Potential Benefits from the Use of L ocal Firms

Locd consultants and contractors have the potentid to be more effective and efficient than
government organizations and foreign firms. If carefully encouraged, local firms would be better
suited to finding technical solutions appropriate to loca skills and resources, and to manage the
work within loca commercia, socid and political condraints.  This depend upon creeting an
enterpriang, problem solving, management culture, in which management practices were
carefully digned with the locd commercid, socid and palitica environment

In moving towards the use of loca contractors, three quite distinct factors must be considered:

the trandfer of work from government minidries and agencies to private firms - "the
efficency factor";

the replacement of foreign firms by loca ones - "the nationd development factor”; and

changing designs and congruction methods to suit loca needs, skills and resources - "the
employment and economic growth factor".

The efficiency factor

It is generdly recognized that the administration of road systems in developing countries by
government ministries and agencies is compardively ineffective and inefficient. There are many
reasons for this, but as a generalization government road agencies are over-staffed, provide little
red incentive for their saff to perform well, work to afairly rigid set of rules, and ignore or resst
local needs and representation, rather than responding to them. Obvioudly, this does not apply
to dl roads organizations, but it isafair generdization.

It can be argued that the fundamenta structure of such organizations is ingppropriate. Usudly
concelved and sructured dong the lines of smilar organizations in developed countries, they
may lack the managerid characterigtics which are essentid if good results are to be achieved in
poor developing countries. flexibility of gpproach, a postive and innovative problem solving
management culture, and the incentives to "do more with less'. Perhgps more fundamenta even
than organization structure are organizationd objectives. One of the factors that has worked
agang the development of effective road maintenance inditution is that most road authorities
have conflicting objectives and functions and therefore operate under incompatible incentives.

By contradt, the generdized view of the private firm is one which has smple objectives (survivd,
profit, growth), recognizes the need to motivate its saff to perform well (and has the means and
flexibility to do it), and - being market orientated - is used to responding to local needs,
provided that response is commercidly redigtic. Again, thisisafar generdization.
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Thus, given the technical characteristics of road maintenance described above, it is likely that

local contractors and consultants could do a better job than government organizations and

directly employed labor. It is clear that flexibility of action, and the &bility to respond in a
specificaly relevant way to the problems a hand, may well produce better results than inflexible

governmentd organizations trying to stisfy a diveraty of influences. In short, the private firm is

motivated to succeed, and therefore is likdly to find imaginative ways to overcome obstacles to

success, whereas the governmental organization may be principaly concerned with the

gpplication of standard procedures, so avoiding taking risks and making mistakes.

The national development factor:

The arguments for replacing foreign firms with locad ones are more clear-cut, and less
controversd. Firdly, it is a smple matter of naiona development, encouraging nationd
professond and indudtria growth. Strengthening the professons is one of the key factors in
increasing the use of loca contractors and consultants. Professondly qudified people are avery
scarce resource in Africa Governments and aid agencies devote much time, effort and money
to education and training programs to relieve this shortage. Unless those who benefit from such
programs find simulaing and chdlenging work a home, they will ether perform ineffectivdy
(perhaps finding ways of usng ther tdents outsde of the workplace) or they will find work
abroad, leaving their countries more dependent upon foreign expertise.

Secondly, and equaly important, loca firms are likedy to be more effective technicaly -
effectiveness being judged on the basis of producing an adequate solution to road maintenance
problems with a minimum consumption of scarce resources (such as plant and equipment,
imported materias, and skills possessed only by a smdl minority), while promoting the use of
local people and materids. By contradt, foreign firms may be congrained by market forces to
goply standard solutions, designing and building to codes of practice chosen because their
technica dtaff are familiar with them, rather than because they are appropriate to the job in
hand.

The employment and economic growth factor:

The main thrust of this argument is the prodigious capacity of congtruction work to cregte low-
skilled employment. The Internationa Labor Office has been one of the leading organizations in
promoting this gpproach to congtruction, through the implementation of labor-based road
condruction projects, and by producing informative publications. This factor will be one of the
man themes of another paper to be given a this seminar, "Appropriate Use of Available
Resources and Technology", so will not be pursued further here.

In summary the potentiad benefits are likely to be:
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Politicd: a clear commitment to nationd development, promoting economic growth,
professona development and employment, and reducing dependency on imported goods
and services,

Economic: the economic benefits semming from the above paliticd commitment, plus the
inherent benefits that accrue from a better road system; and

Culturd: stimulation of education and training, and the development of professons and
professond inditutions.
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