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SHORT-TERM

Is the SA Construction and Engineering 
space geared up for the challenges and 
opportunities 2019 has presented?

Tamara Ungerer, CIB, Technical Commercial and Specialist Product Development Manager

Archetypal to most sectors, 
the economy presents a 
challenge to the South 
African construction 
industry more now than 
ever before.

Larger corporates hit a downward 
spiral with many having to 
downscale or shut down entirely. 
These vicissitudes have hit down 
on several SME’s who had to close 
their doors due to services not being 
remunerated.

Despite this ripple effect, many 
smaller contractors are emerging 
and tendering on sites largely 
dominated by the giants of the 
construction industry. While 
economic reform is sluggish, there 
is an element of cautious optimism. 
We are finding a greater demand 
for engineering cover within the 
SME sector and we can most 
certainly harness the opportunity by 
encouraging good practice through 
driving initiatives and conscious 
awareness around calculated risk.

In addition to the economy, other 
factors of relevance in determining 
the success or failure for this 
industry range from construction 
methods, materials, workmanship, 
pricing and time. These factors all 
affect the overall exposures that 

need to be considered. Innovation 
and prototype design should also 
be factored in when evaluating the 
exposure to risks. New materials 
and construction methods, may 
be considered as an economical 
factor, but they are also classified as 
potential additional risks.

Coupled with the fact that this 
industry has a massive impact on 
the environment, a large amount of 
energy consumption, greenhouse 
gas emissions add to the waste 
generation. Therefore, sustainable 
construction methods are critical 
to climate changes and how these 
considerations are being taken in 
future construction ventures.

We are now at a point where change 
is not only necessary but a reality.

It’s not all as gloomy as perceived. 
Combining new generation 
technology will provide the 
construction industry with new 
tools and methods for construction 
execution. These technologies will 
also become enablers for improved 
efficiencies, thus saving time and 
capital that is spent.

In order for the insurance industry 
to be prepared we too need to be 
consistent in our approach.

The traditional scope of cover 
for this highly specialised class 
needs to be relevant and equally 
focused on how all the challenges 
and opportunities will present 
themselves in relation to the policy 
covers available.

Taking the correct stance involves 
an understanding of all the risks and 
ensuring that there are no gaps in 
policy covers.

If we look at Annual Contractors’ All 
Risks cover, although pricing is based 
on the annual turnover figure with a 
maximum contract value pertaining 

to any one contract, it cannot be 
presumed that all contracts will be 
covered when there is a replacement 
policy. Irrespective of the turnover 
and contract value being declared.

The challenge we face is that 
generally ongoing projects are 
assumed to be automatically 
covered under a newly substituted 
policy – but, due to each insurer 
having their own underwriting 
approach and wording, the chances 
are that the cover, extensions and 
liability for those contracts will be 
excluded unless run on or conversely 
run off covers are arranged.

This is an existing and very real 
exposure, one which a contractor 
cannot afford to be exposed to.

This exposure, coupled with the 
introduction of new risks presenting 
themselves through technological 
development also introduces cyber 
threats above those already present 
in the construction phase.

As mentioned, many SME’s are 
now managing larger projects - 
with these come larger risks and 
ultimately larger responsibilities.

Digital solutions covering the 
construction phase with on site 
planning, progress communication 
and on site follow up 
communications are already being 
used in overseas ventures.

To sustain insurance business with 
the emergence of these new risks 
means a new approach to identifying 
not only the risks but also being in 
a position where we offer cradle to 
grave engineering and construction 
insurance solutions.

Transposing challenges into 
opportunity comes with driving 
initiatives which address the needs 
of this unique target market.

The question is – are we ready?
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