Annual Report
2014/15

P O Box 1983, Ruimsig, 1732
Email: office@aspasa.co.za
www.aspasa.co.za

Unit 8, Coram Park, Ferero Road, Randpark Ridge
Tel: 011 791 3327 / 083 419 0010
S26O 06’ 08, 1” / E027O 56’ 5”

Director: Nico Pienaar
Mancom: Gert Coffee (Chair); Glenn Johnson; Lance Grey; Riaan Redelinghuys; Tobie Wiese; Marcel Fynn; Jurgens du Toit

ASPASA ANNUAL REPORT – 2014 / 15

______________________________________________________________
WHAT IS ASPASA'S VISION?

ASPASA is committed to represent a healthy and sustainable aggregate industry.

WHAT IS ASPASA'S MISSION?

ASPASA will contribute to achieving is Vision by:Developing the expertise - relationships and standing to allow it to shape key aspects of the industry environment;
Providing tangible and valued support to its members in their businesses.

MEMBERS AS AT 31 MARCH 2015

















Afrimat
Ballito Crushers
Ciolli Bros
Eskay Crushers
Idada Trading 5
Janniek Mining
Lafarge Mining
Mamelodi Quarry
Midmar Crushers
Plastistone
Portland Quarry
Rietspruit Crushers
South Coast Stone Crushers
Stone and Allied
Supacrush Quarries
Transkei Quarries




Dynamic Weigh Systems
Pratley

PRODUCER MEMBERS
 Afrisam
 Blurock Quarries
 Drift Super Sand
 Nelspruit Crushers
 Idwala Industrial
 Krosa
 Labucon
 Megamix (Argent Industrial)
 OMV Crushers
 PPC
 Raumix Aggregates
 Robberg Quarry
 SPH Kundalila
 Stonewell/Dorning Crushers
 Umhlali Quarry
 Wearne Aggregates
ASSOCIATE MEMBERS
 Martin & East
 Transand (Pty) Ltd
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MANCOM MEMBERS

Gert Coffee

-

Afrimat

Glenn Johnson

-

Afrisam

Riaan Redelinghuis

-

PPC

Jurgens du Toit

-

NPC

Lance Gray

-

W G Wearne

Tobie Wiese

-

Raumix

Marcel Fynn

-

Lafarge

-

Chairperson

2014 ASPASA AWARDS

ASPASA ISHE Audit 2014 Awards
Award
Top Performer 2014
Top
Independent
Performer 2014
Most Improved Operations

Company
Afrisam
Midmar
Crushers
Umhlali Quarry
Drift

Operation
Newcastle
KZN

Score/comment
97,64%
96,23%

KZN
Laezonia

Consistency in achieving
Showplace

Afrisam

Newcastle
Ladysmith
Coedmore
Verulam
SPH Centurion
Laezonia
Northern Region
Southern Region
Newcastle/Ladysmi
th
Eastern Region
Eastern Region
National

Both more than 30% improvement.
Achieve higher than average of
2014
97,64%
96,98%
96,87%
96,45%
95,28%
95,10%
Letisha van den Berg
Chris Pillay
Gerrie Van Antwerp
Elton Goosen
Bertus Rossouw

Safety
&
Health
Management Excellence
Safety Practitioner

Safety
Management
Commitment & Support

Raumix
PPC
Afrisam
Afrisam
Lafarge
Raumix
Afrimat
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Katarien Deysel
Mogamat Bailey
Brian Wevell
Steven Jansen van Vuuren
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ASPASA About Face RSA 2014 Awards
Award
Top Score 2014
Highest
Score
First
Runner-up
Best Physical Conditions
Top
non-quarrying
operation
Most Improved Quarry
Best
performing
New
Member
Consistent High Performer
across a Group

Top Performing Group
Management Excellence –
Two or More Operations

Company
PPC
AfriSam

Operation
Mooiplaas
Peninsula

Score/comment
98.9%
98.88%

Lafarge
AfriSam
SPH-Kundalila

Moregrove
Newcastle
Aggeneys

98.7%
96.8%
98.83%

Lafarge
Umhlali Quarry
Robberg Quarry
Infrasors
Raumix

Komatipoort
KZN
Plettenburg Bay
Marble Hall
Aliwal
North,
Cradock,
Queenstown,
Rosslyn, Rossway,
Willows
13/15 Showplaces
Ave Score 96.26%
Prince Kwela (Pmb
& Umlaas)
Anton Marnewick
(Harrismith & Qwa
Qwa)
Wendy Pienaar
Louis de Wet

95.91%
±20% improvement

Lafarge
Aggregates
AfriSam
AfriMat

Environmental Practitioner
of 2014

Lafarge
Afrimat

Picture – Courtesy – Afrisam Newcastle
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Aspasa visits Afrisam Newcastle for the KZN Regional Meeting
In the picture – left to right
Alan Cluett – Environmental Auditor. Mary-Ann Sutton – Office Manager, Marius van
Deventer – H & S Auditor, Nico Pienaar - Director

SPECIAL THANKS TO

We wish to extend our sincere thanks to our Mancom members for their continued support during the year.
We look forward to another successful mutually beneficial working relationship with all our members as well as
Mancom members.

To our office staff, we also wish to extend our thanks. Without their support and dedication the office would not
run smoothly.
Thanks to
Nico Pienaar – Director
Karen Jacobs – Bookkeeper
Mary-Ann Sutton – Office Manager.
A special words of thanks to our 2 auditors, Marius van Deventer – Health & Safety and Alan Cluett –
Environmental audits. Marius and Alan do extensive work out there in the field to ensure and assist that our
quarries comply with the legal requirements. They are instrumental in the success of Aspasa.
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SUMMARY OF FINANCIAL POSITION

Income

=

R3 858 090.03

Expenses

=

R3 306 741.50
____________
R 551 348.00
____________

Reserves

=

R1 650 703.24
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ANNUAL REPORT – ASPASA
(Special thanks to BMI for input)

Introduction
Another year has passed and more to report on from Aspasa’s side.
Aspasa has been busy and it seems that every year there is more and more work done by Aspasa. The work
load to be handled in our industry is substantial. As the Chairperson of Aspasa, I am aware of all the issues that
are dealt with on behalf of industry.
Aspasa has been busy, but so has companies and it is becoming more and more challenging for leaders in this
industry. The current environment we are working in is characterised by uncertainty and rapid change. Many
issues are playing a role in management’s lives. Due to this there is a big role for Aspasa to play to help the
industry and individual companies.
Challenging Times
The world economy is expanding at a subdued pace. The world market down over the last two years and
indications of the global economy slowly gain momentum with low-growth.
Competing in turbulent times
The current operating environment in which today’s leaders’ navigate is characterized by uncertainty and rapid
change, with the growing influence of technology impacting business decisions and organisational behaviour.
Despite improved global financial conditions and reduced short-term risks, the world economy continues to
expand at a subdued pace. After a marked downturn over the past two years, global economic activity is
expected to slowly gain momentum with a low-growth pattern expected to persist for at least several years. The
macro environment in which senior leaders must learn to operate is no longer characterised by extraordinarily
rapid growth punctuated by short and sharp V-shaped downturns and recoveries that affect only particular
geographies.
In the meantime, the world will face much greater uncertainty, as conflicting views of the world play out on a dayto-day basis. As a result, companies need to plan for a VUCA environment during the transition that is now
underway.
Volatility, Uncertainty, Complexity and Ambiguity will be the order of the day. We can accept that the new
normal is also underway in South Africa. It is evident that it is not technical issues bedevilling the Industry. Many
Political, Economic and Social issues affect the trends in the Industry, most of which are out of control of the
Industry.
Jeffrey Immelt, the chairman and CEO of General Electric (GE), the world’s largest infrastructure and technology
company recently addressed the GIBS (Gordon Institute of Business Science) Forum. GE employs over 300 000
employees in 130 countries and has added significantly to the South African economy for more than 100 years.
Mr Immelt says creating jobs is the most important task globally.
As leader of a $240bn company — a market capitalisation equal to two-thirds of SA’s gross domestic product, his
words carry a lot of weight. He told his GIBS audience that those at the apex of companies could "fail" when
leading in an "uncertain world". "CEOs can fail — the job is so humbling," he says.
According to him the world is now experiencing "uneven" growth, rapid advances in technology, the highest ever
income inequality, and is in "unprecedented territory in terms of what central banks have done globally".
"I think we will be in this pattern of slow growth and uncertainty for a long time," he says.
Leaders need to have an "incredible will to win", need to learn all the time, be resilient, show self-awareness
and self-confidence in the right combination, and be able to stand apart when making risky decisions. They must
also be "givers" not "takers".
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Global Economic Outlook
Global economic growth projections have been revised down in recent months, and the pattern of slow growth is
likely to persist, with consequences for all developing economies.
A weak global economic recovery is projected over the next several years, with growth forecast to rise from 3.3
per cent in 2014 to 3.5 per cent in 2015 and 3.7 per cent in 2016.
The forecast growth rates of large emerging markets have been revised downwards. In emerging markets and
developing economies, growth is projected to dip to 4.3 per cent in 2015, improving to 4.7 per cent in 2016.
China’s GDP growth rate is projected to slow to 6.8 per cent in 2015.

The South African Economic Outlook
It is now clear that electricity shortages will constrain economic activity over the period ahead.
In this difficult environment, the 2015 Budget contributes to important changes under way that will place the
economy on a more solid foundation for sustainable growth in the future. These include shifting from a growth
path reliant on consumption to one led by investment, making the transition to a less energy-intensive economy,
strengthening tradable sectors with significant potential for job creation, and investing in cities to reverse
inequitable and inefficient patterns of human settlement.
Gross Domestic Product (GDP)
South Africa’s gross domestic product (GDP) forecast for 2015 has been revised down following the difficult
period experienced. The National Treasury projects GDP growth of 2 per cent in 2015, rising to 3 per cent by
2017. The moderately improving growth outlook will be supported by continued economic growth in much of subSaharan Africa, as well as better terms of trade and inflation gains associated with the lower oil price, and a more
competitive rand exchange rate. Inadequate electricity supply, however, will impose a serious constraint on output
and exports over the short term.
Gross Fixed Capital Formation (GFCF)
Gross fixed capital formation grew by just 0.2 per cent in the first three quarters of 2014, due mainly to a 2.8 per
cent contraction in private investment.
In buildings completed construction, growth is expected to improve during 2015, supported by the observed
increase in the real value of building plans passed – an indication of future building activity – and continued
government investment. Private-sector construction investment, however, has yet to gather pace.
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Inflation
Headline inflation rose from 5.8 per cent in 2013 to a peak of 6.6 per cent in June 2014, but subsequently
declined to 5.3 per cent in December 2014. A spike in maize and wheat prices combined with the effects of the
weaker exchange rate led to the initial rise, but strong global and domestic harvests and the sharp fall in world oil
prices eased pressures during the second half of 2014.
The main risks to the inflation outlook arise from regulated prices, particularly where infrastructure costs need to
be recovered (electricity, water and transport). Inflation is projected to decline to 4.3 per cent in 2015 from 6.1 per
cent in 2014.
Interest Rates
The MPC indicated at its November 2014 meeting that it viewed the risks to inflation to be more or less evenly
balanced between the upside and the downside, and the repurchase rate to be at an appropriate level for the time
being. As seen in the accompanying graph, the trajectory followed by the repurchase rate in the present upward
cycle in interest rates is very gradual compared to preceding cycles. This is consistent with the measured
approach followed by the MPC in which the need to vigilantly keep inflation under control is balanced against the
need to avoid unnecessary policy tightening in an environment of fragile economic growth.
Commitment to the NDP
As outlined by President Zuma in the State of the Nation Address on the 12th of February, Cabinet has agreed on
nine strategic priorities to be pursued this year, in partnership with the private sector and all stakeholders.
They include:
1) Resolving the energy challenge,
2) Revitalising agriculture,
3) Adding value to our mineral wealth,
4) Enhancing the Industrial Policy Action Plan,
5) Encouraging private investment,
6) Reducing workplace conflict,
7) Unlocking the potential of small enterprises,
8) Infrastructure investment, and
9) Support for implementation of the National Development Plan through in-depth, results-driven processes,
known as phakisa laboratories.
These goals all contribute to the vision of the National Development Plan (NDP). The Budget also reflects the
policy priorities contained in government’s medium-term strategic framework (MTSF), which identifies the key
actions required to implement the NDP.
Infrastructure spend
Between 2009/10 and 2013/14, the public sector spent R1.02 trillion on infrastructure.
Spending by general government – namely, national government, its agencies and provincial and local
government – has increased significantly since 2011. In comparison, the substantial increase in spending by state
owned companies such as Transnet and Eskom beginning in 2007/08 slowed in 2013/14 and 2014/15. In some
cases, capital expenditure by public corporations has declined.10 Investment in infrastructure is very important in
the economic cycle of the country. Government is committed to infrastructure spend as the table on the next page
illustrates. Some R813 billion is earmarked for the next three years. It is not clear whether this number includes
private investment in building and construction, or whether it only includes government planned expenditure.
We know that in the case of public housing there is a clear distinction between the role of the public sector and
the private sector, with the latter acting as the construction implementor while the financing and the planning is
provided by government. When the whole system of building and construction is considered it must include
buildings completed in both private residential and non-residential as well as public sector building (general
government, public corporations, private business enterprises), again for both the residential and non-residential
sectors.
However our understanding is that the subsidies for affordable housing is reported as consumption expenditure
by the SARB and consequently it is not included in public sector housing. Moreover, unrecorded residential and
non-residential additions and alterations is also not included. Consequently in our estimate of investment in
building we take these sectors into account and we arrive at an investment of some R1.4 Trillion over the next
three years.
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There is still some confusion about the definition of capital expenditure as propounded by the government. The
question remains whether it includes machinery and equipment, transport equipment and transfer costs. In our
view the capital expenditure programme relates to Gross Fixed Capital Formation (GFCF) for building (residential
and non-residential) and construction, including both the public and private sectors as well as affordable housing
and unrecorded additions and alterations. According to this definition (comprising some 50% of total gross fixed
capital formation) the expenditure for the next three years will be some R1.4 Trillion which is a considerable
investment.
The role of the Building, Construction and Property Industry in the Economy
The bubble was so big in the 1920s, that after it popped during the Great Depression, it would take 22 years for
non-residential construction investment to regain its pre-crash peak and 24 years for real spending on
residential construction to recover to its pre-crisis highs. (Richard Florida: The Great reset: 2010).
Current Reality of Investment in Building and Construction

The Building and Construction Industry is a large system of some R421-Billion with a Building Materials market of
about R253-Billion, which is distributed to a dispersed building market via the various retail chains and the
individual and franchised independent distributors.
Current reality of Investment in Building by Sector and Segment
The current reality of investment in building is further broken down by sector and segment in order to develop
deeper understanding of the context of the building industry.
It can be seen that the residential comprises 65% of total investment in building (when unrecorded residential
additions and alterations is included), whilst non-residential comprises 35% of the total.
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Business Confidence

We know that business confidence affects the risk aversion attitude or otherwise of potential investors. If
confidence is high, investors are willing to take the risk and to invest in long-term assets, such as property.
Therefore it is important to monitor the trend in business confidence in order to get early signs of change in
direction.
We are facing the same problem today that we faced in the later years of the great depression business today is
inhibited by uncertainty about the future, about the tolerance of an angry public, about a disaffected labour force,
and about what future government actions may be coming.
Animal spirits are the forces that drives all of this, and to understand animal spirits we have to use methodologies
outside of traditional economics, leading us to other social sciences.
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Five psychological factors are of particular importance;
1. Confidence;
2. Fairness;
3. Corruption and bad faith;
4. Money illusion; and
5. Stories.13
The MFA Composite Leading Indicator for the South African Building Industry (CLIBI) shown earlier, measures
the net business mood of stakeholders in the building industry on a scale of 0-100, with 50% being the neutral
line. It recorded a peak of 69 in late 2004. In 2009, the index dropped to 26, reflecting a lower turning point. This
building indicator then moved sideways during the next eighteen months. The haphazard movement evident in
the graph reflected an industry that was finding it difficult to gather sustainable momentum. The current reading in
2014Q4 is 47. Even though this indicator is just below the neutrality level of 50, it could be heralding improved
building prospects during 2015.
The market for major building product groups
The value of building materials used in 2014 was about R250 Billion in a total investment of about R422 Billion. It
is estimated that the market for the major building product groups, represents about R128 Billion or 32% of the
total investment in building and construction, and 53% of Total building and construction materials. Most of the
building materials required by the industry are manufactured locally. Luxury products do get imported as well as
commodity type products from countries with large production capacities and low costs. This is particularly
prevalent from China and Eastern European and Latin American countries.
The MAJOR BUILDING PRODUCT GROUPS constitute about R128 Billion (50%) of the total of R250 Billion
annual Building Materials market.
It can be noted that CEMENT is the largest product segment of the major building products, which comprises
some 54% of the R253 Billion of major building product groups and between them, represent very important
segments of the South African building industry.
Companies that operate in these environments are part of very large and relatively stable systems with a
momentum of their own. The risks inherent in large markets are clearly less than in smaller and more cyclically
sensitive markets. The South African Building and Construction Industries are also characterised by relatively few
large players in each of the 13 Akerlof and Shiller: 2009: ix 14 MFA Newsletter, December 2014.
The State of the Building Industry BMI Building Research Strategy Consulting Unit cc 18 major product segments
which also reduces the operating risk of these companies and of course of investors in these companies.
The main stakeholders operating in the major building product groups would also be the major participants in the
building materials manufacturing process. In this regard it is interesting to note the major stakeholders in
manufacturing by product segment and percentage of sales by value:
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It is evident that Aggregates and Sand is the second most important Building Product Group.
The industry is large and has momentum and critical mass and organizations operating in the major building
product sectors have the comfort that the market is large and will grow in tandem with the Building Industry in
total.
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The domestic market for cement in 2013 was just over 12 million tonnes. As the above graphic shows Resellers
represents 48.4% (5.97 million tonnes) of the total and readymixed concrete 15% (2.16 million tonnes).

The Market for Aggregates and Sand
The market for aggregates and sand is of course closely linked to the cement market although there are
applications of aggregates and sand (for example in road construction, and ballast for railway lines) that is not
related to the cement market. The demand for all building products is of course derived from, and linked to
building activity. It is estimated that the total market for Aggregates and Sand in 2013 was 108,8 million tonnes.

Overall prognosis and outlook: 2015 - 2020
The analysis of private residential and non-residential building plans passed and buildings completed shows
industry that is tentatively recovering. At this stage it cannot be assumed that the recovery will be strong under
the influence of the current forces operating at this time.
Positive signs are that Mortgage advances is gradually improving and the real estate market is certainly becoming
more buoyant. The concern is that the government infrastructure programme roll-out is uncertain.
This report analyses the trends in building plans passed and buildings completed exhaustively. However this does
not represent the entire industry. Therefore we take a wider systemic look at the industry including the unrecorded
components (not in the series building plans passed and buildings completed) including affordable housing and
unrecorded additions and alterations in both the residential and non-residential markets.
The gross fixed capital formation for residential and non-residential also does not include these unrecorded
components. Therefore when we consider only the trend in gross fixed capital formation we are ignoring
affordable housing and unrecorded additions and alterations. Both these segments are large in their own right
and obviously affect investment in building.
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