MBA.

Mr Loy confirmed the downturn
with figures, which he described as
“yery worrying”.

“There was, throughout most of
1998, a massive decline in tendetr
activity in our area. In 1997 we
recorded that R849-million worth of
work in the commercial and indus-
trial sectors of the market was put

The Government needs to take

out to tender — the lowest level for
more than a decade, However, in
1008 the figure decreased a further
45% to R389-million.” ‘

Mr Loy said the figures did not
take into account residential work
and work handled on a negotiated
basis, but there were indications
that the fall-offs in these sectors
were equally significant.

“The situtation is particularly
serious,” said Mr Loy, “because we
now do not expect any sort of
upturn for at least the next nine
months or possibly a year.”

Mr MacAlister, quoting from the
latest report of Medium-Term Fore-
casting and Asssociates, blamed the
decline in building activity on the
“excessively high” interest rates.

He said four other factors high-
lighted by MTF had also hurt the
industry: negative net migration
figures, saturation in the town-
house building market, reduced life
insurance and pension fund institu-
tional investment in property and a
marked drop in real incomes.

Mr MacAlister urged the Govern-
ment to tackle the problem by

increasing state 8Xpenditure on cap-
ital projects.

“We simply have to have jobs -
and the building industry is
acknowledged as the best creator of
employment opportunities.

«“Furthermore, all money spent on
infrastructural improvements
directly benefits the communities
in which they take place.”

Mr MacAlister said that if there
was no improvement in the flow of
government contracts this year and
no boost to investor confidence, the
Cape Peninsula building industry
would “be approaching a major dis-
aster”.

He said a negative result of the
overall downturn in building activi-
ty had been a reduction in the level
of skills training.

“While the industry is technically
competent to react at very short
notice to any increase in the level
of building activity, a worrying fac-
tor for the future is the time it takes
to train a competent artisan,¥he
said. o
For more information phg'ipe Mike
Loy (021) 214757 v

]
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1 Ciacké at Inyaka bric*% vcsgqui'e ‘61% red’

Stephané Bothma
PRETORIA — Guests at the launch of the
Inyaka River bridge in Mpumalanga last
year received no safety briefing, and were
allowed to move on the building site with-
out the supervision of contractors Con-
cor Construction, an Inquiry into the col-
lapse of the bridge heard yesterday. The
inquiry was told the guests were jssued
only hard hats.

The probe is being conducted by the
Labour Court, The bridge, near Bush-
buckridge, collapsed on July 6 last year,
killing 14 people and injuring 12,

Koos Conradie, an engineer involved
in building a similar bridge in Swaziland,
told. the inquiry he was invited by con-
sulting engineers VKE to attend the

launch?He saiﬁi‘ the entire structure start.
A '

!

DA

Frsut

ed moving while e was orthe %eck 0%1&

bridge, which was still under construe-
tion. The inquiry heard earlier that cracks
In the concrete were visible more than a
month before the bridge's structure
collapsed,

Conradie, who has 14 years’ experi-
ence as an engineer, said if he had been
working on the Inyaka bridge when the
cracks were first noticed, he would have
contacted the design engineer, He said
calculations were needed to determine
the canse of the cracks before allowing
any work on the bridge to continue,

Conradie said the feeding of the
launching pad should have been moni-
tored.and the launching process should
have been stopped if the pads had been
usedincorrectly, :

The inquiry contiitues today.
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‘Concor deviated from safety’

Witness testifies that collapse of the bridge was reasonably foreseeable .

Stephané Bothma

PRETORIA — Critical safety aspects specified
In the contract for the building of the Inyaka™
River bridge in Mpumalanga had been deviat-
ed from by construction firm Concor and could
have contributed to the collapse of the struc-
ture, the disaster Inquiry heard yesterday.

Fourteen people were killed and 12 injured
when the incremental launching bridge near
Bushbuck Ridge collapsed on July 6 last year.

The monitoring of movements In one of the
pillars of the bridge — a specification in the
contract — were not adhered to because Con-
cor's equipment on the building site was not
sensitlve enough to do so, site agent Peter
Price, in charge of supervision of the construc-
tion, testified,

Price sald the monitoring of deflections was
a critical safety issue. “If deflections are not
monitored and a problem occurred, the bridge
would fall,” he testified. ,

A collapse was therefore “reasonably fore.
seeable,” he admitted. He said the deviation
from the contract foliowed discussions with

the designers of the bridge, VKE Engineering.

“Our role in the bridge was to construct, not
design,” Price said.

A second salety measure — the installation
of emergency switches on the bridge to halt
launching In case of an emergency — also
specified in the contract, had also not been
adheredto,

The Inquiry, chaired by Larry Kloppenberg,
heard that more than a month before the col-
lapse, cracks were noticed In the concrete
structure,

However, resident engineer Theo van De-
venter, employed by VKE, said he did not have
the knowledge to attend to the cracks and that
his expertise were in road building, not bridge
building.

“If I saw cracks like that in one of my roads, |
would break the entire thing up,” Van Deventer
allegedly said at the time the cracks were
noticed.

Price said that several new cracks had ap-
peared on the bridge in the month before the
collapse. “Each time we expressed our con-

with work,” he testified.

A report submitted by an Independent ex-
pert, Andre Oosthuizen of the firm AOA con-
sulting civil and structural engineers, stated
that if “propér supervision at each work sta-
tlon existed, the soffit cracking would have
been cobserved, leading to stopping of the
launch” which could well have prevented the
collapse,

QOosthuizen said Concor had fziled in many
respects — Including incorrect assembly and
stressing of DW Bars, Incorrect levels of tem-
porary bearings, incorrect dimensions and ori-
entation of sliding pads, lack of control of ac-

‘tual pier deflectlons and lack of-appropriate

communication on site,

Price said Concor had been aware that med-
Ical facilitles in the Bushbuck Ridge area were
insufficient even before the disaster.

Price, who in terms of the Occupational
Health and Safety Act was responsible for su-
pervision of the site, was in his office a dis-
tance from the bridge on the day of the col-

lapse. He witnessed the disaster from his office
window, @ Mw.v - )

cern .M%Wm.m&mlﬁo &M& by them to continue
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Agent failed to |
carry out duties, -

bridge probe told
%“ﬁi‘g @D (=)

PRETORIA — The Concor Construction site agent re-
sponsible for supervising the building of the Inyaka river
bridge in Mpumalanga was yesterday accused of “ab-
solutely failing” tg carry out his responsibilities as de-
termined by the Occupationa] Health and Safety Act. .
The bridge, under construction near Bushbuck Ridge,
coilapsed on July 6 last Year, killing 14 and seriously
injuring 12 others, - S
Attorney Richard Spbor, representing familles of the
deceased at an inquiry into the disaster, stopped short of
accusing Concor site agent Peter Price of complete in-

the bridge had not been supplied with safety harnesses
and safety boots as required by the act.

Price had not supplied a written plan of action should
something go wrong and did not know that at the launch
of the bridge, on July 6, aworker spotted a new crack.

Price, who was in his site office when the bridge col-
lapsed, disagreed he had failed to carry out his duties as

ments had been used.

Spoot said use of stress wire had been a “standard,
fundamental” practice by everyone who had been build-
ing that type of bridge for 20 vears, “! discovered only
after the collapse that stress wire systems were readily
available,” Price said. The inguiry continues today.
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By MalcolniRay, -~ "~ -
LEGISLATION toitighten up the Gov-
ernment’s  -beleaguered housing. .

. delivery -programme - to protect con-

+ surers dgainst fly-by-night contractors
was, well under. way; Housing Minister
2Ms- - Sankie.:, ~Mthembi,—MahanyeIe:J

annbunced- yesterday: . ¢« ¢ :
- 'Speaking,,atfa‘-media-b'rieﬁng, she
saidher department had received cor-
plaints from the communities aboirt the
poor workmanship, R

“The Housing Consumer Protection

Measure -Act teleased last: ‘year:is a -

building block towards 'getting rid of

bad elefrients’in the building, and con--.

struction industry,” she sajd:™
Mthembi-Makanyele 3aid legisla-
tion has been riooted to give statutory
recognition .to the .National Home
Builders . -Registration Council
(NHBRC)." - .
'+ “Inthe past there has-been little help
that consumers could.get in their fight
against builders. While many builders
are good, some have given the industry
a bad nime,” she said. -

§9WETJ_AN Friday-February 12 1999

. The loophole fn"housing legis[ation
was that while it provided for partner-
ships with the private sector, particu-
larly emerging black contractors, the
scope and status of the NHBRC +had
proved wholly deficient as far as regu-
lating the delivery programme was
concerned, . St
- -The key objectives -of, the degisla~
tion, Mthembi-Mahanyele sai_g,..‘.was_ to
create a national registration? board
with powers to regulate minimim
national quality standards foe il Hoine
builders. FEEal
- Another:loophole in the legislaijon
-“is the tendency of some individuals fo
-use the R15°000 government subsidy
perfaniily; for other purposes™.

- “There have also been cases where
individuals have been able: toaccess the
subsidy more " than' ‘orit” Thémbi-
Mahanyele said, N

“We have a backlog of between two
and three million houses. Measured
against a limited subsidy budget for low-
cost housing, this prejudices . other
homeless and low-income beneficiaries
who qualify for government assistance.”




‘Matchsticks could fit into -..

cracks’
D

Stephané Bothma
PRETORIA — At least 17 more witnesses
will be called to give testimony about
events leading to last July'’s collapse of
the Inyaka river bridge in which 14 people
were killed and 12 injured,

The inquiry, under the chairmanship
of Larry Kloppenberg, has heard evidence
mainly from workers who survived the
disaster and from employees of Concor
Construction, which held the contract to
build the 300m prestressed incremental
launching bridge for the water affairs and
{orestry department.

The bridge was designed by Pretoria
engineering firm VKE. Four experts will be
called to shed light on the matter,

Nelspruit attorney Richard Spoor, rep-
resenting. families of some of the de-
ceased, in cross-examination of Concor

IS

engineers alleged that in terms of the Oc- .

cupational Health and Safety Act, Concor
had failed to carry out its duties during
the construction of the bridge.

Site agent Peter Price, who held the
occupational safety appointment on the
building site as required by law, testified
earlier that he had delegated some of his
duties to bridge section engineer Ricardo

. memoatthetime. ., "

in Ilyaka river bridee

(=) (273 )
de Sa, whichgl €rm fg;ct. e had

been entitled to do.

However, in testimony delivered Jate
last week, De Sa said he had never re-
ceived a formal appointment as required.

“But I am aware of the basic conditions
of theact,” De Sa testified.

The bridge collapsed during a launch-
ing phase while several invited guests
looked on. The inquiry heard that the
movements of guests were not controiled
by Concor on that day and that visitors
were supplied only with hard hats, )

On May 27, more than a month before
the structure failed, problems with the
bridge had already begun when cfacks
“50 big one could put a match stick into it
appeared in one sectlon, De Sa said.

However, VKE engineers allegediy in-
sisted that it was safe to continue with
construction, while at the same time or-
dering additional reinforcing for the sec-
tions which were still under construition,
the inquiry heard. i

A junior engineer on site, elize

scribed the cracking as “sev

Gouws, who died in the dis tde-
W’rm >

The inquiry continues today when De
Sa will be cross-examined.




Process ‘did not compl

Stephané Bothma

PRETORIA — An engineer who
was part of a team responsible
for the construction of the Inyaka
River bridge in Mpumalanga,
which collapsed last year, told a
hearing into the disaster yester-
day that he had no knowledge of
the provisions of the contract in
terms of which the bridge was
built.

The bridge collapsed on July 6+
last year, while under construc-
tion near Bushbuckridge, killing
14 people and injuring 12,

Ricardo De Sa, section engi-
neer for the project, said that
with hindsight he now realised
the process he used to monitor
the deflections of the pillars of
» the bridge did not comply with
theterms of the contract, .
“Ishould have known the pro-

!

with contract’

visions of the contract, %id-} itor two ﬁZe bridge’s pil-
not,” De Sa said during cross- lars for defleftions.

examination by Adv Jan van der
Westhuizen, representing the
labour department at the inquiry.

De Sa was employed by Con-
cor, the project's construction
company. Under the contract, de-
flections should have been mon-
itored continuously during the
launch of the bridge and emer-
gency switches should have been
installed to stop the launch if pre-
scribed deflections were exceed-
ed. This was not done, De Sa said.

The probe, chaired by Larry
Kloppenberg, heard that on the
day of the collapse Concor had
used casual labourers to perform
crucial tasks without proper
training or supervision. .,

De Sa testifigd that despite
specific requirentents in the con-
tract, he had been ordered not to

~enblalmg -

He also said he did not know
what the maximum prescribed
deflections had been,

During cross-examination by
attorney Richard Spoor, repre-
senting families of the deceased,
De Sa said he had no previous ex-
perience in the building of an in-
cremental launching bridge.

“l was not aware of the signif-
icance of continuous monitoring
of deflections,” he said.

The inquiry heard that weeks
before the collapse cracks ap-
peared in three different sections
.ol the bridge. De Sa said it had
been Concor’s responsibility to
monitor these cracks. o
. The company had f)een in-

“structed to do sq by the design-
ers of the bridge, ZKE Engineers.
*- ~The probe continues today.
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 original design-was inadequate; an *'

. 300mi! bridge, under construction

Bri

- ,
Stephané Bothm

3 !
PRETORIA — Only six months af- .
ter Construction started on the In-
yakaRiver bridge in Mpumalanga;
did the design engineers realise

thats4ieel* téififorcement in the b

inqtiryhedrd yesterday, > - .31 had ‘built Jooked. strong — not
Esﬁm only aftér this wmﬁ_..mwm_hn,,.w His one,, [ Mmade it very clear to |
thatithe design engineers ordered .. SvEryone on site that I was ynhiap-

an ddditional 48 tons of steel £ bie ™
usedtiin the structure, the inquiry
was told. Three weeks later the '
nearBushbuckridge in Mpumalan-
ga, -*collapsed killing 14 and L
injuring 12.

“I'was worried all the time be-
caube right from the start ... [ be-
lieveik the engineérs did not de-
sign the bridge with enough rein-
forcement,” Concor Construction
bridge foreman Tony Jordao told
the inguiry. ,

T -

21

Vet a s

The bridge was designed by
VKE Engineers for the Water and
Forestry Department and was be-
Ing bullt by Concor when it col-
lapsedin July 6 last year,

years ‘experiénce’ in bridge’buiild-
ing,'said that “il the Other bridges

Dy about the reinforcing,”
- . However,, after raising the is-

‘'sue with VKE assistant resident

engineer Marelize Gouws at least
three times, he had given up dis-
cussing his concerns after con-
stantly having been assured that
the bridge design was perfect.

. “We were ordered to continue

Jordao, who has more than 10 )

dge foreman says his warni

with construction, We kept build-

SmmsaSmmwovn _‘mnmmmmzm:mzﬂm
bridge,” he said. - .-

In cross-examination by advo-
cate Lucas van der Merwe, for

VKE, Jordao said he was not talk-
ing with the wisdom of hindsight.
“The problems were there all the
time,” he said. He had believed the
reinforcing to be inadequate even
before severe cracking was no-
ticed ‘more than a month before
‘the bridge collapsed.

“There .were,_cracks with ' a
width of between 3mm and. 4mm.

all over the place,he said,

© Jordao said.he ‘had ‘wanted to:

-stop construction on the bridge
completely until the problem was
solved, but had been ordered by

-VKE engineers to'continue. ,

“People on the site with more
brains told me I should not worry
about the cracks,” he testified.

He denied that bad workman-
ship on the part of Concor had
contributed to the collapse. “We
(Concor) are professionals and
knew what we were doing”.

Jordao earlier told the in niry

B

.

g

ngs were ignored

that lives could probably have
been saved if the condition of ser-
vice at the Bushbuckridge hospi-
tal had been better, -

Although the hospital was only
about ten minutes drive from the
site of the disaster, it took an am-
bulance, about four hours” to get

- there and Jordao, injured himself,
.had-been.forced to transport se-
:riouslyinjured workers to the hos-
.. pitalonthe back of his bakkie,

A medical doctor who arrived

at the hospital walked straight
pastthe injured people in the back
of the bakkie without even looking
at them, Jordao said. .
* “It was chaotic at the hospital,
It appeared to me that nobody
knew what to do or how to handle
‘the equipment,” Jordao said.

. The inquiry was postponed to
April 28, when the doctor, who
has not been unidentified, will be
subpoenaedtotestify. .

ob 1913199 - Cas)
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A SPOT TEST FOR SA BllII.IlERS

Some contractors will beat the cycle but others will be roadkill £y~ v\ Gu\ o

building industry, with new work be-

coming scarcer than a talking pig
and approved work landing on the wait
bench. The effects are already apparent;
PPC and other contractors warn of tough
times ahead. With no ___
let-up in sight, it's EH]

Hoooweee, it's big bust time-in the

ucts and open-cast mining, to provide it
with protection from the bust times.

How has it worked out? New Concor MD
Gavin Hardy, formerly of Murray & Roberts
{M&R), says not very well. “At the moment
{diversification) is dragging us down.
Block making has

{ been particulatly
S W Vf\.}‘

likely that many of OHBR
SA’'s finest contrac-  Diversification
tors will slow to a
walk in the year and §ET)
corporate results will {80!
read. *.. as a resuit |
of the difficult market
conditions”, instead -~y
of the now customary - pe gt

. despite the dif-
ficult market condi-
tions".

‘ﬂelivared mixed results. Flat
“aarmngs predwled for. 1999:'

bad,” he  says.
“Though we ate more
diverse than others,
we have not gained

ﬁ"tﬁ%‘ A o !
itioh; i loper 4 critical mass in areas

S Vgs; o aker

like facility manage-
ment, and we are fol-
lowing the construc-
tion cycle.”

7 Hardy says even
i though his company
is relatively small

EgREnel
That's not to say -GRINAKER;:,
that all the contrac- oo s
tors will be roadkill sz
this year. As in any !
industry, tough times pis;
serve to separaie frst
those players who
merely caught the
breeze from those
that used the breeze

B

. With cash-flus ,parem cumpanyA\rI is hungry

. Dramatmdurnarnund sim:e bemg iaken over hy
Bauygues group in 1994 Interims to June 1998
shnwed 122% increase.in pretax prnms

compared to others
in the sector, and
— therefore easier fo
i feed, he expects flat
Wi earnings this year.
¢ That's way down on
eatlier forecasts. In
the group's annual
report management
= said it looked “for-

to catch the trade

winds. What this tough period really
judges is how effective they have been at
tapping into new income streams over the
past few years.

Sure, contractors are doing what they
can now — cutting costs and queuing for
work early. But it's defensive stuff, and
simply not enough to sustain the kind of
earnings growth shareholders demand.
Companies can, of course, make acqui-
sitions, but when ratings are low, that
requires cash, and cash requires a history
of smart management and profits.

As LTA chairman Colin Campbell says:
“If you are putting in plans to offset the
decline now, then you've got problems.”

The contractors have sought new in-
come streams in two different ways: by
diversifying and by increasing their work-
load outside SA. The company that has

billed itself as the leader in the field of

diversification is Concor, which has gone
into areas like facility management, prop-
erty development, pre-cast concrete prod-

ward to future growth for the 1999
financial year”. Times have certainly
changed from then. Not surprisingly, there
appears to be no new mterest in diver-
sification by the contractors, despite the
downturn,

And what about the groups that have
focused on cross-border work? The con-
tractor that is easily top of the class here is
Amic's wonderchild, LTA. It describes it-
self as an “Aftican company”, with just
cause, Up north, it has secured many long-
term mining contracts from international
mining houses and good infrastructural
jobs.

At the end of December LTA announced
it had acquired 63,8% of Australian con-
tractor MPC for R315m. The conditions
associated with this purchase should be
met by mid-March, and the acquisition
should immediately have a positive effect
on eamings. LTA's calculations indicate
that had the acquisition been effective
from January 1 1998, its headline earnings
per share in the first six months of last
year would have been up 22,0%.

LTA is still exposed to the SA market,
particularly in areas like building. But
Campbell says he hopes that with this
acquisition and the progress made info

P o
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strength plotfing of LTA against the JSE Buildi

to be one of the winners of the secior,  ©
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other markets, LTA will beat the cycle and
continue to produce the earnings growth it
has historically achieved for the rest of the
calendar year. Beyond that, he isn't
saying.

If anyone is set to come out of this
period best, it is likely to be LTA. The

Whiethe shor prie ek . vy b, il |

it/

success of the others will depend on how

~ well they have internationalised; simple as

that. The well-managed Grinaker has been
slow to move out of SA and is likely to

‘suffer as a result. Grinaker MD Bean Born-

heimer admits the fauit and says his com-
pany is working to rectify it by acquiring

»;A.ﬁ@m‘;m 13
3 e i!he.:o 'l «n“s

t- ¥ o

companies outside SA.

The position at many of the other con-
tractors and companies with exposure to
contracting is muddied by other factors.
M&R and Stocks & Stocks' contracting
operations have performed well, but both
grpups have other bum businesses which

oot problems"

"Ifyou are putting in plans to offset the decline now, then you've

LTA Chairman Colin Campbell |

confuse results. M&R, it should be noted,
has made sensational progress in its con-
tracting in the Middle East.

Group 5 seems to be emerging from
property-related problems and has made
some progress internationally (notably
with Intertol], its toll road company). But it
has predicted reduced earnings in its first
half to December after rationalisation in its
manufacturing operations.

the possibility of delisting the company —
less because of the low share price
{though this must be a factor} than be-
cause it will allow mere flexibility when
working acress the border. If so, it will
mean Basil Read no langer has the burden
of shareholder approval,

There is also the question of mergers
and buy-outs of some listed contractors.
All the company MDs say this is likely and
would beneflt everyone — if only because
it would take some capacity out of the
system. Question is: which companies?

One obvious candidate is M&R. Chair-
man Dave Brink says there is “no doubt
that M&R will become an interesting ac-
quisition” target and that he wouldn’t be

Lastly, Basil Read is perhaps the dark
horse in all this turmoil and could end up
winning the derby. This group has made a
dramatic turnaround since being taken
over by the Bouygues group in 1994, and
has produced three years of solid earnings
growth. Its latest interim results to June
1998 showed pre-tax earnings up 122%.

Its success has been due to a mixture of
Bouygues management sense and oppor-

surprised if the “whole (shareholding) sce-
nario will be different a year from now".

With its overseas success and internal
skills, M&R must be an interesting propo-
sition. Who would be interested? One
likely candidate would be Grinaker. That
would give Grinaker the overseas pres-
ence it wants, and give its parent com-
pany, AVI, something to sink its cash
horde into.

Many MDs in this sector argue that the
building & construction sector is now
undervalued. They say the market has
overreacted to the macro factors at work
and judged the sector instead of the com-
panies.

With the average multiple in the sector

tunities from being part of that group —
particularly in Africa, were Bouygues is
active through a variety of companies.
Incoming Basil Read CEO jean Marie Paoli
says there is still much the company can
do — particularly up north — and he hopes
to sustain its momentum,

There arc several interesting non-earn-
ings-related consequences of this difficult
period. Paoli says his group may look at

5,7 times, their arguments are compelling.

Recently published research by Barnard
Jacobs Mellet analyst Noian Menachemson
does say, however, that sentiment remains
negative even though the sector p:e is at
the bottom of its 10-year range relative to
the market

The rating of the sector is strongly cor-
related to changes in interest rates.

“As we are forecasting interest rates to
bottom only late in 1999 or early in 2000,
an underweight position is advocated with
selective buying recommended in price
weakness or towards the end of the year,”
concludes Menachemson. He earmarks
Basil Read, Grinaker, and LTA for ac-
cumulation. Stuart Rutherford




Downward cycle takes hold in bulldmgmdustry |

Sibonelo Radebe

CONFIDENCE in the building indus-
try declined in the December quar-
ter, the third successive quarter of
decline, and is now at the lowest lev-
el since the first quarter of 1990, says
the BMI Building Research Strategy
Unit in its latest survey.

The survey says about 40% of the
respondents expect conditions in

the' current year to be worse than
last vear. High interest rates are cit-
ed as the main cause for the current
downturn, “It kills any desire to in-
vest,” says BMI MD Llewellyn Lewis.
To break the industry’s long
downward cycle government must
increase expenditure on low-cost
housing to about 5% of the budget,
and interest rates must drop to
about 12%.

(22) Bb 4

Most large contractors and man-
ufacturers have been forced to focus
30% of their activities offshore to
bolster earnings, says Lewls,

Figures released by the Building
Industries Federation of SA show
that only 8 011 houses — a 23% drop
-— were completed in the Western
Cape last year.

People increasingly are opting for
renteii accommeodation, says Lewis.
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Robyn Chalmers

GOVERNMENT spending on congtruction
projects Is to be co-ordinated through a
statutory body outlined in a new policy
on the construction industry. .

Releasing the white paper on con-
struction industry development yester-
day, Public Works Minister Jeff Radebe
said the new policy set an agenda for

. transtormation of public sector fixed in- .

vestment spendinginS /
There were big backlogs in infrastruc-
ture detivery. Improved co-ordination of

* government spending, coupled with pri-

vate sector investment, would unleash
substantial funds to help eradicate these
backlogs. This in turn would lead to a
boom in the construction sector, he said.
“The vision is of a construction indus-
try policy that promotes stability, fosters
economic growth and international com-
petitiveness, creates sustainable employ-
ment and addresses historical imbal-
ances,” he said. * R
Construction industry bodies, many of
which submitted comments on the green
paper, were still examining the white pa-
per yesterday. Most broadly supported it.
The most far-reaching proposal is'es-
tablishment of a comstruction industry
development board to oversee the indus-
try's transformation, register construc-
tion firms seeking government work, reg-
ulate the sector and advise government.
Board chief director Spencer Hodgson
said the new body should be established

‘will he
onstruction boom’.
constructio ;%».la)

i |
Ip fuel

by August, with nine to 13 members ap-
pointed by the public works minister and
an interministerial committee,

Pepi Silinga, deputy board chairman,

said the short and medium-term benefits
of the body included stapdardisation and
simplification of tendering documenta-
tion, promoting export of services and
providing aforum for role players.
.. The policy also provides for stream-
lining regulatory and tendering proce-
dures, developing capacity and unblock-
ing public sector payment procedures.

The policy seeks to improve the
emerging contractor sector's capacity.
Research showed ownership of the big
construction firms remained concentrat-
ed in a few hands. Between 20% and 30%

" of firms in the construction sector ac-

counted for about 80% of output in 1991
and the situation was largely unchanged.
Construction Industries’ Confedera-
tion chairman Mandla Ndlovu said the
white paper laid the foundation for devel-
opment of the black construction sector.
lan Robinson, executive director of the
Building Industries’ Federation of SA, said
the industry broadly supported the trans-
formation process. “One of the main is-
sues will be establishment of the con-
struction industry development board,
which we support in principle, but we are
still examining the details,” he said. .
Analysts said the white paper would
help reguiate the construction industry
and, with other legislation, help weed out
fly-by-night contractors.
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BUSINESS CONDITIONS
By DON ROBERTSON

THE building industry is in an
official recession and is unlikely
to show any signs of recovery
for well over a year, according to
fan Robinson, executive director
of the Building Industries Fed-
eration of SA (Bifsa).

At the annual conference of
property group Rode & Associ-
ates in Johannesburg this week,
Robinson said the industry was
likely to show a negative growth
rate of about 5% this year.

Conditions in the Eastern and
Northern Cape and KwaZulu-Na-
tal are particularly bad and it is
likely that a further 20 000 em-
ployees — the same as last year
—willlose their jobs in 1999. It is
also possible that about 400
companies will be forced to
close or be liquidated.

“In spite of this, the outlook is
better than it was six months
ago. We can now see the decline
bottoming out and it should
have reached its nadir by the
end of the year and some growth
can be expected in the about the
middle of next year,” he says.

With interest rates forecast to
drop to about 16%, it is possible
that the industry could grow by
about 4% in 2000 and by about
6% in 2001.

‘Erwin  Rode, discussing
prospects for the property mar-
ket, says that average house
prices have been declining since
1990 in real terms and last year
improved by only 4.3%. In Johan-
nesburg and Pretoria prices are
at their lowest level ever. In
Cape Town, house prices put in
a poorer showing in the second
quarter of 1998, correcting from
the sharp upward trend which
began in the late 1970s.

In contrast, upmarket house
prices put in a surprisingly
strong showing in the third
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quarter of last year compared
with the middle and lower-
priced house market which bore
the brunt of high interest rates.
“The upside potential for up-
market house prices must sure-
Iy be great at present. This may
turn out to be the buying oppor-
tunity for the decade in greater
Johannesburg,” says Rode.,
Rode forecasts that the indus-
trial rental peaks of the early
1980s will not be repeated in the
future with rentals in central
Witwatersrand currently 35%

below their peak of 1982, about
42% lower in Pretoria and 18%
down in Cape Town.

Although manufacturing pro-
duction declined last year, there
should be some improvement in
the medium to long term with
the potential to export being the
major lure for the industry. This
will affect the industrial proper-
ty market, although any upturn
is difficult to predict because of
the current turbulent interna-
tional economic environment.

In spite of the surprisingly

high number of new office de-
velopmerts last year, a 58% de-
cline in new developments this
year is expected.

“Over the short term, office
rentals in decentralised nodes
will be dampened by the current
poor economic climate, but will
recover as soon as the economy
picks up speed again '~ albeit
with short lag,” adds Rbde.

Rode believes that the out-
look for retail sales, and hence
the retail property market, will
remain subdued.
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Construction sector
buckles under high
interest rates burden
BY bl4|4%.

| Sibonelo Radebe
andSapa  ( 39,.) .

THE construction industry continues to feel the pinch of
high interest rates as company and close corporations
liquidations reached arecord highin January.

Figures supplied by Statistics SA in Pretoria show that
in the three months to end February 1005 companies
went out of business, This was 58% more than the cor-
responding period last year when there were only 636
liquidations. e n

Statistics 3A said: “The total number of liquidations
continued to reflect an upward trend throughout 1998."
During the period, compulsory liquidations of compa-
nies rose 72,7%, and voluntary liquidations increased
96,1%. Liquidation, both compulsory and voluntary, 'of
close corporations were also sharply up. - )

The total number of insolvencies in the three months
to end January increased 44,9%, from 732 to 1 061 com-
paredtothe same period ayearago. . - .

Statistics SA figures showed that construction indus-
try liquidations increased 50% in Januaty, compared
with 35% increases in January 1996, 1997 and 1998.

Credit Guarantee senior economist Luke Doig said:
“Cleatly the construction industry is starting to feel the
effects of high interest rates during 1998 and subsequent
pressure on the gross domestic fixed investmient.”

Despite the 3% decline in interest rates in the first
three months of this year, it was unlikely that there
would be a recovery in the short term, both in the gen-
eral economic cycle and in the building industry because
of the lag effect, said Doig.

He said the decline in interest rates would be factored

into the industry in about nine months. -,
'Doig said major construction companies such as LTA
and Grinaker would somehow cope with prevailing
harsh conditions, and suggested that the Statistics SA
figures of liquidation excluded such companies. These
companies had infrastructures that enabled them to ten-
der at cost or even below cost prices, -
Smali and medium companies suffered most, and
were the ones being liguidated. Coe L
Giver the labour intensive nature of the:ind
uidations would have a negative efféct-on-the already
- depressed employment figures, Doig said’ “This is going _
to be a tough year for the industry as a whole, given the
fact that we expect to see a further econoinic slowdown
in1999." . . cede T
However, he said that the-granting of casinoliceices,
particularly in the Western Cape, would spften the ef-
fects of economic conditions. R P T
“Clearly the construction of casinos will be a boost for
the poorly performing industry,” Doig said.
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Cape Town - Confidence lev-
els in the troubled construc-
tion industry fell further dur-
ing the first quarter of the
year to levels in line with the
1985-86 downswing, the Bu-
“reau for Economic Research
(BER) said yesterday.
However; in its latest survey
on the building and civil engi-
neering industries, the Stellen-
bosch-based bureau said the
rate of decline appeared to
have slowed:during the period.
While business conditions
' were expected to remain un-
favourable for at least the
next six months, the outlook
for next year was rosier.

| Buﬂdlné ec l .
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fo rock bottom

sulted in an intensifi-

cation in tendering

competition.
As a result of

sluggish business
conditions, profes-
sions allied to the in-

dustry, such as quan-
tity surveying and

architecture, were

86575889909192930405%

forced to reduce the

“The overall construction
cycle should reach a nadir by
the last quarter of 1999, and ac-
fivity levels will gradually im-
prove during the course of
2000,” BER said.

The survey indicated that
work volume had declined,

. and the lack of work had re-

number of people
they employed. BER said con-
tractors and subcontractors
were also compelled to re-
trench workers as contracts
came to an end and prospects
of new work were limited.
Building costs were expected
to rise by 2 percent for the
year, the bureau said.
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dustry are now so tough that well resourced, financially
sound clients .can negotiate competitive prices, says

EO 5]5]99

Lionel Saachs, financial di-
rector of Granbuild,

In addition, . Saachs
says, the letting of indus-
trial premises in the region
Is going well at the mo--
ment, implying’ that. now
might. be a good. tinie’ for
. Companies'to get néw pro- .
Jects off the ground, Sor

After. interest: “rates.
jumped 6% last’ year,' en-
quiries for new construc-
tion work drbpped bif dra-:
matically:.and.‘many pro-
Jects were'shelved:” . i,

Saachs-said: that while,
Granbuild ;. was .. able-. to
meel, its*‘budgeted; turn- -
over forithe year, the eom-,,
pany:had’not broken” any
new tecords, -+ b4y %k NG

It vvas likely:that:Gran- i
build’s " turnoverf would
drop-by'a “small ‘percent-
agethigyear. = "7 %,
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fConstruction data show safe

| gldustéz

Lukanyo MNYANDA

ST ECONGMICS EDITOR
.Joﬁénh’ééburg - The costs of South
Africa’s high interest rates have con-
timied to:mount, with figures released
by Statistics South Africa (SSA) yester-

day showing a massive 7,6 percent de-,

cline in construetion work during the
last quarter of last year, setting the
scene for-further job losses in the
beleaguered industry.
5S4 also released figures showing a
margmal improvement in retail sales
to R13, 17 billion in February, a figure
unllkely to 1ift the gloom.
. . Though.not coming as a surpmse
the decline i In construction activity isa
"blg “blow, tol, ‘the economy, which is in
‘desperate.need to create employment.
It confirms that the country has paid a
high price for its attempts to protect
the fand through tight monetary poli-
cy .. .
The slowdown in building activity,
owing to interest rates reaching record
highs and remaining high in the wake
of last year’s emerging market crises,

1S NOW
) 6f<fad

]ob 3dder

has tu ed one of South Africa’s
traditional and reliable sources of em-
ployment into a major job shedder, sui-
passed only by the mining industry,

SSA said the value of work at hand
during the fourth quarter amounted to
R14,6 billion, which was R1,2 billicn
less than in the previous quarter, In-
dustry analysts were not optimistic
and pointed out that the industry was
already struggling with interest rates
of around 18 percent before last year's
crisis pushed them to 25,5 percent by
October.

SSA said retail trade sales improved
by a seasonally adjusted 0,6 percent
month on month to R13,17 billion in
February, compared with January’s
R12,54 billion. On an annual basis, the
seasonally adjusted improvement was
more impressive at 5 percent, indicat-
ing some consumer resilience despite
the high interest and debt levels-

On an actual basis, it was less ap-
pealing with retail trade sales shrink-
ing by 3,4 percent month on month. It
managed to remain in positive territo-
Iy year on year with a 4,8 percent rise.

T
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Stump foils black empowerment

The building industry is a hard nutto crack

SMALL and medium-sized compa-
nies in the construction industry
have been dealt a blow by last year's
economic downturn, further delay-
ing the entrance of black subcon-
tractors into the industry’s main-
stream economy,

High interest rates and lacklustre
economic growth led to reduced
work for all contractors across the
board' and only those companies
with sound bank balances survived
the difficult times.

Liquidation figures released by
Statistics SA showed a 50% increase
in liquidation in the industry, mostly
in smaller companies.

Despite a 3% decline in interest
rates since the beginning of the year,
the industry is expected to recover
only later in the year and pick up rea-
sonably in the second quarter of
2000, with the hope that history does
not repeat itself.

By this time many more small
companies will have been liquidated
and government’s procurement pol-
icy could be rendered ineffective.

Government's attempt at re-
dressing the racial imbalance in the
Industry is reflected in its broader
labour legislation, including the em-

L
D

RN,
, writes Sibonelo Radehbe

ployment equity bill add the skills
training and development bill.

The public works ministry has al-
so put in place measures to ensure
that companies which win govern-
ment tenders show commitment to
empowerment,

The public works aifirmative pro-
curement policy also gives prefer-
ence to black contractors wanting to
participate as prime contractors.

The department plans to aliocate
90% of all national and provincial
public works projects procured by
parastatals to black prime contrac-
tors and the same applies to 25% of
local government public works.

But government policy could fall
short as a result of fronting used by
main contractors to win government
contracts.

Black contractors themselves say
there seem to be a few black-owned
companies which have monopolised
the benefits of the procurement pol-
icy by featuring in numerous part-
nerships, while others get nothing.

There have been several initia-
tives among black contractors to en-
ter into the mainstream economy.

The establishment of Nabcat Em-
powerment Holdings (NEH) by the

32D

National Association of Black Con-
tractors and Allied Trades (Nabcat)
is one of these.

NEH bids for major contracts on [
behalf of Nabcat’s membership of
about 20 000,

The company gathers subcon-
tractors in particular areas to do the
actual tender job and provides finan-
cial guarantees needed for tenders,
material, administrative assistance
and training.

“This is the best a contractors’ or-
ganisation can do for its members
who need work more than anything
else,” says Nabcat chairman Linda
Nyembe.

NEH recently announced the ac-
quisition of 31 Federated Timbers
building materials branches. Nyem-
be said this would improve mem-
bers' access to building materials.

Nabcat’s approach has been crit-
icised by those who believe that em-
powerment can only be achieved by
merging with major, predominantly
white-owned companies whose re-
sources can be used to speed up
empowerinent.

Nyembe believes his approach is
most effective but says he appreci-
ates differences of opinion.
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PROPERTY EDITOR

Government policy of encouraging
emerging contractors to take
increasing responsibility for low-
cost housing development is not
only creating township jobs but fos-
tering micro economies linked to
building projects.

Insight into the impact of success-
ful emerging contractors was pro-
vided-at the Economic Empower-
ment Conference in Sandtonina
joint paper by Nonhlanhla Mjoli-
Mncube and Sabi Mthwech,
senior executives with the

National Urban Recon- ‘Emerging

struction & Housing
Ageney (Nurcha).

Nurcha provides bridg- budder S

ing finance guarantees to
contractors and end-user emp 103’

finance guarantees that

enable new home owners to up tO 25

buy a better house or join

rental and rent-fo-buy waor, kers

schemes. -

 Since 1895, 148 projects each
nationwide have been sup-

ported through Nurcha's
hridging finance programine, with
gmerging contractors involved on
‘more than half the projects at project
values ranging from R75 000 to R27-
million.

_ Earlyin its programine Nurcha
discovered the difficulty of financ-
ing the very gmall contractors
through banks, the paper says. Most
bf these contractors usually have
yery urgent needs forJoans and have
tight deadlines for starting the pro-
jéct. Within this framework it is
almost impossible to negotiate suc-
cessfully for a loan, since the banks
need a significant amount of time for
project assessment and credit com-

AR
Call for acces

mittee approval hefore making the
loan facility available. This has
necessitated relationships with

" other financing institutions like

Entrepreneurial Development
South Africa and King Finance.

According to the Nurcha paper, an
emerging conivactor typically
employs at least five waorkers, with
numbers increasing to 15 or 25 at
construction peak. In addition,
building activity sustains various
entrepreneurial ventures, inclnding
the sale of cooked meats to workers
by women vendors and the
on-site hawking of clothing
and household items. Most
of these informal business-
es extend credit to the
workers until pay day.

This is more than many
banks and alternative
lenders are prepared to do,
says the section of the
paper dedicated to credit
extension to low-income
groups.

The paper points out that
people who are considered
“unbankable” or who can-
not arrange payroll deductions
through a formal sector employer
have little chance of credit for hous-
ing purposes from anyone except
loan sharks, who-take up to 350%
profit since they charge interestona
cycle.

Yet those earning between RB8O0
and R1 500 a month are “the bread
and butter of furniture and clothing
retailers who offer them credit and
manage well the loan default rate”.

The paper calls for Government,
developers, financial institutions
and the private sector to join hands
to ensure access to housing-related
credit for low-income earners.
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OUTH Africa’s haemorrhaging
R20-billion-a-year building and

: construction industry expects
a to shed 30000 jobs this year,
Ev: bringing the number of industry job
;. losses to 50 000 over two years.
Combined job losses over a two-year
ke period are equivalent to 25% of the
b+ industry’s workforce.
&- The economic downturn and ten-

b blamed for the dramatic job shedding
L+ in the industry, one of the country’s
biggest employer sectors.

The Building Industries Federation
bt (Bifsa) said last week it
=+ foresaw the liquidation of
> over 450 companies this

dustry, likely to shrink by
. 9% this year, was bleeding.

“’s probably the worst we have
seen. We have not seen a depression
like this in the past 30 years,” he said.,

High interest rates and a sluggish
economy have been the major reasons
behind large compantes in the sector
reporting weak financial results. But
nervousness over the outcome of this
week’s elections was also said to be
forcing investors to shelve projects.

Robinson said companies with off
shore interests would survive but it

Jobs fall as
cracks widen in

u.. The faltering building and cons
industry desperately needs some
writes wH.Hmw.me

Chances are

year compared with last MNES Q.\. a chances of a surge in
year's 350 liquidations. . spending on roads, dams
5 It W.Eo&nnma that the surge in and Infrastructural pro- -
s Overall construction in- jects are slim. >
A dustry a%onﬁ_ reach its W.Qﬁmgsmﬁn ! Added to this, invest-
¢+ worst by the last quarter . . ments in residential prop-
% of Sw_m year, with moumm. » MENE&SW _erty nmm.u _wx in real terms
3. tions improving gradually = o ) .to illion in the t
during 2000. A growth of on roads, - two quarters of 1998 and
mm is _mwwmﬂmw_mmamoco and &QS S an u& EM_mmnEmM.n»m% _aw.o nﬁ.wﬂﬂummﬁ
in . cial prop p
Bifsa executive director u.uﬂ .\T& ,wnu\:ﬁ.ﬂ:\.m_ to about R5.5-billion over
lan Robinson said the in- the same period.

Eacgwd\

tion
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panies which refied solely on the local &
market as they wait for the benefits of
recent rate’cuts to filter down. B
“The success of the building industry
is the single most important reflection
oi the econainic well-being of any coun-
try,” said Robinson. - BTG
Reserve Bank figures show building™ &
and construction contributed only :
2.87% in 1997 to gross domestic prod- ~
uct against a peak of 5.37% in 1975. 5
Contributing to the industry decline '
is the slow payment of government con-
tracts, which make up a fiith of the in- -
dustry’s annual turnover. *

%m |
would be more &En:_w for No e com-

government's budget, - B

A quarter of the pro-
jects with a total value of R1.6billion
planned for the 1998/99 year were post-
poned. Provinces in crisis are KwaZulu-
Natal, the Eastern and Northern Cape.

The March release of the White Paper
on the construction industry outlined a
plan of action for reviving the flagging
industry. It suggested that public and
private sectors play a key role in meet-
ing the backlog of infrastructural
needs. It acknowledged it would take 10
to 20 years t¢ reorient the industry to

meet ?»ﬁm emands.
-—

Given the demands on |8 T




Tough law to curb ﬂ\
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ABOUT 6 600 home builders are ex-
pected to register with the Nation-
al Home Builders Registration
Council by October to comply with
a new law protecting consumers
from shoddy builders that comes
into effect this month.

The Housing Consumers Pro-
tection Measures Act will make it
an offence not to be registered.
Penalties are up to a year's impris-
onment or a R25 000 fine.

A key problem in the past was
defective workmanship and shod-
dy building, one of the causes of
the bond boycotts in the 1980s and
1990s.-Council communications of-
ficer Annerine Riga said the council
had so far received .3 600 com-

p!aints&(Qm lee owners, ‘of

which 2 609 had been finalised. Of
the total 5682 registered home
buiiders, 174 had been deregis-
tered and 263 suspended as they
had failed to comply with the coun-
¢il's rules. Council MD Peter All-
sopp said the act would create sig-
nificant changes in housing con-
sumer protection.

All new homes built would have
to be enrolled under the council’s
defects warranty scheme. The
home builder would be responsi-
ble for design, materials and work-
manship defects for a three-month
period, roof leak defects for 12
months and a five-year structural
integrity warranty.

Riga said the new act would be
implemented in three phases. The

oqddy building

first would make the council a
statutory body this month.

The second phase would make
it an obligation for builders who
construct mortgaged houses to be
registered by October 1.

“It will also be law for banks to
insist on home builder registration
and enrolment, whilst con-
veyancers will also have to ensure
that builders are registered and
houses are enrolled.

The fina] implementation of the
act will apply to builders in the sub-
sidy-enly category of the home
building industry.

Home builders in this sector
will have to be registered with the
council before provincial housing
boards may award any housing
projects to such builders.




Builders struck

from registerz*

By Joshua Raboroko

MORE than 170 home builders have
been struck from the National Home
Builders Registration Council which
becomes a statutory body from today,
More than 263 contractors have been
suspended for failing to comply with the
NHBRC’s rules after the council

The Introduction of the Act will apply
to builders in the subsidy-only category,
said Riga, who added that contractors
will have to be registered with the
council before Provincial Housing
Boards could approve their projects.

Home builders will have until

m)ctober 1 to register. Non-registration

would carry one year’s imprisonment or

received 3 600 complaints of stmcmral\o\\a fine of up to R25 000.

defects on newly-built homes.
The council’s

Riga said 10 cases of structural

commnications efects were being rectified and nine
g

officer, Mrs Annerine Riga, said yes-“\Jave been fixed. Of the 3 600 complaints
terday that builders were suspended for %\ received from home owners, 2 609 have

the following reasons: failing to register;

enrol contracts; pay 1,3 percent contract

levy; fix structural defects and financial
constraints,

Riga said the implementation of th!
recently premulgated Housing Protectio!
Measures (Act 95 of 1998) would take
place this month. The Act’s first phase
Act made the NHBRC a statutory body.

The second phase would make it
compulsory for builders to register. Reg-
istered builders will be obliged to enrol

new homes under the council’s Defect
Wartanty Scheme. It will also be law for

banks to insist on home builders’ regis-
tration and enrolment.
+ Riga. said lawyers would have to
oL ieT + .
efisute that builders were registered and

hougedare enrolled.

been finalised.

When the new law was introduced in
Parliament by the Minister of Housing,
Mrs Sankie Mthembi-Mahanyele, it was
widely criticised by contractors and the
Building Industries Federation of South
Africa (Bifsa) who demanded inter alia
that the 1,3 percent levy be scrapped.

After several meetings with the min-

ister Bifsa wanted changes implemented
to make the lives of the builders easier.

However, the Government argued
that consumers needed protection from
unscrupulous property developers who
rip off potential home buyers. Many
township residents boycott bond repay-
ments because of structural defécts on
their homes.
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| Caigtaml G oud
constructlon

industry needsx
oun _'blood

SA MAY be forced to employ
overseas construction-site man-r* »
agers to. make up a shortage of
construction management gragd-
uates, says lan Robinson, exec-
utive director of the BuildingIn- . -
dustries Federation SA, o

Robinson says there is a
shortage of university and tech-
nikon graduates with qualifica-
tlons m building management
and quant:ty surveying. .

Graduvates are usually em- . -
ployed as trainee or ass:stant.
site managers before moymg\ .
to become contract managers or, s
managers of building t'lrms”“. > [‘“‘ o

There i Is a shortage ds some,
graduates “seek overseas- éxpe-'
rience because they-are dlsilltm 2
mqned with, the crime here,’i :
says Robinson. “Some go for ttg
experience of working overseas*
and dor’t come back.”

The increasing .cost of ter—
tiary education is, contrlbuttrig
to theproblem, he says, -

First year énrolments for a’, "
Bachelor of Sclence degree in
Bu:ldmg/(‘,onstructlon Manage- .-
ment at government tertiary in-
stitutions dropped from 203" in
1991 to 145 in last year.

Robmson says that as the
bm]dmg mdustry is cycllcal in;

terms ‘of feast and famine”, théred”

Wi
is a Aperceptlon among scho‘gll_‘,f;

m

lea{vers that a career in construc—
tlon is too risky.

However, he says that there
'is a demand for graduates in'con:
struction management * whether
there is a boom orrecession”.

Robmson claims that many
asplrant black graduates view '
the industry as unglamorous. ~

He also says-that for all the; .
shortage of construction man~
agets, there is an adequate sup—
ply of artlsans such as plumbers
joiners and bricklayers.

Theé-. federation mtends
changmg the construction in-"
dustrys lmage To spark an in-
terest among scholars, it is look-
ing into organising construction
site visits. The aim is to help chil: |
dren have a better understand-"’
ing of the roles that quantity sur-| N
veymg, engmeerlng and’ con-,
structién play in the design and
construction of a building. . ‘

Robinson says the federation ‘
is alsg- -considering, starting, an
educitional programme. {0r ca-
reerylglndance counsellot’s

e
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" Grinaker and Fraser Alexander to merge

! i
!

,."-
D-‘ s
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Construction
companies to

ADELE SHEVEL

Johanneshurg — Grinaker, the
construction company, and
Fraser Alexander, the mining
and construction group, said

: yesterday they would merge their

businesses to create a company
with a market capitalisation of
R500 million,

Fraser Alexander would be
delisted from the JSE and its

! shareholders offered one Gri-
| naker ordinary share for every

.| Alexander share, or a cash optmn

of R5,25 a share.

Aveng, the fixed investment
arm of Anglovaal Industries
which is also Grinaker’s holding
company, would provide a cash

1 alternative by offering to acquire

the consideration shares at R5,25
each. The deal was expected to be
effective from July 1. '

The companies said they were
investigating alternative struc-

| tures but expected Alexander to

become a subsidiary of Grinaker.

Full terms of the merger will
be put forward by July 2. The deal
is subject to a due diligence by
hoth companies,

Bean Bornheimer, the manag-
ing director of Grinaker, said the
merger would maximise the
synergies between both compa-
nies and would add critical mass
to Grinaker, “enabling it to
broaden its construction foot-
pnnt in southern Africa”.

The name Grinaker would be
retained, as would the brand

" narhes w1thm Alexander.

“Ti js more of a merger thana
takeover and a broadening ‘of
exposure rather than a deep-
ening,” he said.

The two groups have the
productlon of concrete products
in common. Two new businesses
Grinaker would be exposed to
through the transaction are mine
tailings and bulk materials,

Bornheimer said the group
would seek out rationalisation
opportunities.

The market capitalisation ‘of
Grinaker stands at about
R350 million and that of Alexan-
der at R150 million. Anglovaal
Industries holds 10 percent of the
voting shares of Alexander. These
were bought to fend off Brait
Capital Partners, which was in-
terested in buying Alexander.

An analyst said the merger
was clearly a strategy under-
taken by Anglovaal when it
hought inio Alexander.

Thane Duff, an apalyst at
Barnard Jacobs Mellet, said: “On
the face of it, the merger will
initially raise the risk profile of
Grinaker, given Alexander’s
exposure to mining”.

Aveng would list on July 5 on
the Building sector, as construc-
tion was a core focus, said Carl
Grim, the managing director.
The company holds 58 percent of
Grinaker.

Grinaker shares closed at
R4,50 after no trade; Alexander
rose 10,26 percent to close at R4,30.
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CONSTRUCTION More spending speeds up road, luring R6bn in investment pledges

Coun MeCLELLAND

Johannesburg - The construe-
tlon of a road that will cut
more than a quarter of the cur-
rent travelling distance be-
tween the South Aftican bor-
der and Maputo Is six months
fihead of schedule following -
Increased budget spending,

The toad, sounetimes called
the Maputo Corridor is set to ¢

‘attract more development to .

the reglon. Already R6 biltion
of investment has been -
pledged In the catchment area
of the project that is set to rev. |’
otutionise both Mpumalanga
province and Mozambique,

If a deal to accelerate the
construction schedule goes
ahead, the R1,6 billion, 500 km
toll road from Witbank to
Maputo would be completed by
early 2001 fnstead of August
that year, says Luc Messler of
Stocks & Stocks Basil Read
Bouygues (SBB), the road con-
struction company.

SEB will turn the eomplet-
ed road over to Trans African
Concessions (Trac). a comypany
of 12, mostly South African
and Mozambican sharehold-
ers, Trac will operate and
maintain the road for 30 years.

SBB partners have a 4{ per-
cent holding in Trae, and
50 percent is held by South
African fnstitutions.

“We are looking to acceler-
ate further, and hope by early
2001 we would be able to com-
plete the road,” says Messier:

SBB stands to gain a maxi-
mum bonus of R5 million for
early completion of the road as
opposed to penalties for delays,

Trevor Jackson, the chief
exectitive officer of Trac, is

more optimistic about the com-
pletion date. He says: “We hope
to finish six to eight months
ahead of schedule. We're hop
ing for the end of 2000.”

S$BB Is currently laying the
final pavement on a 32 km vir-
gin section between Maputo
and Moamba, the midway
point to the bordex.

Similar work will begin on
the section to the frontier with
South Africa by month-end.

Messier says the road is
38 percent completed overall,
with 42 percent done in South
Africa and 27 percent in
Mozambique.

The presence of efficient
transport access is a major
companent of the Maputo Cor-
ridor project as this will facili-
tate exports from South Africa
threugh the port of Maputo as
well as foreign investment pro-
jects in the area.

One of the chief users of
the road will be the $1,3 billion
Mozal aluminum smelter near
Matola. Mozal is building a
special access road.

Profects such as the $2,5 bil-
lion Maputo iron and steel pro-
ject led by South Africa's
Industrial Development Corpo-
ration (which also has a 24 per-
cent stake in Mozal) will
undoubtedly also benefit from
the new road,

But over the entire road,
only 16 applications for access
have been submitted so far to
Trac or the Mozambique gov-
ernment’s road department,

“1 think most people are
taking a walt-and-see ap-
proach,” says Jackson. “Trav-
ellers are particularly well ser-
viced already on the South
African side. There's not iuch
activity in Mozambique "

He says the problem is a

is far ahead of sche ule

=22 YIeR) 28]b

lack of communication so far
from the Mozambique govern-
ment to explain the toll road
policy, concept and benefits. A
campaigr is expected soon.

Trac is already charging
tolls at two areas of the road
open int South Africa.

Depending on the type of
vehicle, tolls fees for cars are
R20 at Middelbure and R30 at
Machadodorp and up te R80
and R170 respectively for 30-
ton trucks.

Jackson says motorists
have complained about paying
tolls for an incomplete road
that was largely already exist-
ing where they are paying.

“It's a grudge purchase, like
buying tyres,” he says. “But if
we had to build an entirely new
road it would cost infinitely
more,” Jackson says,

Toll amounts have not been

set for Mozambique, says Jack-
L]

son, but the Maputu area toll
should be quite low because it
is classed as a commuter zone.
The 80 km Mozamblcan sec:
tlon, which Is to cost Trac a
third of the project’s total cost,
cuts 30 km off’ the current read
that winds through Boane,
“When I look at the current
condition through Boane,
where it {s extremely slow and

. extremely dangerous, § believe

the greatest improvement will
be safety with wide, well-
marked lanes,” says Messier.

The road's capacity is to
vary along the route. It is
geared for 500 vehicles a day at
Moamba, 12 000 at Middelburg
and 20 000 at Maputo.

The road will be fenced off
from pedestrian traffic, but
there will be a pedestrian over-
pass at the intersection of the
EN1 and ENS road in Maputo
and wide culverts under the
road for people and livestock in
rural areas.

SBB has also built three
schools along the route at Mat-

suly, Machadodorp and Moam-
ba for local communities and
to educate SBB employees in
construction skills.

The SBB contract also aims
to help small, medium and
micro-enterprises to bid on
subcontractor projects,

Under the scheme some 520
contracts in South Africa are
to be awarded to previously
disadvantaged individuals and
companjes,

In Meozambique 250 con-
tracts are open to companies
owned by Mozambicans

“It's very encotiraging. It's
a very special project,” says
Messier. - Independent For-
eign Service




Survey sees
hope for SA

congtructlon
(za

BUSINESS conditions in
the building and con-
struction indusiry re-
mained depressed during .
the second quarter of
this year, the Bureau for
Economic Research at
Stellenbosch  University
said yesterday. '

The bureau said work
volumes in the residen-
tial sector had shown
signs of stabilising, but
that a survey revealed
that building activity in
the nonresidential sector
deteriorated further in
the second quarier.

However the survey
provided pointers on
prospects for the build-
ing industry.

“Firstly, the overall in-
dex of business confi-
dence, has exhibited a
marginal upward trend
and increased from a lev-
el of 12 in the first quarter
to 15 in the second quar-
ter,” the bureau said.

“gecondly, the expec-
tations of architects and
quantity surveyors re-
garding future business
conditions have shown a
decrease in pessimism.”

The bureau forecast
that the building cycle
would reach a turning
point early next year. —,
Sapa.
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THE beleaguered Cape

a huge hoost and an estimated
R3-billion. in major. ]

year, as,
ahead.. '

'fﬂ-f“"’"."é;l?'rz,ca,%—mf);r'l.é%‘alqﬁf E

Building industry can .expectl

28 000 new johsnext
rojects get-the go-

o an ' “"". N T B ("'“’:"“ 12“"'
And for every building job, seven mbre are created’

indirectly for suppliers of
building economists.
The' three: biggest
City, Milnerton, the
 the'V, & A Waterfront. -

building materials, say

L ,
developments-are at’ Century
Goodwood gambling casino and;

fnaddition, tenders are due to be awarded next

month for bigjobs’at Cape Town harbour for a pas-

senger.terminal,
ing at Rondebosch,

additions to the Southern Life build-

sports’ stand at. Ronde-

"hosch High School, 4 clubhouse’ for . Stellenbosch

| University-and a cancer research ceritre at

“The’jncrease in ‘business

o ,.
£

‘the Gape Master Builders..

said MikelLoy, director of -

: US’T@‘

is- marvellous ‘Hews,”
CR

‘senfioy ”“é‘itunilhas been
thelindustry’s worst.in.
living, mamory and the .
Cape lost; thousands of
jobs, thrpugh retrenc 1-
‘ments.”™

. Ass?bi;:‘lafﬁﬁfls “The -pie-

‘ljqueﬁr:i'Sr,"“_’- _ building
_companiés ¢an expect
:1éan pickings because of
';in_t'glnsé‘f f% i competition.
Somie are likely to subimit
“suicide tenders” that
-will:showlittle profit but
merely ;Secure work to
‘keep building teams in-
tact untl)"the’ economy
recovers? .o 7 E
*The. biggest job-spin-
ner-will e the casino at.
*Goodwoodiand the inter-
‘national-Convention cen-
tre onvthe .Foreshore,

providing .20 000 build-
ing jobsiAfter. the third
year, thelcasino aims to
provides15.000 " sustain-
-able jobs,", She
* “The - giant* shopping
centre at Century City ex-
pects to hiave 4 500 work-
.ers on'site’by October.- -

“Theé R850-million Clock
Totwer project willadd 40
percent: to. the: RE2 DIl
‘lion alréady invested, in-
| the "Watefiront, provid-

RN




an organisational machmery to drive

m———y e

ince-wide economic delivery agenda

is) mutually supportive of each oth-
rts,” he said.

wyakhulu said he had set the target
s in the province against the advice of
ues. "l have decided to put my neck

A auu BeL girasti Uil e to WOl K (HUFe el-
ficiently to realise job creation.

The project, intended to create 40 000
new jobs, includes towns such as Mooi Riv-
er, Ulundi, Dundee, Vryheid, Pongola and La-
dysmith. Some of these towns, wholly depen-
dent on industrial activity, face difficulties as
companies close shop and relocate.

Residential builders will be

aim of re glstratlon ca

Robyn Chalmers (

ALL residential builders will have to
register with the National Home
Builders’ Registration Council from Oc-
tober this year as government moves to
protect consumers from unscrupulous
builders.

This follows the publication last
week of regulations for the home build-
ing industry in terms of the Housing
Consumers Protection Measures Act of
1898. Interested parties have until Au-
gust 31 to comment on the proposed
regulations.

In terms of the act, all builders op-
erating in the mortgageable category of
the home building industry have to be
registered with the council. They will
also have to enrol all new homes to be
built before construction begins.

The act makes it an offence not to be
registered with the council, with penal-
ties of up to a year's imprisonment or a
R25 000 fine,

Banks and conveyancers will be

algn

obllged throu eglsla ion, to sist on
home builder registration and home en-
rolment before approving funds.

The recently published regulations
outline a range of technical require-
ments for builders and payments to be
made should structural defects be
found in a home within five years.

Should a home builder fail to rectify
defects or meet other obligations out-
lined in the act, the council can pay out
funds totalling the selling price of the
home up to a maximum of R500 000.

The National iHome Builders' Regis-
tration Council indicated recently that
it expected about 6 600 home builders
to register with the council by October.

CEO Peter Allsopp said the first
phase in implementing the act was set-
ting up the council as a statutory body,
and the second was the publication of
regulations making it obligatory for all
home builders to register, This was un-
der way. The implementation phase of
the act wili apply to builders in the sub-
sidy-only category of the industry.




;w_uozm_o Radebe
‘and Reuter

:THE nozmc.:n:ou industry expressed
little excitement over mo«.@.::ﬁﬁ 3
asmmwm:n_ announcement that a: large
portion. of - the Rlbn in job creation
hn.ﬂmsn_w will be allocated to the, public
; _séww.m department.
~: The unenthusiastic response shows
. just how hard the industry has been hit
sby last year’s market turmoil.

At the weekend, Trade and Industry
. ‘Minister Alec Erwin announced the pro-
jects that will benefit from the R1bn set

: u..mmEm by government for poverty relief
:”.wn:mq_mm. The fund allocations form
- part of government’s strategy to create

HEonHOUm. '

The public works ministry was allo-
‘¢ated R377m, of which R103m will be

;mmma for agricultural and tourism pro-

_mnnm R100m has been allocated to the
transport department for road con-

Struction _H.o_mnﬂm while Em housing

Qm_umzamsﬁ got R75m. Thé Eastern
nmwm KwaZulu-Natal and Northern Pro-

Wi
b

ilding secto

mo,assma S m__oomﬁ_oz of hundreds of millions has not lifted the const

vince will be the main benefactors of
these funds,

Several associations representing
major players in the construction indus-
try welcomed the announcement, but
said the figure was too low to _.mSa.m the
troubled industry. . :

lan Robinson, executive director oﬁ
the Building Industries Federation of SA
(Bifsa), said the figure was small but it
could make a difference if spent effec-
tively. Henk Langenhoven, executive di-
rector of the SA Federation of Civil En-
gineers (Safcec), said the government
initiative was appreciated but that its
impact would be minimal.

Safcec and Bifsa pointed out the con-
struction sector has an annual turnover
of about R25bn, and an investment
worth up to R500m is not significant giv-
en the extent of the industry’s woes. It
has in the past two years shed about
50 000 jobs and the allocation is expect-
edtogreate about 4 000 new jobs.

wo_u_smc: said. w-o¢mwm?maa_=m indus-
5\ coricern'was governiment’s tenden-
cy to spend more than reasonable

r-still i

50 wlgla a

=

‘k

amounts- of money on administration,
rather than on the actual projects, and
it was hoped government would ad-
dress this problem.

SA’s engineering sector, which has
been engulfed by its worst recession in
six years, purged more than 29 000 jobs
in the first half as order books plunged.

Langenhoven said members’ order
books dropped 63,7% to R3,9bn in the
six months to June 30,"from R1lbn for
the same period last year. This sharp
decline resulted in 29 795 lost jobs, and
more jobs are expected to be lost with
turnover levels mﬁumnﬂma to drop 5::
by year-end,

“The severe downward trends mea-
sured during the last half of last year
and the beginning of this year have
deepened, making possible a recession

.as equally harsh as experiencéd during

1991-93,” Langenhoven said.
+ During the first six months of this
year, turnover levels from SA projects

dippedtosR3,5bn from R4,5bn _: the.

same Umzoa last year.
The downturn in the sector is, how-

in amfaﬂsim

ruction industry’s gloom

ever, unlikely to weigh heavily on the
results of the major listed engineering
companies as the reporting season
swings into gear. A large number of
companies have expanded offshore op-
erations to boost their order books.
Turnover from offshore operations rose
to R747,4m in the first half of this year
from R251,4m last year.

“Safcec members are entering the in-
fernational market aggressively be-
cause of the lack of domestic activity.”
Langenhoven said. The industry, largely

-dependent on state contracts, was also

taking a knock from inefficiency.

Safcec said only 50% of capital budg-
ets were spent on capital projects.
Many projects, recently put out on ten-
der, were reworking of failed projects.

“We know that between 20°% and 30%

‘ of payment for design and supervisory
‘work is outstanding for consulting en-

gineers,” said Langenhoven. Prospects
for the sector were bleak, with mgst in-
dicators — tender "awards, m_.:_u_ouv
ment, new contracts and turnover —
showing no signs of bottoming out.
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Building 1ndustry goes down before going up

Sibonelo Radehe
and Moses Mlangeni

BUSINESS confidence in the building industry as mea-
sured by the BMI Building Research Strategy Consult-
ing Unit is expected to continue declining in the sec-
ond half of this year, but will rise in the 12 months to
end June next year.

BMI's survey showed that COI‘ldlthnS in the fu-st 6
months of 1999 were worse by 5% compared to the
first 6 months of last year.

A net 30% of the respondents expected the con-
ditions in the six months to December to be worse by
up to 5% compared to the similar period last year.

BMI expected the trend of declining confidence to
bottom at the end of the year with gradually improving
conditions thereafter.

About 34% of the BMI survey respondents expect-
ed conditions to be better in the next 12 months to
June next year which was a significant turn-around
compared with the negative expectations of the pre-

—
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vious four quarters. - » .
BMI had reported that buslness confidence in the

- building industry reached its worst levels in 10 years

during the third quarter of last year. -
Confidence levels in the industry had remained
positive until commercial interest rates were raised
seven percentage points over a short period from
April last year. BMI said the main contributor to the

increased confidence for the 12 months period to June |

next year was reduced interest rates and expectations
that they will fall further in the coming months to
reach levels of about 15% by year end.

However the survey also found that a large number
of property investors including potential homeowners
were still wary of the sustamability of the lower in-
terest ratesregime, fu- -

The turnaround in sales volurne growth and busi- |.

ness conditions last year did not meet earlier expec-
tations says Stellenbosch University's Bureau for Eco-
nomic Research in its second quarter retail survey

released recently. CB'S! )




‘Building costs have never been as low’

Bifsa optimistic
despite fears of
5% contraction

ADEIE SHEVEL

Johannesburg - The building in-
dustry was expected to contract
by 5 percent i1 turnover this year
from its dectine of 1 percent last
yeat, lan Robinson, the executive
director of the Buiding Indus-
tries Federation of South Africa
{Bafsa} said yesterday

But he expected the industry
to head for the high road. “We
have every reason to be opti-
mistic about the future of the -
dustry,” he said.

He attributed this to a low in-
flation rate, success with the gov-
ernment’s fiscal policy, a stable
rand over the past few months
and net inflow of foreign capital,
among other variables. Interest
rates were also falling steadily
and the number of contractors
being ligmidated was slowing
down.

Accordmng to Bifsa statishies.
office plans Increased by 27 per-
cent 1 coverage terms durmg the
first six months of this year from
a decline of 16 percent of offices
bt

Building plans for shopping
space declined 1 percent from a
drop of 25 percent of retailing
outlets built and industrial plans
passed dropped 32 percent from a
decline of 6 percent of newly
built premises during the pericd

ui (i) 114 /a4 m_wb

Non-residentsal plans passed also
declined Jess than the actual drop
n building of such premises.

Other indicators that confi-
dence was improving were a re-
duction 1t the number and value
of projects postponed and the fact
that “bulding costs have never
been as attractive”.

Hesawd the country'’s poor sav-
ings rate and subsequent depen-
dence on foreign capital for fixed
investment was still cause for
concern. Robinson added that
casinos had been the industry's
saving grace. The estumated level
of investment in casinos was
R14 billion of which R7 billion
benefited the building industry.

The role of the building indus-
try had also reduced to about
3 percent contribution to the
gross domestic product from
7 percent seen as the “1deal leval”
several years ago. Government
work 1s only 20 percent of the
total, which Robinsen said was at
“an all-tune low".

The building industry had
been hit hard over the past
18 months, which Robinson de-
scribed as probably the worst pe
rtod thar could be recalled. The
building industry expected {o
shed 30000 jobs this year while
50000 were lost kast year:

“Profit margins are almost
non-existent,” he said.

Building industry set
for steady comeback

poilala o (32)

Nextyear should see the end of iwo years of recession, with the
construction sector looking to a slow but sustainable recovery

Sibonela Radabe o e . T
........ . e ‘- IO S v LR S ..»:im.,..mm-n
FOR the first time In two years of SA huilding industry: 1087—2001 =~
recession, the building industry v L S e by A
looked set to experience a gradual % change in tumover s afrdamm - s LA BRERS
and sustainable recovery begin- 15 " - '
ning next year, sald Building Indus- R wet gutyeirpgact RUAR Py
tries Federation of SA (Bifsa) exec- 10 . I SRR sl Tt AR
utive director lan Robinson, - oy ooy Lo itk o Sk s
Yesterday, Robinson presented 5 W I_
Bilsa's annual review of the build- T s O .
ing industry in which he forecast a PR DRSPS ,"._..s,.._al.,-nw KD : .
5% decline in the industry's turn- 0 T Tt rs
over this year, 4,5% recovery next . ETy _ll_ “ _l._ng T -LEva e s
year and 6% by 2001. 5 Z : = J:
“In the past two years the indus- LR A
try has seen worse conditions than 10 . 1 vegma o
anyonecan remember,” he sald. T seat cveddd L s
The extent of the industry’s T A et T ik T sl ik B S

S S T T )
problems were reflected in the ¥ g7 85 89 0 91 92 93 34 95 96 97 9899 00 01 s
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high number of joblosses and busi-
ness liquidations.

According to Bifsa figures, the
industry was expected to shed up
to 30 060 jobs this year after it had Robinson attributed this to last

e e 3BT
ey : ‘ L
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Geaptic: KUBEN DAVID Sousca: SARB, BIFSA

growing by 3%. N
This should boost demand for
h industrial and new office

lost about 20 060 last year. year’s high interest rates and the

The number of iquidated com-  economic downturn. H , in
panies last year came to 334, of the medium to long term,
which 65% were compulsory. prospects were looking good with

Last year's liquidation figure the turnaround expected next
was 17% higher than in 1997. Inthe  year. Most economic and political
first half of this yeat, liquidations  indicators were polnting tothat.

were already 22% higher when Robinson saw interest rates
compared with the same period declining to a low of 14% next year,
last year. and the gross domestic product

space, as investors regain confi-
dence, said Robinson.

"All leading indicators for the
industry have turred the comer,
but from a low Investment base. It
will take some time to return to
levels recorded during the 1984
peak,” he said,




It’s back to basic buildin
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hies have thelr sights firmly lev-

elled on opportunities outside of
the country A flat local building market
has unsettled them, and they have
taken up projects in the rest of Africa,
the Middle East and Australia,

But while they are busy looking out,
their international counterparis may
be looking In. Weak share prices are
making certain companises in this sec-
tor ready targets for takeovers,

Suffering from a depression In the
locat building market, construction
companies and contractors are tarpet.
ing offshore business opportunities to
counter a dralning local environment.

Government infrastructuval spend
Is almost at its lowest ever; interest
rates have been at record highs and
business confidence has been flagging
The larger listed construction compa-
nies have learnt that offshore exposure
is vitat for growth and sustainability

Local projects are increasingly
tough and diificult to come by and con-
solidation in the industry 1s vital, given
the level of overtrading of these com-
panies coupled with an uninspired
tocal industry

Smaller contractors do not have the
optlon of moving Into overseas mar-
kets to grasp hard currency and dilute
reliance on tough local conditions. Lig-
vidations have been rampant.

Market commentators, however, ex-
pect an Increase in building demand.
The Building Industrles Federation of
South Africa and the Burean for Eco-
nomic Research expect an uptick in the
buflding industry to kick in over the
next year or two. Interest rates have re-
turned to pre-crisis levels with the
prime lending rate of most commercial
hanks at 16,6 percent.

The building industry lags changes
1 nterest rates by about 12 to 18
muntha, which means a real boost will
ho felt In ahout n year's time. Industry
neads to sustan fself uptll this. Which
means consolidation is a requirement
for companies fighting through

Snuth African construction compa-

CONSTRUCTION

overtrading and tight profit matgins.
Consolidation and economnles of scaly
are attractive ingredients for listed
companies to be able to flex financial
muscle overseas, as the rand does not
stretch too far

Among the variables expecied to de-
termine which companies will last the
course are the amount of offshore ex-
posure that provides access to hard cur-
rency; whether the company chased
volume at the expense of margitis; and
whether the projects are build-operate-
transfer projects, which supply good
margins. .

Analysts point to LTA as the blne:
chip of the constructlon companies
and the company altead of the pack It
etiterer offshore turd bofore tho others.
Tho ecmpany has deHvered oarhings
growth for 19 consecutive years,

Fundamental changes, however, arp
under way in this industry Murray &
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tion and civil engineering company, in-
tends to list its construction entitles
separately. Over the past year, it has
gone through a series of non-core dis-
posals and core acquisitions, fighting
with a low share priee and earnings
leakages. It has not had much luck with
the sale of Its biggest earnings drain. -
ing entity. Alloy Wheels Internatonal
its low share price, compared with
the net asset value of the company, has
also made the group vulnerable to
takeover, But the fact th.at the net asset
value of the group has been revised
downwards while its share price has
been propped up of Iate (in antleipation
of a possible takeover) - makes the
prospect of an asset strekp less enticing
Btocks & Btocks, the dobt-riddon
construction company that has suf
fered through exposure to low.cost
housing market and property

-

g blocks

development - is now doing an about-
turn on its prevtously stated policy of
leaving property to focus on construc-
tion Stocks & Stocks’ construction arm
is now out for tender,

Aveng, the recently listed construc-
tion, engineering and building compa-
ny, aims to add weight locally and in-
ternationally to its construction arm [
intends to take out that part of Gri-
naker it does not own Talks are under
way with local and overseas companies
for further acquisitions

Group 5 exceeded analysts expecta-
tions in its Jatest results Sustamnable
earnings need to be the order of the day

-before a turnaround can be applied toa

group that has whittled iself away
from property

Basil Read and Wilson Bayly
Holmes (WBHO) are both highly re-
garded construction compantes Basi]
Read hes a large overseas stakeholder -
Bouygues - but it Is fawrly illlquid The
company is expected to be Bouygues'
starting point for expansion in Africa
WBHO, the low-profile company that
quietly delivers the goods, is said to be
a prime takeover target Management
is entrenched, though the right price
might entice them

Those companies that have main-
tained ratings and have moved forward
have been those focused on core activi-
ties, have relatively low debt and have
offshore earnings

The building, construction and en-
gineering sector has been the third best
performing sector sinee the beginning
of the year And indications are that the
local market conditions are expected to
pick up

Whether » number of the construe-
tion companies will survive in their
current corporate colours until then re-
mains to be scen The discrepancy be-
tween the net asset value of a number
of businesses and weak share prices in
a vulnerable Industry, coupled with in-
dlcations for a turnaround, could lead
0 overseas compnnies toving In over
the next few manths for local opportu-
nities That is unless local companies
make some declsions fast,
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Ground
shifts for civil
engineers, in
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The government is no longer a Big
Daddy providing flashy projects,
writes JANETTE BENNETT

HE apartheld govern-
ment built big dams, but
more than hall the peo-

ple of SA lacked drink-
ing water, It bullt major high-
ways between cities, but g
nored small farmers’ needs to
transport thelr goods to mar-
kets. The flashy, expensive
claims to belng part of the first
world were Important to an iso-
lated, scorned country.

Today the emphasis has shift-
ed dramatically to meeting the
basic needs of all South
Africans, which has meant
much less conspicuous projects
which hold far more {ongterm
benelits. “You don't just see a
handiul of big projects anymore
— instead there are numercus
small sites In rural towns,” says
Peter Erasmus, chlef execative
of engineering firm Stewart
Scott. 5A needs this shift, but it
has meant a radical

survive In its current form.”

Stewart Scott is facing the
challenge on several strategic
levels. Maruma says the compa-
ny made a good decision to di-
versify internationally, “That
has balanced the fall-off of gov-
ernment contracts to some ex-
tent. The company Is active in
SADC and In Ethiopla, Malawl,
Angola and Burkina Faso.”

Its international assoclate bs
DHV, a Dutch group which has
steadily increased lts stake in
Stewart Scott from 6% in 1592to
33% today. “We had good syn-
ergles,” Erasmus says. *“We fo-
cus mainly on water, transport,
industry and management con-
sultancy, and DHV is well-posi-
tloned in all those areas.”

He adds: “As South Afrlcans,
we felt we understood Africa,
but the Dutch actually showed
us around. We had been isolat-

ed for so long ..."
Just as the cllent

change for the civil H
engineering indus- 7718 emp haSlS and the economlic
try, first i the has ShlﬁEd to climate Is chang-

chain of profes-
slonals when it
comes to bullding

nipsiucuee,  basic needs of , s inmcayes,
chairman Malgabo all South = “dificul”, soul-

aruma says the » Bearc sion
Indus:’ry l'm.'iI ln‘l‘:dl}e Aﬁ’lCﬂnS, tosellatl ’rd%ﬂéﬁ -
past been heavily - company to black  ps
dependent an gov- which has partners.  These
ernment contracts ’ details are still be-
n%g;trlputlng up to meant less ihl;.l!g lhlallsla;d. hanE

of turmover. H aruma 23|

The state, hiow. COﬁSPICUO}JS tant to disclosethe
ever, can no longer : . ers’ names.:
afford to be the pr OIGCIS } X Is I8 a very |
sole funder of In- . brave move — ke *

frastructure provision, and the
private sector also has to carry
the burden, For civil engineers,
this has meant a much higher.
risk profile and a vast difference’
In the way they do business. Al-
though 1t has put the industry!
on the brink, there is a recog-
nition that the private sector
must take more responsibility .
for creating infrastructure — as
& matter of necessity.
“Governments will still have a
role to play In third world Issues
and financing, but globally they
are increasingly sticking to their
core business, namely govern-
Ing," Erasmus says. ot
The shift has ignited a shake:
out in the industry, and Eras-
mus predicts we'll see a spate a
{allures, mergers and buy-outs
by Internatlonal players. “The
Industry is bleeding; it will not

meeting the

ing, so is the com-
pany’s  internal
structure. In the

selling the family sliver,” he
says. “But we reallse that we
must do [t now or perish.” ..

And this must be done In a’

context in which barely 3.5% of
Erofesslona] engineers In SA are
lack, which means black engh

neers are in huge demand, This ..

creates a problem for bigger en-

gineering companies llke Stew-

art Scott. *We have a very ar-
tiflcial situation now,” Erasmus
says. “Establishied flrms make a
huge investment in intellectual
ﬁ;operty. We can, because we
ve critical mass, but many
smaller firms can't. Yet young
black engineers — because of
they are (0 such demand — find
It more immediately atiractive
to go to small, emerging black
flrms, missing out on the
th of experience they can

bulld up in the older firms.”
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SMASH AND GRAB: In the old SA, civil englnam could rely
through

on fiashy, high-rise projects to seo
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tlol . civil enginecnag firms
were [alrly loose gmufp ngs of .
pariners offerin, ofesslonal

apr
-sidll, closed an w?:lellva.'l'he‘.-u

challenge s to change, rapidly,..
to professlonal businesses of-
fering a holistlc set of services.
Risk management h:s been In-
troduced as a job crterlon In

« the company's staff essessment

system. And the company be-
lieves It Is one of the {irst to be,
awarded SO 9001 certification,
which encompasses a set of in-
ternational quality standards.
“The look of the traditional
consulting englneering compa-
ny of the past 20 years, which
dealt with city engineers and
other technocrats, will change
to a service company that man-

ages infrastructure In coopera-
tlon with other private sector
. he says.

Instead of just designing
Infrastructure, engineers are be-
coming Involved In conceptual-
Ising, financing, bullding, oper-
ating and maintaining Infra-
structure, We are becoming
more user-focused. We are now
at the forefront of prolect de-
livery; previously the state was
the only major player.”

What he Is describing Is what
the industry calls BOT, or bulld-
operate-transfer.

*“Increasingly,” Maruma says,
“we are becoming equity share-
holders In our projects, In-
volved in both design and own-
ership of infrastructure. Tradl
tlonally, engineers have not
been tralned to do that.”
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Fears for 52 000 more
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Joharmesbiurg - Up to 52000 jobs in the
building and civil engineering wndus-
tries conld be lost by the endof the yeax
the Building Industry Federation of
South Africa (Bifsa) and the South
African Federation of Givil Engineer-
mg Contractors (Safcec). the industry
employers’ orgamsation, said yesterday

1an Robmnson, the chief executive
officer of Bifsa, said 30000 of these
jobs would be lost the building 1n-
dustry anth the rest in the civil engi-
neering industry.

Muller Uys, the Safcec human re-
sources director; said that last year the
industry's turnover had declined by
R400 rmulléon to R8,76 billion.

Uys said the industry’s major
source of business had been the gov-
ernment's development of roads,
bridges, dams and ether infrastructur-
al, which had suffered a decline of up
to 10 percent as the government “di-
verted capital expenditure to current
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expenditure” aspec! the Torm of
salaries to public servants.

He said that over the past five years,
employment in the mdustry had fallen
from 120000 to the present 70 000 and
was expected to go to 85000 by the end
of the year

“The outlook is very bleak and we
are domg a study that is already show-
ing that our problems are not seasonal
but that the industry is ina permanent
state of structural adjusonent.

“We are going to be a very small in-
dustry comnpared to what we were st
five vears and everybody is going to be
affected,” Uys said.

Uys slammed strike threats by the
Building Construction and Allled
Workers' Union and the Cosatu-allied
Construction and Allied Workers’
Union following a wage deadtock.

The unions were demnanding a min-
irmim wage of R1200a month oratotal
remuneration package Increase of
30 percent on the present average of
R700 2 month agamst Safcec’s offer of
§ percent across the board.

C

‘Home builders’ body loses
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40 contractors a week @
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Robyn Chalmers

to give further cover toconsumers, If accept- * _M.EEE% nan_. ; enrclmen
T ed, these will provide cover f fun g o
Mﬂ.mﬂnﬂmnhmwﬁu ﬂ%_m__mwm__“_m.ﬁ xmm_m:..ng affected when a builder goes amoua_ndnoﬂmhw_m“w ore mﬁ_:g..__._—.ﬁ _M.ﬂwnu ..ewunwmuubmoﬂanmonﬂ pro
X ct consumers from middle of a project, deposit theft and tecti " s
D o e DOS| and rec- tectlon to all homeowning consimers, in-

ere, ic losing about g roof leaks for uptoayear., - i with incom
n_%q numu”nmn-oﬂm a week from its books due The council currently issues a warranty n.:#:m nﬁﬂaannm uan'._.m__ ns.nmg» gmm. 5

ﬂoﬂ:ﬂ._‘_.ﬂmm%onuiﬁnasn_.:nnm. Lo« 5 on the completion of a house. . charge on all homes n”on__won totzllin; -
i eter Allsopp sald yesterday  This means home builders are responsible " of the value of the honse. Allsopp ume_ WH.M

there were currently about 3300 contrac- lor desi i]
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ditiens | Em_ :w Lw_m industry, with many  for contractors to huild 2 new home without .complaints each month of £En= ._un»s.
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Sye: nc_._znm"uﬂ.:m o._amn.u..m.u_.. . home builder registration and enrolment. Ehr.u that unscripulous and «ﬂ.nwui—n__ -
duoie council -uu n"E.qmm:mmc:m the intro- Banks and conveyancers will be obliged,  by-night builders will be excluded from -.».Wr
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THE building industry has slammed
the Department of Housing for giving it
insufficient time to respond to the draft
regulations contained in the Housing
Consumers’ Protection Measures Act,
which was gazetted on July 30.

The Act, when promulgated, will re-
quire all residential home builders to
register with the National Home
Butiders Registration Council by Octo-
ber and to enrol all new homes to be
built with the council’s defect warranty
scheme, It will also make it compulsory
for banks or financial institutions to
insist that a builder is registered before

DRAFT LEGISLATION
By DON ROBERTSON

a loan can be advanced.

lan Robinson, executive director of
the Building Indusiries Federation of
SA, says copies of the regulations were
received only on August 17, which left
little time to properly peruse the doc-
ument before the final date for com-
ments at end-August.

Bifsa, which was granted only three
days when it asked for an extension,
says it is “unreasonable” that such a
high-handed attitude should be taken.
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Justin Palmer
DESPITE falling interest rates, the
high number of construction compa-
ny liquidations jg €xpected to contin-
e into next year.

Senior Credit Guarantee ecop-
omist Luke Doig predicts that liqui-
dations for 1999 will be close on 400,
while the number for next vear wil
exceed 400 before it falls to just more
than 300 in 2001, Credit Guarantee in-

Lsures its clients against bad debt and
Is affected by the number of compa-
‘nies going into liquidation,

“There js stif] going to be a lot of
pain,” Doig says,

“ Recerit figures released by Statis
~tics SA show that the number of lig-

-"ly since 1995, in line with interest rate-
: movements, ,
' Despite a drop in real interest
. rates this year interest rates that
-+ hdve been adjusted to take inflation
17, iInto account — there has been a
. '14,5% rise in construction liguida-
» tions for the first Seven months of the
., ¥ear compared with the correspond-
" -.ing period last year,
w : “The construction industry has
.been hurting for some :.Emaoi.mm.
.,ﬁ,. n ,

- - uidations has beep increasing steadj.. |
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Construction indu

‘Construction Ji

given the difficult frading

conditions in the aftermath of high in-

terest rates during
He says interes
down 9%

since their peak,

1998," Doig says.
t rates have come
with fur-

ther relief E_Em:m:..m. #

th

“Real rates of 17%

levels of 12%, but little
Pected over the next 24
“Inflation is headed

quidations vs real interest rates
Real ..:»m,wmmn rates % nU [N

at the peak of
the crisis last year have

given way to
respite is ex-
months.

into sustain-

able sub-5% territory while nominaj

€ number of companies going into

stry still _E:mvc# sa
liquidation is Soammm:@ w

interest rates may bottom out early
next year after two further 1% cuts. In
other words, reaj rates will be in doy-
ble-digit territory which will make it

iffi industry to grow
rapidly despite €normous infrastruc-
tural backlogs,” he says.,

Doig says the effects of this trend
are evident in the marketplace, Con-
crete and cement sales were down
8,5% this year to July when compared
with the same beriod last year,

When the figures were released by
the Cement ang Concrete Instityta
(CCI); a market analyst said the ouf-
look for the rest of 1999 remained
bleak, despite the expected econom-
i the continued lower-
ing of interest rates. The reason given
was the lag effect that exists in the
construction Industry.

Analysts agree that the only pos-
itive thing in this “bleak environ-
ment” is the Sranting of casino licens-

nd |

992>

prs

and poor growth Inwork on han gae |

Despite the weak confidence 18y- _
els, the figures also show that terider--
ing keenness is on the increase.for
both building contractors and sufy.
Contractors.

“We may actually witnegg a u
strengthening of the structiral.,
change and move towards smaller,
leaner construction firms as many of
the larger concerns operating in’the
domestic market battle with large
overheads.

“All of these faciors have and will
force a focus op cost-cutting, Clearly
this may involve further rationalisg.

troubled industry,” Doig says..

The Building Industries’ Federa-
tion of SA (Bifsa) has said it expects
the industry to shed about 30 000
jobs in 19997 Added to the 20 000 jobs
lost last Year, this represents about
25% of the industry lahour force:”

Doig says the way forward for SA !
construction companies js tg look
outside of the limited doméstic mar-
ket for contracts.




‘No recovery signs’
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Cape Town - Building and
construction companies were
still battling, feeling the lag
- effects of last year’s interest
rate shock, and there were no
signs of a recovery in the
demand for new
work, the Bu-

SCCTOr
% L\i0l4aq

mﬁbmg.& of new work.
Similar to the environ-
ment sketched by architects
and quantity surveyors, the
survey found that civil
engineering contractors had
experienced unfavourable
business conditions and a
hostile tendering

environment.

reau for Eco- .:-m Bureau .aOﬁ Despite con-

nomic Research
sald yesterday

Economic

tinued  harsh
conditions, the

in its third- mmmmnﬂnr says business confi-

gquarter survey

dence index for

of the sector. the outlook the building in-

Architects . dustry, although
and quantity 3@?. nrn:..@m still at a very low
surveyors ques- WY 2000 level, had ticked

tioned said the

number of pro-

jects at sketch plan stage and

commissions at working

drawing stage were still well
below those of a year ago and
they had to retrench staff.

" “Contractor and subcon-
tractor respondents reported
that work volumes were low
and new work very scarce,”
the survey showed.

But tendering competition
had shown signs of abating,
which could indicate a

v gradual improvement in the

higher for the
third consecutive
quarter, the survey found.”

The general mood among
respondents pointed to
improved bhusiness con-
ditions during the last
quarter of 1999.

“Bearing in mind the
declining irend in interest
rates, it is fair to state that the
worst is now behind the
industry and the prospects of
a sustained recovery in 2000
look promising,” the bureau’s
report said.
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Residential builders required to re

Robyn Chalmers
ALL reéiaéntjal builders wilj
have to. répister with a'rew,

streamlined National Home
Builders Registration Council by
November 43  government
IROVes to protect consumers
against unscrupulous builders, |

The Housing Consumers Pro-
tection Measures Act will make jt
an offence not to pe registered,
Penalties are up 1o a year’s im-
prisonment or a R25 000 fine,

Mike Mohohlo, chairman of
the existing <otncil, said yester-
day that the act was nowin place
and -the council was getting
ready to hand over s implemen-
tation to a pew body,

The body, which will also pe
called the National Home
Builders Resistration Council,

will haee- ~aller hoard of 15

peopl - 2y the hous-

ingm 1€ current 24,
—~-

October 27 1999
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~

The number of directors will be
reduced to four from 13.

Mohohlo said the minjster
would-appoint 3 pew' board as
300n as possible which would in
turn recommend a new CEQ.
“The new board has to be in

0™place by June 3 next year.”

Council CEO Peter Allsopp,
who will become the new body’s
operations director, said the act
would be enforced from Novem-

1, when aj] home builders

t be registered with the
fiscouncil,

d Currently,
ued at up to
enrolled.

All houset built after Novem-
ber 1"will have to Be enrolled
with the-counci], banks must ep.
sure builders are registered with
the council before giving them fi-
Nance and the same applies to
conveyancers,

In terms of fees to underpin

—— _

" ——

0

only houses val-
R250 000 must be

Tem——r r

gister with new council

1
the council’s'warranty scheme,
13% of .the_ house” valye is
Payable-on-; roperties up to-
ngﬂ 000, P 4

The fee then rises on asliding
scale, with a maximtim ceiling
for homes of RSy, ¥

he warranty scheme kicks
in when a consumer has a vey-
ified complaint op Al defedtive
house and the builder eithéi-re—
fuses to rectify the“problem or
has gone bankrupt.i'The council
will then fix the defect,

Allsopp said the council had
enrolled more than 88 500 hous-
€s to date and undertaken gver
132 800 inspectiong’ T

A total of 428} complaints
ffOHi ¢usStomers have “heen re-
cetved and 29 repairsivalued at:
R467 000 completed, .

A problem facing the councfl
was the number of builders leay-
ing the industry, with up to 40
builders exiting each week"

o vy
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Homeowners |
to benefit
from stricter
building laws
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THE Housing Consumers Protection Measures Act
.| comes into full force tomorrow and requires that all
‘homebuilders.be registered with the National Home
Builders Registration Council and all new homes be
.| 'enrolied with the council. ‘

The first phase of the Act came into effect on June
4, making the NHBRC a statutory body. .

The aim of the Act is to protect homeowners from |
shoddy workmanship. Builders will be responsible |
for design and material defects for three months,
{ roof leaks for a year and structural defects for five
years, NHBRC inspectors will be able to assess work-
manship during the building process and: after, |
completion. o

In terms of the Act, banks offering finance fora . .,"’i
home must ensure t at the builder is registered with
| the council and that the house has been enrolled
under the defects warranty scheme. In addition, con-
veyancers must also ensure that builders are reg-
istered and the home enrolled before transfer can
take place, Builders failing to register can be sen- |
tenced for up to a year in prison or fined R25 000.

Builders will be forced to pay an enrolment fee
ranging from 1.3% of the value of the house up to
R500 000, then reducingona sliding scale and reach-
ing a maximum of R34 000 for a house costing more
than R5-million. ) ‘

Homeowners can now turn to the NHBRC if a:
puilder refuses to repair defects or goes insolvent,

e, e S AT

ing, with the Building Industries Federation .of SA
claiming that the NHBRC will have sole authority
over the huilding process for a period of five years. It
suggested that companies associated with the in-
surance indusiry be granted similar authority. It also
claimed that homeowners would not have an au-
tomatic right to claim from the warranty fund.

The NHBRC has been in operation for several years
but on a voluntary basis. During this time, 2 total of
88 530 houses were enrolled and 132 860 inspections
were undertaken; 4 280 complaints were received
and.-29 repairs were undertaken amounting' t0
RA67.267. A further 62 were in the pipeline and could
cost R1.8-million. To ‘date, 6 605 builders have reg-
istered with the council.
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His optimism, he says, is derived from
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By MALOSE MONAMA_>=2)

THE chairperson of the newly established
Black Construction Council (BCC),
Mandla Ndlovu, is assured the depressed
cohstruction industry is about to emerge
from its current lull

ositive economic indicators and the
fact that for the first time the black con-
struction industry is able to speak with
one voice.

Ndlovu says the emerging contractor
should especially do better given the
support. it enjoys from government’s af-
firmative procturement policies (APE).

The department of works, which play-
ed a pivotal role in bringing about the
merger of -three black organisations to
form the BCC, has through projects and
programmes-such as APP seen the par-
ticipation of emerging contractors in-
crease from a mere 4 percent to about 30
percent, . .- . - -

An analyst approached by City Press
Business concurred with Ndlovu.

He said given the economic upswing
and a rise in gross domestic fixed invest-
ment (GDFI), “the construction industry
should pick up in the new year.”

Ian Robinson, the chief executive offi-
cer of the Building Industries Federation
of South Africa (Bifsa), said: “Things
should begin to pick up in the second
half of next year, when we expect inter-
est rates to go as low as 14 percent.

“There is also a general feeling of con-
fidence about the South African econ-
omy -and investments should begin to
flow in from overseas.”

The organisations that merged to form
the BCC are: the National African Feder-
ation of the Building Industry (Nafbi),
the African Builders Association (Aba)
anid the National Association of Black
Contractors and Allied Trades (Nabcat).

Ndlovu is a civil engineer who heads
his' own construction company, Fikile
Projects, and is also the chairperson of
ﬂ:ge Construction Industries Confeder-
ation.

" 'Hé says the BCC accords black con-
{ractors an opportunity to speak with
one voice. “Unity as espoused by the
BCC leadership and membership of its
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LOOKING UP . .. BCC chair Mandla
Ndiovu predicts an !ndusﬂ,\_‘/’upswin

constituent organisations has been
achieved mainly to provide a platform
for its future development and growth,”
he said.

The BCC has representation on the
Construction Indusiries’ Confedération
{CIC), which Ndlovu also chairs,

The CIC is a confederation of all con-
struction organisations..franscending
the colour bar.

Through its participation in the CIC,
the BCC hopes to be in position to reform
and help establish an environment ap-
propriate for the growth and develop-
ment of the emerging sector.

“We will vigorously campaign 1o pro-
mote the empowerment of our members
so that they become meaningful players
in_::lhe economic mainstrgam,” Ndlovu
said, i

“We will also provide tangible ser-
vices to members by pjrioréi;iés?}ngé and
identifying projects and’methdis-of ac-
cessing funds.” ey et

The BCC can be visited at the corner of
Schoeman and Andries streets, Pretoria,
or they may be contacted telephonically
on (012) 332-5590.
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