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EXECUTIVE SUMMARY 
 

The construction industry has been faced with a number of challenges in recent 

times. Industry players that include building, civil, electrical, mechanical, 

specialists and individual artisans have raised concerns on their inability to deliver 

on public sector projects in particular. Government is faced with low economic 

growth and fiscal challenges which has translated to its inability to pay contractors 

on time or to non-payment.  

 

The Construction Industry Council (CIC) has in response to the worsening cash-flow 

situation, which is gradually having a telling effect on the industry, undertaken a 

study to understand what has led to the prevailing situation, its impact, how industry 

has responded to mitigate its effects and possible solutions both in the short and 

long term.    

 

The study highlights a number of issues of concern that have been experienced by 

contractors during the 2016-2018 period. Analysis shows that since 2016, government 

has gradually shifted from making full payments to partial payments for projects 

under implementation. Furthermore, data shows that the ability for government to 

make timely payments to contractors has worsened when considering that the 

stipulated period for payment is within 3 months after claim has been made. There 

is a notable increase in delayed payments and turnaround time seems to shifting 

beyond 10 months. 

 

Evidence shows that over 80 percent of construction industry activity is largely 

dominated by government infrastructure projects. Analysis shows that 50 percent of 

contractor businesses is generated through getting government tenders. 

Furthermore, the high degree of the industry’s dependency on government business 

is further highlighted by the fact that 65.3% of respondents indicated that despite 

the ongoing payment related challenges, they will continue tendering for public 

sector driven projects.  
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The survey also highlights that industry has also used a number of strategies in an 

effort to mitigate the effects and to keep afloat. One such strategy is diversification 

towards private sector projects which may have come at an opportune time, 

particularly with the proposed increase in the local asset requirement ratio requiring 

non-bank financial institutions to increase their local asset holdings from 30 percent 

to 50 percent. 

 

Challenges faced by the industry include failure to pay salaries (31.6%) and suppliers 

(17.1%) on time. In response some of the contractors have resorted to take 

government to court over non/delayed payments. Furthermore, cash flow challenges 

have necessitated that contractors use bank overdraft facilities which is a concern 

as banks usually charge high interest. Some suppliers have now taken legal action 

against contractors for monies owed (1.3%). Contractors also highlighted a number 

of issues such as a decline in profitability, increasing financial costs, poor employee 

performance, increasing employee disputes and difficulty in undertaking new 

projects. Furthermore, they cite that loans have become more expensive. Last but 

not least, contractors are reportedly missing project deadlines and some have had 

to halt implementation of projects. 

 

Construction industry stakeholders, termed as those who provide services to 

contractors, are also grappling the effects of non or delayed payments by 

government. Survey responses sourced from suppliers of construction materials and 

financial institutions, suggests that credit and loan provisions extended to 

contractors undertaking public projects have drastically declined. There are slow or 

high defaults on re-payments which has led to these stakeholders becoming risk 

averse towards public sector driven projects.  

 

Major implications for the industry: 

 Evidence shows that in the past three years more than 415 employees have 

been retrenched by industry. 

 Contractors are owed more than E700 million by government, which is 

probably an understated figure considering that it is based only on survey 

respondents.  
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 Construction industry stakeholders (service providers) have also been 

impacted; as evidenced by slow payments for construction goods provided on 

credit by suppliers and high defaults on outstanding loans from financiers. 

 Indications are that government is no longer undertaking new major projects 

but is rather concentrating on ongoing infrastructure developments.  

 

To mitigate the effects of non or delayed payments in the short term and in future, 

contractors and construction industry stakeholders have recommended a number of 

strategies that can be implemented by industry and government and include the 

following:  

 

Strategies recommended by Contractors: 

 Government should establish a Construction Bank or Fund responsible for 

payment of tenders.  

 Government should ensure availability of funds before a project is 

undertaken.  

 Industry Associations should set up professional legal advice and services 

office to handle adjudication on dispute matters.  

 Government deposits funds in an escrow account managed by the CIC. 

 CIC should mediate between government and contractors and facilitate 

communication between the two parties.  

 
Strategies recommended by Construction Industry Stakeholders: 

 Develop and implement Infrastructure Investment Strategy and Fund. The 

Strategy is to mobilise funds for construction projects.  

 Government ensure funds are available and provide deposit for project.  

 Ministry of Public Works and Transport (MOPWT) should lobby for industry to 

not pay taxes due to Eswatini Revenue Authority (ERA) in the event 

government fails to pay outstanding amounts to contractors. 

 Contractors should diversifying into private projects and not rely on 

government projects to ensure good cash flow.  

 CIC should build capacity of contractors with respect to proper business 

management. 
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PREAMBLE  
 

The construction industry plays an important role in the Eswatini economy in terms 

of contribution to economic activity, job creation, skills development and 

technology use.  A significant share of construction activity is driven by public sector 

spending (including central government and parastatals expenditure)1 with the 

sector contributing about 3-4 percent to Gross domestic product (GDP)2 over the 

years. The contribution of the private sector to overall construction activity is 

minimal and it has also been observed that historically infrastructure projects driven 

by parastatals are mostly funded by central government. Hence this implies that 

most of the local contractors depend on government tenders to undertake 

construction work for the different public entities. Since government is a major 

client for the construction industry and has in recent years faced fiscal challenges 

this has led to a negative knock on effect on contractors and industry as a whole.  

 

According to the CIC Act No.14 of 2013, the Council has a mandate to develop and 

promote the construction industry. However, the industry has increasingly faced a 

number of difficulties emanating from non-payment or delayed payment for 

construction works. Evidently, industry players have registered concerns with the 

Council on their inability to sustain operations in that regard. In response, the CIC 

undertook a Survey to investigate the possible effects of non/delayed payments and 

to also consider possible solutions to this problem.   

 

1.0 BACKGROUND  
The Kingdom of Eswatini is a small open economy with close trade links with the 

South African economy. Furthermore, it is a landlocked country and is faced with 

high levels of poverty (58.9%) and high unemployment rates (23%)3 among other 

challenges. In recent years, the country has faced low economic growth and fiscal 

challenges that have led to a decline in construction activity. Recent budget 

                                                           
1 Public sector spending, that includes central government and parastatals is generally classified as 
government spending for purposes of this report. 
2 Estimates based on GDP Projections done by MEPD and CBE 
3 2016/17 CSO- Labour Force Survey Report 
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speeches, tabled by the Minister of Finance in Parliament have indicated that the 

government is making efforts to correct the situation through fiscal consolidation 

and in achieving a balanced budget. Evidence suggests that the tendency by 

governments faced with persistent budget deficits will either be to continuously 

increase the stock of debt, reduce the capital budget (e.g. stop ongoing projects) 

and or delay payment for some of the projects planned for implementation, leading 

to delays or non-payment to those contractors or suppliers of government. In this 

situation, the private sector tends to be affected as well by the decline in industry 

activity, cash flow and profitability which has a spill-over effect on the rest of the 

economy. 

 

2.0 PURPOSE OF STUDY  
The objective of the study was to ascertain whether or not government’s 

non/delayed payments during construction of public infrastructure projects such as 

roads, buildings and dams had negatively impacted contractors and other industry 

stakeholders (including suppliers of materials and financial institutions) and to what 

extent. Furthermore, the aim was to determine the interventions that have been 

put in place to counter these effects. The study also sought to determine the 

possible remedies to the problem based on industry views and suggestions. 

 

3.0 METHODOLOGY  
 All contractors totalling 730 that were registered with CIC formed part of the 

sampling frame. The contractors are distributed across the six categories and six 

grades defined according to the CIC grading system. In addition, suppliers of building 

materials and financial institutions were also included as part of the survey. 

 

Selection criteria 

A sample of 142 contractors were surveyed. Out of the 142 surveyed contractors, 74 

responded to the survey questionnaires and to one-to-one interviews, which 

represented a 54 percent response rate. In selecting the sample, first the major 

contractors categorised as grade 1 contractors, were selected using purposive 
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sampling. The basis of using this selection criteria is because most public 

construction works is often undertaken by higher grade contractors, as main 

contractors, with other grades engaged as subcontractors.  Then selection of the 

remaining contractors was done using a simple random sampling method. Hence, out 

of a population of 730 contractors that are in the industry, a sample of over 10% (74) 

of contractors representing all categories formed the response group.  

 

Table 1.0: Categories of respondents by profession 

Category Total population  Freq. of sample 

Electrical 92 15 

Building works(painting) 5 4 

Architects 15 4 

Manufactures and suppliers 42 3 

General mechanical 15 2 

Building works 315 25 

Civils 120 11 

Consultancy 108 7 

Air conditioning and refrigerator 18 3 

Total 730 74 

Source: CIC field survey (2018) 

 

Responses were also sourced from construction industry stakeholders (service 

providers) who included four suppliers of building materials and two financial 

institutions. Furthermore, one of the ministries undertaking some of the major 

public infrastructure projects was also visited to ascertain the possible causes of the 

non and delayed payments by government. 

 

The study covered the period 2016-2018 for which sample data was obtained from 

the respondents. Data was processed and analysed with the use of Statistical 

Packages for Social Science (SPSS). In addition, descriptive and inferential statistical 

tools were also used. 
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4.0 ANALYSIS AND FINDINGS  
 

The study found that during the period under review, the number of projects 

undertaken by contractors who responded were as follows: 

 

2016 – 155 projects  

2017 – 153 projects  

2018 – 104 projects  

 

4.1 HISTORY OF GOVERNMENT PAYMENTS  
Analysis shows that in the past three years government’s payment for projects 

undertaken by contractors has declined. For instance in 2016, 69.7% of projects (108 

in total) were fully paid and in 2017, 45.1% of projects (69 in total) were fully paid 

while in 2018 a similar trend was observed as only 44.2% (46 in total) were paid fully.  

The number of projects that are partially paid has increased over the past 3 years. 

In 2016, 24.5% projects were partially paid compared to 43.8% projects in 2017 and 

42.3% projects in 2018. An increase has also been observed in the number of unpaid 

for projects as in 2016 only 6.6% were not paid while in, 2017 it increased to 11.1% 

and in 2018 the number grew to 13.5% as shown in the figure below.  

 

Figure 1.0: History of government payments  

 

Source: CIC field survey (2018) 
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5.0 AMOUNT OWED TO CONTRACTORS  
The total amount owed to representative contractors at the time of compiling the 

analysis is E688 732 000, the highest amount owed to one contractor is E400 000 

000 while the lowest is E15 000.  There was a decline in the amount owed which was 

above E10 million from the year 2016 to 2018. This may be because tenders above 

E10 million were not awarded because of government’s budget deficit. The amount 

is owed to both main and sub-contractors.  

 

6.0 TIMEFRAME FOR PROJECTS PAYMENT  
 

  Figure 2: Timeframe for payment of projects 

 

Source: CIC field survey (2018) 

 

Majority of contractors stated that the stipulated time frame as defined in the 

Eswatini government building agreement, for payment for a project undertaken is 

within 30 days. However, as stipulated in the figure above, in 2016 only 50% of the 

projects were paid within the legal contract time, only 30% were paid in 2017 and 

payment improving to 40% paid within the legal payment threshold in 2018. The 

figure also shows that there are projects that are paid outside the stipulated time 

frame with 22% of the projects paid at least 10 months to a year later, in the three 

years combined.  
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7.0 CONTRACTORS RELIANCE ON GOVERNMENT  

Almost 50% of contractors indicated that they rely on government tenders for 

business and thus depend on that income to finance their business operations. For 

instance, 35% of the respondents stated that about 75% of business was dependent 

on government tenders while 13% respondents mentioned that they were fully (100%) 

dependent on government tenders for business.  

 

8.0 EFFECTS ON OTHER INDUSTRY STAKEHOLDERS 
 

8.1 Effects on Suppliers   

Four suppliers of building materials that were interviewed stated that they provide 

credit facilities to contractors. Respondents range from suppliers that specialise in 

selling limited products such as paints and extending to those that supply a wide 

range of products including hardware. They indicated that they have historically 

provided credit to contractors undertaking public projects with the anticipation that 

government would pay on time as stipulated in the government contract on building 

and construction. A majority of contractors do not pay suppliers on time as per the 

agreement. An observed practice is that contractors tend to purchase goods from 

one supplier through credit and will then source goods using same credit facilities 

from other suppliers without fulfilling their debt obligations as agreed with previous 

supplier. Eventually, contractors will end up with high debt accumulated through 

taking advantage of credit facilities provided by suppliers.  

 

According to suppliers, the major reason forwarded by contractors on failure to fulfil 

their debt obligations is mainly due to delay or non-payment by government whilst 

in some instances a result of liquidation. Respondents further mentioned that in the 

event of debt default they follow due process as per the terms of contract, although 

some indicated that they don’t follow the contractual process.  

 

Table 2, below shows the cumulative amount owed to surveyed suppliers in the past 

three years, which is an indicator that surveyed suppliers are owed E 5million on 
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average per year. However, suppliers in Eswatini were owed significantly more than 

E15 million by contractors by end of 2018. 75% of surveyed suppliers indicated their 

unwillingness to provide credit facilities going forward. 

 

 Table 2: Cumulative amount owed to surveyed suppliers 

Year  Amount  

2016 4 013 000.00 

2017  5 571 300.00 

2018 6 105 000.00 

Total  15 689 300.00 

 
 

Challenges faced by industry 

According to suppliers the challenges faced by the industry are more overarching 

that just delays in payments by government. The challenges include the economic 

meltdown leading to the shrinking of the market, poor business management, unfair 

competitive practices and corruption.  

 

8.2 Effects on Financial Institutions 

The response from financial institutions was low. One commercial financial 

institution indicated that due to failure of contractors to service their construction 

project related loans, a decision had been made by management to stop issuing 

loans to the industry. In addition, a development financial institution no longer 

issued loans to the industry and had no portfolio construction clients. The 

commercial bank had observed that challenges facing the industry included lack of 

proper business management, economic instability and corruption.  

 

9.0 GOVERNMENT RESPONSE ON NON/DELAYED-PAYMENTS 
One government ministry that is largely involved in some of the major public sector 

projects explained that government fiscal challenges had led to the difficulty in 

making payments for projects that had been undertaken by contractors. However a 
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commitment was made that outstanding debts had been prioritized for the 2019/20 

financial year. 

 

10.0 EFFECTS OF DELAYED/NON-PAYMENTS 

 

10.1 Payment to Contractors 
Based on feedback from respondents, the total amount owed as of mid-2018 was at 

least E700 million.  The highest amount owed is E400 million while the lowest is E15 

000.  During the period, the percentage of respondents owed less than E500 000 did 

not change, while there was an observed increase in the percentage of respondents 

owed E10 million or less and a slight decline in the percentage of respondents owed 

above E10 million. This observation suggests that government has struggled to pay 

contractors leading to an accumulation of arrears over time. It is also likely that 

government has mainly focused on financing ongoing projects and has not started 

new projects. 

 

   Figure 3: Amount owed in past 3 years 

 

 

        Source: CIC Field survey 2018  

 

0

10

20

30

40

50

60

2016 2017 2018

43,5

52,8
50

34,8
30,6 29,4

4,3 2,8

8,8

17,4
13,9 11,8

less than or equal  to 0.5 million less than or equal to 5 million

less than or 10 million above 10 million



13 
 

10.2 Retrenchments  
Almost 50% of contractors indicated that they have retrenched staff in the past three 

years due to a number of reasons. This implies that 27 contractors have retrenched 

415 employees in the past three years. 

One of the main reasons is the failure to secure tenders, followed by failure to pay 

salaries and delayed payments by government. Regardless of delayed/ non-payments 

by government, most of the contractors (65.3%) are highly likely to tender for 

government. Only 12.5% are not likely, while 22.2% are not sure. Most contractors 

indicated their likelihood to continue to tender for government because they do not 

have much choice as government was their main client. Others indicated that they 

trusted government as eventually they were paid.  

 

10.3 Effects on Business Operations  
 

  Figure 4: Effects on Business Operations 

 

 

Source: CIC field survey (2018) 
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Generally, delayed payments greatly affected the business operations of most 

contractors.  As such, most of the contractors stated that they have encountered 

difficulties in paying salaries (31.6%) and suppliers (17.1%) on time. As a result, 

suppliers have taken legal action against contractors (1.3%). Moreover, depletion of 

cash flow has resulted to heavy reliance on overdrafts (13.2%) that normally charge 

high interest rates.  

Delayed and non-payments affects progress and compromises the quality of the 

work. Other challenges that were highlighted include; less profitability, losses, poor 

company performance, increase in financial costs, disputes with employees over 

delayed salaries, difficulty to undertake other projects as a result opportunities pass 

by. 

 

10.4 Effects on Cash flow 
 

  Figure 5: Effects on Cash Flow 

 

Source: CIC field survey (2018) 
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10.5 Effects on Business Growth  
Contractors are facing difficulties with regards to paying back business loans and/or 

overdrafts. For instance, 12.5 % of respondents stated that non-payments slowed 

work progress resulting in missed deadlines. 2.5% of respondents sighted slowing 

business growth as a matter of concern and another 2.5% of respondents noted that 

they could no longer engage in production activities. Moreover as a result of non-

payments, 7.5 % of contractors had to apply for loans which resulted incurring of 

high costs due to expensive interest. The situation has also made borrowing of loans 

to be difficult.  

Delayed and non-payments affects progress and compromises the quality of the 

work. Other challenges that were highlighted include; less profitability, losses, poor 

company performance, increase in financial costs, disputes with employees over 

delayed salaries, difficulty to undertake other projects as a result opportunities pass 

by. 

11.0 STEPS TAKEN TO MITIGATE THE IMPACT   
To mitigate the impact of the situation contractors stated a number of steps taken 

to ensure business operations are sustained. 53.8% of contractors stated that they 

acquired bank loans and overdrafts while 16.9% sourced more private sector projects 

to improve cash flow. 6.2% of contractors indicated that they notify the project 

owner on cash flow problems and only a few stated that they have taken legal action 

against government.  

Table 3: Steps Taken by Contractors to Mitigate Impact  

 Frequency Percentage  

Acquire bank loans and overdrafts 35 53.8 

Seek more private sector projects 11 16.9 

Notify project owner about cash flow 

problems 

4 6.2 

Reduce number of employees 4 6.2 

Take legal action against government 

(mediation and arbitration) 

2 3.1 

Halt operations 2 3.1 

Source: CIC field survey (2018) 
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12.0 CONCLUSIONS 
 

Based on the findings and analysis of contractors who responded to the survey, it 

can be concluded that a majority of contractors are owed by government which is 

threatening their long term sustainability. The study which is based on an analysis 

of the industry performance for the past 3 years highlights that government still 

owes a number of contractors’ partial or full payment for services rendered.   

Furthermore, contractors stated that they are now struggling to survive as they are 

experiencing among other things a decline in profitability, increasing financial costs, 

failure to deliver projects on time and the possibility to close down businesses.  

 

In an effort to mitigate the impact of the cash-flow situation temporarily, they have 

tried to implement a number of strategies that include engaging more in private 

sector construction activities and using those funds to keep afloat as well as getting 

bank overdrafts which is increasingly becoming very expensive. Another worrying 

trend is that payment for projects often takes place after the stipulated 30 day 

period after submission of a claim.  

 

On the other hand, one of government’s ministries visited by CIC to ascertain the 

reasons for governments delayed and non-payment for construction projects 

highlighted that it was due to government’s cash flow challenges but nevertheless, 

indicated that they had prioritized payment of outstanding debt for work done by 

contractors in 2019/20 financial year.  

 

Evidence shows that in the past three years, about 50% of respondents have 

retrenched at least 415 employees. Furthermore, government owes contractors 

more than E700 million an amount which has accumulated over time. In addition, 

evidence suggests that government is no longer undertaking new major projects but 

is rather concentrating on ongoing infrastructure developments.  

 

Based on responses from other surveyed construction industry stakeholders such as 

suppliers of construction materials and financial institutions (who provide 
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construction related loans), it is evident that the effect of non or delayed payment 

of contractors by government has severely impacted on business. Contractors owed 

suppliers significantly more than E15 million by end of 20184. Although there was a 

low response rate from financial institutions, responses gathered from one large 

commercial bank and one development financial institution provided an indication 

of the magnitude of the effects.  

 

Poor economic growth, business management practices, corruption and a highly 

competitive construction sector are some of the challenges that have culminated in 

high defaults in bank loan repayments and in the failure by contractors to fulfill their 

debt obligations to suppliers. 

                                                           
4 There were significantly more suppliers not surveyed than those surveyed. 
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13.0 RECOMMENDATIONS BY CONTRACTORS 
 
Contractors suggested a number of recommendations that were intended to mitigate 

or rectify the problem of delayed/non-payment of contractors by government. The 

interventions were related to how they dealt with government as individual 

businesses and as industry associations. Furthermore, they also proposed strategies 

to be actioned by CIC.  

 

13.1 Interventions related to Contractors’ businesses 
They recommended that businesses should: 

i) Charge highest interest on delayed payments by government  

ii) Conduct proper follow up on claims  

iii) Ensure that projects are fully funded 

iv) Ensure delivery of quality service 

v) Don’t commence projects without being paid half of the total project cost  

vi) Work according to budget (stick to budget). 

 

13.2 Industry Associations engagement with Government 
Contractors recommended that the industry should as a collective do the following: 

i) Proposed that government opens escrow/trust accounts; a contractual 

agreement in which a third party receives and disburses money or documents 

for the primary transacting parties. 

ii) Proposed that government should establish a construction bank or Fund 

responsible for payment of tenders.  

iii) Proposed that government should ensure availability of funds before a project 

is undertaken. This is through making informed budget decisions and in the 

case where there are limited funds, they have to notify contractors early.  

iv) Proposed that when funds are limited another option was for government to 

issue letters to creditors informing them of specified payment dates.  

v) Proposed that Government should not charge income tax penalties to 

companies owed by government.  

 

13.3 Industry Associations 
They further proposed that they should work collectively to do the following: 

i) Put pressure on government to pay on time 
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ii) Industry should provide financial support to contractors experiencing delayed 

or non-payment by government. 

iii) Industry Associations should set up professional legal advice and services 

office to handle adjudication on dispute matters.  

iv) Work as a collective to sensitize government on challenges caused by late 

and non-payments.  

 

13.4 Construction Industry Council 
Contractors’ recommendations for CIC were as follows; 

i) Follow up on payments to ensure that government pays on time. 

ii) Government deposits funds in an escrow account managed by the CIC. 

iii) CIC should mediate between government and contractors and to facilitate 

communication between the two parties.  

iv) Council needs to sensitize government on the importance of paying on time 

by shedding a light on the challenges caused by late and non-payments.  

14.0 RECOMMENDATIONS BY CONSTRUCTION INDUSTRY STAKEHOLDERS 
 
In an effort to mitigate the impact of non/delayed payments, the suppliers of 

building materials and financial institutions who are providers of services to 

contractors have suggested the following; 

i) Develop and implement Infrastructure Investment Strategy and Fund. The 

Strategy is to mobilise funds for construction projects.  

ii) Government should ensure funds are available and provide deposit for each 

project.  

iii) Ministry of Public Works and Transport (MOPWT) should lobby for industry to 

not pay taxes due to Eswatini Revenue Authority (ERA) in the event 

government fails to pay outstanding amounts to contractors. 

iv) Contractors should diversify into private projects and not rely on government 

projects to ensure good cash flow.  

v)  CIC should build capacity of contractors with respect to proper business 

management. 
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