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National Contractor Development Programme (NCDP)

1 Introduction

There is a compelling need to unlock growth constraints and to develop sustainable
contracting capacity, as well as to elevate development of previously disadvantaged
individuals and enterprises. Leadership by government is required to establish the
framework for contractor development. This framework will unlock growth constraints
and stimulate the role of industry and stakeholders for skills development, meaningful
empowerment and improved contractor performance.
The NCDP is a government programme comprising of a partnership between the
cidb, national and provincial public works and other willing stakeholders, in which the
participating stakeholders:
e commit their resources to develop previously disadvantaged
contractors; and
¢ align their individual contractor development programmes or initiatives
with the principles set out in the NCDP framework, meeting both the
objectives of NCDP and their own service delivery objectives.

2 Objectives

The objective of the NCDP is to enhance the capacity and promote equity ownership
across the different contracting categories and grades, as well as improving skills
and performance in the delivery of capital works and maintenance across the public
sector.

To achieve this objective, participants within the NCDP will:

(@) improve the grading status of contractors in targeted categories and
grades - effectively improving the supply side capacity available to public
and private sector clients;

(b) increase the number of black, women, disabled, and youth-owned
companies in targeted categories and grades - increasing the
representatively of contractors in all categories and grades;

(c) create sustainable contracting enterprises by enabling continuous work
through a competitive process - and thus creating the platform for
sustained employment and skills development;

(d) improve the performance of contractors in terms of quality, employment
practices, skills development, safety, health and the environment; and

(e) improve the business management and technical skills of these
contractors.

Principles for the National Contractor Development Programme

The key principles which underpin the NCDP are summarized below:

e Government will use its entities and partnerships and procurement of
infrastructure in order to achieve contractor development;

o Within the NCDP good performance of contractors will be rewarded by
ongoing opportunities .

e Contractors will enter the programme based on predefined criteria and will
receive support to enable contractors to exit the programme on the basis of
achieving predefined criteria relating to skills, qualifications, certification,
sustainability, quality, etc. (The programme must give attention to ensure
avoidance of a ‘dependency syndrome’).
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3 Background

The National Department of Public Works (NDPW) has provided leadership in
contractor development since the inception of the democratic government in 1994,
Initially, NDPW established the Emerging Contractor Development Programme
(ECDP) to advance entry for primarily black contractors into the construction industry
through direct government contracting. The Expanded Public Works Programme
was later conceptualised by Cabinet, primarily to enhance job creation in the public
sector, but at the same time afforded government the opportunity to enhance its
contractor development initiatives through the Vu’kuphile Programme.

Both the ECDP and Vu’kuphile Programmes are primarily skills development based
and implemented through a learnership programme. At the same time NDPW
conceptualised the Contractor Incubator Programme (based on principles of
advanced enterprise development), to shift the contractor development focus from
small contracts to more substantial contracts and to higher levels of contracting.

Several other government departments and construction industry role players/

stakeholders have their own contractor development programmes. These

programmes include amongst others:

(@) Vukuzakhe — Kwazulu Natal DoT

(b) Sakhasonke — Limpopo and Eastern Cape DPW

(c) Stepping Stone — Western Cape DRTPW

(d) Sakha’bakhi — Mpumalanga DPW

(e) Kubakhi — Gauteng DPTRW

(f)  Integrated Emerging Contractor Development Model: IECDM- Eastern Cape
Development Corporation

(g) Contractor Development — Royal Bafokeng Economic Board

(h) SAFCEC

(i)  Ethekwini Municipality

() Masakhe KZN DPW

(k) KZN SEDA Incubator

Lessons learnt from some of these programmes are set down in Annexure 2, and are
further drawn from in the report of March 2009 on the Status Quo analysis of
Contractor Development Programmes in South Africa.

Although some of these programmes share the same principles, government does
not have a consistent and co-ordinated approach to contractor development, and
hence the need for guidelines to be contained within the NCDP.

The Construction Industry Development Board (cidb) is mandated through the
Construction Industry Development Board Act 38 of 2000 to support contractor
development and emerging sector participation throughout government and industry.
Specifically, MINMEC has mandated the cidb in collaboration with the National and
Provincial Departments of Public Works to devise and implement a NCDP.

This summary framework establishes the parameters for implementation by the
National and Provincial Departments of Public Works and the cidb in their provision
of leadership and support to the public sector and other stakeholders in the
development of registered contractors.

Led by the Minister of Public Works and the Provincial MEC’s, the NCDP is

committed to the accelerated growth of the construction industry to meet rising
national demand.

-l
A —
&' ll‘!.l:l.-:‘-ﬂl BDLTHAEC ﬂﬂ*

e Y L I T T ]

Page 2



Framework — National Contractor Development Programme — January 2010

Specifically, the NCDP is geared at enhancing capacity and promoting equity
ownership across the different contracting categories and grades, as well as
improving skills and performance in the delivery of capital works and maintenance
across the public sector.

The NCDP seeks to build on the progress of the past, including:

(a) the achievements of preferential procurement, now evident through the cidb
Register of Contractors;

(b) improving public sector procurement capacity under the impact of the reform
roll-out of the cidb;

(c) the regulatory framework established by the Register of Contractors and
Register of Projects - that now provides a stable environment for enterprise
development, as well as some of the information needed to support targeted
development interventions and to measure progress;

(d) the learning from a range of development programmes around the country;

(e) the framework for the cidb Best Practice Contractor Recognition Scheme - that
sets desirable standards and competencies that are deemed to be necessary
for running a sustainable contracting enterprise;

(f)  the framework for the cidb Best Practice Project Assessment Scheme — which,
amongst others, establishes project best practices that support skills and
contractors development; and

(g) the adoption of the Construction Charter and the transformation charters of
other sectors, providing a platform for meaningful public and private sector
input.

4 Contractor Development Components

There are various components of development which contractors need to progress
through in order to become competent and experts in their field of operation and to
grow and improve their performance.

Generally, contractor development comprises of, but is not limited to the following
typical components:

Component 1 Construction Work Force Development

This component will incorporate the development of the construction workforce
through artisan and supervisor development at all cidb grades, as well as the
development of "trade contractors" at cidb grades 1 to 5. Key instruments which will
be used will be learnerships of various forms (including EPWP learnerships) together
with the necessary supporting structures, including various skills development
initiatives.

Component 2 Contractor Development

This component focuses on the development of contractors and comprises several
subcomponents starting at the emerging contractor stage and progressing to the
stage which focuses on developing the contracting enterprises (i.e. focusing on the
business development), together with a focus on improving the performance of
contractors. These subcomponents are described below and shown diagrammatically
thereafter in figure 1.

Component 2.1 Emerging Contractor — which will incorporate the development of
emerging contractors, and will target the cidb grades 2 and 3 contractors. Key
instruments which will be used will be learnerships within Emerging Contractor
Development Programmes (ECDPs) predominantly incorporating mentorship in
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which the emerging contractor learns the business side of contracting including
tendering for work, pricing, HR management, marketing, financial management,
contract administration, etc. This stage will target the cidb grade 2 to 3
contractors who exhibit potential to develop. Within the ECDPs, budget will be
allocated to ensure sustainable work for the learner contractors.

Component 2.2 Enterprise Development — in which the enterprises start growing,
developing markets for their services, expand their workforce, expand their
areas of operation, accumulate capital for future growth, expand their plant and
equipment and business and technical systems. This stage will target the cidb
grade 3 to 6 contractors who exhibit potential to develop. Key instruments
which will be used within this stage will be a combination of direct contracts,
joint ventures and various other instruments which will be developed. Within the
enterprise development stage, contractors will be awarded contracts through
competitive bidding utilizing appropriate procurement strategies to ensure
sustainable work supply to the contractors within the competitive bidding
environment.

Component 2.3 Performance Improvement — in which the established enterprise
introduces best practice systems for health and safety, quality management,
environmental management, etc. in order to improve their performance. This
stage will target the cidb grade 4 to 7 contractors who exhibit potential to
develop. Key instruments which will be used will be a combination of joint
ventures, direct contracts and various other instruments aligned with and
supported by the cidb Best Practice Contractor Recognition Scheme and the
cidb Best Practice Project Assessment Scheme.

It should be noted that there will be overlaps in the contractor grades between the

various contractor development components within the various contractor

development programmes under the NCDP dependant upon:

= the amount of work put out through the NCDP within the various departments;

= the scale of each project;

= types of projects being undertaken; and

= current capacity/grading of the various contractors within the contractor
development programmes.
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A Contractor Development model is set down below in Figure 1 which shows the
relationships between the components of contractor development and the cidb
contractor grading.

Figure 1 Contractor Development Component ;
cidb Grades

Component 2 Contractor Development

2.3 — Performance Improvement Grade4to7

2.2 - Contracting Enterprise Grade 3to 6

2.1 — Emerging Contractor Learnership Grade 2to 3
Component 1 — Construction Workforce — Grade 1to 5 &
Artisan & Supervisors, and Trade Contractors Construction

Workforce

Figure 1 Contractor Development Components
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5 Key Success Factors for Contractor Development

There are a number of factors which should be in place for successful contractor
development both on the demand side and supply side, shown in Table 1. Contractor
development programmes must address these “success factors”.

Table 1 Key Success Factors for Contractor Development
Demand Side Measures

the programme.

= Procurement strategies and development mechanism to target the learners and
contractors within the programme with continuity of work.

» Standardized designs and specifications.

= Appropriate contract conditions addressing supportive practices regarding sureties,
guarantees, retention policies, etc.

= Prompt payment of contractors for work completed satisfactorily.

= Client reporting to cidb on Contractor Development intitiatives and their various
contributions, for co-ordination and identification of areas for support.

Supply Side Measures

= Appropriate contract management and quality assurance oversight is provided by the
departments running the contractor development programmes.

= Contractors are able to access finances for working capital, (i.e. to provide sureties,

purchase materials, hire plant and equipment, pay labour etc.).

Contractors have appropriate technical capability & capacity.

Contractors have appropriate construction management & quality control expertise.

Contractors have access to an appropriately skilled workforce.

Contractors have access to cost effective, appropriate, quality materials supply.

Contractors have access to cost effective, quality plant and equipment.

Contractors have access to information and technology.

6 Generic Elements of ‘good practice‘ Contractor Development
Programmes

The contractor development programmes within the NCDP will need to incorporate
the following elements in order to ensure that contractor development aligns with the
NCDP tenets. These elements are listed below:

1. Government will use its procurement of infrastructure in order to achieve
contractor development;

2.  The focus of contractor development must relate to components of the NCDP
as defined in Section 4.

3.  Only contractors registered within the cidb Register of Contractors may
participate within the programmes.

4. A transparent selection process should be adopted, based on predetermined
criteria for entrance to the programme for a defined period (i.e. timeframe) of
involvement.

5. Contractors must be assessed on entrance to determine their development
potential and needs.

6. Targets must be determined for budget allocation, number of projects and
number of contractors to be developed to ensure continuity of appropriate work
for the duration of involvement within the programme.

7.  Sufficient government capacity for the management of the contractor
development programme must be ensured.

8.  Appropriate quality control and training (on-site and theoretical) must be
provided.
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9. Client must report to cidb on Contractor Development intitiatives and their
various contributions, for co-ordination and identification of areas for support.

10. Programmes should aim to graduate contractors from the programme with
measurable improvements (e.g. NQF level or improvement in contractor
grading).

11.  Exit from the NCDP component is based on predetermined criteria.

Development of contractors should be a well-planned operation that involves
commitment of financial and human resources which includes the availability of
adequate time to manage the programme. Such resources could be provided
directly through a structured public or private sector contractor development
programme, together with direct preference models, or indirectly through a
procurement model with targeted development outcomes.

Figure 2 illustrates the key elements of a well-structured programme. The
programme should have a screening mechanism at entry point to ensure that
participating contractors (or sub-contractors) have a potential to develop and are well
prepared for the challenges that the programme will pose. Attention should be given
to businesses that already have reasonable industry expertise and experience rather
than focus excessive resources on industry ‘new comers/ hopefuls/ job seekers’
Other key elements as captured in Figure 2 include theoretical and practical in-
service training, inclusive of a conducive and enabling environment, mentoring and
sustainable work. Clearly defined exit / ‘graduation’ requirements and continuous
evaluation are also of importance.

Generic Model for Contractor Development

3. Provide
sustainable
work through
appropriate
procurement
strategies

!

2. Screen 6. Evaluate
1. Establish ir;coming 5 and exit
£ X
targets for contractors Contractor Continuously programme
contractor . Development based on
against P evaluate -
development, riteria t Programme hievement graduation
criteria for |:,‘> ¢ el ato :> 9 |:> achleve te :> criteria
inclusion, exit eva :’ak‘?" a%alps d achieved
strategy and curreann ds lis to develop key pzr:ofn:::ce related to
criteria for development contracting competencies standards S'k.I"S/'
graduation qualification/
levels e
certification

T

4. Provide
theoretical
and practical
training,
mentoring
and an
enabling
environment

Figure 2: Generic Model for Contractor Development
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7 Key Enabling Mechanisms for Contractor Development

71 Demand Management Strategies

It is essential that contractor development programmes within the NCDP constantly
ensure a balance between supply-and-demand side strategies. This will be based on
the available work in relation to the number and grading of contractors within the
various development components of the programme. Supply-and-demand side
strategies need to be reviewed regularly. A comprehensive review will lead to the
development of sustainable enterprises.

7.2 Targeting priority groups

The strategy proposes prioritisation of specific target groups within each programme
element. Key priority groups will include black women, youth and the disabled.
Targeting will address specific provincial gap, or growth areas, and will be supported
by national guidelines provided by the cidb.

7.21 Potentially Emerging (PE) Contractors

In targeting specific priority groups, the following options are proposed:

(a) Selection criteria for inclusion within the various development components of the
programme will be clearly defined and the potentially emerging (PE) contractors
registered on the cidb register are eligible to be considered for inclusion on the
contractor development programmes provided they meet the defined criteria.

PE contractors will be categorised according to the specific
programmes (interventions) they participate in. PE contractors may
not participate in more than one programme (intervention) of the same
nature provided by different government institutions.

7.2.2 The cidb will promote the practice of clients utlisation and referencing
of PE contractors in procurement processes.Direct and Indirect
Targeting

Government departments may target NCDP contractors directly by applying

preference directly or may indirectly target NCDP contractors by awarding preference

points for main contractors who use contractors registered within the NCDP.

7.3 Targeting Strategies

The cidb will provide a targeting framework guide, and ongoing statistics for targeting
based on the Registers of Contractors and Projects and industry economic data. This
data will assist government departments to focus the various components of
contractor development and highlight areas of oversupply and undersupply.

7.4 Demand-side interventions

The cidb will provide uniform guidelines/ industry ‘good practice’, for government

departments to assist in managing:

(@) Performance guarantees

(b) Cession of contracts and/or Security of payment

(c) Payment cycles

(d) Contracting options and delivery mechanisms

(e) Standard designs, specifications and bills of quantities and materials supply
schedules of quantities

(f)  Reporting
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7.5 Supply Side Support

The cidb through the Construction Contact Centres (CCC’s) and other
development programmes will facilitate contractor support initiatives available
from government and other Industry stakeholders. Training and Mentorship

All contractor development interventions of a training or mentorship nature must be
accredited with the CETA &/or SETA (Construction &/or Services). The cidb will
define suitable qualification levels and unit standards for the various components of
training within the Learnership components 1 and 2.1, consistent with the cidb Best
Practice Contractor Recognition Scheme..

Guidelines with regards to quality standards and quality assurance for training and
mentoring will be provided by the cidb. The implementation and adoption of these
guidelines must reside within each programme.

7.6 Access to Finance

Major financial service providers will be engaged by the cidb, to develop an effective
strategy and outreach process for access to financial support forthe contractors in the
NCDP.

7.7 Access to technology, information and business linkages via CCC’s

The CCC'’s will provide registered contractors with facilities and avenues for
networking among themselves, established companies and sourcing various support/
service providers. This will provide contractors opportunities for joint ventures, sub-
contracting and other business opportunities for companies looking for partners.

8 Focus Areas of the NCDP

Based on the overview given in the preceeding sections, the NCDP will focus on the
following strategies:

8.1 Establishment of an Enabling Environment for Contractor
Development

This strategy will focus on establishing and/or improving factors which will underpin
the development of contractors and will include:

o Adoption of procurement strategies which both will meet the delivery needs of
clients and also facilitate continuity of work for contractors within the
programmes;

e Targeting and selection of contractors who have the ability to improve and
progress i.e. assessment criteria e.g. levels of literacy, technical competence,
existing financial and other support, etc.;

e Targeting of contractors and rewarding for performance improvement;

¢ Partnering between the provincial Departments of Public Works and the cidb to
establish and operate Construction Contact Centres (CCC’s) in the provinces;

¢ Facilitating access to finance for contractors;

¢ Facilitating prompt payment of contractors;

e Provision of appropriate contracting conditions which will support contractor
development;

¢ Provision of standardized designs, specifications and details which will support
contractor development; and

e Facilitating mechanisms that promote skills development by providing for
workplace training of interns and up-skiling of company employees in
programmes that result in nationally accredited outcomes, such as,
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learnerships and accredited skills programmes, and internships for professional
candidacy.

¢ Client reporting to cidb on Contractor Development intitiatives and their various
contributions, for co-ordination and identification of areas for support.

In support of developing an enabling environment for contractor development, the cidb
will:

e package (from the Registers) and make available relevant information on capacity
linked to demand and existing supply, and provide guidelines for targeting
strategies;
e provide public sector clients with assistance to formulate suitable procurement
strategies which both meet the delivery needs of clients and facilitate the continuity
of work;
e coordinate and facilitate contractor support initiatives available from government
and other Industry stakeholders;
e manage the CCC’s and provide three staff to provide services to contractors,
including:
= contractor registration and upgrading services;
= access to appropriate guidelines and tools such as tendering and construction
management guidelines, training material on contractual responsibilities,
managements systems (e.g. quality and safety) and technical manuals;

= information on tenders and work opportunities;

= business to business linkages;

= access to computers and relevant programmes;

e develop standard generic tendering and contract documentation;

¢ facilitate access to finance for registered contractors; and

¢ (building on the work done by Public Works) develop / consolidate client guidelines
on a balanced approach to sureties and retentions, for incorporation in contracts,
providing options to registered contractors and improved cash flow management.

o facilitate client reporting to cidb on Contractor Development intitiatives and their
various contributions, for co-ordination and identification of areas for further support.

e
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8.2 Contractor Development Mechanisms

This strategywill focus on the development of contractors within the enabling
environment. It will draw on mechanisms created through various contractor
development initiatives, enabling contractors to gain the necessary experience, track
record and capital growth. It will include the following:

i) Alignment and, where necessary, development of learner contractor development
programmes (ECDP’s), joint ventures (JVs), direct contracts, subcontracts and
other appropriate mechanisms, thereby improving the business, technical and
operational performance of these mechanisms. Participating stakeholders will
commit work opportunities to the contractor development programmes.

In order to facilitate the alignment and implementation of these contractor development
mechanisms the cidb will:

e provide guidelines for the various mechanisms (ECDPs, JVs and others) based on
an assessment of supply and demand;

e develop guidelines which the programmes need to comply with as being part of the
NCDP, covering assessment/selection of contractors, support mechanisms,
accreditation of training providers and mentors, funding requirements and access to
work opportunities, as well as accreditation of contractors on exiting the
programmes;

ii) Facilitate the performance improvement of contractors by implementing the cidb
Best Practice Contractor Recognition Scheme and the Best Practice Project
Assessment Scheme. The contractor development programmes within the NCDP
will:

e support the pilot implementation of the cidb Best Practice Contractor
Recognition Scheme and the Best Practice Project Assessment Scheme;

o comply with the Best Practice Contractor Recognition Scheme and the Best
Practice Project Assessment Scheme, including:
= registration of projects on the Best Practice Project Assessment Scheme;
= completion and submission of contractor close-out reports;
= completion and submission of project close-out reports; and

e give preference to best practice contractors for work opportunities within the
NCDP.

In support of the above, the cidb will:

e develop and pilot the cidb Best Practice Contractor Recognition Scheme and the Best
Practice Project Assessment Scheme;

e develop guidelines for contractor and project close-out reports;

e develop guidelines for preferencing best practice contractors.

8.3 Construction Workforce Development

This strategy will support the development of a pool of skilled artisans, supervisors,
technicians and technologists for the construction industry, including:

¢ providing opportunities for practical training for learners on projects within the
NCDP; and

o facilitate access to bursaries, learnership grants and other funding
opportunities for learners.

The workforce development will focus on the following:

i Construction Worker - beginning to learn the skills and operations
within various construction components;

o —
‘E’ lll\.l.uc 28 ROUTH LT ci*

e Y L I T T ]

Page 11



Framework — National Contractor Development Programme — January 2010

i Artisan and Supervisors — learning the trades (e.g. brick laying,
carpentry, plumbing, electrical, etc.) and learning the skills of
supervisors (e.g. organization of work, supervision, quality control,
technical drawings, construction specifications, logistics management,
etc.). This stage will target the potential artisans, aspiring supervisors
and under skilled cidb grade 1 contractors who exhibit potential to
develop and will include a focus on specialist trades such as electrical,
plumbing, carpentry, etc.

In support of creating of a pool of skilled artisans for the construction industry, the cidb
will:

e partner with stakeholders to address skills training requirements and implementing
structures for the construction industry;

e propose a draft framework for a Building Skills Policy that provides for workplace
training of interns and up-skilling of company employees on public sector projects;
and

o facilitate access to learnership grants from the CETA for contractors to be able to
more easily access appropriate skills development for their workforce in a
programmatic way.

9 Key Stakeholders

A variety of stakeholders will be involved within the NCDP based upon their
willingness to commit appropriate resources to support the NCDP. These
stakeholders will be provincially co-ordinated via Contractor Development Forums,
representative of CD practionioners and stakeholders within the respective
provinces. These CD Fora will be the platform for information exchange and sharing,
provincial statistics reporting, consolidation and monitoring.

Organisations both public sector and private sector that are willing to subscribe to the

NCDP and commit resources include:

. cidb — overall programme management and provision of good practice guides,
contractor grading statistics, contractor registration, facilitation of access to
information through the Construction Contact Centers, co-ordination of
Provincial CD Fora. It is important to note that the cidb does not provide
finance, training nor projects to contractors;

= National Public Works — lead department within the “family of public works”,
implementation of contractor development and alignment of ECDP to NCDP,
with the EPWP focusing on job creation and learnerships, as well as accessing
of funding for grade 1 development;

= Provincial Public Works — current and new contractor development
programmes aligned to the NCDP;

= Private sector contractor associations — contractor and skills development
through training, mentoring, etc.;

. CETA - skills development;

= Banks and financing organisations — financing of working capital, insurance
and performance guarantees for contractors;

= Other stakeholders — willing to commit resources and support.

10 Monitoring and evaluation

10.1 Monitoring and Reporting

A monitoring and reporting system will be established for the NCDP by the cidb in
collaboration with NDPW in order to be able to monitor achievement of the outputs
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and gauge these against the targets set. The departments participating within the
NCDP will be required to register projects and to complete documents on time in
order to support the monitoring system. This reporting will occur provincially via the
Office of the Premiers and be channeled to the MEC’s, HoD’s and Provincial CD
Forum meetings.

10.2 Evaluation

Evaluation of the provincial CDP’s and the NCDP are considered an essential
element to provide feedback and lessons that can be extracted so that the
programme can be periodically modified and refined. Reviews of the programme will
be undertaken jointly by the cidb and NDPW and during the programme
implementation, pilot benchmarking a nd reviews will be undertaken either as an
issue arises or to understand a particular focus area/sector/component. Lessons
learnt will be documented and publicized, and promoted via practice notes and
guidelines, to assist guide Provincial implementing agents and CDP’s.

1 Communications Strategy

The NCDP is a cross cutting programme reliant on public and private sector
organisations embracing the development challenges. Effective communication of
good practice and the benefits will form a major focus of the programme during the
mobilization phase and is a joint responsibility of the collaborating partners.

Key elements of the communication strategy are set down below:

1.1 NCDP Launch

The NCDP will be launched at the respective Provincial CD Fora and championed
and publicized provincially by HoD’s and MEC’s, in order to profile the programme.
This will be the basis of commitment by the provincial Departments of Public Works
to participate within the NCDP, via their respective Provincial CDP’s.

11.2 Alignment with NCDP Framework

A series of interactions with the provincial Departments of Public Works should aim
to obtain alignment and commitment to the NCDP. Formal commitments through
HoD signed MoA’s must be obtained and followed up with detailed work sessions
with the officials at the Provincial CD Forum meetings.

The NCDP will also be extended to the State Owned Enterprises, Metro’s, other
National government departments, industry associations and established industry.
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12 Implementation Plan

The implementation plan to mobilize the programme is summarized below and set
out in further detail in attached Annexure 1.

National Contractor Development Programme Mobilization Plan

Action Responsibility Target Date
1. Establish NCDP Framework NDPW with cidb Jan 08
Revise/ update Jan
2010
2. Official Launch of the NCPD cidb and Provincial | Feb 08 — Nov 2009 -
Fora Done
3. Influence and Align Public Works Contractor NDPW & PDPW'’s June 08 — March
Development Programmes (National and supported by cidb 2010
Provincial)
4. Skills Development Plan for Component 1 cidb & NDPW June 2010
supported by CETA
5. Financial Products and Credit/ access to finance Banks supported by March 2010
for Contractors cidb
6. Construction Contact Centres (CCC’s) cidb with PDPW'’s March 2010
7. Contractor Guidelines and Tools June 2010
8. Monitoring and reporting cidb with NDPW'’s & July 2010
PDPW’s
9. Evaluation and lesson learning cidb with by NDPW'’s Nov 2010
& PDPW’s
10. Extend NCDP to State Owned Entities cidb supported by Nov 2009 - Done
NDPW'’s & PDPW'’s
11. Extend NCDP to other National Government cidb supported by Nov 2009 - Done
Departments stakeholders/ role-
players
12. Extend NCDP to Municipalities cidb supported by Nov 2009 - Done
NDPW'’s & PDPW'’s
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Annexure:

Annex 1 Programme mobilization action plan
Annex 2 Lessons from existing programmes

Annex 3 Success factors for participating contractor development programmes
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Annexure 1: Programme mobilization plan

Key actions planned to mobilize the NCDP are set down below:

National Contractor Development Programme Mobilization Plan

Action Responsibility Target Date
1. Establish NCDP Framework NDPW with cidb Jan 08 — Done
Revise/ update
Jan 2010
a. Submit NCDP Framework to Public Works cidb cidb supported by Jan 08 - Done
Board, HoD’s, MINMEC, and obtain approval NDPW
b. Formulate Contractor Development Programme cidb March 2010
(CDP) business plan template to guide
participating organisations
c. Establish NCDP monitoring and reporting system cidb supported by June 2010
NDPW
d. Workshop NCDP with National and Provincial cidb supported by Feb 08 — Nov
Public Works Departments NDPW 2009 - Done
2. Official Launch of the NCPD provincial CD Fora Nov 2009 - Done
3. Influence and Align Public Works Contractor NDPW & PDPWs June 2010
Development Programmes (National and Provincial) supported by cidb
a. Preparation of Contractor Development NDPW & PDPWs Feb 08 — April
Programme (CDP) business plans by Public 2010
Works
b. Alignment of existing or establishment of new NDPW & PDPWs Feb 08- April
Contractor Development Programmes in National 2010
and Provincial Public Works
c. Establish procurement strategies to support N_DPW & PDPWs March 09 - Done
contractor development with SUngrt form
Ci
d. Assign or appoint resources to support Contractor | NDPW & PDPWs April 09 - Done
Development Programmes
e. Select learners/contractors within the NCDP NDPW & PDPWs April 2010
f.  Establish payment reporting and monitoring NDPW & PDPWs June 2010
system to ensure client payment to contractors are
on time
g. Launches of Provincial Contractor Development MECs supported by July 08 — June
Programmes PDPWs 2010
4. Skills Development Strategy cidb & NDPW June 2010
supported by CETA
a. Formulate skills development strategy in support cidb & NDPW March 08 - Done

of NCDP

supported by CETA
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Confirm funding options & budget allocations for CETA, Government Marc h 2010
skills development programme Dept’s, and cidb
Mobilize skills development strategy cidb & NDPW March 2010
supported by CETA
Confirm skills development service providers CETA supported by June 2010
cidb & NDPW
. Launch the skills development strategy in support Minister of Labour June 2010
of the NCDP with Minister of
Public Works
5. Financial Products and Credit/ access to Banks and Material March 2010

finance for Contractors

Suppliers supported
by cidb

Engage with banks and identify willing partners

cidb supported by
PDPW'’s & NDPW

Feb 07 — March
2009

Formulate financial support strategy with financial
institutions

Banks supported by
cidb

March 09 - Done

Confirm financial and Credit support products and
conditions

Banks and Material
Suppliers - MoA

March 09 — Done

Communicate financial support products to Banks, Material March 2010
registered contractors Suppliers & cidb
Launch of financial support strategies supporting Banks March 2010

NCDP

6. Construction Contact Centres (CCC’s) cidb with PDPWs March 2010 (all
except N-W by
end 2010)
Establish 4 pilot CCC’s cidb with PDPWs Marc h 2008 -
Done
Open and launch CCC'’s in each of 4 pilot Minister with MEC’s | March '08 - Done
provinces
Role out CCC'’s in all provinces cidb with PDPWs March 2010 (all
except N-W by
end 2010)

7. Contractor Guidelines and Tools June 2010
Identify and prioritize contractor guidelines and cidb supported by Jan 2008 - Done
tools NDPW
Develop top priority guidelines and tools cidb Jan 2008 - Done
Establish services for guidelines and tools within cidb March 08 - Done
CCC’s
Communicate availability of guidelines and tools to cidb March 2009 -
registered contractors Done

8. Linkages to EPWP
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a. Engage with EPWP and forge linkages and cidb supported by Sept 07 - Done
integration based on lessons learnt NDPW EPWP
b. Promote next round of EPWP learnerships cidb with EPWP Nov 08 - Done
(grades 1 and 2) and ensure that all contractors
are registered
9. Monitoring and reporting cidb with NDPWs & July 2010
PDPWs
10. Evaluation and lesson learning cidb with by NDPWs Nov 2010
& PDPWs
11. Extend NCDP to Industry Associations and cidb supported by Nov 2009 - Done
Established Industry stakeholders/
roleplayers
12. Extend NCDP to Parastatals cidb supported by Nov 2009 - Done
NDPWs & PDPWs
13. Extend NCDP to other National Government cidb supported by Nov 2009 - Done
Departments stakeholders/
roleplayers
14. Extend NCDP to Municipalities cidb supported by Nov 2009 - Done
NDPWs & PDPWs
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Annexure 2: Lessons from existing programmes

1. Purpose

The purpose of this Annexure is to highlight the key high level lessons learned from
various contractor development initiatives. The document attempts to filter the key
success factors from various programmes and desist from discussing individual
initiative in detail. Highlighting of elements that were implemented without the desired
successes is also of utmost importance.

2. Background

The poor performance of contractors, the skewed distribution of contractors across
the grades and classes of work, insufficient supply side capacity, lack of sustainable
contracting enterprises and fragmented and unfocussed Contractor Development
Programmes loom large in the litany of challenges facing the construction industry in
South Africa.

In an attempt to respond to the above challenges, the industry has experienced a
mushrooming of contractor development programmes, as a result of which a far
greater number of learner contractors could be reached and a far wider range of
services offered.

The mushrooming of contractor development programmes has also had its
shortcomings. These relate to: lack of co-operation, duplication of services and
resources, insufficient depth and professionalism amongst staff within the
programmes.

It is against this backdrop that, the cidb and Public Works are now establishing a
framework for a National Contractor Development Programme. Such an exercise
would however be futile without drawing on lessons and experiences of the various
previous and current initiatives, and extracting from them critical success factors of
what could be considered a recipe towards an effective and sustainable Contractor
Development.

There has long been an understanding for the development of a national contractor
development programme. This was the focus of the National Contractor
Development Workshop held in 2000, “Towards a National Contractor Development
Programme.” This workshop identified the main areas where the construction
industry required development, and those methods which would provide a
coordinated response to these needs.

This was followed up in 2005, by the Enterprise Development Workshop which was
jointly hosted by the cidb, National Department of Public Works and the Construction
CETA. This workshop reinforced the need to consolidate and coordinate the
disparate contractor development programmes that are currently being operated by
different client bodies around the country. The workshop also identified certain
programmes that are being implemented and which could be considered as
contributing best practices, it also highlighted elements that should be avoided in
implementing contractor development.

The workshop brought together a wide range of contractor development practitioners.
The list includes: national departments, provincial departments, local authorities,
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development agencies, financiers, non-governmental agencies, industry bodies,
research institutions, academic institutions, skills development bodies, training
authorities, contractors. both emerging and established.

3. Achievements of past and current contractor development initiatives

It has been widely accepted that the success of the past and current contractor
development initiatives has been quite modest. However significant lessons can be
drawn from those initiatives.

Of greater importance these programmes have been able to:

e Inform policies and research agenda promoting the participation of emerging
contractors.

o Advocate the interest of emerging contractors and ensured that policies and
procedures in the construction industry create an environment conducive to the
development and promotion of emerging contractors.

¢ Inform policies on the peculiarities of the construction industry problems.

e Increase the participation of emerging contractors in mainstream construction
activities.

e Substantially increase the emerging construction enterprises share of work
opportunities within the public sector.

e Stimulate economic activity in the most depressed areas.

o Promote the participation of women in construction.

e Support emerging contractor’s access to business training, finance, tendering
information and work opportunities,

o Support the establishment and strengthening of the organisational capacity of
emerging contractors.

e Persuade through intermittent interaction financiers to provide the necessary
support to emerging contractors.

e Pilot models for contractor development programmes eg. The South African
Construction Excellence Model (SACEM) and the Emerging Contractor
Development Model (ECDM).

4. Challenges faced by contractor development programmes
The challenges faced by the various initiatives include:

o The co-ordination and management of the many facets of the different
programme.
o Maintaining focus on sustainability against pressures to roll-out too rapidly;

reaching target market with information about the opportunity; sourcing
mentors with the requisite skills and experience.

o The large numbers of contractors targeted requires large numbers of trainers
and mentors which are not readily available, and are costly.

o The available resources to effectively and efficiently monitor, evaluate and
facilitate programmes are limited.

o An integrated development approach requires considerable support from
senior management of public sector clients and considerable inputs from
officials.

o Programmes lack sustainability.

o While public sector clients have done a lot for contractor development,

particularly in the area of policy, there are still many issues that must be
addressed at operational level, such as late payment cycles.
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o Procurement policies should encourage longer contract periods and move
away from frequent tendering which is both expensive and disruptive.

o More qualifications need to be developed that are targeted at the specific
needs of small and emerging contractors.

o There is a lack of access to affordable finance.

o Contractors lack demonstrable credit and track records.

J Small and Emerging contractors face the following challenges in the current

South African context:

- lack of continuity of access to work opportunities;

- lack of access to finance/credit;

- training;

- mentoring;

- lack of wuser-friendly procurement procedures and tender/contract
documentation;

- lack of quick payment procedures;

- un-affordability of guarantees or sureties;

- lack of access to affordable contractors’ all-risk insurance.

5. Lessons learnt

Specific lessons extracted from various initiatives have become a recipe for
sustainable contractor dev elopement programmes. These lessons have informed the
core principles and design of contractor development programmes including the draft
NCDP Business plan.

5.1 Principles

e Support should be provided to enterprises which make best use of the support
provided.

e Enabling programmes must not perpetuate the division of the construction
industry between a relatively well-resourced formal sector and an unregistered,
poorly resourced informal sector.

e Criteria for the provision and discontinuation of support must be clearly stated
and made known to interested parties.

e The objectives of the programmes should be clearly spelt out

e The performance of emerging contractors should be systematically monitored
and evaluated using a register which creates, inter alia, a track record.

e Clients should pay contractors promptly.

e Uniform and standard procurement documents, practices and procedures;
standard targeting strategies and uniform preferencing procurement policies,
which are developed at a national level with minimal locality/ organisational
specific amendments, should be used.

o Exemption based strategies should not be resorted to, to enable emerging
contractors to grow and develop.

e The principles of the National Qualifications Framework (NQF) should form the
basis for any managerial and skills development.

¢ Training should promote career progression.

5.2 Design of Interventions

Interventions should be designed and structured to:
e address supply side constraints so that emerging contractors can access the
opportunities presented by the Affirmative Procurement Policy;
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e enable emerging contractors to overcome the impediments arising from the
legacy of apartheid so that they do indeed emerge;

e provide support to qualifying contractors performing at both prime and
subcontract level across the full spectrum of the construction industry whilst
ensuring that balanced development takes place in all sub-sectors;

o facilitate access to information, advice, mentoring, finance and credit and support

entrepreneurial, commercial and contract related management skills

development;

enable emerging contractors to mature through the execution of public sector

construction contracts (engineering and building) to the extent that there are no

identifiable disparities between such contractors and non-emerging contractors
operating in the same markets;

e encourage and reinforce private sector initiatives and to avoid reliance on the
public sector which cannot substitute or replace existing finance, training, buying
and marketing infrastructure;

e balance the objectives of the promotion of the emerging sector with community
employment and training objectives;

e enable emerging contractors to successfully compete for and secure profitable
contracts in both the public and private sectors and to execute such contracts
both efficiently and competently; and

e reinforce other development initiatives (commitment to work together and share
information)

5.3 Other lessons

Other lessons learnt are that, there is an urgent need for:
e broadening of public sector support to all levels of government (national,
provincial and local)
o differentiation in the design and implementation of focused support
programmes;
¢ An expansion of privately supplied contractor support services;
e A spread of support services to all the regions and places of the country, both
urban and rural; and
e A reasonable co-ordination of these efforts, notwithstanding limited financial
and organisational (implementation) capacities.
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Annexure 3: Success factors for participating contractor development
programmes

Each public sector client who, as a large portion of their mandated business procures
construction goods and services (both new and maintenance works) will be
encouraged to align their current programmes if they have them to the NCDP or
institute contractor development programmes within their normal business
processes. The typical generic components of the contractor development
programme within a public sector client will comprise:

1. Political and senior management support — essential to a successful
programme will be approval and support by the leadership of the organisation

2. Result and target setting — comprising defining targets linked to the NCDP
results framework, which the organisation will commit to achieve in terms of
its capacity and contracting needs;

3. Budget allocation — comprising allocation of a defined budget for
procurement of construction goods and services (including maintenance)
within the contractor development programme;

4. Management resources — comprising committing adequate resources (either
internal or externally contracted) to drive the contractor development
programme within the organisation;

5. Procurement strategy — comprising defining a procurement strategy (within
the current regulations) which will facilitate contractor development (e.g.
clustering of projects within one contract, term contracts, large contracts with
targeted skills development requirements, incremental allocation of work
within a larger contract etc.) See cidb practice note 1 for appropriate
strategies;

6. Contract management and prompt payment - comprising committing
adequate resources (either internal or externally contracted) to provide
efficient and effective administration of contracts including certification and
payment of contractors claims on time;

7. Site supervision and quality assurance - comprising committing adequate
resources (either internal or externally contracted) to provide effective site
supervision and quality assurance on a consistent ongoing basis throughout
the life of all contracts awarded within the programme. This is an important
component as inadequate supervision and poor quality management systems
is seen as one of the key reasons for poor quality;

8. Skills development — comprising linking contractors to skills development
programmes offered by other stakeholders who commit to provide these
initiatives as part of their contribution to the NCDP;

9. Access to finance - comprising a combination of providing appropriate
surety conditions to contractors (for example the current strategy adopted by
NDPW) and linking contractors within the programme to financial institutions
offering working capital to contractors who have been awarded viable
contracts

10. Monitoring and reporting — comprising reporting progress and achievement
of the results within their normal reporting process to the organizational
leadership and quarterly to the NCDP facilitator.
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Key Activities within Public Sector Contractor Development Programmes

Set down below are the key activities which the client departments will be expected

to incorporate within their contractor development programmes:

1. Implement procurement strategies which will promote contractor enterprise
development and contracting capacity formation, including creating continuity
of work for contractors within various grades through a competitive tendering
process (See cidb Practice Note 1 for advocated approaches to procurement
strategies);

2. Utilize the cidb iTender and Register of Projects as required in terms of the
Construction Regulations to advertise tenders and track project progress (i.e.
contract award or cancellation, completion or termination, completion on time,
within budget and to specification) in order to provide registered contractors
with a track record and measure of performance improvement;

3. Implement surety provisions appropriate to the level of risk within types of

projects and grades of contractors;

Ensure that the contractors are paid on time for work approved;

Institute appropriate levels of contract management through experienced

internal or outsourced built environment service providers as principal agents;

6. Provide appropriate levels of contract administration by experience service
providers (built environment professionals) to oversee the work of the
contractors in a facilitator manner in order to improve capacity of contractors;

7. Facilitate quality assurance to improve contractor performance;

8. Facilitate links between contractors and financial institutions participating
within the programme so that contractors have ready access to working
capital;

9. Standardise designs and specifications as far as possible in order to facilitate
repletion for improved contractor performance and skills development;

10. Link contractors to skills development programmes established within the
NCDP;

11. Commit to and uphold the cidb Code of Conduct and ensure that their agents
do the same;

12. Monitor and report progress and results in terms of the monitoring and
reporting system established within the NCDP.
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