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CONTRACTORS’ CORNER8

Every electrical contractor needs to establish an as accurate 
as possible estimate of the cost of a project to determine 
the price at which he would do a job. This is called the tender 

price. Amongst the trickiest variables contractors need to deal with 
is the cost of labour. Material cost is fairly easy. This is determined 
by the supplier and the negotiated discount you are able to secure 
as a contractor. The extent to which you would be able to negotiate 
this depends on the relationship with the supplier, which is often 
dependent on the history of trading between the contractor and the 
supplier. You then need to decide what your trade mark-up is going 
to be. This is absolutely your business decision to make. 

When it comes to the cost of labour, it is easy to make a mistake, 
which may shrink your profitability on the job or even result in you 
doing the job at a loss. When you make a mistake regarding the 
cost of labour, it would not be a valid excuse to say that you are 
not able to meet a certain obligation because you did not calculate 
the costs correctly. Very often, developing contractors get awarded 
work on a ‘labour only subcontracting basis’ by established con-
tractors. It is important that both sides of the arrangement under-
stand that neither escapes the burden placed on employers to pay 
the right costs. The costs are essentially the same for every em-
ployer with slight variations on the up side for employers who pay 
above the minimum wages. Costs are dictated by statute, and most 
of these by the collective agreement of the industry.

Let us use the example of an Elconop 1 and an Elconop 2 by way 
of illustration.

If your electrical contracting company is based in Soweto, the 
hourly wage rate of an Elconop 1 is R34.00 and that of an Elconop 

2 is R53.29. If you are working 42.5 hours a week, what is the cost 
of your Elconop 1 and Elconop 2 per week respectively? Would it be 
correct to say that your cost for an Elconop 1 is R34 (rate per hour) 
x 42.5 (number of hours per week) = R1 445 and that an Elconop 2 
costs you R53.29 x 42.5 = R2 264.82? 

Let us say your labour profit margin is 15% of your cost. Would it 
be correct to say that your cost plus profit on labour is equal to R1 
661.75 and R2 604.54 for an Elconop 1 and an Elconop 2 respec-
tively? Let’s say you really need this job and you would rather take 
10% profit on the costs calculated above. Based on these num-
bers, your cost plus profit would be calculated as R1 589.50 and 
R2  491.30, respectively. Would this be correct?

I submit that you would have grossly understated the cost of 
your labour if you calculated the cost of your labour like the con-
tractor above. The following is the real cost of an Elconop 1 and an 
Elconop 2 if you are a Soweto based firm:

You would realise that, with the correct cost for an Elconop 1 in 
Soweto, the contractor who relies on ‘wage rate only’ understated 
the real cost by R142.38 and for an Elconop 2 by R216.76. Just with 
these two employees, the employer’s calculation is out by R359.14 
every week. 

In his planning, he was going to bank this money. Because of the 
error in his determination of costs, he is actually doing the job for 
far too little. At this rate, his competition need only do far less work 
than he does for them to realise more profits. At a 10% ‘margin’, he 
is doing the job at a loss when you include things like lost time. At 
15%, at least some 11% of his anticipated profit is wiped out.

Please note that the calculations above do not include company 
specific costs like labour contribution to overheads. Irrespective of 
how you look at it, if you understate the costs of labour by only 
looking at the hourly wage per the collective agreement, you 
will under-recover on your labour. When you accept a job as a 

labour only sub-contractor, irrespective of your overhead 
structure, please get your costs right. 

On the other hand, as an established contractor, when 
you give work out on a subcontractor basis, be fair and 
allow for the subcontractor to cover his costs and some 
margin. You need a strong subcontractor to deliver on 
your obligations. After all, he is helping you by giving you 
certainty. 

Enquiries: www.ecasa.co.za

DETERMINING THE REAL COST OF LABOUR IN THE ELECTRICAL 
CONTRACTING INDUSTRY

by Mark Mfikoe, National Director, ECA(SA)

ELECTRIC FENCE COURSE 

WACO AND CITIQ PREPAID PARTNERSHIP 

WIHA TOOLKITS – WORKSHOPS ON THE GO

The ECA recently held a successful Electric Fence Installer 
Course. Attending the course are: (front) Jean Barnard (Open 
Sky Electrical); Mafatshe Bapela (Mankwane Trends); Pagane 

Ramoloto (Ramoloto Electrical); Vincent Gerber (St Kilda Projects); 
(middle) Daniel Tlou (RO-AL); Mornè Joubert (Vyfsterelektries); Frans 
Swanepoel (Hoelveldrif Electrical); Glenn Pauli (Sterling Solutions); (back) 
Tiseltso Ntloedibe (RO-AL); Sekgeme Ramushu (RO-AL); Chris Koen 
(presenter) and Emmanuel Chau (private).

The Energy and Water Sector Education and Training Authority 
(EWSETA) has given the ECA(SA) accreditation for Electrical Fence 
Training. The course covers the installation of electric fencing, inspection 
and testing of a single-phase domestic installation, testing and inspection 
of three-phase industrial and commercial installations, configuration of 
an installation, and determination of installation requirements.  

Mark Mfikoe, national director of the ECA(SA), says this is “an oppor-
tunity for members to offer clients an extra service and access another 
source of income for their businesses”. 

Members of the ECA(SA) can undergo training at a discounted rate. 
This course is also available to non-members at competitive rates. 

Enquiries: +27 (0)11 392 0000

South Africa’s premier prepaid electricity me-
ter and vending system provider, Citiq Pre-
paid, is proud to announce its partnership 

with WACO Industries to distribute its range of pre-
paid meters into the market. WACO Industries is a 
distributor of industrial electrical products and ac-
cessories across Southern Africa.

Citiq Prepaid has expanded Citiq as a value-add-
ed service to the real estate industry and now of-
fers services to anyone that requires a prepaid utility 

collection solution, countrywide. Citiq Prepaid uses a 
self-developed proprietary token vending and funds 
recovery system. Aside from STS Association ap-
proved vending, the system provides comprehen-
sive information management and reporting that 
significantly reduces the risk and complexity of util-
ity collections for clients. 

The partnership with WACO Industries makes 
it possible for Citiq Prepaid meters to be ordered 
through your nearest electrical wholesaler. Citiq 

Prepaid continues to offer customers the same in-
novative vending system as before, with the same 
wide payment channel options and reliable monthly 
payment system.

Says Michael Franze, MD of Citiq Prepaid: “WACO 
Industries is an industry leader in supplying the 
wholesale market and we are very enthusiastic 
about working with them.”
Enquiries: WACO +27 (0)11 677 2500/Citiq 
Prepaid + 27 (0)87 551 1155 

WHETHER you are working at the house next door or at a remote site, it is essential to have the 
tools you need close to hand. The Wiha 80 and 115 piece toolkits are compact, handy and robust, 
and ensure you have access to all the tools you require, at any time and in any situation.

Compiled to accommodate varying requirements and applications, Wiha toolkits include high qual-
ity, ergonomically designed tools for easy and efficient working. Made of durable materials and tested 
to rigorous standards, the tools and the toolbox are ideal for electricians and electrical contractors. 

The wide range of tools available increases work efficiency; the sturdy dustproof, airtight and 
watertight toolbox with its lid-lock function satisfies safety requirements; the right tool at hand 
reduces costs by protecting against damage and rework; and all-in-all the toolbox set protects 
the electrician’s health as the ergonomic design of the tools helps to prevent occupational injuries.

Each of the award winning VDE-insulated tools is individually tested to 10 000 V ac, to offer 
users full protection and improve their working lives.
Enquiries: garry@glimports.co.za

Item Elconop 1 (Soweto) Elconop 2 (Soweto)

Basic wage rate per hour R34.00 R53.29

Provident Fund per hour R2.55 R4.00

ECA Labour Levy per hour R0.26 R0.26

Sick Benefit fund per hour R0.03 R0.05

Council Levy per hour R0.14 R0.21

UIF per hour R0.37 R0.58

Total per hour R37.35 R58.39

Total per week R1 587.38 R2 481.58

http://www.comtest.co.za/

