Policies, Refor ms and | nter ventions

The prime concern of any atempt to foster the development of loca contracting industry is to
crested organizations which have determined, enterprising, and problem-solving management
cultures. Logicdly, this must begin with the development of the market.

Market Devel opment

Work must be made available to these firms in a form that they can do without undue drain,
within an acceptable leve of risk, and within the knowledge, information, skills and resources
avallable to them. This has technicd implications, requiring a move towards smdler projects (or
the subdivison of large ones), based on loca technology, and using appropriate congtruction
techniques.

Unless and until the market for road maintenance becomes sable, with a sufficient and
forecastle annuad demand, it would not be prudent for firms to concentrate soldy on
maintenance work. For most firms some divergification into related forms of congtruction activity
will be necessary, so the program must take a broader view. Maintenance work should be seen
only asagood basis for new firms to establish themsalves and exigting firmsto develop.

Externd support for the program should be amed a stimulating enterprise, rather than
protection. In the context of the market, the introduction of stabilizing measures would reduce
the risks. For example, funding that would provide an assurance that an adequate number of
projects would be available regularly over a subgtantid period of time, with timely payments.

However, given the difficulties that loca firms face in getting finance and credit, some form of
assigtance will be necessary. This need not be in the form of subsidies, grants or soft loans, but
samply a system of making finance and credit easier to obtain.

One of the main problems is that condruction is perceived (frequently, correctly) by most
commercid banks as a high-risk business. Inherently, routine road maintenance contracts should
offer alower risk entrepreneurial opportunity than new congruction, since the work content and
hence the cost should be more predictable. It is in the interest of clients to ensure that these
financid risks are minimized by committing themsaves to prompt and regular payments to
consultants and contractors, since they will suffer if the pool of committed and technicaly
competent enterprises is diminished. Careful thought therefore needs to be given to devisng
equitable methods of cdculating payments due and, even more important, ensuring that
mai ntenance contracts are let only when there is a reasonable guarantee that adequate funds will
be available to honor payment gpplications promptly.

Measures to Secure Effective Control
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Where road maintenance is executed on a force account basis, control structures are largely
internd to the ministry (or other public sector organization) itself. They will be responsible for
both setting the task and carrying it out, within the limits of broad technica standards and funds
avalable. When private consultants and contractors are brought in as additiond actors, the
scenario automaticaly becomes more confused. The potentid for an improved and more
economica service will dmaost certainly be increased, but thiswill only be achieved if smple but
effective control procedures are in place. This implies both the development of gppropriate
forms of contract, because these effectively set " the rules of the game ", and re-orientation,
motivation and training of supervisory staff such as cderks-of-works and inspectors to ensure
that the game is played according to these desired rules.

A program of research and development into gppropriate contract forms is crucia. The World
Bank has been paticularly active in this area, emphasizing fair contract procedures and its
willingness to encourage "dicing and packaging” of larger projects. Neverthdess, road
maintenance is intringcaly different from new construction and further innovation is necessary, in
order to formulate a system of contract administration which sets objectives that are easy to
perceive and results can be easily measured. A move towards performance specification would
perhaps simulate this, in which the dient specifies the find ride surface required, leaving the
contractors free to use their skills to achieve the required result. Strategies of this type would
eliminate much of the difficulty of specification and measurement, and would stimulate more
responsible atitudes to nationd development. This concept could be extended to encourage
design consultants and contractors to cooperate to form firms which would offer a complete
design-restore-and-maintain service, diminating the traditiona adversarid triangle.

Facilitating Organizational Change

The devdopment of locad consultants and contractors must result in a reduction in sze of
government organizations. In many cases, these organizations employ most of the technicaly
skilled gaff available, so this re-organization must be managed with great care. The extent to
which this vauable technical resource can be transferred in a motivated condition will have a
profound effect on the success of the program.

One of the difficulties is the trangtion period, and this may have a fairly long time scale. There
ae two diginct dements. the "efficency factor" indicating a trandfer of emphasis from
government to private firms; and the " nationd development factor” indicating the subgtitution of
foreign firms by loca ones. It may be impractical to work on both these a the same time, in
which case adecison on priorities will have to be made.

During the past few years, the need to study the socid and cultural dimensions of development
programs has become widdly accepted. In the case of this proposed program, which aims to
mobilize locad busness, this dement will be vitd. In order to design a program, it will be
necessary to discover what are the principa motivators of consultants and contractors, what
risks they are prepared to take, how do they attract, motivate and control their staff, and so on.
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Equdly careful and thorough studies will have to be done in order to design schemes for the
transfer of gaff from the government to the private sector, in order to promote the efficient use
of this scarce resource.

I nstitution Building

Action plansin this area are the counterpart to the fourth area of problems - those of time-scae.
Given an indefinite time-scae, drategic measures in market development, control and
organizational change might well achieve good results. However, in practice the period of
trangition would prove wasteful and unsatisfactory. It is prudent therefore to examine the scope
for indtitution building measures to encourage accelerated growth of locd contracting and
consulting firms which have the resources and technicad and manageria capacity to respond to
the newly devel oped market for road maintenance services.

The contribution of locd ingtitution would include:

Research and development projects on appropriate methods of design and
congtruction, leading to more redlistic design and better control;

providing information, advice, and skills through consultancy;
devisng and running effective and practicd training programs, and

forming a focus for professond development, which would have a beneficid effect
on atitudes to persona conduct and qudlity;

An ingtitution-building program should also seek to work with and through trade associations.

These are an important means whereby loca firms can exercise ther influence on government
and others, and can dso stimulate technical and professiond devel opment.
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