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REVIEW OF THE VENTURE LEARNERSHIP PROGRAMME 

 

Introduction 

 

Small businesses play a vital role in any economy: they provide employment and competition, a few 

innovate and grow to businesses of scale and sophistication, and importantly, in a South African 

context, a vibrant enterprise sector helps reduce the over-concentration of economic power.
1
 The 

South African government has recognised the need to stimulate the growth of small business, linking 

this to the need for racial transformation of the economy and job creation.   While small businesses 

may be desirable, engaging and supporting them is difficult. In part, this is because small businesses 

are not only vulnerable, but extremely diverse.  

- In South Africa, an important government intervention designed to promote black2 small 

business is the Venture Learnership Programme (VLP), which falls under the Expanded Public Works 

Programme. The potential of the programme is not disputed: the SME sector has long been 

identified as a vital aspect of economic growth, sustainable black economic empowerment and 

poverty alleviation. President Thabo Mbeki, in his State of the Nation address on 9 February 2007 set 

out his expectations for the future of the EPWP when he said: “There is no question that this 

programme can and must be ratcheted upwards quite significantly”.
3 

This raises the stakes in what is 

already a daunting task. In the words of an interviewee, the VLP is  ‘…a whole new area, nothing like 

this has been done before. Other aspects of the EPWP at least had the advantage of learning from 

mistakes.’   

This draft report reflects on presentations made by both implementers and beneficiaries as 

part of a review of government’s VLP commissioned by the Expanded Public Works Support 

Programme. The report begins with a brief overview of the VLP, followed by an outline of the 

objectives of this assignment and the methodology requested by the EPWP and its limitations. The 

discussion then moves to the challenges in engaging small enterprises which any programme 

designed to bolster small enterprises is likely to confront, drawing on local and international 

research. Included in the discussion is a new segmentation model, the Business Sophistication 

Model, to aid analysis and targeting of strategies to promote small business growth and 

development. It is hoped that this approach will provide a useful backdrop to review the VLP and its 

objectives. Aspects such as learner selection, balancing the benefits and costs (financial and 

otherwise) of support interventions, the complexities of multi-stakeholder involvement, and the 

                                                
1 Napier, M and Hudson, J ‘Where cellphones rule’ in Mail and Guardian 16 February 2007 
2 Black as defined in the Broad-Based Black Economic Empowerment Act: African, coloured and Asian South 
Africans. The terms “previously disadvantaged” and “historically disadvantaged individuals” are also used. 
3 Mbeki, T State of the nation address 9 February 2007 
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importance of local level engagement are then explored before turning to focus on the effectiveness 

of the VLP in generating SMEs,  and its financial sustainability – incorporating a discussion on ABSA 

bank’s involvement in the programme and mentorship aspects. By way of conclusion, strengths, 

weakness and suggested recommendations – in the short, medium and long term - are then offered.   
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Overview of the VLP 

 

In November 2003, Cabinet approved the conceptual framework of the Expanded Public Works 

Programme, the objective of which is to use public sector budgets to create additional work 

opportunities coupled with training. Cabinet mandated the EPWP economic sector to develop 3 000 

sustainable businesses in various sectors through a structured programme known as the VLP over 

the period 2004/05-2008/09.  

The VLP aims, among other things, to create small and medium enterprises (SMEs) by 

providing learnerships to selected emerging enterprises and supporting these emerging enterprises 

through work opportunities created by “ring-fenced” or dedicated procurement of goods and 

services by Public Bodies. The VLP identifies owners of emerging enterprises that operate in the so-

called “second economy” and provides them with training and a work opportunity, so that they can 

show a track record and are better skilled to function in the first economy.  

• The learner selection criteria include the following targets: 

• At least 85% of the selected learners should be historically disadvantaged individuals; 

• At least 50% of the selected learners should be women and/or disabled; 

• At least 50% of the learners should be youth (younger than 35 years). 

Applicants must: 

• Have at least Grade 10 (applicants can approach the relevant SETA or Accredited Training 

Providers for Recognition of Prior Learning and can be eligible if they obtain Grade 10 

through RPL before the closing date of the advertisement); 

• Indicate in writing that they will go onto the learnership on a full-time basis. 

According to the guidelines, preference is given to applicants with: 

• Experience in owning/running or managing a business; 

• Experience in the sector in which the training projects are allocated; 

• Higher qualifications than the minimum specified; and 

• Access or ownership of capital or assets that would be useful for the Emerging Learner 

Enterprise.  

Incomplete applications and those that do not meet the selection criteria are eliminated; 

written assessments covering four areas: business, finance, entrepreneurial ability and numeracy are 

then conducted. The results of the written assessments for part of the total assessment mark of the 

applicant and determine whether applicants will proceed to short-list phase to be interviewed. 

Interviewees are evaluated in the following areas: 
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•  Qualifications – 5 points 

•  Experience – 5 points 

•  Communicating in English – 5 points 

•  Entrepreneurial ability – 5 points 

• Leadership skills and business management skills – 5 points 

• Technical skills in the sector in which the training project is allocated – 5 points. 

• Those scoring lower than 24 points out of a possible 35 are eliminated. ABSA bank prepares 

a credit check report for all applicants prior to the interviews. Applicants are then ranked 

according to their total score on the four weighted categories namely: 

• Written assessments; 

• Affirmative action profile; 

• Experience and interview score 

• Qualifications of the applicant. 

As soon as learners are selected into the learnership programme: 

• They register a new close corporation (CCs); and 

• Absa officials open bank accounts in the name of the newly formed CCs and implement Absa 

credit approval and granting processes. 

The main components of the VLP programme are the Vuk’uphile contractor 

programme, and the New Venture Creation Learnerships. Both consist of: 

• Classroom and practical on-site training, though the Vuk’uphile programme is entirely for 

contractors in the construction industry;  

• Provision of funding by SETAs for a certain number of Learnerships within the sectors they 

support; and  

• An MOU between relevant Public Bodies and SETAs and the DPW setting out roles and 

responsibilities of various parties and a basic policy framework. 

The Vuk’uphile programme is well-resourced and established. It predates the NVCL programme. The 

majority of learners are in the Vuk’uphile Programme. Other programmes being implemented 

include the Sakhasonke Programme managed by the Limpopo Department of Public Works.  

NDPW is contractually committed to provide mentors for the programme and as, since 

November 2004, provided mentorship services to 39 different programmes running in 9 provinces. 
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Funding has been in excess of R32 million – excluding the costs of funding associated with the 

management of mentors and the programme, which is in excess of R10 million.
4
 

NDPW entered into an agreement with ABSA bank to provide access to credit and financial 

services to those learners who require it, enabling learners to purchase equipment and have access 

to working capital until they receive their process payments. 

 

Objectives of this assignment 

 

The specific objective of the assignment is to assess the effectiveness of the current approach being 

applied by the EPWP Unit from the following perspectives: 

• Effectiveness of the approach in generating SMEs; 

• Basis on which technical support can be provided [mentorship] 

• Financial sustainability of the mentorship [how it is paid for] 

This research is not intended to be exhaustive but will feed into the EPWP Unit’s assessment 

and review, as well as discuss key problem areas identified by the EPWP, for example that of 

providing mentors to the SMEs established. As such, the report is meant to inform present and 

future deliberations of the EPWP Unit. 

 

Methodology 

 

This is a qualitative study, which draws on data presented at 2 full day workshops with implementers 

and beneficiaries, as well as literature provided by CJ Abrahams from the Department of Public 

Works, and supplementary interviews.  

In line with the Terms of Reference for the study, a panel of SME specialists was selected 

and established in consultation with the EPWP Unit and the Expanded Public Works Support 

Programme. Judi Hudson, a consultant with experience in policy and regulatory issues affecting small 

business as well as access to finance issues, led the assignment, co-ordinated the panel and arranged 

the workshops in consultation with the EPWP.  

The panel comprised reputable SME specialists, namely: 

• Septi Bukula – expert in small business policy and himself an entrepreneur. 

• Dr Gillian Godsell – from the School of Public and Development Management, University of the 

Witwatersrand, with over 20 years of experience in entrepreneurship research. 

                                                
4 EPWP Proposal: Establishment and part funding of the Vuk’uphile mentoring fund with regard to the EPWP 
Vuk’uphile contractor learnership programme August 2006, p.1 
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• Roy Polkinghorne – previously head of SME unit at Standard Bank, currently an independent 

consultant focusing of SME issues. 

• Reg Rumney – independent consultant specializing in black economic empowerment and 

preferential procurement issues. 

A list of presenters was drawn up in consultation with the EPWP Unit and the EPWSP and 

included implementers and beneficiaries of the various programmes. The following presentations 

were made: 

 

Day one: 

Introduction and conceptual overview    CJ Abrahams 

of the VLP            

• A view from Absa      Randy Ramjukadh 

• Provincial perspectives: EThekwini   Jannie Pietersen  

and Clive Andersen 

• Provincial perspectives contd: Nkangala   Allan Zimbwa 

• Overview presentation     Alistair Glendenning 

The role of the CIDB in      Nthabiseng Mehale 

contractor development     

• The findings of the Gopa study    Keith Lockwood 

Day two 

• A view from the mentor     Jean Kotze 

• A view from a learner      Sakhe Mdikane 

• The Western Cape     Nerina Khan 

• Conceptual underpinnings of the VLP   Sean Phillips 

Panelists posed a number of questions during these workshops including:   

• What worked? Why?  

• What has not worked? Why?  

• What are the most important issues, learnings, challenges and risks that have emerged?  

• What are the opportunities?  

• Has anything unexpected happened during the course of these programmes?  

• How can the programme be improved?  

• How can issues of financial sustainability be addressed?  

• What are the steps to be considered in any rollout of the programme?  
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The overall purpose of the workshops was to explore issues and challenges that have emerged, 

and allow the implementers of the programmes to ‘tell their story’ to the panel. The panelists were 

asked to be frank in their criticism of the programme, though were always mindful that this should 

lead to constructive outcomes, and focused on teasing out practical, specific recommendations to 

enhance effectiveness. The evaluation was informed by recent studies of small business, such as the 

FinMark study, and underpinned by the practical experience of individual panelists in their areas of 

small business development expertise. Knowledge was pooled during the days set aside to hear 

presentations on the VLP, through e-mail, and ideas brainstormed at a special morning session 

attended by all the panelists.  

 Subsequent interviews were conducted with:  

• Leon Hechter - Department of Education 

• Lawrie Schlemmer – MarkData 

• Julia de Bruyn – National Treasury 

• Judy Naidoo – National Treasury 

• Cedric de Beer – Nurcha 

• Barrie Terreblanche – B2B insight 

There are severe shortcomings in short-term studies of the nature stipulated in the Terms of 

Reference for this assignment. There was perhaps an overbalance on representation of players 

involved in the Vuk’uphile programme rather than the newer NVCLs, for example. There was also 

unevenness in the presentations made. More research is required to reach firm conclusions 

regarding the VLP since the plural of anecdote is not data.  

 

Engaging small business: Scoping the challenge  

 

Before getting into detail on the findings of the study, it is important to set out some of 

the broad challenges that confront the SME sector as backdrop to situating the VLP and its approach. 

Political pressures for delivery on this programme notwithstanding, it must be remembered that 

small business development is a marathon not a sprint. Interviewees and panelists warned of the 

dangers of blindly chasing targets of 3 000 financed and operating contractors by the end of 2008. 

Argued a panelist: 

A project which has taken 2,000 learners, given them experience they 

otherwise wouldn’t have had, and established some of them in business, is 

worth more than 3,000 disaffected participants.    
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Similarly, rather than focus on the contract values, focus on giving the entrepreneurs the 

right kind of experiences to facilitate learning; give them gradual exposure, starting with basic 

projects, and building up from there. Absa presently has 325 customers under the scheme, 

borrowing a total of R125-million (R385 000 average) This represents just over 10% of the desired 

target of 3 000 contractors. It would appear that the lending rate will need to be stepped up quite 

markedly if this target is to be met. Alternatively, the targets need to be rethought. 

Secondly, there is much debate about ‘two economies’, in which a formal, well-

established, wealthy economy is said to exist side-by-side with an informal, poor and 

underdeveloped economy. Policy interventions are geared towards ‘graduating’ second economy 

enterprises and activities into the first, as if the informal sector is a budding formal sector SME. 

Whether or not there is in the strict sense two economies, or that this is simply a metaphor for 

understanding the enormity of the country’s inequalities is itself open to debate. Whatever the case, 

it is extremely difficult for people to climb the ladder out of the “second economy” or the set of 

circumstances that keeps many South Africans mired in poverty. Says Barrie Terreblanche of B2B 

Insight: 

Serious research is needed into the extent of graduation from informal to formal 

business, and whether it is at all possible on a large scale. My unhappy 

conclusion is that well-intentioned attempts at getting informal business to 

graduate to formal businesses have been a waste of scarce developmental 

resources. My observations suggest that informal business owners either remain 

informal or leave their businesses to become formal employees. Unemployed 

youths who are encouraged to start their own businesses fail in frightful numbers 

when their attempts are coupled to formal business arrangements such as bank 

loans or contracts. It leaves them with ruined credit records and dashed 

confidence… It seems that a major step forward would be for the development 

community to accept this reality.
5
 

South Africa is not unique. Surveys conducted across Southern Africa indicate that less than 

one percent of firms ‘graduate’ from the micro-enterprise seedbed and become more established 

enterprises employing more than 10 people.
6
 Commenting on the harsh realities along the path from 

emerging to emerged, Alistair Glendinning from the National Department of Public Works, listed 

                                                
5 Quoted in CDE Supporting South Africa’s emerging entrepreneurs: Key to Growth Research Report no. 12, 
2004, p.21 
6 Mead, DC and Liedhold, C 1998 The dynamics of micro and small enterprises in developing countries  in 
World Development 26, p.67 
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these as ‘skills inadequacies, poor consultants, financial constraints, slow service delivery, late 

payment, heavy regulation.’
7
  

A further difficulty is the cross-cutting nature of small businesses. Studies in different 

geographical areas might throw up different emphases; small businesses are found in many sectors, 

and almost every sector of the economy has regulations specific to its type of operations. These 

factors add complexity. In addition, no matter how careful a small business support intervention, it 

might not be able to overcome economic downturn within certain sectors or in the economy more 

generally. Partly for this reason, business development services that are appropriately focused, 

targeted, sector-specific and delivered in a market-based manner – a point to which we will return - 

are more likely to meet with greater success. 

 Importantly, the reality is that large proportions of businesses the world over fail more 

than once before succeeding.
8 

Not only is there a high risk of failure, but South Africa also reportedly 

exhibits low levels of entrepreneurship. This year’s Global Entrepreneurship Monitor, for example, 

ranked South Africa 30 out of 42 countries, with just 5,29% of the country’s population involved in 

total early-stage entrepreneurship activities.
9
 By contrast, China, on a TEA rate of 16.9, is more than 

3 times the SA rate; SA also compares poorly with upper-middle income countries such as Uruguay 

(12.56) or Malaysia (11.9). Further evidence of our sluggishness is suggested by a recent survey of 

small businesses in Gauteng which found that only 27% of them had plans for taking advantage of 

the 2010 opportunity.
10

 

Contrary to the popular view, only a small proportion of small businesses are likely to be 

engines of job creation. Most are engaged in business to make ends meet, are not innovating, and 

are not potential growth businesses, nor do they aspire to be. Indeed, not everybody can or has the 

appetite to be an entrepreneur. Running a small business is demanding; there are many challenges 

in addition to the high failure rates and volatility such as: access to capital, access to markets, crime, 

low savings rate, quality and availability of staff, the role of attitude in entrepreneurial orientation, 

the impact of HIV/Aids on the business, limitations of the time and energy of the entrepreneurs, and 

high compliance costs imposed by the regulatory environment.  

Compliance costs vary with firm size, and small business suffers most. Regulations impose 

disproportionate costs on SMEs because of their limited administrative resources and uncertain cash 

                                                
7 Glendinning, A EPWP Vuk’uphile Contractor Learnership Programme: Overview, Presentation at VLP 
Review workshop, 6 February 2007  
8 In June 2001, then minister of trade and industry Alec Erwin reportedly disclosed that 117 246 small 
businesses receiving government assistance had failed during the past four years, at a cost of more than R68 
million. Business Times 9 April 2002 
9 Quoted in SA needs more start ups and entrepreneurs to meet its 6% growth target’ in Business Day 19 
February 2007 
10 FinMark Trust and Gauteng Enterprise Propeller Pilot study survey highlights including BSM model: 
FinScope small business Gauteng 2006 p.30  
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flows. An OECD Report, Businesses’ views on red tape examined the costs of administrative 

compliance in almost 8 000 SMEs and found that compliance costs per employee were over five 

times higher for the smallest SME than for the largest.
11

 A South African study found that compliance 

costs represent 8,3% of turnover for enterprises with annual sales of less than R1-million and 0,2% of 

turnover for corporations with sales of R1-billion or more.
12

 

The effectiveness of most official support programmes for small business is open to 

question. Government’s ‘reach’ into this sector is perceived to be low, although its good intentions 

are not disputed.  A report released in the second half of 2006 by the Gauteng Enterprise Propeller 

and FinMark Trust shows that that only 8% of small businesses in Gauteng use government-support 

mechanisms, with Umsobomvu the market leader. Around seven out of 10 business owners are not 

aware of any organizations providing support, back-up, advice or training to small businesses in 

Gauteng. It is not just government that is challenged by engaging small business. Credit extension to 

these small businesses is so low – less than 2% - that it raises questions about whether banks will 

achieve their commitments under the Financial Sector Charter. 

Figure 1 

Of the 28% business owners who had ever heard of an  organisation that 
supported small business, prompted awareness was …
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11 Quoted in Hudson, J Is South Africa a good place to do business? SME Alert published by the SBP, 
November 2003  
12 SBP Counting the costs of red tape for business in South Africa: Headline report November 2004 
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In this context, it is useful to draw on a World Bank study which identifies two conditions of 

successful intervention: government interventions should support, not replace the market, and they 

should have a ‘light touch’ through decentralization of services.
13

 Justification for public sector 

intervention is based on: 

• Resolving a clear market failure (greater than any distortion the intervention itself might create); 

and 

• Intervening in a cost-effective manner. 

This suggests that where appropriate resources should be decentralized to tailor programmes to 

the specific needs of an area and its small enterprises. 

A further aspect which is useful in tailoring programmes to promote small business lies in 

segmenting the small business market. 

 

Segmenting small business 

 

A problem in engaging small business is that while it is often assumed that small business is 

one homogenous lump, there are important differences between them. In fact, the small business 

market is so varied that it requires a classification tool that goes beyond formality, size and legal 

status to look at the continuum of small business. A recent tool that has been introduced is a 

segmentation model, the Business Sophistication Measure (BSM), which attempts to capture the 

vastly varying conditions of small businesses, ranging from street traders to sophisticated and fast-

growing enterprises.  

The BSM identifies 7 segments, plotting the continuum of business sophistication from 

informal street vendors to more sustainable business practices. This provides a finer classification 

and rich lens through which to view the different needs of small businesses with different levels of 

sophistication.
14

 The relative sophistication of the business does not mean that these business 

owners do not need support, but their needs will differ from those businesses in the lower BSMs.  

The upper BSM tiers represent formally registered businesses. In BSM 7, for example, 94% of 

businesses are registered, businesses are well-established, having been operating for more than 15 

years, most have a budget, written business plan, updated financial records, use technology and 

have access to a variety of financial products. As can be seen in the table below, quite a large 

majority of business in the upper BSMs do not keep financial records.  

                                                
13 Levy, B et al Technical and marketing support systems for successful small and medium enterprises in four 
countries World Bank Policy Research Working Paper 1 400, December 1994, pp.6-7 
14 The BSM was developed from a set of empirical variables, from the place where business is conducted, such 
as a footpath or office block, to whether a business keeps financial records, contracts of employment, pays taxes, 
and issues of access to finance, the penetration of banking services and business insurance. 
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Figure 2 

Keeping financial records 

 

 

Source: FinScope small business Gauteng pilot study 
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Figure 3 

0.1 0.1 0.2
0.5

0.9

1.8

8.9

0.0

1.0

2.0

3.0

4.0

5.0

6.0

7.0

8.0

9.0

10.0

BSM1 BSM2 BSM3 BSM4 BSM5 BSM6 BSM7

n=2001

THE AVERAGE NUMBER OF JOBS CREATED BY SMALL BUSINESSES IS 1.3.  THERE IS A 

SIGNIFICANT SKEW TOWARDS THE UPPER BSM TIERS

JOB CREATION

 

Source: FinScope small business Gauteng pilot 

 

Figure 4 
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In BSMs 5 and 6 businesses move from sole trader status into employment-generating 

entities of greater sophistication. This is also where business owners start to say they would not 

prefer a full-time job and would rather stay with their businesses. Those enterprises in the lower 

BSMs tend to see running a small business as a consolation prize for not getting a job in the formal 

economy and are likely to remain informal or leave their businesses to become employees. 

One implication of this is that the objectives of development and support programmes 

should be more selectively targeted, and points to the importance of a smart selection process and 

the right skills to evaluate the entrepreneur. 

Figure 5 

 

Source: FinScope small business Gauteng pilot survey, 2006 
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15 Hermann, K South Africa’s industrial strategy: A small business perspective SME Alert Vol. 5 No. 1, 
September 2001 
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government’s first foray into empowerment was in favour of the entrepreneurial growth of small 

business. However, not all SMEs are black: not all black businesses are SMEs. Different policy goals 

cannot helpfully be addressed within the same policy framework or by the same kinds of 

institutions.  

 

What is the primary objective of the VLP? 

 

Against this backdrop, it is useful to ask: What is the primary objective of the VLP? Indeed, 

concerns of the panel and interviewees related to the aims and objective of the VLP programme and 

a feeling that the primary objectives and aims need to be better articulated.  

From a design perspective: What is the priority, entrepreneurship development or job creation 

or poverty alleviation? This has implications for the kind of learners selected to participate in the 

programme. In the words of a panelist:  

The programme lacks a clear underpinning theory. One gets a sense that the 

programme implementers themselves are unsure as far as this goes and 

seem to believe the programme can achieve both objectives – job creation 

and entrepreneurship development – equally effectively. This is doubtful.   

Another panelist argued that the ‘… goals are too broad and even contradictory: replicating a 

real world experience, developing a track record, accumulating assets.’ There are also goals on 

selecting historically disadvantaged individuals, women and/or disabled, and the youth. Said an 

interviewee, ‘This is a hybrid programme trying to do too many things – that is my biggest concern. 

Priorities are not ranked into primary and secondary objectives, and what would be the really lucky 

day. A more sensible programme has a better chance of being funded. A programme with multiple 

objectives such as this one is heading for a hiding.’  

It must be remembered that the VLP springs from the original Public Works Programme, 

whose multiple objectives were spelled out early on: 

Economically efficient PWPs can therefore be used to simultaneously achieve the 

following objectives: providing public services; temporarily increasing incomes; 

increasing dignity, reducing alienation, and giving people valuable experience of 

the workplace; and making a modest contribution to increasing skills levels.
16

 

 

                                                
16 The Expanded Public Works Programme (EPWP), Sean Phillips, Chief Operations Officer, National 
Department of Public Works - Paper presented at Overcoming Underdevelopment in South Africa’s Second 
Economy, jointly hosted by the UNDP, HSRC and DBSA, 28&29 October 2004 
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To graft onto this model the additional objective of creating sustainable small business 

creates another challenge entirely. 

During the course of the workshops, learners were said to have an attitude of 

“entitlement” rather than “privilege” which raises important questions about: 

• Programme message – how does the programme project itself in its communication? What 

expectations does it create?  

• Target group – if the programme targets and attracts prospective entrepreneurs, how is it that it 

ends up with participants who have this kind of attitude? Real entrepreneurs would see the 

programme as an opportunity to acquire skills and competencies to start their own future 

enterprises. The reported learner attitude suggests that the programme may not be succeeding 

in attracting the right target group and points to the need for the programme to review its 

message and target group and the extent to which it is or is not attracting the right participants. 

A clear implication of the above is that the primary objective of the VLP needs to be 

articulated and communicated more thoroughly, with guidance on who should do what and how, to 

all stakeholders. Within this context, definitions of entrepreneurship (see box) need to be provided 

so that the programme aims can be tested. What would NDPW consider as success? This has 

implications for the kinds of learners selected to be part of the VLP. 

Table 1 

Vuk'uphile Programme  Learner Numbers 

Mpumalanga  282 

Eastern Cape  258 

Gauteng  252 

KwaZulu/Natal  162 

Free State  151 

Western Cape  132 

Limpopo  108 

North West  85 

Northern Cape  45 
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Entrepreneurship – a risky business? 

 

At times it seems entrepreneurship is as difficult to understand as it is to spell: one important 

misunderstanding is that "businessman" equals "entrepreneur"  and equally that every "small 

businessman" is an entrepreneur.  

Both risk and innovation seems essential to our understanding of entrepreneurial activity 

and it is often noted that not everyone can be an entrepreneur. As the Finmark Gauteng study 

shows, many survivalist businesspeople would prefer a steady job.  On the other hand the saying, 

"Entrepreneurs are born not made," may underestimate the effect of education. This is the theme 

of a popular book, "Rich Dad, Poor Dad." 

One definition, by South African author and small business expert Barrie Terblanche, is: "An 

entrepreneur is someone who sees a gap in the market, and acts to fill it so as to profit by it" .  This 

not only usefully encompasses not-for-profit entrepreneurship, such as social activism, but also 

defines entrepreneurship in a practical manner without indulging in some of the hype around the 

subject that sometimes characterises overseas  literature. 

Another definition of entrepreneur (literally "one who undertakes" in French) is a "person 

who assumes the organization, management, and risks of a business enterprise" . This emphasizes 

risk, which is often deemed a sine qua non for entrepreneurship. 

Why is it important to the VLP?  

US management guru Peter Drucker is quoted  as saying, 'Successful innovators are 

conservative. They have to be. They are not "risk-focused"; they are "opportunity-focused" … And 

defending yesterday - that is, not innovating - is far more risky than making tomorrow.' 

Entrepreneurship, as Drucker indicates, may be more about reducing risk through prudent 

business practices than about unnecessary daring. The presentation by one of the mentors 

specifically pointed up the need for training on how to run a business for contractors in the 

Vuk'uphile programme. In the context of trying to create sustainable businesses learners must be 

introduced to the concept of calculated risk and how to manage it.   

Another implication of the common themes that arise in trying to define entrepreneurship – 

risk, proactiveness, innovation – is that it may affect both what the programme looks for in learners 

and how such characteristics are identified in applicants. 
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Learner selection… 

  As noted earlier, the strong feeling of the panel was that recruitment of learners needs to 

undergo a mind shift away from being very wide to rather being focused on individuals who may not 

necessarily be unemployed, but who have the mindset and intellectual capital to become fast 

learners on the VLP. The aim then is to find sustainable learners, not survivalists. A situation in which 

1 000 people respond to an advert for 51 learnerships in the Eastern Cape was not considered ideal.  

 While the guidelines for learner selection offer a useful starting point, it seems they are not 

always implemented. They are often the weakest part of knowledge about entrepreneurship. And it 

seems the important elements such as the passion, vigour and energy of the learner for an 

entrepreneurial venture are not adequately assessed.  

 Assistance from recruitment specialists about how to phrase the advert for learners is a 

useful avenue to explore. This could be coupled with enlisting the support of communities through 

community development workers advertising these. To attract the right kind of learners onto the 

programme, there must be evidence of a focused and well-planned learning process with an 

acceptable and profitable exit strategy for them at the end of the process. Importantly, an exit 

strategy must be developed for the successful, high-flying entrepreneurs, the people who will 

succeed  but not grow, and the failures. 

An alternative suggestion suggested by a panelist is to leverage existing theoretical 

education, meaning only people with entrepreneurial skills and business acumen and preferably 

with relevant tertiary education should be incorporated onto the programme’
17

, and to limit the 

project to people with appropriate theoretical qualifications: offer practical and business training, 

projects and mentoring. This view was supported by the learner during the course of the workshops. 

If people have already documented skills, the cumbersome procedure of testing – sometimes lasting 

up to eight weeks – by the Department of Labour could be eliminated. A narrow band of learners 

could be defined: people with theoretical and some practical experience, but no assets, could be one 

option. In this way, the learner avoids re-doing theoretical education and the process avoids bringing 

in a whole new set of stakeholders. In the words of a panelist, ‘The model should be a top-up or a 

step up for learners, not indiscriminately pouring into an empty vessel.’ Said the mentor during the 

course of the workshops, ‘The selection of learners is critical. Only people with entrepreneurial skills 

and business acumen and preferably with relevant tertiary education should be incorporated onto 

the programme.’
18

 

                                                
17 Kotze, J Understanding contractor development presentation at the VLP review workshop, 13 February 2007 
18 Ibid 
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Another interviewee pointed to another route to enterprise creation in the construction 

sector: approach those building foremen who have the social capital and connections, know where 

to access markets and labour, and encourage them to start their own businesses.   

We need to select people who can: save/refrain from consumption of assets/accumulate 

assets/innovate/work. We need to select people who have failed once or twice, or even more often 

as entrepreneurs, but learned something, and perhaps accumulated a few assets, failure on an 

upward curve, as it were. The problem is that a track record of  these things can be rather easily 

faked. Can we make initial training broadly available and use it for selection?  Can we select people 

who can grow their stipend, instead of consuming it?  

If there has to be a list of criteria, it must include:  

• Track record of business attempts including failure. (If they have to fail five times 

before they succeed, let’s select those who have done that and got it out of the way.) 

• People with some evidence of social capital in both directions - that is they have 

contributed to someone else's efforts, as well as receiving cash/time/labour/advice 

from friends, community, family.  

• People who are prepared to start small and grow their businesses. 

• They must have some savings.  

• Tertiary education would be helpful.  

• Evidence of innovation would be helpful.   

A funnel selection could be useful: take a lot of people in, poor people without assets who 

will at least get some skills and experience, but select on basis of these things evidenced during the  

course of the programme before money is lent and contracts allocated. This means that you 

absolutely cannot forbid them to work at their  own enterprises during the programme, because this 

is where you will  accumulate some of the evidence for selection. 

A more refined selection process would, in the words of an interviewee, ‘… cut through a 

lot of the uncertainty involved in small business development initatives’ outlined earlier in this 

report. 

 

Better off, but…. 

 

Contractors are to emerge from the VLP with a recognized qualification, project track records and 

financial track records, relationships with a bank, and in the construction learnership a CIDB ranking 

of Grade 3-4. Indeed, facilitating access to finance, widening access to markets, exposing learners to 

banking and enabling them to develop a financial track record is an important contribution made by 
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the VLP. The introduction of the discipline of record-keeping – a discipline which will be of great 

general value to the business – is particularly useful since with a good measurement and record-

keeping system a business can expand beyond the owner’s immediate vision. However, panelists 

noted that there is currently a risk that the emphasis is on ensuring that the obtaining of finance 

does not become a barrier to the VLP, irrespective of the possible consequences for the bank and 

the learner down the line. 

These learners are about to embark on an exercise which is going to involve them in an 

opportunity cost for some time. They need to be inspired by having at least three guaranteed 

financed contracts ahead of them over an 18-month period. Also, if they perform up to standard, 

they need to know that they can complete the 18 months with their debt virtually fully repaid, and a 

reasonable cashed-in profit in their bank account.  

At present, three contracts are not guaranteed to learners, and hence the chances of 

getting into financial difficulties increases. Importantly, learners should not be worse off for having 

participated in this project. Said a panelist, ‘It is impossible to guarantee that learners will be better 

off, but their circumstances should not become worse, they should not lose an existing job or an 

education opportunity or a good credit rating or faith in themselves,’ and gain nothing in return. 

What emerged during the presentations is that this 15% profit cannot be guaranteed. The 

experience of three learners in the Free State who made a loss was raised during the course of the 

workshops.  

The panel was told that funding is provided to learners in line with the contract amounts 

awarded to them. Contracts cover a period of  around six months. The first  is normally for around 

R300,000 to R500,000, the second for R300,000 to R1.5m and the third for R1.5m plus. If successful, 

each contract should yield a 15% net profit for the learner, which is then available to extinguish debt 

and build up a reasonable capital base before the learner is exited into the harsh world of business 

on his or her own. Effectively, this 15% profit includes up to a 20% “premium” built into the 

contracts for the benefit of learners. In the words of a panelist, ‘This means that in the “real world” 

these learner contractors would in fact be running at a 5% loss.’   

For one panelist, the extent of mentor involvement raises questions about the degree to 

which their role is developmental in nature. For instance, it was mentioned during the eThekwini 

presentation that mentors have to accompany contractors when they go to collect cheque books 

from banks. Questioned a panelist, ‘How developmental is this? If contractors cannot be trusted 

even to collect cheque books without being “policed’’ by the mentor (an activity that presents little, 

if any, risks), how can they be enabled to develop to a point where they can run their own financial 

affairs independently?’  
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In addition, learners enjoy preferential borrowing rates (prime plus 1%) linked to minimum 

service charges. This approach is not preparing learners for the realities of business on their own, 

where paying more like 5% to 8% above prime would not be unreasonable if ABSA was pricing for 

true risk. Especially given the 20% premium
19

 on profit built into contracts, learners should be faced 

with the reality of paying market-related charges for banking facilities from date of entry into the 

VLP, given that this is a harsh reality waiting for them when they emerge from the programme.   

Financial commitments for the purchase of fixed assets and binding the learner for up to 

five years – falling outside the timeline of the VLP - should be avoided. Until it is clear that learners 

are in a position to ‘take on the real contracting world’ on their own, the use of fixed assets should 

rather be obtained through renting or leasing on a fairly short-term basis.
20

  

 Contracts must be viable. Argued a panelist, ‘It makes no sense to split public sector 

contracts in a way that will never be replicated in the private sector.’  

 

Too many cooks spoil the broth? 

 

From a design point of view, the comprehensive range of role players involved in the VLP – including 

banks, mentors, SETAs, public bodies, training providers – indicates an understanding of challenges 

faced by, and support needs of, those participating in the programme and is a strength of the 

programme. Several problems experienced by banks, for example, stem from a lack of capacity to 

provide aftercare mentoring and selection of appropriate people to support. However, having so 

many players creates unnecessary complexity of interaction both at government level and between 

the intended beneficiaries and government and those appointed by government, and between all of 

these. There is a risk of too many rounds of consultation and negotiation which – while they may be 

taken for granted in government offices – presents a challenge for delivery in the private sector. In 

the words of a panelist, ‘Credibility for the process depends on delivery: provincial departments will 

only stay involved if their money is spent well and fast.’  

Inter-governmental co-operation is essential, but not easily achieved. Said an interviewee, 

‘There is a huge problem of replication – provinces are also engaged in small business, there are 

regional offices. Why has the VLP not interacted with the Umsobomvu Youth Fund? The range of 

different actors doing similar things creates confusion.’ A learner complained he and his fellow 

                                                
19 It was noted that this premium is to be set against the fact that the emergence of contractors is being expedited 
from 10 years to 3 years, thus the premium needs to be seen in this context. A related point is the need to 
understand what aspects of a 10 year development the VLP is trying to compress into  3; not just 10 years of 
risk, but a growth curve towards  independence, growth of skill, confidence etc. 
20 Alistair Glendinning of the NDPW argued that fixed assets such as bakkies are given preferential repayment 
rates and paid off in two years. However, during the workshops this view was contradicted during the 
presentations made. 
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learners did not know who to speak to and only elicited a reaction from government after 

threatening a boycott of classes. The panel understands that the need to abide by complex and 

ironclad regulations may make government operations more complex than the private sector would 

like. However, simplifying the roles and responsibilities outlined in the chart below (Figure 6) would 

go some way towards increasing efficiency. 

 

Figure 6 

 

Source: Ngankala municipality presentation to review panel 

One way of simplifying this is to empower the province or municipality to employ its own 

programme manager, and give that programme manager power to contract with other parties. A 

legal problem that was pointed out was that the MOA is not legally binding in the same way as a 

service agreement is. Pieterse is firmly of the belief that for the public body to be employer of the 

contractor, and simultaneously customer of his services is illegal. Whatever, the reality, it adds to the 

complexity. 

Commenting on the SETAs, an interviewee noted, ‘All 23 have a bad name’. Another 

pointed to turf battles between the different actors and departments. The SETA involvement is 

regarded as essential for the setting aside of funds for these projects, since without them they 

cannot be regarded learnerships. Problems with delays in the Ceta training in the Eastern Cape 

retarded the entire programme. The Eastern Cape interviewee suggested the programme could 

work without the learnerships and existing training institutions in the province could provide the 

necessary skills. Different SETA policies are also a concern. For example in the Western Cape project, 
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some SETAs pay learner stipends of R600 per month and others pay stipends of R1 500 per month. 

SETAs have different training framework requirements. 

The project could be streamlined by interventions at different levels. Sufficient champions 

urgently need to be located within government to drive the programme. Said a panelist, ‘Some staff 

with authority could empower, not disempower, different role players. If the project manager is 

performing well in one region, give them responsibility to co-ordinate and hold people accountable. 

In another area, it may be the mentor company.’ These champions would be people who have 

demonstrated a particular zeal for enterprise promotion and who will be accountable and 

responsible for results in their particular area, and within their normal budget parameters. An 

‘ultimate’ champion at senior government level would also be preferable to ensure that the VLP gets 

the attention that it deserves. These ‘champions’ would work together and assist in breaking down 

the present ‘silo effect’ currently operating between the various stakeholders in the VLP.  

A treasury official agreed. ‘If you do not have an enthusiastic and capable person driving 

this process, the bureaucracy will kill it’. 

Given the cross-cutting nature of this programme, it would also be useful to remain in 

close contact with the National Treasury, which has the ability to influence provinces, as well as build 

on already existing potential pockets of support for this programme, for example, the small business 

champion at SARS, as well as the Umsobomvu Youth Fund. 

 

Local is lekker… 

 

The goal of the Venture Learnership Programme should be local: determined by what value can be 

added to these actual participants – as argued above - and this actual public body. Said an 

interviewee, ‘The end-user has to be happy with the product. If a shoddy school is built nobody will 

want to work with small contractors in a hurry.’  

The public bodies need to feel secure and confident that expenditure from normal budget 

funds on labour-intensive contracts would be in their interests. This should include little risk of 

allocated budget amounts not being fully spent timeously in a particular financial year. It is politically 

important for capital budgets to be spent. The Eastern Cape blamed delays in the Vuk’uphile 

programme for not being able to spend all of its Budget in the last fiscal year. 

eThekwini stressed that, “The municipality must be the main player.” This was echoed by 

EPWP which said, “Public bodies must assume a champion role” in the programme. To bring this 

about, an assessment needs to be made of what it will take to enable municipalities/public bodies to 

accept and play this role.  



 24

Such assessment can start with documentation of experiences of municipalities already 

playing a lead role (eThekwini and Nkangala) and drawing lessons that can be applied in other 

entities. Constraints faced by other municipalities that are not as active as desired also need to be 

analysed and researched further so an appropriate response can be formulated. At the very least 

there should be workshopping with public bodies as part of a new communication campaign about 

the VLP. The NDPW should assist by providing the public body with guidance and support to plan 

and implement the programme, incorporating the identification of contract opportunities. 

For any programme to achieve its intended objectives, it needs to be implemented in 

accordance to its plan and guidelines. Any deviation from the implementation plan must be well-

considered and, if it is deemed to improve the effectiveness of the programme, implemented across 

the programme rather than only by certain role players and in certain locations. The Nkangala 

presentation states “Implementation is not consistent with guidelines.” Examples of deviations 

from programme guidelines include eThekwini’s selection of participants from its own database of 

existing contractors rather than through advertising (is this the correct target group for the 

programme?) and Nkangala’s CFO signing off as accounting officer for CC registrations. Both 

eThekwini and Nkangala are proposing to alter the management model for the programme in their 

localities (the large contractor EPWP model at eThekwini as another model and PMU model at 

Nkangala). If deviation from guidelines is allowed to continue unchecked, it will give rise to 

programmes-within-a-programme to a point where there is no longer a single, uniform VLP to talk 

about.  

Changes considered to be an improvement to the programme should be introduced across 

the programme. What this points to is the importance of cross-learning in the programme. What 

emerged during the course of the two day workshops is that best practice innovation is not being 

spread, and lessons learned are not being shared and absorbed. 

Although various goals were mentioned during the course of the presentations, the most 

credible and manageable one was to develop small contractors to meet the backlog in building 

classrooms. This should be a win-win for the Department of Education as well as the contractors. In 

the words of the mentor,  

Bearing in mind that the primary objectives of contractor development 

programmes are to reduce infrastructure backlogs, whilst increasing the 

number of established contractors in the market place over a short period of 

time, such programmes, if properly implemented, are invaluable to industry 

and economy, and definitely feasible. 
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Attempts must be made to develop functionally equivalent, growing-the-pie goals in other 

sectors as well. There must be a benefit to the public body for granting these contracts. It would be 

worth spending time conceptualizing the project before implementation, asking: What does this 

public body need that is not yet being done? A panelist argued, ‘There are also costs for the public 

sector: if there are currently good contractors, what happens to them if contracts are terminated to 

make way for this project? What about customer satisfaction? There will be an irritation factor of 

constantly starting new contracts, as the successful contractors  graduate to the private sector, and 

some of the new ones fail. Unless the EPWP is limited to new contracts - not replacing what is 

already being done satisfactorily by existing contractors, but creating a win-win by finding new 

public tasks for new contractors.’ These would need to be identified.  

A separate problem is that public bodies need to be sensitized to the downside of 

‘revolving opportunities’ in procurement and urged to build more lasting supplier partnerships with 

efficient suppliers
21

 as the most effective route to allowing the entrepreneur to consolidate, bank 

profit and develop the capacity to compete for further business.  

Public bodies should be engaged as early on in the process as possible so that their 

planning schedules are not disrupted and the availability and timing of suitable projects is facilitated. 

Public bodies should be encouraged to improve procurement efficiency, at provincial level in 

particular. One presenter pointed to some line departments obstructing the growth and 

development of small and emerging suppliers by delaying payment.
22

  

The number of contract opportunities for learners needs to be increased by identifying far 

more possible procurers in the government sector. This necessitates a more high profile 

communication exercise by the Department of Public Works to enhance awareness amongst public 

bodies.  

One presenter pointed to the ‘knowledge gap’ as to what the VLP is about in provincial 

and local areas. This is concerning, since these are the levels most critical for SME development.  

Projects and budgets should be identified and secured prior to appointing the learners, and should 

be in place before the programme starts. 

  

                                                
21 Gopa study Identification of opportunities within the public sector procurement framework for the Venture 
Learnership Programme Presentation by Keith Lockwood, VLP review workshop, 6 February 2007. 
22 Gopa study Identification of opportunities within the public sector procurement framework for the Venture 
Learnership Programme Presentation by Keith Lockwood, VLP review workshop, 6 February 2007. 
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Effectiveness of the approach in generating SMEs 

 

According to a senior mentor in the Eastern Cape, Jean Kotze, of the 51 learners presently under his 

firm’s mentorship, his view is that no more than 10-15 of these will succeed. This particular VLP 

scheme has however been plagued by numerous changes affecting learners during the process, so 

this remains to be seen. Jannie Pietersen from EThekwini argued that 7 out of his 24 learners were 

‘future Grinakers, LTAs’ – which is extremely positive, despite his disappointment. This is success 

defined as entrepreneurial  growth. The others will not necessarily fail. ‘Are training and also debt 

levels equally suited to high and moderate growth candidates? And,’ continued a panelist, ‘what 

about the outright failures?’ 

For successful SME’s to be generated by an intervention such as the VLP, a number of key 

ingredients need to be present. These form the basis for developing a checklist of sorts by the EPWP: 

 

• As noted earlier, the primary objectives must be clearly articulated and communicated; 

• There must be a selection process which ensures that only those with likely entrepreneurial 

traits are selected for the programme; 

• Learners need to have the right attitude towards the programme when being accepted for 

training. i.e. not view it as merely a stop gap until something better comes along; 

• At the time of selection or entry to the programme, learners should be provided with an 

indication of the exit strategy, which should be acceptable to all main stakeholders; 

• The theoretical knowledge provided by the SETAs’ and the practical skills imparted by the 

mentors need to dove-tail with one another and be delivered at the right time during the learning 

process for maximum impact. The process of developing skills is generally different in a small 

enterprise  –  less formal, more hands on pointing to the importance of experience-based learning. If 

they do not dovetail or there are delays, learning is effectively lost;  

• Sufficient contracts for the learners need to be provided to the learners at the right time to 

enable them to substantially reduce any borrowing burden before they leave the progamme; 

• Fledgling SME’s need quality Mentors who are prepared to assist them throughout the two 

year learnership programme;   

• The market for additional contracts in the various areas where the learnership conducts 

business must be large enough to meet each learners need for size-escalating contracts over a 

period of two years; 

• Delays in this process will have serious consequences on a cash-flow and morale basis for 

both learners and mentors. These are to be avoided as far as possible; and 
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• A sustainable and clear exit strategy for learners at the end of the VLP needs to be devised 

so that when learners leave the programme they can continue to grow and prosper.  

This should include learners being in a position to build up a valuable network of people 

who can continue to help them for their own account when they leave the VLP. Making useful social 

contacts is a vital contribution the programme can make – a process which requires neither 

taxpayers’ money nor state intervention. Whereas physical capital refers to a physical object 

(house), human capital refers to the properties of individuals (education and skills), and social capital 

refers to the connections among individuals – social networks and the norms of reciprocity and 

trustworthiness that arise from them.
23

 Social networks – who people know – have value, 

particularly for SMEs. Alistair Glendinning did make reference to this in his presentation, however, it 

would be useful to push this aspect more fully across the programme. In particular this should 

include potential future clients who can gain confidence in the learners by observing their work 

during the learnership.  

          Some entities are attending to conceptualizing exit strategies by linking learners to major local 

capital projects (eThekwini) and by involving major corporations to open up business opportunities 

to learners (Nkangala). Indeed, Nkangala showed the way in linking with the social plan of mining 

companies. The private sector should ideally be more involved. The VLP is establishing links with 

Seda in order to avail learners of ongoing business support after the VLP. These are all relevant and 

important elements of exit strategies. What is required however, is for the programme as a whole 

and role players collectively to carefully think through, develop and integrate appropriate exit 

mechanisms into the programme. 

The VLP and the CIDB programmes ostensibly have a similar objective – to develop 

sustainable contractors – but have different target groups and interventions. On the surface there 

appears to be prospects for synergy between the two programmes. These need to be explored and 

developed, for the benefit of both programmes and their target groups. One possible model for 

collaboration between the two programmes could look something like this: 

                                                
23 Putnam, D Bowling alone: The collapse and revival of American community Touchstone, 2000, p.19 
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    Skilled / experienced 

    Employees  

 

 

Skills         Contractor 

Development         Development 

 

    Employment 

    Opportunities  

 

The CIDB register provides a database for those seeking black suppliers of building 

services. The equivalent should be created for NVCLs.  

Databases of small businesses are difficult and expensive to run and maintain, because the 

high turnover, but an equivalent could be considered for those firms not in the construction sector. 

The dti runs a database of black IT suppliers for the purposes of BEE procurement, so there is already 

a model that can be adapted, and dti can volunteer the expertise of whoever is running the IT 

database. 

In addition, the NDPW has to consider how its programmes relate to, and can be 

integrated with, preferential procurement developments in the private sector as companies comply 

with the requirements of charters and the Codes of the Broad-Based BEE Strategy. If the emerging 

companies and entrepreneurs are to be sustainable, particularly in the NVCLs, they must surely be 

able to move into the private sector. Otherwise they are merely tied but outsourced contractors to 

the public sector. This is surely not what is intended. The database above is but one initiative to 

ensure that companies wanting to broaden their procurement base can find small firms, especially 

black-owned and managed ones, to supply goods and services. The NDPW needs to consider what 

other engagement can be explored with the private sector. 

To date, the VLP has not been able to meet the above-mentioned requirements, and 

hence has not been as effective in generating SMEs as it might have been. No doubt this will change 

in future and there is a need to do some sort of follow-up to see how many businesses thrive. It is 

hoped that future intakes of learners may produce better results, but it is inevitable that there will 

be financial casualties as the VLP progresses, and comment is needed on how this is likely to affect 

the participating parties. 

 

 

 
VLP 

 
NCDP 
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Financial sustainability: The involvement of the Bank (Absa) in the VLP 

 

At the outset it should be noted that Absa are to be commended for taking on a pioneer scheme 

such as the VLP as part of government’s strategy to reduce unemployment, with no assurance of 

numerous sustainable entrepreneurs emerging as customers as a result. Absa is taking on an above-

average risk in lending money to learners with a view to enjoying the fruits of a growing client base 

in the medium to long term.  

Absa relies heavily on the training and mentorship process to prepare learners for 

successfully completing the three contracts over a period of 18 months. The panel was told that 

there have been disappointments in this regard brought about by fraud or bad advice. 

To protect the Bank, mentors are required to countersign all cheques issued on the 

Business (Close Corporation) account alongside the mentors This is a sound precautionary practice 

to prevent fraud, though it does remove responsibility from the learners, as noted above. 

    The Absa Finance Scheme is administered by their Black Business Development Unit, but 

all financial deals are struck and shepherded by Relationship Managers in the area in which the 

learners have contracts. This has both advantages and disadvantages for the learners and mentors. 

For instance it was mentioned by a mentor that long delays (+- 3 weeks) sometimes occur before 

learners get finance, even after submitting a business plan to the Bank. Absa must be urged to 

designate a co-ordinator at top level to pressure and co-ordinate the local role players/bank 

branches, and the skill of bank staff must be monitored and improved if necessary. 

It was also pointed out to the panel that Absa preferred to receive finance applications in 

batches, but this was not always practical from the point of view of the mentors and learners. This 

could be due to the workload of the relationship managers and credit departments within Absa 

being heavy, and therefore VLP borrowers having to wait while internal instructions within the bank 

for the handling of this business are cleared. 

The main advantage of the relationship manager involvement is that the learner obtains 

access to a fairly senior person within the Bank who is also in a position to help the mentor with 

knowledge of banking services and how these can help him/her. 

Applicant learners wanting finance have their credit ratings checked and are scored 

according to a pre-designed model, the information for which comes from a simple 2/3 page 

application form which should suit the pragmatic style of most borrowers and the deal’s inability to 

afford much in soft costs. 

If the application is successful, the bank extends overdraft facilities to meet the 

contractor’s working capital and business expenses needs, alongside asset-based finance for a 
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maximum of five years, structured in line with the life of the asset.  The facilities are covered by a 

naked (unsupported) suretyship from the learner in favour of his/her Close Corporation. Cession of 

the contract funds is also taken. 

At the same time ABSA apparently issue a Performance Guarantee to the Public Body who 

is providing the work, to cover any underperformance by the learner. The objective is to ensure that 

the PB does not lose financially if the learner fails to deliver and someone else has to complete the 

contract. The challenge here is that the PB may not lose, but the learner stands to be sued for this 

amount by ABSA, and this could be financially crippling for him or her. In the circumstances, ABSA 

should give serious thought to picking up costs incurred in the event of having to pay up under these 

guarantees, as part of their “school fees” of entering this market. 

Borrowing is done through a properly registered Close Corporation and ABSA must be the 

only creditor. This is a sound control procedure. 

As one of the mentors explained, once the bank makes overdraft facilities available, the 

mentor closely monitors the use of that overdraft, and the overdraft limit is gradually reduced by the 

bank in line with the expected cash flow receipts of the learner. 

This process continues as each contract is consummated until, in theory, at the end of the 

final contract to be completed (after 18 months) the learner finds his account in credit to the extent 

of his/her profit generation received from the three contracts. 

Credit Departments of ABSA throughout South Africa have been briefed on the VLP 

lending requirements. This ensures that the contractor package is available to learners throughout 

the country. Delays however remain a challenge. 

            

Suggested changes to the ABSA scheme to improve the efficiency and effectiveness of the VLP 

 

Most of the modus operandi described above should remain unchanged, but the following 

suggestions could be considered. 

The main risk to the bank and the learners is not so much during the 18-month contact 

period but rather what happens at the end of this period. Some form of intervention needs to be 

introduced to meet the requirements of the situation where mentees fail to perform and either 

leave the programme early, or finish the programme, and are still left with substantial debt. Who 

carries the can? The learners are not likely to have outside sources of finance to repay this debt, and 

it may be months before they secure other income. If, after three months, the Bank feels that the 

learner will be unable to repay their debt in full, Absa will be obliged, in terms of Basel 2 

requirements for banks, to declare such advances as non- performing and either take steps against 
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the learners to recover this debt, or else write it off. (Basel 2 requirements as enforced by the 

Reserve Bank declare a client as being in default when security is sought to be realized, or else when 

the client is past due more than 90 days on a material credit obligation to the bank). 

For Absa the first scenario involves an image risk and the second a mounting credit risk if it 

writes off the debts. Planning how to deal with this is necessary before numbers of learners escalate 

to the 3,000 potential participants in the VLP. If learners cannot repay debt due to circumstances 

beyond their control, the Bank should be prepared to take steps to ensure that such learners are not 

saddled with VLP debt to be repaid from sources outside the VLP over a long period of time. 

 Mentors report that problems arise with the bank’s credit department when the time comes 

for the annual review of a learner’s overdraft facilities. Because of the fluctuating nature of an 

overdraft, with no fixed monthly reductions, warning signs of insufficient reduction in the overdraft 

when measured against contract progress can be suppressed until review date. The suggested 

answer is to move away from overdraft facilities, and rather provide controlled term lending with 

drawdowns being taken when required, and with bullet monthly repayments in force. As soon as a 

repayment is not made, it should be immediately noticed by the bank, rather than being hidden by 

the smokescreen effect so easily created by manipulating an overdraft to hide non-performance.  

(See Appendix one, Case study on South Shore Bank’s lending to rehabber entrepreneurs).   

  Absa’s decline ratio of only 1% of VLP loans in a high risk area of lending points to the 

probability that the scoring model used to screen borrowers is not taking into account the realities 

of the serious financial challenges entrepreneurs face. These challenges were outlined during the 

panel’s briefing by various stakeholders, in particular the mentors. 

 It is recommended that this lending model be revisited particularly in view of the large 

average size debt being incurred by learners in the VLP (R360,000) 

 Emphasis should switch to how much debt can be serviced in two years given the average 

size of the contracts to be awarded.  

 Using the champion route, Absa should take steps to bring moral suasion to bear on Public 

Bodies who do not pay learners on time for work completed. Late payments of up to six months 

have been in evidence, and this badly affects the learner’s cash flow.  

 A possible amendment to the MOA should be considered to incorporate penalties on Public 

Bodies for late payment. At present Absa is not making a good return from the VLP. They are 

apparently only just breaking even, excluding head office costs.  

If Absa are to be a long-term participant, this will need to formulate a commercial approach 

to the VLP if they have not already done so. Self sufficiency and growth of the learner could be the 

aim. Hence the build-up of assets and savings should be encouraged to provide a cushion for the 
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entrepreneur, given the often volatile nature of small business. International studies repeatedly 

show that most successful enterprise start-ups in developing countries are financed by 

entrepreneurs’ personal savings, resources in the family and/or inflexible loans within networks 

rather than from institutional sources.
24

 While the focus of discussions around access to finance and 

entrepreneurship is often on protecting the bank from risk, it is useful to consider ways in which the 

entrepreneur can be protected from too much exposure. 

 

Basis on which technical support can be provided and paid for (mentorship) 

 

At present the EPWP considers mentoring costs to be high: a way of reducing these costs 

permanently needs to be found. In the Eastern Cape the mentorship cost per learner works out at 

R57,000 for five months or R11,400 a month.  As the programme ratchets up, looking for sponsors of 

mentors will only lead to an unbearable cost burden. There is the additional challenge of a shortage 

of mentorship skills and in some instances a poor standard of mentoring has been alleged. Four out 

of the 39 programmes were apparently not up to standard and incorporated the following kinds of 

problems:  

• Infighting between learner contractors and learner supervisors; 

• Financial risks not identified early enough so that positive control measures could have reversed a 

loss-making situation; 

• Statutory non-compliance in payment of taxes and levies, putting the learner contractor company at 

risk, and threatening the long-term sustainability of the learners; 

• Lack of respect for the mentor, which results in a limited transfer of knowledge from mentor to 

learner. 
25

 

There is a need to move away from a donation-driven mindset to meet the costs of 

mentors, and rather implement a long-term self-sustaining strategy for mentor costs based on 

commercial grounds. Equally important, however, for one panelist was, ‘… not to kill the project by 

looking for sustainability too early – e.g. tax to pay for mentors. As businesses grow they should 

become a natural market for business development services.’  

Splitting the mentorship duties into two distinct compartments – technical and business – 

and then outsourcing these on a basis where the respective skill mentors see the merit of staying 

with the learners during their training, as well as thereafter, is one approach. According to the 

                                                
24 Buckley, G 1997  Microfinance in Africa: It is either  the problem or the solution  in World Development 25. 
25 EPWP Proposal: Establishment and part funding of the Vuk’uphile mentoring fund with regard to the EPWP 
Vuk’uphile contractor learnership programme August 2006, p.8 
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mentorship firm operating in the Eastern Cape, senior mentors concentrate on imparting business 

skills to learners, and junior mentors go on site to oversee technical skills.  Business skills are seen to 

be more important for success than technical skills.  In the circumstances it makes sense to find two 

well-skilled ongoing “network” businesspersons in their own right to commit themselves to the 

learners on a monthly contract basis to be paid by the VLP during the learnership, and thereafter by 

the learners themselves as they launch themselves into business on their own.  

Panelists noted that the role of mentors and trainers gives scope to  moral hazard, which 

needs to be kept in careful check. Mentors assess learners and are involved in contract pricing. 

Trainers certify the competency of learners. These roles create possibilities for mentors and trainers 

to do things in self-serving ways – such as certifying learners who are not yet competent as 

competent to get paid or the mentor inflating contract prices to make more money for himself or 

herself. While we are not suggesting that these roles should be taken away from mentors and 

trainers, they should be carefully designed and monitored to eliminate moral hazard. 

Secondly, some mentors are reported to wield undue power – and influence – over 

contractors, sometimes pressing them to sign mentor registers (to enable mentors to get paid) – 

with mentors threatening “You sign my register or I don’t sign your cheque.” This suggests that some 

mentors use their co-signing powers to ‘bully’ contractors into conforming. 

Thirdly, the wide range of roles played by mentors (some unintentional) including project 

management and overseeing virtually every activity of the contractor, must contribute to increasing 

programme costs beyond what they ought to be. The role of mentors needs to be carefully reviewed 

and delimited with a view both to containing cost and ensuring contractors are not made dependent 

on mentors. 

Who would these mentors be?  In the case of business skills, one panelist felt that it would 

be useful to explore the use of the around 6 000 professional accountants operating countrywide 

under the strict code of conduct of the South African Institute of Professional Accountants (SAIPA), 

whose qualifications are  registered at level seven of the National Qualifications Framework with the 

SAQA. The registered members of SAIPA are looking to grow their client base, and are proficient in 

the business skills and regulatory requirements which learners will have to contend with. They are 

looking for a long-term relationship with learners, and their rates may be competitive.
26

 The 

contracting mentorship should be negotiated with members of a similar institute to the SAIPA, but 

who have a contracting rather than a financial discipline. 

 The benefit of working with reputable institute members as mentors is that VLP will have the 

comfort of knowing that high standards of word delivery are expected by the respective institutes of 

                                                
26 Further details can be obtained from the SAIPA chief executive, Shahied Daniels, who can be contacted at 
011 486 0283,   Web Site www.saipa.co.za. 
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the mentors. In a sense, the institutes become the “mentors to the mentors” as lack of quality in 

delivery can be reported to them.  

Given the high administrative compliance costs of regulations – in particular tax 

regulations – discussed earlier, another option to explore is to enlist the support of SARS community 

development workers to assist with VAT registration, as well as for the NDPW to build a relationship 

with CIPRO to fast-track business registrations.  

 Other potential adjustments suggested by the panel for consideration by the EPWP include: 

• Getting the public body to shoulder some of the costs of mentorship in return for greater control;  

• Mentors to be paid a monthly flat rate, with performance bonuses at the end of the contract to 

reward the deserving, rather than have mentors paid as a percentage of contract prices, which tilts 

the balance towards inflating contract prices; 

• Learners selected within a narrower band could pay part of the costs of mentorship to be part of the 

programme. As an interviewee said, ‘Entrepreneurs are more likely to take the advice more seriously 

if they’ve paid for it. What you get for nothing doesn’t sink in’.; 

Include a trusted mentor who has demonstrated competence and integrity as part of the selection 

panel to appoint mentors.  It is important that this mentor has no ‘interest’ in the outcome of the 

selections made. The panel now comprises representatives from NDPW, CETA, the applicable public 

body and Absa; and 

• Assess the mentors after six months. 
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Strengths 

1.       Empowerment in the true sense 

An important contribution to empowerment of South Africans is the aspect of the programme that 

facilitates access to finance, widens access to markets, exposes learners to banking, enables them to 

develop a financial track record and assists in the formalising of businesses.  Onerous regulations 

effectively drive a wedge between the informal and formal sectors. The programme’s attempt to 

build a bridge the two is notable and could – if successfully managed – help prevent small-scale 

businesses becoming trapped in sub-scale activities. This is meaningful broad-based empowerment. 

Creation of sustainable black-owned and run businesses through the VLP –  if managed correctly –

could play an important role in economic transformation.  

2.      A few will blossom 

Despite his numerous reservations, Jannie Pietersen from eThekwini argued that seven out of his 24 

learners were, ‘… future Grinakers, LTAs’. This is extremely positive.  

3.       Meeting a clearly defined national need 

The most credible and manageable goal, among many mentioned, was to develop small contractors 

to meet the backlog in building classrooms. This should be a win-win for the Department of 

Education, government’s procurement programme, and the contractors. Combined with proper exit 

strategies it also plants the seed for bigger construction companies to grow out these small 

contracting firms, and adds to the CIDB database of contractors.  

4.       Mobilisation of a wide range of actors 

That the NDPW has managed to drive a complex process of interaction to achieve what it has done 

so far is commendable. That this is also mentioned as a potential weakness does not detract from 

the ability to herd so many participants – SETAS, provincial public work departments, ABSA, 

provinces and municipalities, mentors, community support facilitators and learners – towards one 

goal. This can be built on by government champions. 

5.       Innovation in a government context 

Despite criticism of aspects of the programme, it shows innovation, ironically perhaps the very 

preserve of the entrepreneurs it seems to want to foster. The VLP has been described as, ‘…a whole 
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new area. Nothing like this has been done before. Other aspects of the EPWP at least had the 

advantage of learning from mistakes.’   

Weaknesses 

1.       Insufficient articulation of aims and objectives 

There seems to be confusion about primary objectives and aims and over-ambition in trying to do 

too many things:  What is the priority, entrepreneurship development or job creation or poverty 

alleviation? Programme implementers seem to believe the programme can create jobs and develop 

entrepreneurs equally effectively, though this is doubtful.   

2.       A confused programme message and general communication 

The programme sets out to target prospective entrepreneurs but attracts participants who have a 

sense of ‘entitlement’  rather than real entrepreneurs who would see in the programme an 

opportunity to acquire skills and competencies to start their own future enterprises.  There is some 

doubt that those attracted to the programme understand and accept the risks of entrepreneurship.  

Also, there seems to be a lack of communication at the level of the public bodies, who do not seem 

to be sharing the adaptations they have made to the VLP among themselves. A ‘knowledge gap’ on 

what the VLP comprises seems to exist in provincial and local areas, the levels most critical for SME 

development.  Best practice innovation is not being spread; lessons learned are not being shared 

and absorbed. 

3.       Inadequate selection of learners 

The selection process of learners seems to be deficient, though this is clearly crucial for the 

programme’s success.  For example, one of the learners complained that the level of education of 

the participants was too unequal for the training to be efficient. The attitude of some learners was 

reported to be that of recipients of largesse or even of entitlement. The excessive number of 

applicants may point to an advertisement process that is too wide.  

4.       Complexity of inter-relationships at all levels 

Many of the complaints from interviewees concerned the complexity of the relationships. While the 

way government works may limit streamlining, the number of role players at various levels of 

government and in between government and the learners raises real problems of communication 
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and organisation. The National Department of Public Works has to work through the Provincial 

Departments with either provinces or municipalities in conjunction with SETAs, mentors, a bank 

(ABSA), and a community support facilitator to train and give work to learners who are to employ 

jobless EPWP beneficiaries trained by the Department of Labour.  Within this context the 

programme lacks sufficient champions at various levels of government, and a senior government 

champion to ensure bureaucracy does not kill off the process. 

5.       Problems with the mentoring process 

At present the EPWP itself considers mentoring costs to be high, and this cost is borne solely by the 

Department of Public Works. Objectively speaking it is high: since November 2004 the NDPW has 

provided mentorship services to 39 different programmes running in nine provinces at a cost of 

more than R32-million – excluding around R10-million in costs of funding associated with the 

management of mentors and the programme. In the Eastern Cape the mentorship cost per learner 

works out at R11,400 per month for five months.  Mentorship skills are in short supply, and 

sometimes a poor standard of mentoring has been alleged. Four out of the 39 programmes were 

apparently not up to standard and incorporated problems such as infighting between learner 

contractors and learner supervisors; financial risks not identified early enough for positive control 

measures to reverse a loss-making situation; non-payment of taxes and levies, putting the learner 

contractor company at risk, and threatening the long-term sustainability of the learners; lack of 

respect for the mentor, leading to limited transfer of knowledge from mentor to learner. 

6.       Lack of ownership of the programme 

As shown by the low take-up of the programme, which is voluntary, and the complaints by 

representatives of some of those which are participating, municipalities may feel powerless and by-

passed. Indeed public bodies have coped by adapting the programme to their own circumstances. 

On the other hand, the NDPW feels that there is insufficient buy-in to the programme and without 

the NDPW driving the programme, “… limited progress is evident”. 

 7.     SETA setbacks 

Many problems, such as delays in the programme,  were laid at the door of the SETAs, especially the 

construction industry SETA. The various SETAs have different policies and training framework 

requirements. For example in the Western Cape project, some SETAs pay learner stipends of R600 a 
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month while others pay stipends of R1,500 a month. However, for the procurement spend to be set 

aside for these programmes a learnership element should be involved, according to the NDPW.  

8.       Not preparing learners for the real world 

Allowing  learners preferential borrowing rates (prime plus 1%) linked to minimum service charges 

does not prepare them for the realities of business on their own, where pricing for true risk would 

translate into more like 5% to 8% above prime. The 13% to 20% premium on profit built into 

contracts adds to this cosseting. Learners should be faced with the reality of paying market- related 

charges for banking facilities from date of entry into the VLP, given that this is a harsh reality waiting 

for them when they emerge from the programme. 

9.       Financing issues 

There is a potential problem of learners being saddled with substantial debt if they fail to perform or 

leave the programme early. For the bank involved in this programme, ABSA, there is an image risk if 

they pursue the trainees aggressively and a mounting credit risk if they write off the debts. Mentors 

report that problems arise with the Bank’s Credit Department when it comes time for the annual 

review of a learner’s overdraft facilities. Because of the fluctuating nature of an overdraft, with no 

fixed monthly reductions, warning signs of insufficient reduction in the overdraft when measured 

against contract progress can be suppressed until review date. 

Short-Term Improvements – Quick Wins 

The NDPW should urgently: 

1. Prioritise. NDPW needs to better articulate the primary objectives and aims of the VLP, deciding 

whether  entrepreneurship development or job creation or poverty alleviation should be the 

priority. 

2.  Mount a communications campaign about the VLP to all stakeholders. This would include 

definitions of entrepreneurship, and a statement of primary objectives so that the programme 

aims can be tested, with an indication of what the NDPW would consider a success story. Frank 

communication on the challenges and suggested remedies is also useful.  

3. Learner successes must be profiled and communicated, mindful of the need to not raise 

expectations unduly. This communication could usefully be directed towards small business-

friendly avenues such as Big News for the Business Owner, Real Business supplement to the 

Business Day, and Enterprise magazine. Local level publications, part of the Caxton stable, might 
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be another avenue to ensure sufficient local level awareness of the programme. Profiling learner 

successes through these avenues is also useful since this markets their skills to a wider audience, 

builds confidence and interest in the programme and allows successful learners to be role 

models for other learners. 

4.    As early as possible, workshop issues with public bodies and other stakeholders on the nature of 

the programme, and the challenges and opportunities. This process should also clearly delineate 

responsibilities, parties involved, intended outcomes, a history of the project to date, and key 

lessons learnt. Help public bodies identify of opportunities and advise public bodies about 

alternative mechanisms to process payments quickly. 

5.   Find sufficient champions within government at various levels to drive the programme as well as 

within Absa down to branch level – perhaps the most important for entrepreneurship. These 

‘champions’ would work together and assist in breaking down the present ‘silo effect’ operating 

between the various stakeholders in the VLP and at national and provincial/local levels. Also, an 

‘ultimate’ champion at senior government level would ensure that the VLP gets the attention 

that it deserves in the policy domain. Include highlights and key successes in minister’s speeches.  

6.    Refine the selection process 

The  selection process must ensure that only those with likely entrepreneurial traits are selected 

for the programme. Learners need to have the right attitude towards the programme when 

being accepted for training. i.e. not seeing it as just a stop-gap until something better comes 

along.  Specific recommendations: 

a.   Look at getting recruitment specialists to advise on how to phrase the advert for learners 

to attract the right applications.  

b.   Coupled with the above, enlist the support of communities through using community 

development workers to advertise learnerships. 

c.   Enhance the process by refining existing learnership selection guidelines (see Page 20). 

d.   Advertise in the small-business friendly avenues suggested earlier rather than a broad 

catch-all advertisement in the popular media. Another option is to market the VLP to 

formally registered businesses in collaboration with CIPRO. 
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e. Leverage existing theoretical education, and limit the project to people with appropriate 

theoretical qualifications: offer practical and business training, projects and mentoring.  

f.    Approach building foremen who have demonstrated skill, commitment and have the 

social capital and connections, know where to access markets and labour, and 

encourage them to start their own businesses through joining the VLP.  

7.    Start to put in place mechanisms to track what happens to leaners after they have completed 

the programme. 

 Medium-Term Actions 

1. Sensitise public bodies to the needs of small business 

Small and emerging suppliers need to be paid properly, and the NDPW must urge public bodies 

to recognise this. Also, public bodies need to be aware of the downside of ‘revolving 

opportunities’ in procurement and urged to build lasting supplier partnerships with efficient 

suppliers. They must also be encouraged to ensure projects and budgets are identified and 

secured before appointing learners, and should be in place before the programme starts. This 

requires the NDPW to engage timeously with public bodies and attempt to fit into their planning 

cycles rather than a top-down approach. 

2. Promote ownership of the programme by public bodies 

It is clear the public bodies want more involvement. eThekwini stressed that, ‘The municipality 

must be the main player.’  This was echoed by EPWP which said, “Public bodies must assume a 

champion role” in the programme. Further research may be needed on how to bring this about, 

assessing what it will take to enable public bodies to accept and play this role and how this can 

be done. As well as improving communication about the VLP with stakeholders, the NDPW 

should engage more with public bodies to guide and support them to plan and implement the 

programme.  At least empower the province or municipality to employ a programme manager, 

and if appropriate, give that programme manager power to contract with other parties. The 

relationship aspect of this programme needs to be managed sensitively and constructively to 

ensure good results. The relationship between the project manager and mentor company should 

ideally be smooth with frequent direct interaction. 

3. Improve mentorship and decrease costs through a multi-pronged strategy 
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a. Explore using as mentors the around 6,000 Professional Accountants operating 

countrywide under the strict code of conduct of the South African Institute of 

Professional Accountants (SAIPA). Registered members of SAIPA are looking to grow 

their client base, and are proficient in the business skills and regulatory requirements 

which learners will have to contend with. They are looking for a long term relationship 

with learners, their rates may be competitive. The contracting mentorship should be 

negotiated with members of a similar institute to the SAIPA, but who have a contracting 

rather than a financial discipline. 

b. Get the public body to shoulder some of the costs of mentorship in return for greater 

control; 

c. Enlist the support of SARS community tax workers to assist with easing the compliance 

burden for SMEs and delimit the area of focus for mentors;  

d. Pay mentors a monthly flat rate, with performance bonuses at the end of the contract to 

reward the deserving, rather than have mentors paid as a percentage of contract prices, 

which tilts the balance towards inflating contract prices; 

e. Learners selected within a narrower band could pay part of the costs of mentorship to 

be part of the programme. As an interviewee said, ‘Entrepreneurs are more likely to take 

the advice more seriously if they’ve paid for it. What you get for nothing doesn’t sink in’;  

f. f. Include a trusted mentor who has demonstrated competence and integrity as part of 

the selection panel to appoint mentors. Importantly, this mentor should not have an 

‘interest’ in the outcome of the selection process; and 

g. Assess the mentors after 6 months. 

 

4. Protect learners from financial debt traps 

a. Absa must be advised to avoid lending money to the learner for the purchase of fixed 

assets with a repayment period of up to five years - falling outside the time line of the 

VLP. Until learners can "take on the real contracting world" on their own, through fairly 

short-term renting or leasing should be employed to acquire the use of fixed assets.  

b. In line with the above, learners need sufficient contracts at the right time to enable 

them to substantially reduce any borrowing burden before they leave the programme, 

as well as use what they've learnt timeously.  

c.  Providing overdraft facilities should be ditched in favour of controlled term lending with 

drawdowns taken when required, and with bullet monthly repayments. As soon as a 
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repayment is not made, it should be immediately noticed by the bank, rather than the 

smokescreen effect which is now so easily manipulated in an overdraft to hide non-

performance, leading to eventual financial disaster. 

d.  Absa’s decline ratio of only 1% of VLP loans in a high risk area of lending points to the 

probability that the scoring model used to screen borrowers is insufficiently rigorous for 

the real world contractors face. In view of the large average size debt being incurred by 

learners in the VLP (R360k) Absa should review this, and switch to looking at how much 

debt can be serviced in two years given the average size of the contracts to be awarded. 

e. Absa might enthusiastically pursue options to assist the entrepreneur build up assets 

and savings since these will act as a buffer against external shocks once the 

entrepreneur leaves the programme. 

5.       Ensure continuity of projects 

The market for additional contracts in the various areas where the learnership conducts business 

must be large enough to meet each learners need for size-escalating contracts over a period of two 

years. Without this, the VLP risks market distortion. If there are delays in the process of identifying 

and awarding contracts, it will have serious consequences on cash flow and morale for both learners 

and mentors. 

6.       Look for synergy 

Examine the possibility of synergy between the VLP and the CIDB programmes, which ostensibly 

have a similar objective of developing sustainable contractors - but have different target groups and 

interventions.  Also, seriously consider synergy between the EPWP Vuk’uphile programme and that 

of the NVCLs. Though most of Vuk’uphile staff have a civil infrastructure background, the 

programme has been running longer the staff have more of the right kind of experience. Draw on 

already existing organisation’s experience of promoting entrepreneurship for example, Umsobomvu 

Youth Fund and the Tourism Enterprise Programme, supported by the Business Trust.  

7. Adopt a sector-based approach 

The VLP should useful narrow the number of sectors involved to areas where SMEs can usefully 

contribute for example, construction, food, clothing rather than a scatter gun approach of trying to 

draw in a range of sectors. Ideally, sectors chosen should support preparations for taking advantage 

of opportunities presented by 2010. 
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Longer-Term Actions 

1.       Make mentorship work better 

Move away from a donation-driven mindset to meet the costs of mentors towards a long- term self-

sustaining strategy for mentor costs, based on commercial grounds. However, this should be phased 

so as not to kill off the project. One approach is splitting the mentorship duties into two distinct 

compartments – technical and business. These are then outsourced on a basis where the respective 

skill mentors see the merit of staying with the learners during their training, as well as thereafter.  

Business skills may be more important for success than technical skills.  Various moral hazards 

arising from close relationship and interdependence of trainees and mentors are to be guarded 

against. For example, mentors have an interest in pushing up the contract value of projects because 

they are paid a percentage. The role of mentors needs to be carefully reviewed to contain cost and 

ensure contractors are not made dependent on mentors. 

2.       Devise exit strategies for learners 

Learners must have a sustainable and clear exit strategy at the end of the VLP so that they can 

continue to grow and prosper. This should include learners being able to build up a valuable network 

of people who can help them for their own account when they leave the VLP, and ideally, some 

assets. Making useful social contacts is a vital contribution the programme can make – a process 

which requires neither taxpayers' money nor state intervention. In particular this should include 

potential future clients who can gain confidence in the learners by observing their work during the 

learnership.  

3.       Link learners into the private sector 

Exit strategies have linked learners to major local capital projects (eThekwini) and by involving major 

corporations to open up business opportunities to learners (Nkangala). Indeed, the Nkangala 

municipality showed the way in linking with the social plan of mining companies. The private sector 

should ideally be more involved. The VLP is establishing links with the Small Enterprise Development 

Agency to avail learners of ongoing business support after the VLP. These are all relevant and 

important elements of exit strategies. The VLP and role players must collectively think through, 

develop and integrate appropriate exit mechanisms into the programme. 

4.       Seek out new, additional models 
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The large contractor EPWP model, proposed by eThekwini municipality raises the possibility of 

further involving the private sector in the programme. In this model, the big formal sector contractor 

is the employer of the sub-contractors, and is responsible for mentoring etc. This could neatly 

sidestep many of the problems around unclear roles and responsibilities, because government 

agencies deal with one entity, which then deals with the contractors.  

5.       Marry theory and practice 

The theoretical knowledge provided by the SETAs and the practical skills imparted by the mentors 

need to dove-tail and be delivered at the right time during the learning process for maximum 

impact.  Developing skills is generally different in a small enterprise than in a large company. It is  

less formal, more hands-on, pointing to the importance of experienced-based learning. If they do 

not dovetail or there are delays, learning is effectively lost. Also, fledgling SMEs need quality 

mentors who are prepared to assist them throughout the two-year learnership programme. 
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Appendix:  

Case study: South Shore Bank’s Rehabbers
27

 

South Shore Bank, located on the south side of Chicago, is a fully licensed, commercial bank with a 

community-development mission. SSB played an important role in building growing locally-based 

rehabber entrepreneurs who upgraded around 20 000 housing units in South Shore, creating wealth 

for themselves, African American entrepreneur role models for younger generations, jobs, and 

affordable housing for local residents. The unconventional approach to entrepreneurial 

development created a profitable lending niche for SSB, successful businesses, and visible 

development benefits. Notes L Pikholz in a study of the project, ‘At the heart of the successes are 

entrepreneurs who grew their businesses with support of successful and devoted provider agencies 

that understood the specific market in which they operated, and who worked very closely with 

entrepreneurs to perfect their programmes.’ 

Most of SSB’s rehabbers began with relatively little business management experience and assets, 

but with considerable entrepreneurial talent, commitment and rehabbing skills.  Large banks now 

compete to make loans to rehabbers. 

The project demonstrated strong market demand for the rehabilitated, secure and affordable rental 

properties, which made it easier for smaller, local entrepreneur rehabbers to proceed without 

subsidy, to risk their own savings to buy other buildings, and for South Shore to finance and support 

them. 

With SSB financing, the rehabber-entrepreneurs succeeded by acquiring under-valued assets 

(apartment buildings in a neighbourhood that had undergone racial change), effectively investing in 

their upgrade cost through shrewd purchasing of materials and use of their own and other 

inexpensive labour. Writes Pikholz, ‘the market was right, the rehabbers had the skills and 

entrepreneurial drive, and they matched their motivation with a huge time commitment’. Other 

success factors include: 

• SSB’s lenders creatively structured their loans; and 

• Learning took place through informal information sharing and meetings with fellow 

entrepreneurs. SSB initiated the process of information sharing with a modest bank effort.  

                                                
27 This case study has been extracted from Pikholz, L Growing small and micro businesses through a credit-plus 
strategy: Lessons from the international experience Shorebank Advisory Services, paper prepared for the Centre 
for Development and Enterprise, 1999 
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The innovative way South Shore structured the loans was a critical success factor; loans were 

operated simply without much paperwork, within the mandate of ‘If a guy comes in with a  promise, 

make it work financially’. Loans were structured to fit the borrower’s cash flow, which might mean 

an initial six-month moratorium of principle payments; an additional amount for working capital to 

fund early bank repayments, and/or offering a line of credit to buy property quickly and cheaply 

from a desperate seller. The role of SSB’s chief lender Jim Bingley was critical too. He had a, ‘Disdain 

for bureaucracy and a passion for interactive customer contact, both in meeting borrowers’ financial 

needs and “collecting hard and fast” when a borrower slips on scheduled payment”. Bingley was a 

‘connector’ and champion – connecting money, new rehabbers and information. He recognized that 

entrepreneurs learn best from other entrepreneurs and offered them the bank’s boardroom as a 

place to meet on Saturday mornings to talk about issues of common interest.  In the beginning, SSB 

helped organize the meetings – with half the attendees proven operators, and half novices. Those 

who had done well had credibility. The others listened and learned. Later, rehabbers ran their own 

meetings at a local McDonald’s restaurant. 

While finance was the main product that SSB was selling, SSB’s lending also provided business 

development services to borrowers on an informal and unstructured basis by advising them on 

issues such as: 

• When they were probably overpaying for a property; 

• Alternative rehabbing options, especially if rehabbers did not have much extra cash on-

hand; 

• The practice of starting small, and what type of building they should first renovate to begin 

building their expertise base.  

SSB’s lenders had a preference for first-time rehabbers starting with a small building which was a good 

fit with their existing capacity, and then grow them as they developed more competencies in the real 

estate business. For bigger apartments with large rehab needs, SSB preferred rehabbers to show that 

they will devote significant time to the project.  

Technical assistance was informally delivered, simply as part of the lender-client conversations – 

which enhanced SSB’s ability to reduce its exposure as well as the entrepreneur’s ability to succeed.  

Essentially, the rehabbers were successful because: 
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• A strong market for affordable housing enabled them to buy under-valued assets, often with 

SSB’s assistance; 

• They acquired loans that SSB structured to meet their cash flow needs; 

• Of information sharing, learning and informal networks, in which SSB’s lenders initially 

played an important, though not formal role; and 

• They were skilled tradespeople with entrepreneurial flair. SSB recognized and ‘banked’ their 

talent. 

 This case study shows that business development services designed to nurture enterprises can be 

delivered on a cost-effective and sustainable basis if they are structured to the needs of 

entrepreneurs – who paid at least a portion of the costs – rather than the supply-driven, traditional 

cookie-cutter technical assistance packages that so often fail. 

 

 

 

 


