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Introduction
The contribution of emerging contractors (ECs) to South Africa’s economic development has 
been a focus of discourse for many years (Atkinson et al. 2012). While government policies and 
strategies relating to the construction industry are in favour of ECs (Greyling 2012), their 
performance in terms of growth and profitability has remained a concern to the policymakers 
(Buys & Daluxolo 2012; Thwala & Mvubu 2009), thus, the intended outcomes have remained 
elusive for ECs as the problem of weak performance persists, despite implementation of 
government policies to improve performance (Buys & Daluxolo 2012; Marx 2012).

Indeed, construction industries all over the world face many challenges (Ofori 1991). However, 
these challenges become more complex in developing countries such as South Africa, where, 
for example, ECs face challenges such as lack of skills, financial instability, resource shortages 
and their failure to deal with key issues (Buys & Daluxolo 2012; Rust & Koen 2011). As a result, 
ECs fail to sustain their operational performances beyond the start-up phase (Herrington, 
Kew & Kew 2010).

Orientation: The South African (SA) government expects emerging contractors (ECs) to 
become the main players in economic transformation and growth, job creation and income 
generation. However, ECs fail to live up to the expectations as some are characterised by low 
performance levels and are at risk of business closure.

Research purpose: The purpose of this research was to examine the perceptions of small 
business executives (SBEs) on determinants of ECs’ performance so that a performance model 
that could guide ECs in the construction industry is developed.

Motivation for the study: Despite the significance of ECs to the SA economy, researchers have 
constantly omitted to identify and examine the role played by the perceptions of SBEs on the 
determinants of performance and this gap in the body of knowledge would be closed by this 
study.

Research design, approach and method: A mixed approach was used to examine the 
perceptions of SBEs on determinants of performance by applying both qualitative and 
quantitative research approaches. Data were obtained from 433 urban based ECs registered 
with the Construction Industry Development Board (CIDB) in the construction industry 
in Gauteng Province. A structured questionnaire and an interview guide were administered 
as the data collection instruments. Content analysis, regression analysis and multiple linear 
regressions were performed.

Main findings: The analysis of qualitative data demonstrated the perceptions of SBEs that 
financial factors, manpower, materials, machinery and equipment, project implementation, 
quality of work, legal and environmental factors and strategic planning were the determinants 
of ECs’ performance. Multiple linear regressions carried out based on the perceptions of SBEs 
identified strategic planning, project implementation and project performance as the most 
statistically significant factors in predicting the performance of ECs in Gauteng Province.

Contribution and value add: Based on perceptual analysis of the ECs and multivariate results, 
a performance prediction model was developed. Furthermore, a new set of significant 
determinants of performance as perceived by SBEs in South Africa’s (Gauteng Province) 
construction industry was established.
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Emerging contractors are individuals who own small 
businesses (at least 50%) and are overcoming business 
impediments arising from the legacy of apartheid. This refers 
to small-scale construction enterprises in the Construction 
Industry Development Board (CIDB) graded 2–5. Specifically, 
this study has focused on ECs who can undertake contracts 
that are less than or equal to R1.5 million. Small business 
executives (SBEs) also refer to employees who make decisions 
for  the ECs’ organisational structures. These are top team 
members of each emerging construction organisation and 
include chief executive officer (CEO), chief financial officer, 
contract director and marketing director.

The study environment took account of the small 
construction industry in Gauteng Province, South Africa. 
The province is the economic powerhouse of the Republic 
of  South Africa and makes the largest contribution to 
gross domestic product (GDP) (37.73% compared to second-
placed, KwaZulu-Natal (KZN) at 14.9%) (Van Wyk et al. 
2011). Gauteng Province is the smallest of  the nine 
provinces in South Africa and has a land area of 18 178 km2 

(Census 2011). It is landlocked and surrounded by Limpopo, 
Mpumalanga, North West and Free State provinces. It is 
divided into three metro municipalities and two district 
municipalities, which are further sub-divided into eight 
local municipalities. Although it is the smallest province, it 
is the most highly populated with 12.2 million people 
(Census 2011), which is almost 25% of the national total. It is 
the fastest growing province in South Africa and has 
experienced a population growth of over 33% between the 
1996 and 2011 censuses. As with other provinces, Gauteng 
Province faces challenges of high levels of unemployment 
and poverty and it requires job creation, provision of 
infrastructure, development of small businesses, education 
and skills development (Gauteng Online 2014).

Despite the significance of ECs to the South African (SA) 
economy, researchers have constantly omitted to identify 
and examine the role played by the perceptions of SBEs on 
the determinants of performance. A review of the literature 
has demonstrated that perceptions are critical to explain 
and  solve problems of this nature. For example, a study 
by  Akinsiku and Akinsulire (2012) assessed construction 
stakeholders’ perceptions of the causes of delays and its 
effects on project delivery in a bid to offer solutions in 
minimising the occurrences of delays. Based on stakeholders’ 
perceptions, clients’ cash flow-related problems were found 
as the main causes of delays, while time and cost overruns 
were the major effects of delays in construction. However, in 
South Africa the perception gap has been overlooked for 
many years, yet if perceptions could be considered, this could 
be a useful means to understand the phenomenon. Therefore, 
the research question that arises is the following:

•	 What are the perceptions of SBEs on the determinants of 
business performance in Gauteng Province that affect 
sustainable growth, profitability and enhancement?

The specific objectives of this study were:

•	 To assess the critical incidents that have been encountered 
by SBEs in the construction industry and their effect on 
business performance.

•	 To assess the determinants of ECs business performance 
in Gauteng Province.

•	 To assess the perceptions of SBEs on determinants of 
business performance in Gauteng Province.

•	 To establish the relationship between the profiles of ECs 
and their performance in the industry.

•	 To characterise the perceived measures that could assist 
in promoting high performance amongst ECs.

Theoretical foundation and 
literature review
As a result of the success of Japanese companies, European and 
the USA companies have taken a wider view of performance 
measurement, with various quality and performance 
frameworks being introduced (Beatham et al. 2004). Although 
the numerous quality and performance frameworks that 
exist  are expected to govern and improve the performance 
of  contracting firms, ECs particularly in South Africa are 
still  performing poorly despite these extant frameworks, 
including those designed for SA firms and attempts to improve 
ECs performance have not significantly improved ECs’ 
performance. Some of the frameworks include the European 
Foundation for Quality Management (EFQM) Excellence 
Model in Europe, the KPI model, the  Balanced Scorecard 
(Kaplan and Norton (1992) and the South African Construction 
Excellence Model (SACEM) (Dlungwana et al. 2002).

Operational definition of performance
Despite studies that have reviewed the performance construct 
of construction businesses (e.g. Ladzani, Smith & Pretorius 
2012; Windapo & Oladapo 2012), the subject of performance 
has continued to challenge management commentators 
and  practitioners for many years (Gibson & Casser 2005). 
Performance has been used in some cases to describe 
concepts such as efficiency, effectiveness, improvement, 
growth and success and the terms have been used 
interchangeably (Akbaba 2012). According to Venkatraman 
and Ramanujam (1986), the treatment of performance in 
research settings is perhaps one of the most problematic 
issues confronting the academic researcher, because what 
performance means or what are appropriate operational 
definitions are not always clear. As a result of varying 
perceptions on performance, the concept varies amongst 
organisations and thus leads to disagreements about whether 
an organisation is performing or not. In this study, where the 
focus under consideration is on ECs, performance is regarded 
as a measurement or indicator that reveals the overall 
business goals, that is, what the business wants to achieve or 
the goals it has set (Hove & Banjo 2015). This definition 
incorporates both quantitative and qualitative capacity of 
ECs, including meeting schedule and functional requirements 
of the project, meeting client satisfaction, building quality 
and meeting health and safety standards.
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Measuring performance in construction 
business
Based on the various definitions of performance construct 
discussed in the previous section, it can be said that there 
is  no common understanding on which performance 
could  be measured. In South Africa, there has been no 
scale  developed to measure the performance of ECs, yet 
the  performance scale of ECs is fundamental to business 
executives’ planning and control. To guide this study, the 
performance measurement definitions of Yang et al. (2010) 
and Neely and Adams (2002) were adopted. The former 
defines performance measurement as the process through 
which an organisation establishes the parameters within 
which programmes, investments and acquisitions reach 
the  desired results, while the latter regards performance 
measurement as the process of quantifying the efficiency 
and  effectiveness of past actions. Based on the reviewed 
literature, there were several empirically based performance 
determinants that were noted, including personal factors, 
age, gender, life style, business characteristics, creativity and 
innovation. Other determinants mentioned in the literature 
include market structures, market orientation culture, 
CEO remuneration, ownership structure and organisational 
structure. For example, a recent empirical study by Abor 
and Biekpe (2007) on Ghanaian SMEs concluded that SMEs 
with corporate governance structures performed better 
than  their counterparts without them. In another study by 
Hyder and Lussier (2016), it was found that business 
planning, proper employee staffing, adequate capital inflows 
and partnerships are important for the viability and success 
of small businesses in Pakistan. However, this study was 
narrowed down and  considered the determinants as 
classified below. These determinants were based on empirical 
studies and the data analysis used is discussed.

Project implementation
There are many demands from construction clients who 
request, among others, quality projects, timely delivery of 
construction projects and projects that are delivered within 
budget. The poor performance experienced in the construction 
industry has attracted the attention of researchers around the 
world to try and identify the immediate root cause of project 
delay (Akinsiku & Akinsulire 2012). For example, a study by 
Faridi and El-Sayegh (2006) using a questionnaire and inputs 
from professionals associated with the United Arab Emirates 
construction industry found that project delays in the United 
Arab Emirates are caused by delays in the preparation and 
approval of drawings, inadequate early planning of the 
project and slowness of owners’ decision-making processes. 
In Saudi Arabia, Assaf and Al-Hejji (2006) discovered that 
only 30% of construction projects were completed within the 
scheduled completion dates and the average time overrun 
was between 10% and 30%. The study was based on field 
survey which was conducted including 23 contractors, 19 
consultants and 15 owners. In another empirical study, Lam 
and Wong (2009) concluded that all the parties involved in a 
construction project should be responsible for their respective 
roles at different stages, from the conceptual stage to the 

final. A review of these studies showed that contractors 
who  avoid delays in their projects perform better than 
their counterparts who experience project delays. In spite of 
efforts exerted on ECs’ performance in South Africa, many 
suffer from time delays and cost overruns as well as 
dissatisfied clients (CIDB 2012). ECs are criticised for poor 
performance and ineffective delivery of desired goals (CIDB 
2012; Mbachu & Nkado 2007). According to Thwala and 
Phaladi (2009), such performance is attributed to the complex 
and unique nature of projects awarded to ECs. In some cases, 
ECs are awarded dynamic projects, which require continuous 
change throughout development and execution processes 
(Haponava & Al-Jibouri 2010). The effects of project delay 
include loss of revenue because of slackened production and 
rentable space (Mukuka, Aigbavboa & Thwala 2013).

Manpower
There exists a broad range of literature examining the links 
between the availability of skills and the performance of firms. 
The widely reported key manpower links that have an impact 
on the performance of ECs include shortages of skills and 
knowledge among construction workers, lack of training in 
the industry, low productivity and poor team relationships 
(Mbachu 2012). An empirical study by Carstens (2016) found 
that there is a distinction between skills and knowledge, with 
skills being the practical ability or competencies a worker 
gains from applying the knowledge over time in a hands-on 
work setting. In another study by Mbachu (2012), it was found 
that knowledge consists of the ideas, wisdom and information 
workers acquire through experience, theory and practice, the 
acquisition of which gives them an ability to understand. 
Accordingly, a skills shortage could relate to contractors’ 
experience and supervision which have a great impact on 
project delivery (Mbachu 2012; Otim et al. 2011). A review of 
Carstens’ (2016) and Mbanchu’s (2012) empirical studies 
showed that skills and knowledge could be a source of 
sustainable competitive advantage and lead to better 
organisational performance. Although emphasis is on the 
skills and knowledge that ensure successful project delivery, 
such skills and knowledge could enable the contractor to run a 
successful business, remain competitive and achieve sustained 
growth. An empirical study by Van Wyk (2011) also found that 
productivity is low in South Africa because skills are not 
developed in the construction industry nor do employment 
conditions show respect for people utilised. Another empirical 
study by Atkinson et al. (2012) found that the employment of 
casual labour has become the norm in the industry, along with 
reduced wages, working conditions, remuneration, formal 
skills development or training and poor quality of life.

Emerging contractors financing
Access to finance has been cited frequently in the literature as 
a critical constraint for ECs’ performance (e.g. Agwa-Ejon & 
Mbohwa 2015; Ali et al. 2010; Nurbani et al. 2011; Otim et al. 
2011). In the empirical studies by Agwa-Ejon and Mbohwa 
(2015) and Thwala and Mvubu (2009), construction firms that 
have access to bank finances perform better than their 
competitors who do not have such facilities. These studies 
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showed that funding and guarantees are not easily available 
from SA banks and this affects the performance of ECs. As a 
result, lack of access to finance disqualifies ECs from meeting 
guarantee and performance bond requirements leading to 
cash flow problems and incomplete work and liquidation. 
Banks are reluctant to deal with ECs unless exorbitant interest 
rates are paid and through compulsory management services 
(Thwala & Mvubu 2009). In other empirical studies by 
Ligthelm (2011) and Olawale and Garwe (2010), it was shown 
that small businesses do not have a record of accomplishment 
to support their bank applications. Even though a study by 
FinMark (2006) does not directly link access to finance with 
performance, this study showed 2% of ECs who could not 
access bank loans, and this agrees with Foxcroft et al. (2002) 
who confirmed that 75% of applications for bank credit by 
new ECs in South Africa were rejected. In line with empirical 
studies by Agwa-Ejon and Mbohwa (2015) and Thwala and 
Mvubu (2009), it can be deduced that if ECs face collateral 
discrimination from financial institutions and are without 
finance, they may not survive or grow.

Cash flow management is one critical issue linked to ECs’ 
performance as it creates inadequate cash situation for the 
business. Poor cash flow management results in inadequate 
working capital and undermines the sustainability of the 
ECs. If there is a lack of cash to support a business’s 
day-to-day activities, this could lead to contractors’ failure. 
In an empirical study by Greyling (2012), weak financial and 
cash flow management were found to affect ECs’ business 
ability to work successfully. Poor cash flow management has 
been cited in some empirical studies as one of the major 
causes of failure in small businesses (Greyling 2012). There 
is an agreement with Truong-Van et al. (2008), whose 
empirical study of the construction industry in Vietnam 
found that better management of receivable accounts and 
careful evaluation of the financial capacity of owners were 
meaningful factors for measuring strategic performance. 
This signifies the importance of developing a cash flow 
forecast that indicates the estimated money flowing into and 
out of the business over a period of time.

Materials and machinery factors
Critical shortage of materials in the construction industry 
has been cited as a major factor in cost overruns (CIDB 2012). 
Furthermore, while marshalling tools, materials, plant and 
equipment is a necessary operation, it occupies a large 
amount of productive working time. An empirical study 
conducted by Pheng and Chuan (2006) in Singapore showed 
that contractors who experienced materials shortage had 
poor performance compared to those who had material and 
reliable supplies. The results were achieved using a sample 
of at least 30 projects from both private and public sectors. 
This study showed that material management factors have a 
significant impact on labour productivity and construction 
efficiency. It also showed that worker time could be rendered 
idle or non-productive if materials and tools are not available 
at the right time. In many cases, materials are not stored 
close enough to the work area, leading to double handling. 

Another empirical study by Sambasivan and Soon (2007) 
showed that availability and reliability of materials and 
machinery affect the project implementation in terms of 
time and cost overrun. The empirical study of Enshassi et al. 
(2009) found that excessive waste of material during the 
application process translated into high production costs 
and that hindered the profitability and growth of the 
contractors. Another study by Thwala and Mvubu (2009) 
concluded that ECs do not have good relationships with 
suppliers. In a functioning relationship, the material supplier 
provides credit to the contractor (30–90 day term) and the 
contractor would pay on time. However, in South Africa, 
ECs are required by suppliers to pay cash upfront before 
taking delivery of the material. This kind of relationship 
exists because ECs often fail to pay on time as a result of 
capacity or performance constraints. Suppliers are reluctant 
to extend credit facility to ECs because of perceived risks 
caused by poor history of ECs’ failure to complete projects, 
systematic contractor payment processing delays, especially 
for construction works commissioned by the public sector 
and the potential for material losses because of theft, lack of 
appropriate storage and mismanagement by ECs.

Quality
Value to clients is a very complex and subjective issue (CIDB 
2011). Quality of construction is a key component of perceived 
value to clients. ISO 9000: 2000 standard defines quality as 
the degree to which a set of inherent characteristics fulfils 
requirement. This definition is in line with Mallawaarachchi 
and Senaratne (2015) who define quality as meeting the 
legal, aesthetic and functional requirements of a project. In a 
survey conducted by CIDB (2011), it was found that there 
was a significant breakdown in the quality of completed 
construction works. The survey highlighted that lack of 
quality is a result of poor or non-sustainable workmanship 
that exists in the construction industry. This survey was 
undertaken largely from a client and public perspective and 
the results demonstrated that quality had an impact on the 
performance of contractors.

The preference of awarding contracts to ECs has become a 
subject of concern and controversy to the SA public in 
general. The concerns and controversy are based on public 
perception of the quality of work produced by ECs. However, 
according to Dludla (2018), contractors who produce poor 
quality projects would falter while those with good quality 
thrive. There are negative reports in South Africa that most of 
the infrastructure contracts awarded to ECs were abandoned 
and the frequent incidences of collapsed Reconstruction and 
Development Programme (RDP) houses have cast serious 
doubt on the ability and integrity of ECs. This view is 
supported by Brandon (2017), who noted complaints about 
ECs in general and personal accounts of unhappy relations 
with ECs as too common. Clients of many types often recount 
stories of how their various building projects have been 
fraught with difficulty and have ultimately caused financial 
and emotional hardship. Brandon further states that within 
one industry the standards according to which various 
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participants operate are extremely varied. On one hand, 
there  are sustainable and successful enterprises, regardless 
of the magnitude of projects undertaken, which are skilled, 
professional and conduct themselves in such a manner 
that  leads to satisfaction on the part of clients and agents 
alike.  According to Brandon (2017), there are innumerable 
unscrupulous, unskilled and opportunistic operators whose 
conduct is totally unacceptable.

Legal and regulatory factors
There are legal and regulatory compliances that ECs are 
required to observe, which include health and safety factors 
and environmental factors. Emerging contractors are also 
required to be registered with the CIDB, a board that manages 
their development. However, ECs seem to be trapped in the 
registration process in which most of them (Grades 1–6) do 
not have financial means to be registered to the higher financial 
grades (7–9). Currently, registration is not compulsory, 
hence,  ECs perceive the system of grading as an expensive 
inconvenience with no value (Greyling 2012). The Health and 
Safety Act (181 of 1993) provides for the health and safety of 
persons at work in connection with the use of plant and 
machinery and the protection of persons, and against hazards 
to health and safety. The objective of a safety programme is to 
eliminate losses because of poor working practices that could 
impact workforce well-being (Windapo & Oladapo 2012). 
Accidents during a project can be detrimental to the project 
in  terms of time, cost and the reputation of the company 
(Chan & Chan 2004; Sidumedi 2009). In the case of accidents, 
work may stop in one area of the job, workers’ morale 
may  drop and productivity may decline. The number of 
people who are getting injured or die in the SA construction 
industry has remained high (Windapo & Oladapo 2012). 
These accidents and fatalities have been attributed to non-
compliance by contractors with health and safety regulations 
on construction sites (CIDB 2009; Warwick 2011). The 
reasons cited in the literature are that some individuals are 
ignorant of the law or  in other cases the contractors take 
chances (Windapo & Oladapo 2012). However, Smallwood 
(2002) has attributed this to lack of knowledge and 
inadequate training of site workers and contractors regarding 
the cost of complying with regulations as an unnecessary 
financial burden (Windapo & Oladapo 2012). The discussion 
shows that ECs who do not comply with legal and regulatory 
factors would be affected and this would have a negative 
impact on business performance.

Strategic planning
Ingram (2017) defines strategic planning as the act of 
creating  short-term and long-term plans to guide an 
organisation to continue and increase its success. Even 
though data are far from conclusive in establishing the 
relationship of strategic planning and overall performance 
of companies, an examination of some published empirical 
data shows that there is a relative relationship between 
strategic planning and a company’s overall performance. 
For example, Aldehayyat and Twaissi (2011) studied strategic 
planning system characteristics in Jordanian small firms 

and  examined its relationship with corporate performance. 
The empirical research was co-ordinated via a survey of 
small Jordanian firms. The key findings of this study provided 
empirical evidence about the involvement of top and line 
management in planning, the use of strategy tools and 
techniques. Consequently, the study found a strong positive 
relationship between strategic planning and company 
performance. Another empirical study by Jenster and Soilen 
(2013) examined the relationship between strategic planning 
and company performance in China and found that better 
planning had a positive effect on a number of key business 
performance measures. The study further established that 
there were differences between different planning activities 
and company performance. These studies have provided 
new empirical evidence about the value of strategic planning 
to company performance from the context of Middle East 
and China and the evidence could be utilised for the benefit 
of SA companies.

Despite the importance of strategic planning as confirmed by 
Aldehayyat and Twaissi (2011) and Jenster and Soilen (2013), 
ECs have been accused of being ‘strategically myopic’ and 
lacking the long-term vision as to where their companies are 
headed (Thwala & Phaladi 2009). The concern is that by 
neglecting strategic planning, ECs may not achieve full 
performance and growth potentials and survival could be 
placed at risk. Strategic plans are often formulated on the 
basis of changes that can be foreseen, which involve selecting 
business mission and goals, analysing business’s external 
competitive environment to identify opportunities and 
threats, analysing the internal environment to select strategies 
that build on the identified strengths and correct weaknesses 
in order to take advantage of external opportunities and 
counter external threats.

Hypothesis
The determinants of ECs’ performance as identified from 
the  literature have been presented. These determinants 
were used as a tool in finding the suitable setting for small 
businesses that could be used to predict performance. The 
following assumptions were made:

•	 Financial factors; manpower factors; supply of materials, 
equipment and machinery; project implementation; 
quality factors; legal and regulatory factors; and strategic 
planning affect ECs’ performance.

•	 Project performance positively affects the overall 
corporate performance.

•	 Perceptions of SBEs can affect positively or negatively 
ECs’ performance.

•	 There is a relationship between company profiles and 
ECs’ performance.

Research methodology
The study applied both qualitative and quantitative research 
approaches. The first part of the design was qualitative and 
in-depth interviews were conducted to define the various 
thematic areas that led to the development of the quantitative 
assessment part of the study (phase two).
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The research population was limited to the ECs registered 
with the CIDB in Gauteng. The ECs that were involved in 
general building (GB) and civil engineering (CE) were the 
target population. Gauteng Province was selected based on 
the level of business confidence recorded during the financial 
year 2011/2012 (CIDB 2013), when the province appeared the 
most prosperous in SA, also having a high concentration of 
construction works. On the basis of accessibility and time 
factors for the study, urban based ECs were considered. The 
population of the study comprised 1890 ECs, while the unit 
of analysis was SBEs as representatives of respective ECs. 
This study introduced a critical incident technique (CIT) as 
the approach to answering the research question. There are 
no rules for sample size in qualitative inquiry; rather it 
depends on what the researcher wants to know, the purpose 
of the inquiry, what is at stake, what would be useful, 
what would have credibility and what could be done with 
available time and resources (Paton 2002). The sample size 
determination for quantitative data was based on the 
formulae adapted from Donner, Birkett and Buck (1981). 
Using the formulae, the sample size required was 385 ECs, 
but as not all ECs would respond to the questionnaire this 
necessitated adjustments for attrition rates. It was anticipated 
that 30% would not respond to the questionnaires, hence an 
adjustment for these gave a required sample size of 501 ECs 
in Gauteng Province.

Research instruments
The interview guide and data collection procedure
The interview guide had seven open-ended questions 
that  were administered and the variables were taken from 
reviewed literature. The guide was structured in a manner 
that critical incidents would be collected. SBEs were requested 
to identify incidents that led to high or low performance 
in  construction; however, as the interviews were verbal 
reports only, the key informants’ responses were subject to 
common problems of bias, poor recall and poor or inaccurate 
articulation.

The questionnaire
Based on the qualitative results, a questionnaire was 
developed to evaluate the perceptions of SBEs at a large scale. 
The questionnaire comprised of six sections. In Section A, the 
demographic characteristics of respondents were requested 
and the information gathered consisted of gender, age 
group,  ethnicity, construction experience, disability status 
and level of education. In Section B, data on the business 
profile, including location, age of business, CIDB grading, 
manpower size, business ownership, service provided and 
construction projects undertaken, were collected. Section C 
requested data about SBEs’ perceptions on determinants of 
business performance in the construction industry. Section D 
requested information about the perception regarding overall 
business performance over the previous 3 years, while 
Section E measured the perception on project performance. 
The last section, F, asked the respondents to highlight their 
perceptions on how to improve the performance of SA ECs. 

All the variables tested were found from the literature 
reviewed. The validity and reliability of the questionnaire 
were tested and the results showed that the items in the 
instrument were relevant for the study. The primary data 
were collected from the CEOs, chief financial officers, 
managing directors, contract directors and marketing 
directors as representatives of selected ECs.

Data analysis
To assess the perceived determinants of ECs’ performance 
in  Gauteng Province, STATA version 12 was used to carry 
out univariate analysis and multiple regression analysis, the 
benefits of which included its ability to provide descriptive 
statistics, cross-tabulation, frequencies, prediction for 
numerical outcomes and prediction for identifying groups, 
and factor analysis. Multiple linear regression of the various 
hypothesised predictors against the outcome variable was 
carried out in order to control for any potential confounders 
and to come up with a linear model that related all the 
significant factors to the outcome, ECs’ performance.

Research findings and discussions
Qualitative findings
The profile of SBEs interviewed was assessed and the 
results indicated that 17% of the respondents were females, 
participants had an average age of 44 years and 83% were 
black people. No disability status was reported. The highest 
level of formal education ranged from non-matric (33%), 
matric (50%) to diploma level (17%). They were builders, 
concrete reinforces and general contractors. The profile of the 
key informants is summarised in Table 1.

Critical incidents identified
Based on the interviews conducted with key informants, the 
key findings showed financial factors, manpower, materials, 
machinery and equipment, project implementation, quality 
of work, legal and environmental factors and strategic 
planning as the main determinants that should be addressed 
when running contracting businesses. Furthermore, within 
these determinants critical incidents were identified and are 
summarised in Appendix 1. The incidents are summarised 
according to score (agreed or disagreed), where the score of 1 
(agreed) represents 100% of respondents who confirmed the 
incident and the score of 0.17 (disagreed) represents 17% of 
respondents who disagreed that the incident had an impact 
on ECs’ performance.

Quantitative findings
A total of 501 respondents were targeted for the interviews 
and 433 responded, giving a response rate of 86%. The high 
response rate was attributed to the combined effects of 
survey techniques that included face-to-face and telephonic 
interviews. The demographic characteristics of the respondents 
are summarised in Table 2.
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Reliability and validity analysis
The questionnaire had subscales designed to measure 
the  various factors that were hypothesised as affecting 
ECs’ performance. As the responses of different SBEs would 
be used to draw conclusions about ECs’ performance, the 
subscales were needed to have good reliability and validity. 
Reliability in this case was assessed through internal 
consistency of the subscales. Coefficient alpha (Cronbach’s 
alpha) gave an estimate of the reliability of the scale. The 
subscales were also tested for validity, that is, the extent to 
which they successfully measured the construct. Item 
analysis was used to clean up the subscales, item-by-item, in 

order to maximise the reliability and validity. After item 
analysis only the good items were retained in each subscale 
for further analysis. The results of the validity and reliability 
of the instruments used are presented in Table 3.

From Table 3 data, it is clear that the Cronbach’s coefficients 
obtained are all sufficiently large (> 0.80), suggesting 
consistency of responses for all the subscales after dropping 
the identified items, the manpower factors (C4.5 and C4.8), 
project implementation (C6.6 and C6.7) and performance 
improvement (F12.1).

Confirmatory factor analysis
Correlation analysis was conducted to explore the 
relationships between variables and to check the presence 
of multi-linearity. Table 4 shows the correlation coefficients 
among the variables that were used in the factor analysis. 
They indicate good convergence and discriminant 
validity of the factor analysis, which demonstrates that the 
variables loaded on particular factors correlate significantly. 
The highest correlation is between ECs’ performance and 
project performance (0.4866), followed by the correlation 
between strategic planning and project implementation 
(0.3944). The lowest correlation of 0.0386 between project 
implementation and project performance shows a weak 
correlation between the two performance items.

TABLE 2: Distribution of respondents by demographic characteristics.
Characteristics Frequency (%) N = 433

Gender
Male 65
Female 35
Age (years)
< 30 15
30–49 66
50+ 19
Ethnicity
Black 67
Indian 12
White 17
Mixed race 5
Disability status
Disabled 8
Not disabled 92
Job experience (years)
< 5 12
5–10 40
11–20 44
> 20 4
Formal education
No formal 13
Non-matric 11
Matric 32
Post-matric 27
Degree 17

TABLE 1: Profile of key informants.
Study area Responses received

Contractor A Contractor B Contractor C Contractor D Contractor E Contractor F

Gender Female Male Male Male Male Male
Age group 58 years 61 years 28 years 46 years 38 years 34 years
Ethnic group Black Black Black White Black Black
Disability None None None None None None
Qualification Non-matric Non-matric Matric Matric Teaching diploma Matric
Profession Builder Builder Reinforcement Builder & reinforcement General Contractor Builder & reinforcement
Functional role Chief executive officer Owner Contract manager Owner Managing director Owner
Province Gauteng Gauteng Gauteng Gauteng Gauteng Gauteng
No. of years 2 years 2 years 3 years 1 years 3 years 3 years
CIDB grading Grade 2 Grade 2 Grade 2 Grade 2 Grade 2 Grade 2
Company size 35 unskilled 45 unskilled 2 skilled 1 skilled

15 unskilled
2 foremen
52 unskilled

15 unskilled 12 brick layers
24 labourers

ECs’ profile Male and Female Male Male Male Male Male
Service provided Civil engineering General building Civil engineering and 

general building
Civil engineering and 
general building

Civil engineering and 
general building

General building

Construction projects Government and  
private

Government and  
private

Government and  
private

Government and  
private

Government and 
private

Government and  
private

TABLE 3: Reliability and validity analysis.
Construct Cronbach’s alpha Number of items Items dropped

Financial factors 0.869 8 None
Manpower factors 0.828 6 C4.5 & C4.8
Supply of materials, etc. 0.896 6 None
Project implementation 0.881 5 C6.6 & C6.7
Quality factors 0.848 7 None
Legal and regulatory issues 0.934 8 None
Strategic planning 0.926 5 None
Project performance 0.927 9 None
Organisation performance 0.944 8 None
Performance improvement 0.943 8 F12.1
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The extent to which the research hypotheses were tested is 
presented in this section.

Hypothesis 1: Financial factors; manpower factors; supply of 
materials, equipment and machinery; project implementation; 
quality factors; legal and regulatory factors; and strategic 
planning affect ECs’ performance.

According to univariate analysis (simple linear regression) 
tested in Table 5 based on the perceptions of the respondents, 
the following factors were found to significantly affect 
ECs’  performance (p < 0.005): financial factors; strategic 
planning; supply of materials, equipment and machinery; 
legal and regulatory factors; manpower factors;  project 
implementation (delays) and actual project performance. 
However, quality factors were found non-significant 
(p > 0.005); it was greater than 5% level of significance. The 
results were further tested using multiple linear regression 
method.

Multiple linear regressions
Financial factors, manpower factors, supply of materials, 
and  legal and regulatory factors found to be statistically 
insignificant were dropped and not reported in the results 
of multiple linear regression analysis. The scores were based 
on the Likert scale, from which all items for each area were 
added to give the minimum and maximum scores expected. 
These scores form a continuous score which was used in the 
modelling of the data for the regression. Table 6 indicates a 
summary of the regression analysis for statistically significant 
factors only.

The multiple linear regression models below indicate the 
remaining significant factors based on the calculation of 
STATA version 12. The estimated total factor of performance 
or predicted ECs’ performance was 1.97.

Perceived emerging contractors performance = 1.97 + 0.117 
Strategic Planning + 0.345 Project Implementation + 0.488 Project 
Performance.

where (model interpretation):

The value of 1.97 in the model represents the attainable 
performance (moderate) that would be achieved by ECs 
when variables such as strategic planning, project 
implementation and project performance are excluded.

The value of 0.117 indicates that a unit increase in strategic 
planning causes a 0.117 unit increase in ECs’ performance.

The value 0.345 shows that a unit increase in project 
implementation results in a 0.345 unit increase in ECs’ 
performance.

The value 0.488 shows that a unit increase in project 
performance results in a 0.488 unit increase in ECs’ 
performance.

Hypothesis 2: Project performance positively affects the overall 
corporate performance.

According to the regression model established above, 
project  performance positively affects emerging contractors’ 
performance (positive coefficient of 0.488). As indicated in the 
model, project management receives direction and support 
from executive management and also acquires resources from 
the asset management portion of the organisation. Thus, the 
success of a project hinges on the performance of project 
management, with emphasis on the achievement of time, cost 
and quality targets (and achievement of health and safety 
requirements.

Hypothesis 3: Perceptions of SBEs can affect positively or 
negatively ECs’ performance.

Using the Likert scale, the SBEs were asked to agree or 
disagree with each statement on the questionnaire and the 
items were added to give the minimum and maximum 
scores expected. The scores were summed to measure the 
SBEs’ overall perception. Specifically, the study measured 
the perceptions from a large number of statements, each of 
which was considered relevant to the perception being 
measured and was believed to reflect an agreement or 
disagreement with that attitude. Thus, the perceptions 
of  SBEs were defined as the sum of all the responses 
from  the section on perceptions on determinants of ECs’ 
performance. These scores form a continuous score which 
was used in the modelling of the data for the regression. 
Investigating the correlation of perceptions and ECs’ 

TABLE 6: Results of multiple linear regression analysis.
Total factor performance Coefficient 95% CI p

Strategic planning 0.117 (0.007, 0.227) 0.037
Project implementation 0.345 (0.228, 0.462) < 0.001
Project performance 0.488 (0.410, 0.565) < 0.001

CI, confidence interval.

TABLE 5: Results of univariate analysis.
Total factor performance Coefficient 95% CI p

Financial factors 0.176 (0.069, 0.282) 0.001
Strategic planning 0.273 (0.153, 0.393) < 0.001
Supply of materials 0.162 (0.055, 0.268) 0.003
Legal and regulatory factors 0.149 (0.069, 0.236) < 0.001
Quality 0.101 (-0.018, 0.220) 0.096 NS
Manpower 0.285 (0.163, 0.408) < 0.001
Project implementation 0.368 (0.242, 0.494) < 0.001
Project performance 0.482 (0.400, 0.564) < 0.001

CI, confidence interval; NS, not significant.

TABLE 4: Correlation analysis: Emerging contractors’ performance, strategic planning, project implementation and project performance.
Variables Emerging contractors’ performance Strategic planning Project implementation Project performance

Emerging contractors’ performance 1 0.2106 0.2668 0.4866
Strategic planning 0.2106 1 0.3944 0.0438
Project implementation 0.2668 0.3944 1 0.0386
Project performance 0.4866 0.0438 0.0386 1
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performance indicated that perceptions of SBEs positively 
affect (r = 0.254) their ECs’ performance. The hypothesis 
was tested by calculating the correlation coefficient 
between SBEs perceptions and ECs’ performance, and the 
coefficient calculated using STATA version 12 showed a 
positive coefficient of r = 0.254.

Hypothesis 4: There is a relationship between company profiles 
and ECs’ performance.

Regression analysis of ECs’ performance against the number 
of years the business has been operating indicates that there 
is no significant relationship (p = 0.126) between the two. 
Upon carrying out regression analysis, it is noted that there is 
no significant relationship between company performance 
and the size of the company in terms of manpower (p = 
0.1895) and in terms of skilled workforce the relationship was 
also insignificant (p = 0.625). This may possibly be explained 
by the observation that there is an insignificant number of 
skilled workers in each company (≥ 3).

The variable ECs’ performance was converted to a categorical 
variable in order to carry out tests of association. The chi-
squared tests of association carried out indicated that there is 
no significant relationship between ECs’ performance and 
race (p = 0.261), gender ownership (p = 0.804) and disability 
status (p = 0.255). However, there is a significant relationship 
between the age of owner and ECs’ performance (p = 0.000) 
and the correlation coefficient is -0.1899, indicating that with 
increasing age performance decreases.

There is no significant relationship between ECs’ performance 
and the type of services offered, civil engineering (p = 0.996) 
and general building (p = 0.560).

There is no significant relationship between ECs’ performance 
and the type of project, government (p = 0.777) and private 
development (p = 0.751). The summary of the hypotheses 
results is presented in Table 7.

The structure of the proposed 
conceptual performance prediction 
model
The research findings (qualitative and quantitative) were 
synthesised and analysed. The combination enhanced 
validity and reliability of the results and extended the 
scope and depth of understanding the subject. Based on the 

synthesis of results, the proposed model was developed 
on  the data generated from the perceptions of SBEs. The 
model is divided into four stages: stage 1 is the strategic 
planning, stage 2 is project implementation, stage 3 is project 
performance and stage 4 is performance prediction as 
illustrated in Figure 1.

The model predicts that in order for ECs to become profitable 
and sustainable in the construction business, SBEs must 
continually increase or put more effort on the three 
determinants identified, which would result in desired 
business outcomes and stakeholder expectations (community, 
government, customers and investors).

Benefits and limitations of the model
Model diagnostic tests were carried out to establish whether 
all the assumptions for fitting a linear regression had 
been satisfied. Where appropriate, correlation analysis and 
the chi-squared test of association were used to investigate 
relationships between variables. Based on the tests made, 
the model provides a representation that helps set a 
benchmark for predicting the performance of a construction 
business, and this would certainly benefit ECs, clients, 
community as well as policymakers. Using this model, SBEs 
can predict whether the project is on schedule, ahead of 
schedule or behind schedule, based on the management and 
coordination of project implementation activities. Using 
that information, the project manager is expected to provide 
feedback to leadership. The model, therefore, expands our 
understanding of the theoretical principles in explaining 
ECs’ performance.

However, the model is a mere tool that can guide SBEs in 
running a construction business and cannot be considered as 
the most appropriate guarantee of optimal success of ECs, 
considering the perceived SBEs’ resistance and lack of ability 
to use it, and the resources required to implement it. The 
model should be regarded as part of the solution to predict 
ECs’ performance. The chances of improving the success and 
performance of the organisations are high, should ECs adapt 
the model.

TABLE 7: Summary of results.
No. Hypotheses Findings

H1 Financial factors; manpower factors; supply of materials, 
equipment and machinery; project implementation; 
quality factors; legal and regulatory factors; and strategic 
planning affect emerging contractors’ performance.

Supported

H2 Project performance positively affects the overall 
corporate performance.

Supported

H3 Perceptions of small business executives can affect 
positively or negatively their business performance.

Supported

H4 There is a relationship between small business executive 
profiles and business performance.

Not supported

Emerging contractors’culture

STAGE 3
Project

performance
• Cost
   performance
• Project delivery
   �me
• Project quality
   performance
• Stakeholder
   performance

STAGE 4
• Predicted 
   performance

STAGE 1
Strategic planning

Small business
execu�ves

• Defining
   construc�on 
   business to
   pursue
• Provision of
   resources
• Business systems
   and procedures
• Informa�on and
   analysis

STAGE 2
Project

implementa�on

• Resources
   management
• Communica�on
   on site
• Site
   management
• Innova�on

Feedback, monitoring and evalua�on

FIGURE 1: The structure of the performance prediction model.
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Conclusion
The study was set to assess the critical incidents encountered 
by ECs and the determinants of performance for those 
registered with CIDB. Using mixed research techniques and 
content analysis of primary and secondary sources, a user-
friendly and policy-relevant performance model was 
developed based on a perceptual analysis of the emerging 
contractors. Furthermore, a new set of significant determinants 
of performance as perceived by SBEs in South Africa’s 
(Gauteng Province) construction industry was established.

Practical implications
Based on the findings of this study, ECs should pay close 
attention to their particular business circumstance before 
embarking on the execution of construction projects in order 
to better understand the implications of their actions. 
Particular attention should be given to the following 
implications.

Financial implication
As long as access to finance remains a challenge to ECs, their 
performance in terms of growth, profitability, job creation 
and economic growth, among other performance indicators, 
will remain weak and they would not be able to adequately 
plan. It is therefore important for executives to be innovative 
and raise finance for their businesses.

The implication on delayed payments is that projects would 
not be completed on time when late payments persist; hence, 
the efforts by government in promoting ECs would be a 
waste of time and energy. Therefore, clients need to guarantee 
adequate funding before commencement of projects.

Manpower implication
The results show that lack of skills and restrictive labour 
regulations have a negative effect on the performance of ECs 
in terms of productivity and job creation. Thus, if skills are 
not improved, labour productivity would remain low, and if 
labour laws are not relaxed, job creation would be reduced or 
rather existing jobs would be lost.

Project implementation implication
The results demonstrated that SBEs place great emphasis on 
project implementation at the expense of organisation. They 
put little effort into business planning, but much into project 
implementation. The implication is that the growth and 
profitability of ECs would remain low if there were no link 
between projects and business activities. Emerging contractors 
are concentrating on project implementation because there is 
immediate project income to be realised. They must connect 
projects to business planning and through long-term business 
planning the sustainability of the business would be realised.

Quality implication
There are quality challenges that emerged, especially in 
the  literature relating to the performance of ECs. The poor 

performance in quality for client, consultants and community 
satisfaction impacts heavily on ECs’ reputation in the 
industry.

Legal and environmental implication
Emerging contractors lack commitment to a culture that 
promotes commitment to comply with health and safety 
requirements in the construction industry. If this culture is 
not corrected, increased costs to the business in terms of 
rework, lost time, disruption, productivity loss and loss of 
much needed skills would be on the increase.

Strategic planning implication
Small business executives need to understand the practice 
of  strategic planning in a manner that would lead to 
higher  ECs’ performance. In the absence of a proper and 
comprehensive construction plan, parties to the business 
cannot be informed or held accountable for the timing and 
duration of their planned activities.

Limitations of the study
There are limitations that emerged during the development 
of the interview guide, the questionnaire and during the 
data collection and analysis phases. Thus, the following 
limitations should be kept in mind when interpreting the 
results of this study:

•	 The variables selected for the developed instruments 
may not be complete in terms of factors affecting ECs’ 
performance.

•	 The data generated in this study are limited to CIT and 
this survey technique has not been used in the construction 
industry before.

•	 The study relies on perceptions of SBEs, which might 
have been influenced by perceptual biases and cognitive 
limitations.

Future research
There are a number of future researches that could be 
conducted in continuation of this research. The scope of the 
model was limited to Gauteng-based ECs and needs to be 
validated by expanding its scope to other SA provinces and 
regional countries.
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APPENDIX 1: Summary of critical incidents identified.
Financial category Respondents’ perceptions

Agreed score Disagreed score

Lack of collateral and assets because of poor credit ratings 1.00 0.00
Late payments towards completed work by clients 1.00 0.00
Poor cash flow management and budget control 1.00 0.00
Tender pricing pressure from main contractors 0.83 0.17
Payment problems experienced as a result of rework relating to faults (e.g. project design errors, formwork errors, 
plumbing errors, mechanical and electrical works faults)

0.67 0.33

High consultancy costs and fees, for example, accountants and architects erode profits 0.50 0.50
Payment of performance guarantee/retention 0.50 0.50
High registration and annual renewal fees 0.33 0.67
Total score on financial incidents 4.93 2.17
Manpower category
Shortage of experienced and competent labour force 1.00 0.00
High rate of labour disputes and strikes 1.00 0.00
Cumbersome administrative tasks, such as unemployment Insurance fund (UIF) workmen’s compensation, skills 
development levy

1.00 0.00

Low labour productivity because of employee dissatisfaction and absenteeism 1.00 0.00
The skills obtained from higher education and the skills required in the construction industry do not match 0.83 0.17
Poor labour supervision and workmanship 0.50 0.50
Little capacity to deal with the complexities of modern projects 0.33 0.67
Contractors, subcontractors, clients and consultants do not work together as a project team 0.17 0.83
Total score on manpower incidents 5.83 2.17
Materials and equipment category
Lack of technical know-how on quantity surveying of construction material 0.83 0.17
Regular shortages of materials on site 0.83 0.17
Excessive waste of material during the application process (e.g. unnecessarily thick plastering) 0.67 0.33
Non-conformance of material to specification 0.67 0.33
Loss of material on site because of damage or theft 0.67 0.33
Deterioration of materials because of inappropriate storage 0.50 0.50
Regular breakdown of overhead crane and vehicles 0.50 0.50
Poor quality of equipment 0.33 0.67
Total score on material and equipment incidents 5.00 3.00
Project implementation category
Poor planning techniques and failure to identify critical activities 1.00 0.00
Lack of project coordination among contractors, subcontractors, clients and consultants 1.00 0.00
Unplanned increase in the scope of work from the client 1.00 0.00
Unrealistic construction planned time by clients 1.00 0.00
Failure to commence project on time because of main contractor delays 0.83 0.17
Omissions in the construction plans 0.83 0.17
Time spent waiting for samples, materials approval, site inspection; approval of quality control tests and results 0.67 0.33
Total score on project implementation incidents 6.33 0.67
Quality category
Architectural drawings lack adequate technical information 1.00 0.00
There is poor supervision of projects by project foremen 0.83 0.17
Failure to deliver projects on time to the satisfaction of the client 0.67 0.33
Poor relationships between small businesses and stakeholders 0.50 0.50
Inability to interpret construction tender plans 0.33 0.67
Inability to produce works of an acceptable standard 0.33 0.67
Poor information flow and coordination between small businesses and stakeholders 0.17 0.83
Total score on quality incidents 3.83 3.17
Legal and environmental category
Compliance with health and safety regulations is a hindrance to ECs’ performance relative to: 1.00 0.00
High costs on medical requirements 1.00 0.00
High costs on personal protection requirements 1.00 0.00
Expensive first aid requirements 1.00 0.00
Cumbersome registration requirements and stringent government and private support systems 1.00 0.00
The grading system in the construction industry 1.00 0.00
Government policies in the construction industry do not promote small-scale construction enterprises 0.83 0.17
Total score on legal and environmental incidents 6.83 0.17
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APPENDIX 1 (Continues...): Summary of critical incidents identified.
Financial category Respondents’ perceptions

Agreed score Disagreed score

Strategic planning category
Limited work opportunities for emerging contractors, high competition 1.00 0.00
There is lack of attention to long-term vision 0.83 0.17
There is lack of clear objectives 0.83 0.17
Weak leadership and management practices 0.67 0.33
Little attention is given to strategic planning 0.67 0.33
Total score on strategic planning incidents 4.00 1.00
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