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Summary

Building Contractors

The overall business confidence of building contractors rose from an index value of 43 in

2013Q2 to a value of 46 in 2013Q3.

The percentage of building contractors reporting poorer business conditions declined from a
net 26% in 2013Q2 to a net 14% in 2013Q3. In the forthcoming quarter (2013Q4), only a
net 7% of the survey respondents anticipate poorer business conditions. The percentage of
respondents reporting lower profits improved from a net 47% in 2013Q2, to a net 39% in
2013Q3. Only a net 12% of the respondents anticipate lower profits in the forthcoming

quarter.

Despite the improvement in business confidence, building activity fell further, albeit marginally.
Compared to a net 22% in 2013Q2, a net 25% of the respondents to the survey reported
weaker building activity during 2013Q3. However, only a net 5% of those surveyed anticipate
lower building activity in 2013Q4.

Job shedding was reported by a net 18% of the survey participants during the survey quarter.
In the forthcoming quarter, only a net 6% of respondents foresee further job losses. Despite
job shedding and generally low levels of building activity, no less than 51% of building
contractor respondents cited a shortage of skilled labour as a business constraint. This finding

probably reflects inadequate training programmes in the industry.

Compared to 49% in 2013Q2, 39% of the respondents reported stiffer competition when
tendering during the survey quarter. Demand for building work was lower during 2013Q3, as

reported by 68% of the survey respondents.

Confidence among building contractors in Grades 3 & 4 rose significantly from a level of 43
in 2013Q2, to a reading of 67 in 2013Q3. After increasing to 54 in 2013Q2, the business
confidence index among building contractors in Grades 5 & 6 retreated to 42 in 2013Q3.
Building contractors in Grades 7 & 8 reported a rise in business confidence from a level of 14

in 2013Q2, to an index value of 24 in 2013Q3.



Business confidence levels increased in the Western Cape and Gauteng. Despite these
increases, confidence levels remained below fifty in all of the four provinces surveyed. In the
Eastern Cape, business confidence remained unchanged from 2013Q2’s reading of 38.

Business confidence fell from a level of 55 to 44 in KwaZulu-Natal.

Civil Contractors

The overall business confidence of civil contractors slid marginally from 48 index points to a
level of 44 points in 2013Q3. Business conditions deteriorated, as reported by a net 27% of
the civil contractor respondents. This compares to a net 13% in 2013Q2. Despite the reported
fragile business conditions, the pace of falling profits moderated somewhat during the survey
quarter. Weaker construction activity was reported by a net 20% of the survey participants. This

compares to a net 21% a quarter earlier. Job shedding eased.

Civil contractor order books lengthened to a slight degree. The average number of months’
work accounted for by the work on hand increased from 5.93 months in 2013Q2, to 6.14

months in 2013Q3. The percentage of respondents citing inadequate supply of construction

materials as a business constraint fell from 29% in 2013Q2, to 26% in 2013Q3.

Tendering competition intensified slightly, as reported by 46% of the survey participants.
Inadequate demand for construction work remains a problem for 70% of the civil contractor
respondents. Forty-nine per cent of those surveyed cited a shortage of skilled labour as a

constraint to their business operations.

Business confidence among civil contractors in Grades 3 & 4 increased slightly from 56 in
2013Q2, to 59 during the survey quarter. This was the fourth successive increase in
confidence levels. Confidence levels among contractors in Grades 5 & 6 increased moderately
by 1 index point to a reading of 41 in 2013Q3. Following a reading of 50 in 2013Q2, the
business confidence of civil contractors in Grades 7 & 8 fell to 35 in 2013Q3.

Regionally, during 2013Q3, confidence levels were higher (at or above fifty) among civil
contractors in the Eastern Cape and Gauteng. By contrast, confidence levels were lower

(below fifty) among contractors in KwaZulu-Natal and the Western Cape.

With overall business confidence levels still generally below the neutrality level of fifty, civil

contractors continue to face challenging business conditions.



Table of contents

T LU0 (2 L0 oLt (2 | { T PPN 1
2013Q3 Survey ReSUILS .................cooiiiiecc e 3
BUIIING IAdUSTY- e 3
TOtal e 3
GrOdES COMPAIISON ..t 4
GradEs 3 & 4. s 4
GrAAES 5 & G 5
GradEs 7 & Bt 6
ProvinCial ComMPariSON. ... ...oiiii i 8
EOSTEIN COPE vttt 8
(o T =1 o T PSPPI 10
KWaZUIU-NGHAL ..o 11
WESTEIN PO oottt et 12
CONSTHUCHION MBS - oo 15
TOtal 15
GrOdES COMPAMISON ... 16
Grades 3 & 4o 16
GraAES 5 & G 17
GradEs 7 & Bt 18

Regarding access to credit, 22% reported to have experienced challenges which hampered

the successtul operations of their businesses. Three out of ten of the firms surveyed

reported the inadequate supply of building materials as a constraint. .......................... 19
Provincial ComMpPariSON..........oiiiiiiii 19
EOSIEIN COPE covviiiie e 20
(CTo U1 1=Tale FUTT PP P PR PUTTRN 21
KWOZUIU-NGIA] - 22
WESTEIN COPE oot 24
Building Contractor: Survey ReSUIES ... ..o 25

Civil Contractor: Survey ReSUIES - oovvv e 43






Introduction

The cidb has contracted the Bureau for Economic Research at Stellenbosch University to
conduct a business tendency survey amongst registered cidb contractors (Grades 3-8)

operating in the building and civil engineering industries.
The 2013Q3 survey was carried out during the period 29 July 2013 - 26 August 2013.

The analysis that follows provides a synopsis of the survey responses received in 2013Q3
according to region and grades from participating cidb registered building and civil

contractors. The detailed survey results are to be found at the end of this report.

The main indicator used for analysis purposes is business confidence. The business confidence
index is based on the number of survey sample respondents indicating that they find current
business conditions satisfactory. It is calculated as a percentage. For example, a business
confidence index of 90 implies that 90% of the survey respondents regard prevailing business
conditions as satisfactory. The data series can therefore vary between 0 and 100, with 50 seen
as neutral. Business confidence, as measured by qualitative opinion surveys, has proved both

globally and domestically to be a reliable leading indicator of business activity.

Certain statistical concepts used in this report require clarification. To determine the amount of
work on hand, expressed in terms of months, use is made of the median and the average
(arithmetic mean) number of months. The median is the middle number, when the numbers of
months reported by respondents are ranked from highest to lowest. Thus, if the median of the
number of months of work on hand is reported to be 4 months, this means that 50% of
respondents have work for more than 4 months and 50% of them have work for less than 4
months. The average number of months of work on hand is the sum of all the months reported
by respondents, divided by the number of contractors. If the average is larger than the median,

it means that there are more longer-term than shorter-term workloads facing contractors.

Note: A low number of responses cause the survey results to vary noticeably between
consecutive quarters. We recommend that users base their views on the trend and not on a

single data point.






201303 Survey Results

Building Industry

Total

The overall business confidence of building contractors rose from an index value of 43 in
2013Q2, to a value of 46 in 2013Q3. The percentage of survey respondents reporting
weaker business conditions improved from a net 26% in 2013Q2, to a net 14% in 2013Q3.
Weaker business conditions are anticipated by only a net 7% of the building contractor

respondents. The rate of decline in profits eased. Only a net 12% foresee lower profits during

2013Q4.

Figure 1: Total

Business confidence

100
75 +
50 -\
25 L
2009 2010 2011 2012 2013

The pace at which building contractors cut jobs moderated further. The percentage of building
contractors reporting job cuts fell marginally from 20% in 2013Q2, to 18% in the survey
quarter. The survey respondents expect the moderation in job cuts to continue during
2013Q4. Compared to 49% in 2013Q2, 39% of respondents reported keener competition
when tendering during 2013Q3.

Order books lengthened. Compared to 5.20 months in 2013Q2, the average number of
months’ work accounted for by the work on hand was 6.07 months during 2013Q3.

Inadequate access to credit was a challenge for 31% of the building contractor firms surveyed.



Building activity fell further, albeit by a small margin. In 2013Q2, a net 22% of the survey
respondents reported lower building activity. During the survey quarter, lower building activity
was cited by a net 25% of the respondents. Compared with 66% in 2013Q2, 68% of the
respondents cited insufficient demand for building work as a constraint to the success of their
business operations. A net 51% of the building contractors surveyed cited a shortage of skilled

labour as a business constraint.

Grades comparison

The graph below compares the business confidence of the different grades between 2009Q1

and 2013Q3. Possible reasons for the variations are discussed in the text below.

Figure 2: Business confidence per grade
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Grades 3 & 4

The overall business confidence of building contractors in Grades 3 & 4 rose notably from an
index value of 43 in 2013Q2, to a value of 67 in 2013Q3. This was the highest level of
confidence since 2008Q4.

The rise in business confidence can be attributed to an improvement in a number of underlying
indicators. Compared with a net 32% in 2013Q2, only a net 17% reported lower building
activity during 2013Q3. A net 4% anticipate a rise in building activity in the forthcoming



quarter. The percentage of respondents reporting poorer business conditions improved from a

net 26% in 2013Q2, to only a net 4% in 2013Q3.
Figure 3: Grade 3 & 4
Business confidence
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Order books lengthened. The average number of months’ work accounted for by the work on
hand rose from 5.38 months in 2013Q2, to 5.71 months in 2013Q3. The median showed
a welcome rise from two months to five months. Profitability remained under pressure.

Compared with a net 52% in 2013Q2, a net 45% reported lower profits in 2013Q3. The
pace of job shedding decreased.

Despite an improvement in overall business confidence, tendering competition intensified, as
reported by 48% of the survey participants. This compares to 32% a quarter earlier. Six out of
ten survey participants reported inadequate demand for building work as a constraint to the

success of their business operations.

Inadequate access to credit was a constraint to 28% of the building contractors surveyed.
Thirty-four per cent of the survey participants reported inadequate supply of building work as a

constraint to the success of their business operations.

Grades 5 & 6

The overall business confidence of building contractors in Grades 5 & 6 fell from a level of 54
in 2013Q2, to 42 index points in 2013Q3. The percentage of building contractors rating
insufficient demand for building work climbed from 62% in 2013Q2, to 68% in 2013Q3.



In comparison to a net 9% in 2013Q2, a net 31% of the respondents to the survey reported
lower building activity during 2013Q3. Profits continued to fall, as reported by a net 32% of
firms surveyed. A net twelve per cent of the survey participants reported shedding jobs during
the survey quarter. This compares to a net 5% in 2013Q2. A net 12% of respondents remain

pessimistic about business conditions in 2013Q4.

Figure 4: Grade 5 & 6
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Half of the building contractor respondents rated the shortage of skilled labour as a constraint
to their businesses. The percentage of building contractors reporting inadequate access to
credit as a hindrance to their business operations rose slightly from 27% in 2013Q2, to 33%
in 2013Q3.

Tendering competition was less intense during the survey quarter in comparison to the previous
quarter. The percentage of building contractors citing the inadequate supply of building
materials as a constraint to their businesses remained unchanged at 21%. The average
number of months” work accounted for by the work on hand increased from 5.16 months in
2013Q2, to 5.91 months during the survey quarter. Yet, the median of order books dropped

from four months to three and a half months.

Grades 7 & 8

The overall business confidence of building contractors in Grades 7 & 8 recovered to 24 index

points during 2013Q3. This follows a drop to 14 index points in 2013Q2. Business conditions



were less challenging during the survey quarter. A net 23% of those surveyed reported poorer
business conditions during 2013Q3. Compare this to a net 66% in 2013Q2. The survey
participants foresee stable business conditions in the forthcoming quarter. Order books got
longer. The average number of months” work accounted for by the work on hand increased
from 5.13 months in 2013Q2, to 6.88 months during the survey quarter. The median

number of months rose from three to four months.

Figure 5: Grade 7 & 8
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Compared to a net 40% in 2013Q2, lower building activity was reported by a net 23% during
the survey quarter. Consequently, the tempo of job shedding eased. Building activity is
expected to stabilise in 2013Q4. Profitability pressures during 2013Q3 were reported by a net
47% of the building contractor respondents. This is much lower than the net 73% in the
previous quarter. Profitability is expected to remain under pressure during 2013Q4 according

to a net 6% of respondents.

The tempo of job shedding eased. A net 47% of respondents reported retrenchments in
2013Q2. During 2013Q3, a lower net 29% reported shedding jobs. Only a net 7% of those

surveyed expect to retrench further in the forthcoming quarter.

There was a marginal improvement in the number of constraints that the building contractors
had to contend with. The percentage of respondents citing insufficient demand for building

work declined from 84% in 2013Q2, to 80% in 2013Q3. Despite this drop to a lower level,



building contractors were still faced with weak demand for building work which hindered the

success of their business operations.

Tendering competition eased significantly. Compared with 80% of respondents in 2013Q2,
only 35% reported keener competition when tendering during 2013Q3. Fifty-five per cent of
the participants to the survey indicated that a shortage of skilled labour hampered the success
of their operations. This is a slight improvement from the 60% recorded in 2013Q3. Thirty-
three per cent of respondents reported inadequate access to credit as a constraint to their

business operations.

Provincial comparison

The accompanying graph compares the changes in regional business confidence indices
between 2009Q1 and 2013Q3. Possible reasons for the changes are discussed in the text

below.

Figure 6: Business confidence per province
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Eastern Cape

The overall business confidence of building contractors (EC) remained unchanged at an index
value of 38 during 2013Q3. Although confidence levels remained stable, the survey

participants reported worsening business conditions. Compared to a net 7% in 2013Q2, a net



23% cited poorer business conditions. A net 31% expect business conditions to worsen further

in the coming quarter.

There was weak demand for building work, as reported by a net 69% of the building
contractor respondents. As a consequence, building activity was lower. The percentage of
building contractor respondents citing lower building activity increased from a net 15% in
2013Q2, to a net 39% during 2013Q3. After a net 7% reported employment growth in
2013Q2, a net 15% of the building contractors reported labour retrenchments during the
survey quarter. During 2013Q4, further job shedding is foreseen by a net 23% of respondents.
Furthermore, 69% rated insufficient demand for building work as a constraint to their business

operations.

Figure 7: Eastern Cape
Business confidence
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Despite reporting weaker profitability during the survey quarter, the tempo eased slightly.
Compared with a net 43% during 2013Q2, a net 39% reported lower profits during 2013Q3.
In the coming quarter, a net 31% anticipate lower profit margins. The intensity of tendering
competition moderated marginally. Compared to 50% in 2013Q2, 46% of respondents
reported keener competition during the survey quarter. Inadequate access to credit was a
challenge to 19% of the survey participants. Order books lengthened a bit as the average
number of months’ work accounted for by the work on hand rose from 4.20 months in
2013Q2, to 5.30 months in 2013Q3. The median number of months rose from 3.5 to four

months.



Gauteng

The overall business confidence of building contractors (GP) rose from a level of 25 in
2013Q2, to an index value of 39 in 2013Q3. Despite this rise in business confidence,
building activity fell sharply. The percentage of respondents citing lower building activity
escalated from a net 8% in 2013Q2, to a net 47% in 2013Q3. Sixty-nine per cent of the
respondents to the survey reported insufficient demand for building work as a constraint to
their business operations. The survey participants continued to shed jobs. A net 31% reported

job shedding during the survey quarter.

Profitability remained under pressure, as reported by a net 58% of respondents. However, a

smaller net 17% of respondents anticipate lower profits during the coming quarter.

Figure 8: Gauteng

Business confidence

100

75

50

25 +

2009 2010 2011 2012 2013

The survey respondents reported an improvement in several constraints that hampered the
successful running of their businesses. Tendering competition eased. Only three out of ten of
the building contractor respondents experienced inadequate access to credit. Order books
lengthened a bit. The average number of months” work accounted for by the work on hand
rose from 4.95 months in 2013Q2 to 5.31 months in 2013Q3. The median number of
months increased from three to four months. Nonetheless, a shortage of skilled workers

remains a concern for 53% of the building contractors surveyed.
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KwaZulu-Natal

After rising above the neutrality level of fifty during 2013Q1 (52) and 2013Q2 (55), the
overall business confidence of building contractors (KZN) dropped to an index value of 44
during 2013Q3. The fall in business confidence was reflected in a number of underlying sub-

indicators.

Business conditions weakened slightly. The percentage of building contractor respondents
citing a lack of demand for building work rose from 61% in 2013Q2, to 71% during the
survey quarter. Building activity levels shrank further. A net 15% reported lower building
demand. Compare this to a net 13% a quarter earlier. Profit margins dwindled further.
Compared with a net 31% during 2013Q2, a net 40% reported lower profits. Consequently,

labour retrenchments intensified.

Figure 9: KwaZulu-Natal
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Tendering competition eased slightly. Order books lengthened. The average number of
months’ work accounted for by the work on hand rose from 5.19 months in 2013Q2, to 6.50
months during the survey quarter. The median number of months increased from three to four

months.

The building contractors surveyed were plagued with several constraints that impeded the
success of their operations. Half of the respondents rated the shortage of skilled labour as a

constraint. The percentage of respondents reporting an inadequate supply of building

11



materials increased from 18% in the previous quarter, to 29% during 2013Q3. Thirty-seven
per cent reported that it was difficult to obtain credit. This is a significant increase compared
with 22% during 2013Q2. Compared to a year ago, a small net four per cent of the survey

participants foresee worse trading conditions in 2013Q4.

Western Cape

The overall business confidence of building contractors (WC) recovered from an index value of
38 in 2013Q2, to a level of 45 during 2013Q3. There were improvements across the various
sub-indices. In 2013Q2, a net 37% of the building contractors surveyed reported a fall in
building activity. During the survey quarter, a net 18% cited a rise in activity. A net 20% of the

survey participants anticipate the rise in building activity to continue in 2013Q4.

The percentage of building contractor respondents citing weaker profitability declined. In
2013Q2, a net 50% reported lower profits. A net 27% reported weaker profits during
2013Q3. A net 10% anticipate a rise in profit margins during 2013Q4. When compared to
the net 25% reporting labour retrenchments in 2013Q2, none of the respondents cited job
shedding during the survey quarter. In fact, a net 10% of the building contractor respondents

expect to create new jobs in 2013Q4.

Figure 10: Western Cape
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Tendering competition eased. Although there has been a decline in the percentage of building

contractor respondents citing insufficient demand for building work, the number remains high.

12



Sixty-nine per cent mentioned insufficient demand for building work as a hindrance to their
business operations. This percentage is lower than the 78% recorded in 2013Q2. According
to 45% of the respondents, business operations were curtailed by a scarcity of skilled labour.
This is a minor improvement compared to 47% in 2013Q2. The percentage of respondents
who cited their firms’ inadequate access to credit dropped from 40% in 2013Q2, to 32%
during 2013Q3.

Order books shortened. The average number of months” work accounted for by the work on
hand moderated from 5.07 in 2013Q2, to 4.70 months in 2013Q3. The median number of
months dropped from five to 4.70 months.

It is welcome news that a net 25% of building contractors foresee better overall business

conditions during 2013Q4.

13
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Construction Industry

Total

The overall business confidence of civil contractors declined marginally from 48 in 2013Q2,
to a level of 44 in 2013Q3. Business conditions deteriorated markedly. Seventy per cent of the

participants reported insufficient demand for new construction work.

Figure 11: Total
Business confidence
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The survey participants reported some improvements. Even though the lack of demand for
building work remained high, the percentage of respondents citing lower construction activity
fell slightly from 21% in 2013Q2, to 20% in 2013Q3. A net 5% expect a rise in construction
activity in 2013Q4. Compared with a net 39% in 2013Q2, a net 33% reported lower profits
during 2013Q3. The tempo of job shedding also eased. Order books lengthened. Compared
to 5.93 months in 2013Q2, the average number of months” work accounted for by the work

currently on hand is reported to be 6.14 months. The median rose from four to five months.

Forty-nine per cent of the civil contractors sampled rated the shortage of skilled labour as a
limitation to business success. Tendering competition became keener, as reported by 46% of
respondents. Nonetheless, a net 3% of the survey participants expect business conditions to

improve in the forthcoming quarter.
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Grades comparison

The accompanying graph reflects the confidence levels of civil contractor respondents during
the period 2009Q1 and 2013Q3. Possible explanations for the observed changes in business

confidence are found below.

Figure 12: Business confidence per grade
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The business confidence of civil contractors in Grades 3 & 4 escalated from an index level of

56 in 2013Q2, to a value of 59 in 2013Q3. This index is at its highest level since 2009Q1.

During the past quarter, a net 26% of the civil contractor respondents cited lower construction
activity. In 2013Q3, construction activity stabilised. Better still, a net 12% of the survey

respondents anticipate a rise in construction activity in the coming quarter.

The average number of months” work accounted for by the work on hand increased from 5.13
months in 2013Q2, to 6.38 months in 2013Q3. Similarly, the median rose from 3.00 to
5.00 months. Thus, order books lengthened.

16



Figure 13: Grade 3 & 4
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Competition when tendering on new projects slackened. The percentage of respondents
stating insufficient demand for construction work lessened from 65% in 2013Q2, to 60% in
2013Q3. Pressure on profit margins eased. Only a net 9% of the respondents foresee lower
profit margins in the forthcoming quarter. Compared to a net 30% reporting job shedding in
the previous quarter, labour retrenchments stabilised during the survey quarter. A net 4% of

respondents stated that they would create new jobs in 2013Q4.

Grades 5 & 6

The business confidence of civil contractors in Grades 5 & 6 rose by one point from an index
level of 40 in 2013Q2, to a value of 41 in 2013Q3. This slight improvement in business
confidence is not reflected in the majority of the underlying sub-indicators. Overall business
conditions deteriorated. Construction activity continued to fall. Pressure on profit margins was
reported by a net 39% of the civil contractors surveyed. The percentage of civil contractors
reporting labour retrenchments increased from a net 28% in 2013Q2, to a net 43% in
2013Q3. However, only a net 2% of the survey participants expect further employment losses

during the coming quarter.

Seventy-one per cent of the civil contractors surveyed cited a lack of demand for construction

work as an impediment to the success of their business operations.

17



Figure 14: Grade 5 & 6
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Competition in tendering intensified. Compared with 44% in 2013Q2, 54% of respondents
quoted stiffer competition when tendering on new construction projects. Fifty-two per cent
rated the scarcity of skilled labour as a constraint that hampered their business operations.
With an average of 5.75 months” work accounted for by the work on hand during the survey

quarter, order books shortened slightly. Compare this with 5.83 months during 2013Q2.

Grades 7 & 8

The overall business confidence of civil contractors in Grades 7 & 8 dropped noticeably from
an index number of 50 in 2013Q2, to a level of 35 in 2013Q3. Following a marginal
improvement in 2013Q2, overall business conditions deteriorated sharply during 2013Q3.
Construction activity fell. Although the percentage of civil contractor respondents quoting
lower profitability declined from a net 45% in 2013Q2, to a net 28% in 2013Q3, profit

margins remain depressed. Job shedding continued, albeit at a slower pace.

18



Figure 15: Grade 7 & 8
Business confidence
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Civil contractor survey respondents were faced with a number of obstacles which hampered
the successful running of their business operations. Chief among them was insufficient demand
for construction work. Compared with 73% in 2013Q2, 78% reported weak demand for civil
contractor services during the survey quarter. Order books shortened. During 2013Q3, the
average number of months” work accounted for by the work on hand was 6.48 months, down

from 7.86 months in the previous quarter.

Tendering competition was keener. In the previous quarter, 30% of the survey respondents
cited stiffer tendering competition. During the survey quarter, 54% reported keener
competition. A shortage of skilled labour constrained the successful operation of 48% of the

businesses that took part in the survey.

Regarding access to credit, 22% reported to have experienced challenges which hampered the
successful operations of their businesses. Three out of ten of the firms surveyed reported the

inadequate supply of building materials as a constraint.

Provincial comparison

The accompanying graph reflects the regional confidence levels of civil contractor respondents
during the period 2009Q1 to 2013Q3. Refer to the section below for possible factors that

could have impacted on the changes in confidence levels in the various regions.
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Figure 16: Business confidence per province
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Eastern Cape

The overall business confidence of civil contractors (EC) retreated from a record high index
value of 86 on 2013Q2, to a level of 78 during 2013Q3. Despite this drop, business

confidence remains high.

The percentage of respondents citing growth in construction activity rose sharply from zero in
2013Q2, to a net 27% in 2013Q3. Thirty per cent of the civil contractor respondents

anticipate higher construction growth in the coming quarter.

Pressure on profit margins stabilised. The survey participants expect this stabilisation to
continue during 2013Q4. Unlike in 2013Q2, during which jobs were shed, new jobs were
created in the survey quarter. During 2013Q2, a net 13% of the civil contractor respondents
reported retrenchments. In 2013Q3, a net 36% of respondents reported having created new
jobs. More new jobs are expected to be created in 2013Q4 as reported by a net 30% of

respondents.
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Figure 17: Eastern Cape
Business confidence
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Demand for construction work increased slightly. Compared with a net 66% in 2013Q2, a
lower net 50% of respondents cited inadequate demand for construction work. However, a

shortage of skilled labour hindered the successful operation of 54% of the respondents.

Order books lengthened considerably. The average number of months” work accounted for by
the work on hand escalated from 6.86 months in 2013Q2, to 10 months in 2013Q3.
Nonetheless, compared to a net 33% in 2013Q2, the percentage of civil contractor firms

citing insufficient access to credit as a business constraint rose to 36% in 2013Q3.

Gauteng

The overall business confidence level of civil contractors (GP) remained unchanged at the

neutrality value of 50 during 2013Q3.

Nevertheless, there was a deterioration in a number of the underlying sub-indices. Compared
to a net 59% in 2013Q2, a net 78% of the civil contractor respondents stated that insufficient
demand for construction work was an obstacle to the successful running of their businesses.
Construction activity deteriorated further. A net 28% of respondents cited lower activity levels.

Compare this with a net 5% during 2013Q2.
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Figure 18: Gauteng

Business confidence
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Tendering competition intensified. A shortage of skilled labour was a concern for a net 42% of
firms surveyed. This is slightly higher when compared to a net 38% during the previous
quarter. The average number of months’ work accounted for by the work on hand declined
somewhat from 8.63 months in 2013Q2, to 7.59 months in 2013Q3. Thus, order books

became shorter.

Despite unfavourable trading conditions, the rate at which the civil contractor respondents
retfrenched workers moderated. Compared to a net 24% in 2013Q2, a net 8% reported
further job shedding during 2013Q3. Overall, survey participants foresee an improvement in
business conditions during 2013QA4.

KwaZulu-Natal

The overall business confidence of civil contractors (KZN) rose from a level of 35 in 2013Q2,
to a reading of 42 in 2013Q3. The percentage of respondents citing insufficient demand for
building work as a constraint dropped from 76% in 2013Q2, to 57% in 2013Q3.
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Figure 19: KwaZulu-Natal
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Construction activity improved. A net 47% reported poorer activity in 2013Q2. During the
survey quarter, that percentage fell to 33%. A net 16% of the survey respondents anticipate

growth in activity during 2013Q4.

A net 47% reported lower profit margins in 2013Q2. In 2013Q3, the percentage of
respondents citing lower margins fell marginally to a net 43%. Higher profits are expected by a
net 25% of the respondents during the forthcoming quarter. The rate at which the civil
contractor respondents laid off personnel eased somewhat. Compared with a net 14% in
2013Q2, only a net 8% of them reported having retrenched workers during the survey
quarter. Half of the respondents cited a lack of access to skilled labour as a constraint to the

success of their operations.

Order books showed variable results during the survey quarter. In comparison to 5.06 months
in 2013Q2, the average number of months’ work accounted for by the work on hand
declined to 4.91 months in 2013Q3. Yet, the median number of months rose from four to five
months. Competition in tendering became stiffer. Compared with a net 38% in 2013Q2, a net
57% of the civil contractor respondents cited keener tendering competition. Overall, a net
30% of the survey respondents foresee that business conditions could improve during the

coming survey quarter.
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Western Cape

The overall business confidence of civil contractors (WC) fell from a reading of 57 in 2013Q2,
to a value of 40 during 2013Q3. This drop in business confidence during the survey quarter
follows a marked increase between 2013Q1 (30) and 2013Q2 (57).

Figure 20: Western Cape
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Compared with the previous quarter, general business conditions deteriorated. Construction
activity fell further. The survey results show that respondents experienced a lack of demand for
construction work which hampered the success of their business operations. Compared to a
net 70% in 2013Q2, a net 76% of the civil contractor respondents reported weaker demand

for construction work during the survey quarter. This translated into an increase in job

shedding.

Pressure on profits eased somewhat. Nonetheless, a net 32% expect profit margins to tighten
in 2013Q4. Fifty per cent of respondents cited keener competition in tendering. Furthermore,

50% experienced a shortage of skilled labour during the survey quarter.

Accessing credit was a challenge for 33% of the survey participants. Twenty-one per cent rated
the inadequate supply of construction materials as a constraint to their business operations.
Compare this with 28% in 2013Q2. Order books lengthened by a small margin. The average
number of months” work on hand improved from 3.78 months in 2013Q2, to 4.00 months in
2013Q83.
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Building Contractor: Survey Results
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Building Contractors : Total

12Q4 13Q1 13Q2 | 13Q3 13Q4*
Business confidence ° 36 36 43 46
Change in business conditions ' -20 -19 -26 -14 -7
Growth in building activity ! -32 -26 -22 -25 -5
Growth in number of people employed ! -25 -31 -20 -18 -6
Growth in profitability of the business ' -43 -42 -47 -39 -12
Tendering competition ! 34 26 49 39
Percentage rating shortage of skilled labour a constraint 2 54 50 43 51
Percentage rating inadequate supply of building materials a constraint 2 32 30 30 29
Percentage rating insufficient demand for building work a constraint 2 75 75 66 68
Percentage rating firm’s inadequate access to credit a constraint 2 32 34 32 31
Months' work accounted for by the work on hand: median no 4.00 4.00 4.00 4.00
Months' work accounted for by the work on hand: average no. 5.56 5.86 5.20 6.07
Expected.
! Net balance.
2 The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at all” is discarded. The results are then

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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Building Contractors : Grades 3 & 4

12Q4 13Q1 13Q2 13Q3 13Q4*
Business confidence 2 45 42 43 67
Change in business conditions ' 21 -26 26 -4 -4
Growth in building activity ! -24 -34 -32 17 4
Growth in number of people employed ' -9 -39 -28 -20 -8
Growth in profitability of the business ' -37 -53 -52 -45 -17
Tendering competition ! 31 27 32 48
Percentage rating shortage of skilled labour a constraint 2 65 43 44 51
Percentage rating inadequate supply of building materials a constraint 2 28 32 35 34
Percentage rating insufficient demand for building work a constraint 2 72 74 62 60
Percentage rating firm’s inadequate access to credit a constraint 2 30 34 37 28
Months' work accounted for by the work on hand: median no 3.00 3.00 2.00 5.00
Months' work accounted for by the work on hand: average no. 4.82 5.30 5.38 5.71

Expected.

! Net balance.
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Building Contractors : Grades 5 & 6

12Q4 13Q7 13Q2 13Q3 13Q4*
Business confidence 2 33 35 54 42
Change in business conditions ' -18 -11 -10 -17 -12
Growth in building activity ! -33 21 -9 -31 -13
Growth in number of people employed ! -32 21 -5 -12 -6
Growth in profitability of the business ' -38 -29 -33 -32 -11
Tendering competition ! 40 25 47 34
Percentage rating shortage of skilled labour a constraint 2 46 50 37 50
Percentage rating inadequate supply of building materials a constraint 2 34 27 21 21
Percentage rating insufficient demand for building work a constraint 2 77 72 62 68
Percentage rating firm’s inadequate access to credit a constraint 2 36 35 27 33
Months' work accounted for by the work on hand: median no 4.00 5.00 4.00 3.50
Months' work accounted for by the work on hand: average no. 5.30 6.03 5.16 5.91
Expected.
! Net balance.
2 The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at all” is discarded. The results are then

multiplied by 100/67 = 1,49 to convert it fo an index that can vary between 0 and 100.
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Building Contractors : Grades 7 & 8

12Q4 13Q17 13Q2 13Q3 13Q4*

Business confidence 2 29 26 14 24

Change in business conditions ' -25 -22 -66 -23 0
Growth in building activity ! -42 -22 -40 -23 0
Growth in number of people employed ! -34 -41 -47 -29 -7
Growth in profitability of the business ' -58 -50 -73 -47 -6
Tendering competition ! 31 32 80 35
Percentage rating shortage of skilled labour a constraint 2 52 61 60 55
Percentage rating inadequate supply of building materials a constraint 2 33 34 50 41

Percentage rating insufficient demand for building work a constraint 2 77 86 84 80
Percentage rating firm’s inadequate access to credit a constraint 2 27 31 36 33

Months' work accounted for by the work on hand: median no 6.00 6.00 3.00 4.00

Months' work accounted for by the work on hand: average no. 6.90 6.40 5.13 6.88

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al
multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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Building Contractors : Eastern Cape

124 13Q1 13Q2 13Q3 13Q4*

Business confidence ° 30 31 38 38

Change in business conditions ' 9 -7 -7 -23 -31
Growth in building activity ! 0 -7 -15 -39 -31
Growth in number of people employed ! -18 21 7 -15 -23
Growth in profitability of the business ' -27 -36 -43 -39 -31
Tendering competition ' 37 15 50 46

Percentage rating shortage of skilled labour a constraint 2 59 53 42 61

Percentage rating inadequate supply of building materials a constraint 2 18 28 32 19

Percentage rating insufficient demand for building work a constraint 2 73 89 68 69

Percentage rating firm’s inadequate access to credit a constraint 2 9 21 21 19

Months' work accounted for by the work on hand: median no 3.00 4.50 3.50 4.00

Months' work accounted for by the work on hand: average no. 4.57 517 4.20 5.30

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al
multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

is discarded. The results are then
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Building Contractors : Gauteng

124 13Q1 13Q2 13Q3 13Q4*

Business confidence ° 30 21 25 39

Change in business conditions ' 21 -22 -38 -16 -17
Growth in building activity ! -37 -40 -8 -47 -33
Growth in number of people employed ! -16 -46 -30 -31 -11
Growth in profitability of the business ' -42 -52 -61 -58 -17
Tendering competition ! 26 32 69 37

Percentage rating shortage of skilled labour a constraint 2 61 59 61 53

Percentage rating inadequate supply of building materials a constraint 2 38 39 42 37

Percentage rating insufficient demand for building work a constraint 2 75 77 66 69

Percentage rating firm’s inadequate access to credit a constraint 2 35 41 50 32

Months' work accounted for by the work on hand: median no 6.00 3.00 3.00 4.00

Months' work accounted for by the work on hand: average no. 6.50 4.80 4.95 5.31

Expected.
! Net balance.

The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

Iu

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at all” is discarded. The results are then

multiplied by 100/67 = 1,49 to convert it to an index that can vary between 0 and 100.
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Building Contractors : KwaZulu-Natal

124 13Q1 13Q2 13Q3 13Q4*

Business confidence ° 45 52 55 44

Change in business conditions ' -3 -11 -19 21 -4
Growth in building activity ! -14 -20 -13 -15 13
Growth in number of people employed ! -17 -20 -18 -27 -5
Growth in profitability of the business ' -31 -31 -31 -40 -13
Tendering competition ' 31 28 26 24

Percentage rating shortage of skilled labour a constraint 2 51 41 41 50

Percentage rating inadequate supply of building materials a constraint 2 32 26 18 29

Percentage rating insufficient demand for building work a constraint 2 68 75 61 71

Percentage rating firm’s inadequate access to credit a constraint 2 35 38 22 37

Months' work accounted for by the work on hand: median no 3.50 4.00 3.00 4.00

Months' work accounted for by the work on hand: average no. 6.41 5.71 5.19 6.50

Expected.

Net balance.

The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at all” is discarded. The results are then

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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Building Contractors : Western Cape

124 13Q1 13Q2 13Q3 13Q4*

Business confidence ° 21 40 38 45

Change in business conditions ' -43 -5 -36 -9 25
Growth in building activity ! -38 5 -37 18 20
Growth in number of people employed ! -33 -20 -25 0 10
Growth in profitability of the business ' -47 -20 -50 -27 10
Tendering competition ! 43 45 56 36

Percentage rating shortage of skilled labour a constraint 2 52 50 47 45

Percentage rating inadequate supply of building materials a constraint 2 28 30 34 27

Percentage rating insufficient demand for building work a constraint 2 86 73 78 69

Percentage rating firm’s inadequate access to credit a constraint 2 27 25 40 32

Months' work accounted for by the work on hand: median no 4.00 5.00 5.00 3.50

Months' work accounted for by the work on hand: average no. 4.35 6.19 5.07 4.70

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al
multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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is discarded. The results are then
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Civil Contractor: Survey Results
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Civil Contractors: Total

12Q4 13Q17 13Q2 13Q3 13Q4*
Business confidence 2 38 42 48 44
Change in business conditions ' -20 -24 -13 -27 3
Growth in construction activity ' -30 -30 21 -20 5
Growth in number of people employed ' -25 -23 -29 -22 -5
Growth in profitability of the business ' -44 -44 -39 -33 -10
Tendering competition ! 46 43 42 46
Percentage rating shortage of skilled labour a constraint 2 38 52 41 49
Percentage rating inadequate supply of construction materials a constraint 2 27 35 29 26
Percentage rating insufficient demand for construction work a constraint 2 72 73 70 70
Percentage rating firm’s inadequate access to credit a constraint 2 30 34 29 29
Months' work accounted for by the work on hand: median no 4.00 4.00 4.00 5.00
Months' work accounted for by the work on hand: average no. 5.26 5.42 5.93 6.14

Expected.

! Net balance.
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Civil Contractors : Grades 3 & 4

12Q4 13Q171 13Q2 13Q3 13Q4*
Business confidence 2 39 41 56 59
Change in business conditions ' 21 -42 -25 -14 20
Growth in construction activity ' -43 -59 -26 0 12
Growth in number of people employed ! -32 -47 -30 0 4
Growth in profitability of the business ' -56 -53 -35 -28 -9
Tendering competition ! 25 9 46 27
Percentage rating shortage of skilled labour a constraint 2 30 46 40 44
Percentage rating inadequate supply of construction materials a constraint 2 25 34 27 27
Percentage rating insufficient demand for construction work a constraint 2 61 71 65 60
Percentage rating firm’s inadequate access to credit a constraint 2 33 32 26 39
Months' work accounted for by the work on hand: median no 3.00 3.50 3.00 5.00
Months' work accounted for by the work on hand: average no. 3.88 5.21 5.13 6.38
Expected.
! Net balance.
2 The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al

|

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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Civil Contractors : Grades 5 & 6

12Q4 13Q17 13Q2 13Q3 13Q4*
Business confidence 2 26 38 40 41
Change in business conditions ' -38 -31 212 -31 -10
Growth in construction activity ' -47 -32 -26 -28 0
Growth in number of people employed ! -36 -30 -28 -43 -2
Growth in profitability of the business ' -45 -45 -40 -39 -9
Tendering competition ! 51 48 44 54
Percentage rating shortage of skilled labour a constraint 2 40 59 43 52
Percentage rating inadequate supply of construction materials a constraint 2 23 39 36 23
Percentage rating insufficient demand for construction work a constraint 2 82 77 71 71
Percentage rating firm’s inadequate access to credit a constraint 2 27 35 30 28
Months' work accounted for by the work on hand: median no 3.00 3.00 4.00 4.00
Months' work accounted for by the work on hand: average no. 4.18 4.31 5.83 5.75

Expected.

! Net balance.
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Civil Contractors : Grades 7 & 8

12Q4 13Q1 13Q2 13Q3 13Q4*
Business confidence 2 52 49 50 35
Change in business conditions ' 6 0 5 -36 7
Growth in construction activity ' 0 0 0 26 8
Growth in number of people employed ' -9 8 -25 -11 -15
Growth in profitability of the business ' -33 -37 -45 -28 -10
Tendering competition ! 55 65 30 54
Percentage rating shortage of skilled labour a constraint 2 41 50 40 48
Percentage rating inadequate supply of construction materials a constraint 2 33 32 20 30
Percentage rating insufficient demand for construction work a constraint 2 70 70 73 78
Percentage rating firm’s inadequate access to credit a constraint 2 31 35 35 22
Months' work accounted for by the work on hand: median no 6.00 6.00 6.00 6.00
Months' work accounted for by the work on hand: average no. 7.12 6.94 7.86 6.48

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al

|

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.

50

The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

is discarded. The results are then
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Civil Contractors: Eastern Cape

12Q4 13Q171 13Q2 13Q3 13Q4*
Business confidence 2 40 33 86 78
Change in business conditions ' -32 17 11 36 30
Growth in construction activity ' -38 17 0 27 30
Growth in number of people employed ! -12 -25 -13 36 30
Growth in profitability of the business ' -56 -25 -13 0 0
Tendering competition ! 56 67 22 55
Percentage rating shortage of skilled labour a constraint 2 47 54 55 54
Percentage rating inadequate supply of construction materials a constraint 2 31 33 27 27
Percentage rating insufficient demand for construction work a constraint 2 74 75 66 50
Percentage rating firm’s inadequate access to credit a constraint 2 28 29 33 36
Months' work accounted for by the work on hand: median no 3.00 6.00 6.00 6.50
Months' work accounted for by the work on hand: average no. 4.00 4.91 6.86 10.00
Expected.
! Net balance.
2 The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al

|

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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is discarded. The results are then
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Civil Contractors : Gauteng

124 13Q1 13Q2 13Q3 13Q4*

Business confidence ° 40 48 50 50

Change in business conditions ' 0 0 0 -28 0
Growth in building activity ! -9 -4 -5 -28 4
Growth in number of people employed ! -18 4 -24 -8 -9
Growth in profitability of the business ' -37 -39 -43 -34 -9
Tendering competition ! 68 57 33 52
Percentage rating shortage of skilled labour a constraint 2 34 54 38 42
Percentage rating inadequate supply of building materials a constraint 2 23 28 28 29
Percentage rating insufficient demand for building work a constraint 2 71 66 59 78
Percentage rating firm’s inadequate access to credit a constraint 2 25 39 29 22

Months' work accounted for by the work on hand: median no 6.00 6.00 4.00 5.00

Months' work accounted for by the work on hand: average no. 8.00 8.05 8.63 7.59

Expected.

Net balance.

The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at all” is discarded. The results are then

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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Civil Contractors : KwaZulu-Natal

12Q4 13Q17 13Q2 13Q3 13Q4*

Business confidence 2 56 60 35 42

Change in business conditions ' 0 -19 -39 -39 30
Growth in construction activity ' 21 -31 -47 -33 16
Growth in number of people employed ! -11 -10 -14 -8 16
Growth in profitability of the business ' -42 -45 -47 -43 25
Tendering competition ! 26 49 38 57

Percentage rating shortage of skilled labour a constraint 2 47 53 48 50

Percentage rating inadequate supply of construction materials a constraint 2 39 38 33 28

Percentage rating insufficient demand for construction work a constraint 2 63 71 76 57

Percentage rating firm’s inadequate access to credit a constraint 2 39 32 31 14

Months' work accounted for by the work on hand: median no 4.00 4.00 4.00 5.00

Months' work accounted for by the work on hand: average no. 3.94 5.35 5.06 4.91

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al

|”

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

is discarded. The results are then




Business confidence

100
75 |
AN NA
AIRAYANARY
25 |
0 I I I I I I I I I I I I I I
2009 2010 2011 2012 2013
Growth in construction activity
100
Expected
50 + l
(T e
-50 -+ H H H
-100 — — — — -
2009 2010 2011 2012 2013
Growth in profitability
100
Expected
50 + *
0 U H H H H J H H H
-50 H
-100
2009 2010 2011 2012 2013

100

Change in business conditions

50 +

Expected

v

-50 4

-100

[ L

AR

100

2009

2010 2011 2012 2013

Tendering competition

50 -

AR

-100

100

2009

" 2010 2011 2012 2013

Insufficient building work demand

75 +

50 +

25 +

(o]
2009

57

2010 2011 2012 2013



Civil Contractors : Western Cape

12Q4 13Q17 13Q2 13Q3 13Q4*

Business confidence 2 38 30 57 40

Change in business conditions ' -24 -28 -9 -36 -5
Growth in construction activity ' -32 -23 -9 -13 -10
Growth in number of people employed ' -39 -24 -31 -40 -30
Growth in profitability of the business ' -41 -30 -39 27 -32
Tendering competition ! 53 43 43 50

Percentage rating shortage of skilled labour a constraint 2 23 45 34 50

Percentage rating inadequate supply of construction materials a constraint 2 20 35 28 21

Percentage rating insufficient demand for construction work a constraint 2 72 84 70 76

Percentage rating firm’s inadequate access to credit a constraint 2 32 30 35 33

Months' work accounted for by the work on hand: median no 400 400 300 3.00

Months' work accounted for by the work on hand: average no. 5 44 468 378 4.00

Expected.

Net balance.

0,67%; those rating it as “slightly” by 0,33% and those rating it as “not a constraint at al

|”

multiplied by 100/67 = 1,49 to convert it o an index that can vary between 0 and 100.
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The index is calculated as follows: The answers of respondents rating a particular constraint as “serious” is weighted by

is discarded. The results are then
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Mr Katlego Lekwakwe
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