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The Transport Research Laboratory 1s the largest and most comprehensive centre for the study of road
transport 1 the United Kingdom For more than 60 years 1t has provided information that has helped
frame transport policy, set standards and save lives

TRL provides research-based technical help which enables 11s Government Customers to set standards

for highway and vehicle design, formulate policies on road safety, transport and the environment, and
encourage good traffic engineering practice

As a national research laboratory TRL has developed close working links with many other international
transport centres

It also sells 1ts services to other customers n the UK and overseas, providing fundamental and apphed
research, working as a contractor, consultant or providing facilities and staff TRL's customers include
local and regional authonties, major civil engineenng contractors, transport consultants, industry, foreign
governments and ternational aid agencies

TRL employs around 300 techmcal specialists - among them mathematicians, physicists, psychologists,
engmeets, geologists, computer experts, statistictans - most of whom are based at Crowthorne, Berkshire
Facilities include a state of the art driving stmulator, a new indoor impact test facility, a 3 8km test track,
a separate self-contained road network, a structures hall, an mdoor facility that can dynamcally test
roads and advanced computer programs which are used to develop sophisticated traffic control systems

TRL also has a facihity 1n Scotland, based 1n Edinburgh, that looks after the special needs of road transport
in Scotland

The laboratory’s primary objective 1s to carry out comnussioned research, investigations, studies and
tests to the ighest levels of quality, rehability and impartiality TRL carries out 1ts work 1n such a way as
to ensure that customers recerve results that not only meet the project specification or requirement but are
also geared to rapid and effective implementation In doing this, TRI. recogises the need of the customer
to be able to generate maximum value from the mvestment 1t has placed with the laboratory

TRL covers all major aspects of road transport, and 1s able to offer a wide range of expertise ranging from

detailed specialist analysis to complex multi-disciplinary programmes and from basic research to advanced
consultancy

TRL with 1ts breadth of expertise and facilities can provide customers with a research and consultancy
capability matched to the complex problems arising across the whole transport field Areas such as
safety, congestion, environment and the infrastructure require a multi-disciplinary approach and TRL s
1deally structured to dehiver effective solutions

TRL prides 1tself on 1ts record for delivering projects that meet customers’ quality, delivery and cost
targets The laboratory has, however, mstigated a programme of continuous improvement and continually
reviews customers satisfaction to ensure that its performance stays in line with the increasing expectations
of 1is customers

TRL operates a quality management system which 1s certificated as complying with BS EN 9001
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TRANSFERRING ROAD MAINTENANCE TO THE PRIVATE
SECTOR: THE GHANA EXPERIENCE

ABSTRACT

Many countries are making ncreasing use of the private sector for road mamtenance
activittes The West Afitcan country of Ghana has considerable experience of this approach
for both the national road network and the rural and feeder road network It provides a useful
case study of how the private sector can become mcreasingly tvolved 1n an area which has
traditionally been the preserve of 1n house force account orgamsations This report reviews
the experience of Ghana, by regional case studies of both the Ghana Highway Authority
(responsible for national roads) and the Department of Feeder Roads (responsible for rural
and feeder roads) The report reviews how the chent organisations have set up road
maintenance by contract procedures, how they have evolved to manage this process and how
the contracting industry has responded to the developments Conclusions highlighting the
key 1ssues which appear to affect the success of developing the private sector for road
maintenance are presented at the end of the report This study will contribute to a final report
which addresses international experience of private sector road maintenance, which 1t 1s
hoped will be of benefit to countries considermg such changes

1. INTRODUCTION

The Department for International Development (DFID) are funding a Knowledge and
Research (KAR) project entitled ‘Transferring road maintenance to the private sector” The
arm of this project 1s to assess how successful different approaches have been in procuring
road mamntenance from the private sector, and to 1dentify how the change process from using
an mn-house workforce (IHW) to using the private sector has been managed m various
organisations

The purpose of the study is to identify successful approaches which might be considered by
those countries who receive assistance from DFID The West African country of Ghana
previously used an IHW for procuring its road maintenance works, but smce the 1980s 1t has
turned over an mcreasing amount of this work to private contractors This has occurred on
both the national and regional road network, the rural and feeder road network and the urban
network For this reason, Ghana provides a useful case study of the experience of transferring
road maintenance 1nto the private sector

The case study was developed during a visit to Ghana by Mr Chris Parkman from 19/9/98 to
3/10/98 The first point of contact 1n Ghana was Mr Alex Twumasi-Boakye, Deputy Director
(Planning) of DFR  Meetings were held during this time with various people as noted
Appendix 1




2. BACKGROUND

Ghana 1s a medium sized country located on the Atlantic coast in West Africa, with a land
area of 239,000 km? and a population of 17 5 million (1996), and 1s bordered to the west by
Cote d’Ivorre, to the north by Burkina Faso and to the east by Togo It 1s fawly flat, and
extends from a dry coastal region of low lying scrubland and plans, through a central area of
thick rainforest to the northern plateau of about 500 metres elevation which 1s predominantly
savannah and open woodland Accra, the capital city, 1s on the southern coast with a
population of approximately four million Government of the country 1s exercised both
centrally and through assemblies which represent each of the country’s 10 regions and 110
districts Currently there 15 a process of decentralisation in which much of the responsibility
of the regional assemblies 1s being transferred to the district assemblies

A period of economic decline set 1n following independence 1 1957, which reached 1its nadir
in the late 1970s when Flight Lt Jerry Rawlings took over leadership of the country m a
military coup Since then, through various mitiatives mcluding IMF Structural Adjustment
Programmes, this decline has been reversed although the GNP per capita (1996) 1s stll only
US$360 (World Bank, 1998) During this time, there has been a general trend for an
increased use of the private sector and a reduction 1n the number of government employees,
and this has been reflected 1n the road sector by the greater use of private contractors and
consultants for both construction and maintenance of the network

The Ministry of Roads and Transport (MRT) was created 1n 1997 as the minstry with overall
responsibility for all modes of transport i the country Various agencies are responsible to
MRT and 1n the road sector these include the Ghana Highway Authority (GHA) for trunk
roads, the Department of Feeder Roads (DFR) for feeder roads and the Department of Urban
Roads (DUR) for urban roads The MRT replaced the Mimstry of Roads and Highways
(MRII), which 1tself was created in 1982 to take over responsibility for the two road agencies
then m existence, GHA and DFR, from the Ministry of Works and Housing

GHA 1s a serm-autonomous highway authority admimistered by a Board of Management with
representatives from both the public and private sectors (stakeholders) It was founded n
1974 and 1s the oldest of the authoriies DFR was founded 1n 1982 and DUR 1n 1988, both
operating with more traditional civil service structures Reporting to MRT who monitor their
performance m terms of budgeting, accounting and contract administration, the 3 authorities
receive therr funds from both central government budget and the Road Fund, which 1s
managed by an Advisory Board reporting to MRT The Road Fund can only be used for
pertodic and routne maintenance, with central government funds allocated for any
development works

The 1998 allocation for road maintenance (from the Road Fund) 1s given in Table 1, which
also 1dentifies the length of road for which each agency 1s responsible




Table 1
Maintenance allocations for each authority

Length of road 1998 budget allocation (CEDI millions)

network (km) Routme Periodic Total
GHA 14,750 25,000 67,500 92,500
DUR 1,800 10,000 37,500 47,500
DFR 22,420 12,500 25,000 37,500
MRT -7 - 2,500 2,500
Total 38,970 47,500 132,500 180,000

Sources Amoah (1998), World Bank (1996}, and this study

Notes 1 Approximate rate of exchange CEDI 2,500 =US$1
2 DFR only perform maintenance on the ‘maintainable’ proportion of thew network Currently, this
consists of 10,500km but 15 mcreasing at a rate of 1,500km per year as various sections of the
‘unmamtamable’ network are improved through a nationwide rehabilitation programme

The total network includes 1430km of asphaltic concrete roads, 6,300km of surface dressed
roads, 19,565km of gravel roads and 11,675km of earth roads A recent study of the network
which rates the condition 1n terms of good, fair or poor based on an objective rating system
suggests the proportion m each category 1s as given m Table 2 It 1s hoped that under a
current mutiative, the Highway Sector Investment Program (HSIP) which continues to 2000,
the proportion will improve to 70% good, 20% fair and 10% poor

Table 2
Current road conditions (per cent)
Road condition | Main roads Urban roads Rural roads
(GHA) (DUR}) (DFR)
Good 18 24 44
Fair 23 26 50
Poor 59 50 6
TOTAL 100 100 100

Source Amoah (1998)

Given the different histories of the three road authorities and the different 1ssues affecting the
management of their networks, each authority has developed 1ts own approach to
procurement of road mamtenance This report concentrates on the operations of GHA and
DFR, drawing attention to practice at DUR where appropriate

3. THE PRESSURE FOR CHANGE

As noted above, a period of economic decline continued from the 1970°s into the early 1980°s
and pressures for change 1n the road sector were part of an overall programme of reform
established 1n the Economic Recovery Programme (ERP) of 1983 This was supported by
donors and international lending agencies and affected the sector both m terms of 1ts funding
and 1ts institutional methods




In a move to a system of market prices and full cost recovery for all economic services, a
Road Fund was established m 1985 with 1ts major source of revenue a levy on petrol, diesel,
kerosene and refined fuel o1l The Fund has recently been restructured (1997) and 1s currently
providing a more stable flow of funds than has been realised in the past Many of the
problems associated with procurement of road mamtenance m the past were caused by
funding and payment mechamsms, and the reformed Road Fund operation appears to be a
major reason for recent improvements 1n this area A more detailed description of the Fund
1s given 1t Appendix 2

Coincident with financial reform, institutional reform was also implemented which included a
policy of reduction mn the number of government employees In 1985 there were
approximately 500,000 civil servants but by 1998 this had reduced to approximately 80,000
At 1ts peak, the GHA employed some 8,400 personnel and DFR some 5,000 By 1996, GHA
had reduced 1ts staff to 4,650 and DFR currently has a staff of approximately 700 These
reductions were achieved by a general move to construction and maintenance by contract
rather than by the traditional [HW methods A view was held amongst policy makers that, in
general, as well as achieving reductions 1n government employees, putting such works on a
contract basis in which payments were made for work done rather than work attendance
would improve the efficiency and effectiveness of operations

Each agency had different circumstances and 1ssues related to this general trend The
questions to ask were

1) Which works are suitable for contracting and what type of contract should be used?

2) Is there a contracting mdustry to support these changes and, if not, how can 1t be
developed?

3) How can the agency adequately supervise the contractors?

The approach adopted by each agency is outlined below, by noting first the more general
circumstances and then by describing in more detail how each agency 1s currently performing
1ts road maintenance, using case studies at the regional (operational) level of each institution

4. GHANA HIGHWAY AUTHORITY

4.1 Evolution of contracting procedures

Periodic maintenance and rehabilitation works have been carried out by contract since
independence These works have often been funded m the past by donor and lending
agencies who also provided assistance to contractors 1n the form of equipment and traimng
However, mnitially these contracts were let based on rates set by GHA, but thus approach has
now ceased and almost all periodic mamtenance and rehahlitation works are now performed

by local contractors (some nternational contractors for larger packages) based on competitive
tendering

Unlike periodic and rehabilitation works, routine maintenance was onginally carrred out by
an IHW Regional [HW gangs were responsible for vartous portions of the network and




v

worked from camps which were established m different viciities on a temporary basis  With
the economic chmate and lack of funding which resulted in the early 1980s, the system
became 1nefficient, not least because members of these gangs were spending considerable
amounts of time commuting to these camps so that actual productive time on the network was
being diminished

In 1981/82, GHA therefore decided to expermment with contract procedures for routine
maintenance, by paying their labourers based on work accomplishment rather than by an
hourly rate This enabled these labourers to work on other activities (typically agriculture in
the rural areas) on completion of the required work, and encouraged productivity In some
mstances, ‘food for work” schemes were operated where conditions were extremely harsh
By 1985, after a pilot scheme 1n one district, the scheme was 1 operation nattonwide and
labourers, 1n line with the governments policy of staff reduction in the civil service, were laid
off and encouraged to set up as Single Man Contractors (SMCs)

The conditions of retrenchment were determined by the Mimistry of Employment and Social
Welfare, which developed an imtiative under the ERP  Each labourer was awarded severance
pay and given the opportunity to retramn to act in his new capacity as an SMC (although the
rates for work were fixed by GHA, the SMCs still needed traming in techncal aspects as well
as work scheduling and management) Most of the workforce were reasonably accepting of
the change and 1t seems that this reflects a more general entrepreneurial culture present in
Ghana For older employees, 1t offered an opportumty to retire and work on their land, many
younger employees were also keen to be able to operate more commercially

SMCs carry out routine, labour based works such as grass cutting, ditch cleaning and culvert
cleamng The system 1s rather similar to a lengthman system, and each SMC 1s responsible
for typically 3km of road (mitially the lengths of section were 5km) and might expect to cut
the grass five times per anmum, to clean culverts twice per annum and to clean ditches three
times per annum In more rural areas where the population 1s more sparse, the use of SMCs
1s 1mpractical and larger contracts were let for typically 30km lengths of road In addition,
even where SMCs were operating, 1t was clear that they were not large enough to take on
more capital intensive activities such as grading operations, and so these works were let to
Local Private Contractors (LPCs) The detailed aspects of the system are described in more
detail below by means of a case study of GHA operations m Central Region

4.2 GHA Central Region routine maintenance operations

GHA operates through 1its 10 regional headquarters which report to the national headquarters
m Accra Within each region, GHA devolves responsibility further to a district level,
although these districts are larger than the political districts, often contaimng between two
and four of the latter Situated to the west of Accra, Central Region extends from the south
coast to 1ts northern borders with the Ashanti and Eastern regions The regional capital is
Cape Coast, an old coastal port city

42.1 The GHA network and budgets for Central Region

GHA 15 responsible for approximately 1447km of road, categorised as shown in Table 3 The
region imcludes 12 political districts, but for ease of admimistration these are grouped so that
GHA operate using 3 road districts as indicated in the Table




Table 3
Summary highway statistics for Central Region

Road Surface type Total road
District condition AC Surface Gravel Length (km)
dressed
Good 450 805 148 140 3
CAPE Fair 108 8 164 - 1252
COAST Poor - 208 9 1397 348 6
Total 153 8 3058 154 5 6141
Good - 124 3 - 124 3
WINNEBA | Fair - 1850 - 1850
Poor - 3071 300 3371
Total - 616 4 300 646 4
Good - 353 78 431
DUNKWA Fair - - 69 69
Poor - 128 123 8 136 6
Total - 48 1 1385 186 6
Good 450 2401 226 3077
ENTIRE Fair 108 8 2014 69 3171
REGION Poor - 528 8 2931 8223
TOTAL 153 8 9703 3226 1447 1

Source Central region data this study
Notes 1 The road condition ratmg 1s based on an mdexed score (between | and 100) which 1s derived from a
combmation of visual assessment of surface distress and road roughness values

In order to manage the maintenance on this network, the orgamsational structure as shown 1n
Figure 1 15 adopted This shows that there 1s currently a mux of IHW and contract
maintenance operations The amount of work that the JHW performs 1s expected to reduce in
the near future, under a general departmental strategy which appears to be moving towards
procurement solely by contract




Figure 1
Orgamisational structure for managig road mamtenance mm Central Region

l Regional Director l

Mechanical Engineer | | Maintenance Engineer | Matenals Engineer
Assistant
| I Maintenance
| Dustrict Engineer | | Engneer
2 mechanics are
employed who
mamtam the GHA | Technical Officer |

plant and equipment

| Works Supermntendent I

I Foremen |
Supervision of
routme and periodic
maintenance

| Road Overseers | contractors on site

] Labourers [

Notes

1 The Matenals Engineer provides some assistance to the Maintenance Engineer for maintenance programming
activitics

2 There are 3 District Engineers (DEs), each responsible for 1 admimustrative district (there are 12 pohitical
districts 1n the region)  The structure shown above below the District Engineer 1s common to each district, but
the number of junior staff n each role vanes depending on the size of the district

3 For Cape Coast district, there 15 1 Techmcal Officer, 1 Works Supermtendent, 2 Foremen, 10 Road Overseers
and approximately 20 Labourers

4 The IHW operation i Cape Coast district includes 1 grader, 2 tippers, 1 flat truck, 4 cold emulsion sprayers
(for short sections of resurfacing), 2 pedestrnian rollers and 2 pedestrian compactors

5 The Foremen and Overseers are responsible for supervision of contracts on site

The maintenance budgets for Central Region for 1998 are summarised in Table 4 All such
funding comes from the Road Fund




Table 4
Central Region routine maimtenance budgets

Road length Cost
(km) (CEDI nullions)

SMC (Paved) 1069 808
SMC (Unpaved) 166 47
LPC (Paved) 408 875
LPC (Unpaved) 250 376
IHW 330 169
Traffic control devices 888
Equipment operation and maintenance 68
TOTAL 3230

Source MRT (1998} and this study

Notes 1 The total number of SMC contracts to achieve the above 1s 390 (179 Cape Coast, 177 Wineba and
34 Dunkwa)

Until the late 1970s, all maintenance work was carmed out by an IHW but contract
maintenance was introduced 1n the 1980s, as described above, and nowadays, a mix of
contract mamtenance and IHW operations 1s 1n use as described below

422 Routine maintenance
Routine maintenance 1s carried out by SMCs, LPCs and the IHW On any section of road,

the different maintenance activities might be carried out by a combmation of the three
approaches depending on their suitability

SMC contracts are approxtmately 3km 1n length and of one years duration, and include grass
cutting, ditch cleaning, culvert cleamng and culvert desilting They are not advertised, as
they are of such small contract sums (typically CD1 4m), and locals know of the available
contracts Usually, grass cutting, ditch cleamng and culvert cleaning are combined into 1
SMC contract, and culvert desitting, which represents a more significant effort, 1s included 1n
a separate SMC contract

Work 1s scheduled on a monthly basis as required (in some months, no work will be
scheduled), under the direction of the Road Overseer (RO), who 1§ also responsible for
supervising, reporting and measuring work for payment The RO works under the guidance
of the DE, who checks measurements of work done and forwards recommendations for
payment to the Maintenance Engineer who approves payment at regional headquarters Since
the restructuring of the Road Fund, regions are paid one month 1n advance for routine
maintenance (monthly 1n arrears for all other activities) and so the regional headquarters are

now able to release payment to the districts to enable payment for work done within one
month of submission

Activities which mclude a need for more equipment, such as pothole patching on paved
roads, and grading, sectional regravelling and ditch cleaning by machime (also occasional
construction of critical culverts), are carried out by LPCs The value of these contracts
typically range from CD60m to CD90m, and there are 10 contracts (6 for unpaved roads, 4
for paved roads) in operation mn the current financial year Where an LPC contract 1s in




[

operation on a paved road, then SMCs will be used for the off-road maintenance, on unpaved
roads, the LPC will be responsible for grading and ditch cleamng, with the SMCs responsible
for the outstanding activities A typical contract 1s mcluded m Appendix 3

The intention 1s that the term of each LPC contract 1s one year, but 1n practice, due to the
budget approval process, the contractors normally only mobilise by July for contracts which
need to be complete by the end of the financial year (December) Advertisements are placed
in the national press in March or April and the contractors submut thewr bids so that they are
appointed by June, on approval of the Regional Tender Board under recommendation from
the regional office Until this year, the tendering process was selective with the lowest
evaluated bidder being asked to accept GHA rates where the tid price was above the
engineers estimate However, tlus year 1s the first time that full open bidding has been
mmplemented and awards made to the lowest tenderer

In order to prequalify for such works, contractors must be nationally registered to a mmimum
category A4/B4 (see 7 2 for explanation of the rating system), and 1n practice all are well
known to the regional office of GHA The contracts attract mnterest from the smaller
contractors, but larger national contractors are more interested in larger scale periodic
maintenance and reconstruction works This financial year, 16 contractors tendered for the 10
confracts

The entire network 1s apparently not covered by the SMCs and LPCs, 1n part because sections
of road under periodic maintenance or reconstruction are not included (but comparison of
Tables 3 and 4 suggest that pavement repairs will only be carried out on 408km of the
1124km paved road network) In addition, the appointment process of the LPCs means those
roads to be mcluded in the LPC contract will not have a contractor 1 place for at least six
months of the year These situations are covered by the IHW gangs, although 1t can be seen
from the budget allocations that not all links will be covered for the funding available In
addition, emergencies are dealt with where possible by the IHW

4.3 Periodic maintenance

Periodic maimtenance, as noted earlier, has been carried out predomnantly by contract since
independence, although some work 1s carried out by IHW though the use of two Mobile
Maintenance Units (MMUSs) described below Given the objective of this particular project,
and the long term use of standard (FIDIC) forms of contract, little attention was given to this
during the formulation of the case study It 1s interesting to note, however, that there 1s a
current 1mtative using external techmuical assistance to improve the delivery of perodic
maintenance (paved road resealing) across the network

Preliminary recommendations arsing from this mitiative suggest that the quality of resealing
can be mmproved, and one means of achieving this will be to reclassify existing contractors
more ngorously for prequahfication purposes In addition, 1t 1s being recommended that
resealing contracts should be increased 1n size, to encourage fewer but larger (and hopefully
better qualified) contractors to tender for the work more efficiently (by reducing overall
mobilisation costs) This will also reduce the supervision requirements of GHA




The MMUSs are used for emergency maintenance 1n addition to periodic works One umit 1s
based near Accra (on the Accra-Kumasi road) and consists of two gangs, which progress
along the road carrying out a programme of resurfacing and rehabihitation The other MMU
operates similarly and 1s based in the centre of the country If an emergency occurs, then one
of the gangs within the MMU will undertake the necessary remedsal action, the other gang
continming with its programme of work

The MMUSs have been used n the past as a means of ‘research’, 1 terms of trialling new
methods They are currently being used 1n the mitiative to improve resurfacing operations, as

a pilot study before introducing any changes to the specifications for such work on a
nationwide basis

4.4 Important 1ssues

A number of 1ssues are noted based on the GHA experience i the following paragraphs -

more general conclusions which also relate to the other road agencies are discussed 1 section
9

A major hindrance to adequate road mamntenance in the past has been the issue of payment
All parties note that in a climate where payment was consistently late and uncertam,
maintenance was not performed adequately Contractors were unable to rely on a constant
payment stream so that this often became a reason for delayed work, or at worst, lack of
work, staff in GHA were unable to let contracts as they saw fit for fear of defaults on
payment once contractors were mobilised This problem has been mentioned consistently as
the key constraint on the contract maintenance process to date

With the recent restructuring of the Road Fund which has brought about a more reliable and
efficient funding mechanism, there seems to be common agreement that a solution has been
found to the above problem and payments appear to be more certain and are processed more
efficiently Routine mamntenance funds are disbursed from headquarters to the regions
monthly 1n advance, based on the annual routme maintenance budget allocation (consistent
expenditure throughout the year 1s assumed), but all other works are paid for 1n arrears based
on approvals of certificates by Regional Engineers and headquarters

Notwithstanding the above, the planmng process still appears to hinder consistent road
maintenance, with regard to the use of LPCs and the fact that they are not appomnted, n
practice, until late mn the financial year, and 1t would be beneficial 1f this process could
therefore be accelerated The planning process 1s summarised 1n Table 5 (but 1t 15 understood
that a new pavement management system has affected this process)

10



Table 5
The annual planning process

Time Activity

July - September Districts present routine maintenance budget request to regronal
headquarters

October Regional headquarters submit draft budget request to national
headquarters

October - January On-going discussion on budget requests

January Final submission of agreed budget requests by regions to national
headquarters

February Works packaged for LPCs

March - April Advertisement for LPC contracts in national press

June Opening of tenders by Regional Tender Boards

July - August Mobilisation of successful contractors, for contracts which extend
until end of financial year (December)

Source This study

Cost comparisons between the current contract mamtenance approach and either previous
approaches or the current MMUs are difficult, due to the different accounting methods
employed for the IHW and contract work as well as the identification of overheads
Nevertheless, 1t 15 generally considered that payment for work done rather than attendance at
work has increased productivity and hence reduced prices

There are two 1ssues concerned with supervision of contracts First, with so many small
contracts 1t 1s sometimes difficult to properly momitor the work and there 1s a view that more
supervisory staff are required, and these will need to be rewarded by adequate remuneration 1f
they are to be properly motivated This 1s particularly true for cases where mexperienced
contractors are operating, who will require more mtensive supervision Second, some
supervisors within GHA have been discovered to be operating as SMCs as well (which does
not encourage rigorous supervision'), and this problem has ansen due to falsification of
names of such SMCs The problem has been overcome by a requirement for photographic
1dentification of all contractors and illustrates the extent to which supervision 1s required

5. DEPARTMENT OF FEEDER ROADS

5.1 Evolution of contracting procedures

Unlike the GHA, which transferred its staff mto the private sector by encouraging them to set
up SMCs, DFR adopted a straightforward new approach of employing and developing small
local contractors, without implementing any such policy for future work for its own
retrenched workforce However, many were nterested to operate as private contractors but
this action was taken of therr own mtiative The case study of this experience focuses on
Ashanti region

11




5.2 DFR Ashanti Region routine maintenance operations

Situated to the north west of Accra, Ashanti 1s one of Ghana’s most important regions The
regional capital 1s Kumasi, Ghana’s second city and one of historical and commercial
significance being the seat of the Ashant1 tribe and close to much of the country’s mining
activity

521 The DFR network and budgets for Ashant: Region

DFR 1s responsible for approximately 3000km of road One per cent of this network 1s paved
(the remainder being gravel or earth) and approximately 1900km are considered
‘maintainable’ (1e routine and recurrent mamtenance work 1s only expended on this
proportion of the network) The ‘unmaintamnable’ proportion of the network 1s gradually
being improved through a phased donor and Government of Ghana (GOG) programme of
rehabilitation and improvement works, so that the requirement for routine and recurrent
maintenance will correspondingly increase 1n each successive year

Until the mid 1980s, all maintenance work was carried out by an IHW which mncluded 1n
excess of 150 staff However, retrenchment of the IHW began 1n the late 1980s over a phased
period to the extent that now only 5% of maintenance works are carried out by IHW (see
below)

Management of the network 1s currently in a state of transition, from a centralised regional
structure to a decentralised structure which devolves more responsibility and authority to the
districts within the region There are 18 political districts in the region, and under the
centralised structure these have been grouped mto 3 operational districts reporting to regional
headquarters However, under the new decentralised structure, these operational districts are
to be abandoned with each political district taking more responsibility for roads under their
jurisdiction The structure 1s 1llustrated in Figure 2
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Figure 2

Orgamisational structure for managing road maimntenance 1n Ashanti Region

| Regional Engineer |

Contracts Engmeer

Notes

| Mamntenance Engineer |

l District Engineers |

| Foremen l

| Overseers |

| Quantity Surveyor

T The Regional Engmeer reports to the Director (Maintenance) at DFR Headquarters, Accra, for mamntenance

activities

2 It 15 mntended that there should be 18 District Engineers (DEs), each responsible for 1 political district

There 1s only 1 at present, for the largest district (400km network), with the remainder being filled by Foreman
temporarily acting as DEs  Currently the DE 1s responsible to the Maintenance Engineer (ME), and both haise

with the District Councils  Under the new decentralised structure, the DEs will be located 1n, and responsible
to, the District Councils, referring to the Maintenance Engineer as required for technical advice etc
3 The ntention 1s for there to be 1 Foreman per district

4 There are currently 9 Overseers, all presently acting as Foreman

The mamtenance budgets for Ashant1 region for 1998 are summarised in Table 6 These
show a mix of GOG and donor funding, and GOG funding 1s procured through the Road

Fund

13



Table 6
Ashant1 Region road maimtenance budgets

Activity Road length Donor funding Govt of Ghana'
(km) (CEDI millions) (CEDI mullions)

Spot Improvement 141 940

Regravelling 179 701 96

Resurfacing * 28 300

Rehabilitation 416 5,635 1,461

2nd cycle institution 25 250

Routine mamtenance 1900 1,400

Bnidges 980

TOTAL 7,316 4,446

Source MRT (1998) and this study
Notes 1 All Government of Ghana funding above comes through the Road Fund
2 Resurfacing refers to paving gravel roads or replacmg worn out surfacings on paved roads

522 Routine maintenance

Routine maintenance includes vegetation control and drainage maintenance (side ditches and
culvert cleaming) Reshaping and blading of roads (often referred to as recurrent
maintenance) 1s also included under this heading, as well as surface patching and localised
section regravelling

Procurement of routine maintenance 1s predominantly by contract although the nature of the
form of contract maintenance 1s currently 1n a state of transition There 1s an IHW although
this only carries out 5% of the maintenance work in the region  The THW owns 5 graders and
13 staff are engaged for its operation (4 tractor operators, 7 grader operators and 2
mechamcs) The work carned out includes those emergencies which can be remedied by
grader operations and more general recurrent grading/shaping activities For emergencies
which require other plant or equipment, contractors are appointed as appropriate  The
appointment of such contractors does not present logistical problems, and approval (required
from DFR headquarters in Accra) 1s usually swiftly granted for their appointment Such
justification of the need for emergency maintenance to headquarters 1s usually presented by
photographs '

In the past (and still currently m operation for some of the network, but see below for recent
changes), DEs would 1dentify defective roads on which work was required, on an on-going
basis throughout the year, and would quantify and group the relevant activities mto works

! A simular use of THW 1s made m other regions For example, m Central Region, the DFR owns 5 operational
graders, 4 tippers, 3 tractors, 1 towed grader and 3 pedestrian rollers, and 15 responsible for 850km of
‘maimtainable’ roads This equipment (with operators) is either loaned to labour based contractors, and the
hourly rate 1s deducted from thewr payment certificates, or 1s loaned to district councils who use 1t (free of
charge) on their roads and supply fuels etc  On average, in Central Region which has 12 districts, 2 district has
use of a grader and operator for three months per annum  Each region has a mechanic, employed by GBEWAA
(2 mechamical engineermg company - the local agents for the motor graders), who 15 used to service equipment
as required (officially the mechanic 1s full ime on DFR work)
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packages of a suitable size for local contractors The rates for each activity were fixed by
DFR headquarters 1 Accra and took account of regional variation, and adjustment factors
were also used to account for inflation The works package (and hence a contract sum) was
determmed at Regional headquarters and based on this the RE would propose approximately
3 contractors who would be considered suitable to carry out the work Such contractors were
required to be registered under the Mimstry of Roads and Transport (MRT) classification
scheme (see 72 for further details) The District Tender Board (DTB) would meet as
required and appoint the successful contractor, based on an appraisal of past performance and
current workload (see 6 for further details of the DTB)

A typical contract sum for the above packages varied between CD5m and CD10m, and would
be of a 2 month duration For the 1998 budget of CD1,400m, 1t can be seen that this would
require upwards of 140 packages which would be admimistratively very cumbersome
Indeed, this 15 the reason that the newer system outlined below has been implemented
However, the arguments for such an approach were that it ensured that work was shared out
amongst the available contractors, of whom there are approximately 80 in the Ashant: region
In addition, 1n the past, funding has been extremely erratic and by using a number of smali
short term contracts, DFR would be better able to avord defaulting on payments to a sitting
contractor when a contract was only partially complete Ths latter reason 1s hopefully
something of the past now that a regular funding stream has been established with the
restructured Road Fund A typical contract 1s included as Appendix 4

It 1s intended to replace the above method of procurement by the new Maintenance
Performance Budgeting System (MPBS) which was introduced on a pilot basis m 1994 In
the current financial year both systems are 1n use concurrently The MPBS has adopted ‘area
wide’ routine maintenance contracts, i which a contractor 1s appointed for a one year term to
carry out all routine maintenance operations for a group of roads m a given area The
contractor 1s appointed early 1n the financial year (January), and whilst this 1s usually before
the forthcoming annual budget 1s confirmed, 1t 1s considered approprate since the routine
mamtenance budget 15 not expected to vary sigmficantly from year to year so that adequate
funding 1s reasonably certamn The quantity of work in each package 1s estimated at the
begimng of the year, and this covers typically between 50 and 100km of road with a contract
sum of CD150m Rates are established as with the former method, and the appointment of
the contractor follows a simular approach, except that the appomntment i1s made by the
Regional Tender Board (RTB), rather than the DTB The RTB 1s responsible because the
system 18 still i its mfancy and is considered a national mtiative, better co-ordinated at
regional level However, 1t 15 expected that as the system becomes mstitutionalised this role
will be transferred to the relevant DTBs

There are currently 6 MPBS contracts m operation in the region A typical contract is
included as Appendix 5 During the year, the Foreman supervises the work of the contractor
and advises the ME of the completed work for the current month and the proposed work
schedule for the forthcoming month Based on this advice, the ME 1ssues a monthly Works
Order to the coniractor and submits a monthly payment certificate to the RE for approval and
payment On approval of the RE for the monthly payment, the invoice 1s forwarded to the
Regional Admumstration for their approval, before being returned to the RE who can then
effect payment (no approval from DFR headquarters 1s required for routine maimntenance
payment)
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The MPBS system 1s easier to supervise since there are less contractors to monitor and a
contractor will only be working n one area of his contract at any one time, this contrasts with
the former approach, in which a number of scattered contracts might require supervision
simultancously However, both methods require substantial admimistration and generate large

amounts of paperwork For this reason, attempts are currently underway to schedule the
MPBS contracts on a bi-monthly basis

Both methods rely on good supervision by the Foremen Particularly with the new MPBS,
the Foreman needs to be properly trammed in momitoring and recording activities and
quantities In the past, as an additional aid to demonstrate completion of works m accordance
with the contract, photographic evidence has often been used

5.3 Penriodic maintenance and minor works

A combination of GOG and donor funds are used to finance periodic mamntenance and minor

works  On the DFR network, such works typically include regravelling, dramnage
improvements and spot improvements

All such work 1s carned out by contract and the engineering studies to justify such works are
either performed m-house or through the use of locally engaged consultants The need for
such works 1s assessed on an annual basis and the procedure for letting such works 1s similar
to most construction type contracts, packages bemng advertised in the local press As with the
routine matntenance contracts, any contractor is ehigible for such work 1f he meets the pre-
qualification cnteria defined for the particular contract, in accordance with the MRT
contractor classification system Contractors are usually allowed 45 days 1n which to submut
therr bids, which are assessed on the basis of lowest price tendered Appointment of the
successful contractor 1s the responsibihity of either the DTB (projects valued at less than

CD500m) or the RTB (projects valued at greater than CD500m, or projects which are
considered part of a national inttiative)

There 1s considerable interest from contractors in Ashanti region for such works, which
typically attract larger type firms than the routine maintenance contracts Between 5 and 20
contractors will usually bid for any such project In 1998, 14 contracts have been proposed
(and some of these already awarded as of September) for spot improvements and 11 for
regravelling The form of contract 1s FIDIC, although it 1s understood that this has been
shghtly modified The Employer 1s MRT, and the named Engineer 1s the Director of DFR,
with the Engineers Representative being the DFR Regional Engineer

Four 1ssues have been noted 1n discussions with the relevant parties in Ashanti region First,
with the Engineers Representative being the DFR Regional Engineer, contractual authority 1s
distanced from activities on site  This means that substantial time 1s often required mn order to
obtain approvals for vanations to the contract as well as for payment certificates Second, 1n
order to ensure that good quality work 1s obtained, foremen and supervisors need to be skilled
and well trained, and a need has been 1dentified for more foremen with such expertise Thurd,
many contractors feel that the competitive bidding procedure in which the lowest bid wins 1s
not the most appropnate approach This sometimes results i the appomntment of a contractor
who has, 1t 15 believed, not properly understood the scope of the works so that he might be
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unable to complete the works 1n accordance with the contract Contractors feel that more
weight should be given to the engineers estimate before necessarily appomting the lowest
tenderer Finally, many contractors also feel that the requirements for bid securities,
mobilisation guarantees and performance bonds are onerous in terms of the collateral
required, they feel that these requirements could be reduced, in particular noting that the
retention on all payment certificates serves as a means 1n 1tself to ensuring performance of the
contractor

5.5 Labour based programme

Labour based methods of construction and mamtenance have been 1n use 1n Ghana for many
years and have been promoted by various donor agencies The programme oniginated in 1987
under a pilot scheme m Western region Seven contractors were trained, primarily for the
purpose of carrying out rehabilitation and reconstruction works, of which there was a
substantial backlog Within two years, after further pilot studies m two other regions, the
programme was extended nationwide and the intention was that once the rehabilitation
backlog was reduced, the contractors would be employed for routine maintenance activities
It was planned that one labour based contractor would be capable of performing maintenance
activities for a single political district, so the aim of the programme was eventually to develop
approximately 110 contractors

The MPBS specifications include provision for works to be carried out by either labour based
or equipment based methods, with separate activities identified and specified for each
approach Hence, under the present system of awarding maintenance contracts based on
established rates, without the use of competitive tendermg, DFR 1s 1n a position to drrect
which roads are mamtamned by the different methods, by selecting the appropriate
maintenance activities In this way, they are able to maintamn control of the market 1n terms
of the balance between equipment and labour based contractors

It 1s unclear how the current move to full competitive tendering (see section 9) will affect the
balance of labour based and equipment based contractors If the DFR continues to specify the
type of activity (labour or equipment based) to be performed m any given contract, and does
not allow equipment based contractors to perform equipment based activities as an alternative
for labour based contracts (and vice versa), then DFR will mamtain control of the
marketplace

However, 1t 1s understood that in general, labour based rates are lower than genuine
equipment based rates If the DFR requires contractors to competitively bid, and allows them
to propose which method they prefer for carrying out the different activities (either labour
based or equipment based), then there 1s a possibility that equipment based contractors will
reduce their rates in order to win the work If these rates are not sustainable 1n the long term
to mamntain and replace the equipment, then these contractors mught eventually be unable to
perform satisfactorily, at the same time, by 1mplication, the labour based sector will have
reduced 1n size and capacity Hence the road mamtenance sector might face the problem of
there bemng insufficient equipment based contractors, due to lack of adequate equipment, and
msufficient labour based contractors, due to theiwr being unable to win enough work the
problem which imtially stimulated the labour based mitiative
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Strategies to deal with the above problem are currently bemg discussed, and the 1ssue of how
to properly implement competitive brdding 1s described more fully 1n section 9

6. TENDER BOARDS

All contracts are signed with the approval of the relevant tender boards, as described
previously GHA contracts are approved by the Regional Tender Boards (RTB) At DFR, for
routine maintenance and for periodic maintenance or rehabilitation work valued at less than
CD500m, approval of the District Tender Board (DTB) 1s required For contracts of value m
excess of this, or for works which are part of a national strategic objective (for example, any
new donor funded initiative), the approval of the RTB 1s required The procedures followed
by DFR with the DTBs are outlined below, these are similar to those adopted with the RTBs

The DTBs meet as required 1n order to appomnt the relevant contractors Under the existing
institutional arrangements, DTBs are still heavily reliant on the advice of Regional Office of
DFR However, 1t 1s expected that as the decentralisation process becomes institutionalised,
with the transferral of District Engineers to the District Councils, DTBs will become more
self sufficient in terms of their ability to approve and appoint suitable contractors

The DTB usually has 7 members These include the Chief Executive of the District (a
political appointee), the Presiding Member of the Assembly, Chairman of the District Finance
Commuitee, Chairman of the District Works Commuttee, the District Planmung Officer, the
local Member of Parliament and the District Engineer In addition, they have a monitoring

team who carry out sampled monitoring of contracts in progress to ensure they are as
expected

Each DTB 1s developmg or has developed a hist of approved contractors Thus is based on the
MRT classification system and advice from the Regional DFR office, but has the added
advantage of the additional local knowledge available at the district level The registration 1s
normally confirmed on an annual basis and typically requires the contractors to submut
evidence of licences, social security registration and MRT classification

Currently, payment certificates are approved by the DTBs but payment 1tself 15 effected by
the Regional Engineer of DFR  However, with the move to decentralisation, 1t 1s anticipated
that the Districts will recerve relevant funds direct from the Road Fund and will take
responsibility for final effect of payment It 1s not expected that this will require too much
extra work on the part of the District Council as the size of the road maintenance budget 1s
small 1n companson with their overall budgets For example, the district of Agona, with a
population of approximately 135,000 and a network of between 150 and 200km manages
disbursement of an annual budget of CD2 billion The road maintenance budget 1s cutrently
approximately CD100m for the district, so that disbursement of these additional funds
represents only a 5% increase

There appear to be no significant problems with the operation of such arrangements with the
DTBs Sometimes 1ssues occur which are due to a lack of understanding on the part of the
districts as to the work being performed under the auspices of the DFR  For example,
villagers might voice concern to the District Council that a contractor 1s not carrymg out the
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correct or appropnate work, but this might not be true as they may not be fully aware of the
contract that has been agreed between the DFR and the contractor Hence there 1s an 1ssue of
‘laymen’ and ‘professionals’ needing to commumecate It 1s expected that these situation,
whalst inevitable, will nevertheless improve under the new decentralisation programme, given
that a District Engmeer will be closer to the District Councils (responsible to them rather than
the DFR as currently) so that more professional support will be available

7. THE CONTRACTING INDUSTRY

7.1 Equpment

A mayor concern 1n the early days of the move to contract maintenance was the availability to
contractors of sutable equipment The Bank for Housmg and Construction (BHC) was
established, whose purpose was to provide assistance to contractors i the form of bank
guarantees and loans for purchasing of equipment, as well as commercial banking services
In addition, 1t set up a subsidiary Plant Pool Ltd, which hired equipment (new equipment
funded by donor assistance) to contractors

The plant pool 1s no longer 1n operation It appears that there 15 a culture within Ghana of
ownership, rather than hire, and contractors preference was to only use the pool as a last
resort Wath less than full utilisation, the rates for hire soon became uncompetitive and some
private firms offered equpment at better rates for those contractors who needed to lure In
addition, the plant pool was based in Accra, which made 1t difficult both logistically and
financially for contractors based further afield

However, 1t seems that purchase and maintenance of equipment still remains a problem for
many contractors The costs of equipment, and the nature of the busimess, means that the
payback period on loans for purchase are often substantial and therefore unattractive to any
lender For payback of a loan over a period of tume, a contractor would need to be
demonstrate a reliable stream of mncome, and this has been seen as a risk 1n a competitive
contracting environment This problem has been further exacerbated 1n the past with the poor
record of payment by the government clients It seems that this latter problem has been
resolved with the recent restructuring of the Road Fund, and the BHC 1s now apparently more
amenable to such lending Contractors are concerned, however, that equpment purchase
mught still pose a problem but government and donor policy 1s currently to allow the market
to resolve the 1ssue

7.2 Contractor registration

A system of contractor classification has been introduced by MRT Thus enables each agency
to avoid prequalification since for any advertised work, the contract advertisement specifies
which class of contractors are allowed to tender Contractors are categorised as Roads
Aarports and Related Structures (Category A), Brmdges Culverts and Other Structures
(Category B), Labour Based Roadworks (Category C) and Steel Bnidges and Structures
(Category S) A contractor can be placed 1n more than one category 1f he can demonstrate the
relevant competence
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Within each category, contractors are classified within four classes A confractor in a given
class 15 not allowed to tender for any single contract, or have work on hand, in excess of
threshold values which are stated by MRH For a contractor to be rated in a given class, he
must meet the requirements for that class in terms of employmg a minimum number of staff,
a mimmum asset value and annual turnover, recent work experience and mimmum
qualifications for key staff Contractors are required to submit an annual licence fee for
classification (which varies from CD30,000 to CD750,000 dependmng on class), and to
resubmut for classification every two years (Class 3 and 4) or every three years (Class 1 and
2) Contractors must also undergo some tramning (discussed in 8)

Table 7 summarises the current size of the contracting industry by the various classes

Table 7
Contractors classified according to MRT classification scheme

Category of work
Class A B C S
1 18 19
2 13 25 (21) 2
3 84 177
4 151 315

Souwrce MRT (1998a} and this study

Notes 1 Category A = Roads, Category B = Bridges, Category C = Labour
based, Category S = Steel bridges (specialist)
2 Some contractors are registered in more than 1 category (for example
A1/B1), the table shows the total number in each category The total
number of registered contractors m the above table 1s 536
3 The Category C statistic 1s unrehable Many contractors mn this class
are registered directly with DFR and do not appear i the MRT records
It 15 understood there are between 100 and 120 labour based confractors,
of which 56 are fully equipped

7.3 The Road Contractors Association

Contractors can choose to become members of the Road Contractors Association (RoCA),
which represents their mterest at a national and regional level and serves as a pomt of
reference for discussions with client representatives at industry level Currently the RoCA
has 400 registered members, and this excludes the labour based contractors who have therr
own separate organisation (see 74) Each member pays an annual subscription, which 1s
graduated depending on the size of the firm Most members mamtam a laissez faire attitude
to the RoCA, and nterest waned when the mdustry was having problems of payment, but

with the renewed confidence 1n the sector through the better managed Road Fund, interest has
recently increased

The RoCA was formed 1n 1993 from a larger group previously known as the Association of
Cwvil Engmeenng and Building Contractors, and developed because 1t became apparent that
there were problems peculiar to the road sector which mught be better served by more specific
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association It has a constitution, with bye-laws, a code of practice and ethics, for which there
are disciplinary commuittees to ensure each member comphes In addition, sub commuttees sit
for vartous reasons, such as reviewing rates for work and conditions of contract Benefits of
RoCA mclude a forum for discussion and social support, an opportumity for business
collaboration (for example, coordinated bulk procurement of equipment), and representation

The Chairman of RoCA 1s a member of the commuttee which 1s responsible for classification
of contractors, and there 1s also a representative on the Ministerial Advisory Committee
which advises on new development projects Perhaps a key role 1s that of the representative
which sits on the Road Fund Board thus representing their mterests as stakeholders i the
network In addition, representatives of RoCA can bring maiters of concern to the various
agencies attention - for example, it was felt that the initial requirement for contractors to
register with MRT on an annual basis was too onerous, and RoCA requested that this be
extended to the current requirements Also, on occasions where agreed national rates for
activities have been found to be unreasonable, RoCA have requested that these be revised by
the agency concerned

Current concerns of RoCA mclude the lengthy process for approval of payments (and
vaniations to contracts) which slows their time for payment, the need for consistent and
standard forms of contract on a national basis, a view that many of the contractual
requirements in terms of bonds and guarantees are too onerous, availability of funds for
equipment purchase, and the move to competitive bidding and the 1mplications in terms of
accepting lowest bidder

7.4 Labour Based Contractors Association

The Labour Based Contractors Association (LaBCA) exusts for similar reasons to RoCA
Labour based contractors constder they have a specific mnterest which 1s better represented by
a separate orgamsation, although discussions have been held to consider the possibility of a
merger with the RoOCA LaBCA was recognised officially by government in 1989, and 1ts
role was important as the labour based programme was innovative and all parties were new to
the approach There are currently 93 members of LaBCA

Concerns and representation of LaBCA are similar to RoCA  Specific concerns currently
include the 1ssue of competitive tendering and the possibility of equipment based contractors
gaining a larger share of the market at the expense of labour based contractors (see 55) Itis
considered that many contractors will also need traimng in competitive bidding  Also, since
the labour based contractors are operating at the district level, there 1s a concern that the new
decentralisation mmitiative will need to be monitored carefully In particular, 1t 1s considered
that traxming of district councils in their client obligations might be required, now that they
have increased responsibility for procurement and management of works

In summary, the role of both LaBCA and RoCA appears to be crucial m the process of
developing a contracting industry, by providing a focal point for representation of contractors
suggestions for improved methods and also for their grievances
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8. TRAINING AND DEVELOPMENT
8.1 Contractor training

Most formal traimng m the roads sector has been for the labour based programme, and very
httle training has been given to the larger equipment based contractors The traming of
labour based contractors has been the responsibility of DFR which has a permanent training
school at Koforidua, which 1s approximately 70km from Accra The umit was set up m 19838
and a Traiming Officer was appointed, with specialist traming expertise  Traimng was given
to supervisors, managers and technical operators as outhned below

Each labour based contractor, 1 order to register for works with DFR, must send four
supervisory staff on the Supervisors Traming Programme When the programme started in
1988, this consisted of five weeks 1n the classroom and 18 weeks ‘on-the-job’ traming on site
In 1989 the duration was reduced to 20 weeks, and more recently in 1993 further reduced to
16 weeks, consisting of s1ix weeks 1n the classroom and 10 weeks on site  The reduction 1n
the length of course was achieved by providing more focused traiing and represents an
improvement with the introduction of new topics At the same time the participants are now
required to be of an acceptable calibre Candidates are first tested in two subjects (Maths and
English) before further screening and interviews, 1n order to be accepted onto the course It 1s
also intended that a new course 1s mtroduced 1n 1999 to tramn towed grader operators which

will be of one week duration and will include site based traiming of both tractor and towed
grader operators

There are usually 24 participants from contractors (1e six contractors) and DFR staff also
attend the courses so that both client and contractor responsibilities are discussed at the same
forum Currently, contractors pay for accommodation and subsistence for their staff, but the
course fees are funded by DFR - from 1999, thus 1s expected to change as the tramming centre
has to become fully self financmg The traiming umit employs, full time, one principal
(Chartered Engineer), one techncian engineer (although he has recently been moved from the
post) and two foremen for the field tramig programme Other trainers are drawn from a pool
of ‘guest tramers” who are DFR staff, specially groomed to offer services to the tramning
centre when needed

After completing the tramming programme, contractors are awarded a inal contract (whach
normally consists of Skm of rehabiltation work), which will be closely momtored by the
relevant Regional Engineer The aim 1s to try and develop and improve the contractor during
this time, and to date no contractors have failed this part of the programme

A tramng programme 15 also conducted for managing directors and directors of contracting
firms, which consists of two, two week courses The first course covers basic management
skills, and the second course addresses financial management 1ssues and 1S usually
undertaken a year after the first course These courses are run by Ghanaian external
consultants

As stated above, less attention has been given to training equipment based contractors MRT,
1n collaboration with RoCA, have been running a programme which 1s based m Accra and
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consists of one week of management traimng and two weeks of technical aspects Table 8
includes a synopsis of the subjects covered

Table 8
Executive and management traimming for contractors

Management training topics Professional / Technical training topics
- Establishment of a company - Pre contract activities
- Company management - Tender evaluation and contract award
- Contract management - Project management
- Plant, equupment and supplies - Quality control
management - Record keeping
- Road design consideration
- Claims and disputes
- Securities
- Road mantenance operations
- Plant operation and maintenance

8 2 Client training

Since 1994, DFR have recrumted foreman of a higher calibre than previously as they are aware
that the management role which the client function requires 1s fundamental to the success of
contract maintenance Foremen attend the same courses as the contractors and subsequently
have further ‘on-the-job’ traiming 1n supervision aspects

New engineers are formally tramned m labour based technology before they are attached to
expertenced engineers and gamn imtial experience on site They subsequently attend the seven
week course held at the Kisn Tramning Centre in Kenya where management and technical
aspects are covered with participants from elsewhere on the continent A further course for
engineers 1s currently being considered, which would address the contractual management
aspects of their work, and this will be prepared by an international consultant (for all the
agencies within the MRT) Fnally, engineers within DFR often recerve donor assistance fo
attend both short term courses and long term studies overseas, although these are obviously
less focused on the labour based maintenance programme

9. CONCLUSIONS

Specific conclusions have been noted where relevant i the preceding sections However,
there are many conclustons of a more general nature which are presented below

The fundamental message which 1s noted by all parties involved 1n the road sector 1s the need
for a constant and reliable stream of funds Where, previously, maintenance was being
neglected, much of the reasons appear to have been that the chient agencies were unable to
pay within contractual terms, so that contractors were unable to continue working i some
cases This had implication throughout the industry guarantors and banks were less meclined
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to provide loans and charges for guarantees were high, contractors were sometimes unable to
carry out work to a satisfactory standard, or timeliness, chents were constramned from
applying liqudated damages and had less control over quality of work (since withholding
payment for work not in accordance with the specification became an irelevance) All
parties seem to agree that the recent restructuring of the Road Fund, which has resulted in a
rehable and consistent source of funds, has made a sigmficant improvement to the industry

It was noted in the discussions on both GHA and DFR contracts that there were many small
contracts which require a substantial amount of supervision Historicaily, one reason for this
has been that the client agencies have been unable to commit themselves to large projects for
fear of defaulting on payment Now that the funding problem appears to have been
addressed, this will allow the client agencies to let contracts of a larger size which they can
then manage more efficiently Larger contracts should also reduce mobilisation costs for
contractors The MPBS approach at DFR already demonstrates a move m this direction
However, considerable care needs to be taken as to how quickly tius change 1s allowed to
happen, conclusions elsewhere (Stock and de Veen, 1996) suggest that labour based road
works can only be sustained using small scale contractors and whulst these methods remaimn
the only feasible option for delivery of road maintenance, an environment conducive to small
scale contracting will be needed

However, the trend of moving from smaller to larger contracts seems to be a natural evolution
in the development of a contract maintenance environment (Parkman, 1998) It represents a
greater transfer of nsk into the private sector, and 1s only possible with a competent
contracting industry For countries which have had to develop a contracting mdustry for road
maintenance 1t appears that a stepwise process of moving to small contracts first 1s a suitable

approach As the industry develops, so the amount of risk that can be transferred can be
increased

The next stage 1n transferring risk to the contracting industry in Ghana appears to be the
introduction of competitive bidding, rather than selective appointments based on established
departmental rates In addition to the problem of how to balance the workload of labour
based and equipment based contractors (mentioned in 5 5) concern has been expressed by all
parties that this needs to be done with care the widely held view 1s that simply accepting the
lowest tender might not be prudent, since many contractors who submut such low bids might
have misunderstood the contract obhigations and basis for rate butld-ups

Training for both contractors and clients will mitigate agamst the above problems occurring
LaBCA are considering the possibility of preparing base rates for their members, allowing
them then to adjust these for overheads and profit allowance However, this will rely on
members complying with the suggested rates - a situation which might not always be easy to
ensure Three options are being considered at DFR  Furst, to develop engineers estimates and
allow contractors to bid only on the marginal increase above or below these estimates
Second, to define output standards so that contractors then build up rates by imcorporating
their own labour and equipment rates Third, totally unrestrammed bidding could be
implemented 1n which each contractor 1s solely responsible for tender price

A further transfer of nisk could occur by developing more performance based, rather than
procedural based, contracts in which the contractors took more responsibility for selecting
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which work 18 required 1 accordance with performance criterta This would reduce the
supervisory burden of the client agencies but there appear to be sigmficant risks associated
with such a move Apart from the additional skills which would be required of the
contracting industry, 1t 1s not clear that reduced supervision should necessarily be an objective
of the client agencies The reason for this 1s that corruption 15 an 1ssue (the specific example
of GHA. and the need for photographic identification of contractors has been mentioned) and
the only way to mutigate against such practice 1s to mamtain close supervision, both by senior
staff over junior staff within the client orgamsations, and also by close technical monitoring
and auditing of work on site’ This mught also be a reason to maimntain a nigorous approval
procedure for contract variations and payment, although thus has often been cited by
contractors as a major hindrance to progress of work on site and payment of certificates

Decentralisation 1s the latest government imitiative which has required a change of practice in
the procurement of maintenance In general, the view of all parties 1s that whalst 1t mught
mcrease representation of local opmion 1 mamtenance of the network, 1t will be more
difficult to administer and there 1s a fear that many of the district councils might not be well
qualified to properly monitor contracts Tramning will be necessary and 1t might be that
additional staff will be required by the client agencies 1n order to provide proper support and
back up for the districts 1n this respect

In summary, Ghana has adopted a stepwise approach to the use of contractors for road
maintenance which has involved a gradual transfer of nsk to the private sector as their
capactty mcreases Within this process, care has been taken to ensure that the views and
mterests of all parties are considered, and to this end the role of representative bodies, such as
the contracting associations, appears to be important Such representation of stakeholders 1s a
feature of the recently reformed Road Fund, which has ensured a more consistent and stable
flow of funds
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? An 1nteresting comparison can be made here with recent experience mn the UK (reported under this project) In
UK, as the trend of moving towards greater use of the private sector has happened, clients have realised over
time that they have lost much of their in house capacity to effectively manage the mantenance function Asa
result, there has been a corresponding trend of increased amounts of ‘audit’ type work, mn which clents let
auditing contracts to mdependent consultants to monitor and report on the quality of service which the chent 1s
recerving from its contractors (and consultant) Such reles are not apparent in Ghana and suggest the need for
developing 2 local consulting capacity 1f maimntenance 1s to be contracted out
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Appendix 1 - People interviewed during study



LIST OF PEOPLE MET WITH WHOM DISCUSSIONS WERE HELD CONCERNING THE
USE OF PRIVATE CONTRACTORS FOR ROAD MAINTENANCE IN GHANA

Mr A Twumasi-Boakye
Mr CD Antwi
Mr T Annan

Mr K Antwi-Boasiako
Mr R K Abban

Mr E N K Ashong

Mr J Ashley

Ms M Obin-Yeboah

Mr C Afetornu

Mr Boakye

Mr K N Akosah-Koduah
Mr J Miezah

Mr K Amoah
Mr F Digber

Mr K Abbey Sam
Mr J Lamptey

Mr T Fitzpatrick

Mr G Brocke
Mr Duncan

Mr S B K Bonsu
Mr Sakibu

Mr D Adonteng
Mr J Nsiah

Mr N D Brown
Mr A G Amissah

Mr T Yoofl Andrews
Mr A Berkoh

Mr Amoah Mensah
Mr Andrews

Mr J Twumasl-Mensah

Mr R K Tette

Mr J E K Hewton
Mr E Opuku-Mensah
Mr A D Apeah

Mr J Mensah

Mr E Boateng

Mr K Guiau Nseah
Mr Oser-Guinia
Mr B K Arthur

Mr S Ocram

MrF O Gya

Deputy Director (Planning), Department of Feeder Roads (DFR)
Director, DFR

Senior Engmeer, Mamtenance Performance Budgeting System, DFR <—X

Senior Engineer and recent Eastern Regional Engineer, DFR
Head of Trammg, DFR

National Co-ordmator (Labour Based Project), DFR
Regional Engineer, DFR Ashanti Region

Mamtenance Engmeer, DFR Ashant1 Region

Quantity Surveyor, DFR Ashanti Region

Regional Engineer, DFR Central Region

Mamtenance Engineer, DFR Central Region

Assistant Engineer (Maintenance), DFR Central Region

Director, Ghana Road Fund
Engineer, Ghana Road Fund

Chief Director, Ministry of Roads and Transport (MRT)
Director (Monitormg), MRT

Engmeermg Adviser, Delegation of European Commuission in Ghana (EC)

Director, Departraent of Urban Roads (DUR)
Maintenance Engineer, DUR Ashant1 Region

Director (Road Mamntenance), Highways, Ghana Highway Authonty (GHA)
Chuef Executive, GHA

Senmor Engmeer (Planning), GHA

Maintenance Engmeer, GHA Ashanfi Region

Maintenance Engineer, GHA Central Region

District Engineer, Cape Coast District, GHA Central Region

Secretary, Ejisu District Tender Board
Secretary, Agona Tender Board

Deputy Directar, Building and Road Research Institute (BRRI)
Principal Research Officer, Traffic and Transport, BRRI

Charrman, Nkwantabisa Engmeers Ltd and Vice Chauman of Road
Contractors Association (ROCA)

Managing Director, Rotek Limited and Chairman of ROCA

Managing Director, Johaze Limited and Secretary of ROCA

Private contractor and Chairman, Labour Based Contractors Association
Napu Limited

Jo-Mmt Association Limited

Bruku Engmeering Services Limited

B K Nseah Company Limited

Donyma Contract Works

Knatto Complex Limited and Chairman of ROCA, Ashant1 Region
Broadline Engineering

Gya Construction Lmmited
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THE GHANA ROAD FUND
Source Amoah (1998)

BACKGROUND

The Ghana Road Fund has been m operation since 1985 It was established to provide a secure
source of funding for road maintenance and its revenue 1s derived from a fuel levy, bridge road and
ferry tolls and vehicle examination fees Until January 1997, 1t was managed jointly by the Minister
of Finance, the Minister of Roads and Transport and the Controller and Accountant - General
Dafficulties were encountered with 1ts operation the Fund covered less than 35% of the sectors
needs, there was madequate support of for rate increases, there was no suitable financial management
system, the release of funds to agencies was irregular and there was no user participation 1n the 1ts
management The Fund was therefore restructured in January 1997 under the Highway Sector and
Investment Program to remedy these problems, and this has passed through legislation in phases
since July 1997

THE RESTRUCTURED ROAD FUND

The Government of Ghana has agreed to systematically increase the fuel levy from 1ts 1995 level of
US$0 016 to US$0 095 by 2002 The fuel levy contributes about 94% of the total Road Fund
revenue, which was US$47 million in 1996 and 1s projected to mcrease to US$136 million in 2002

Priority for use of the funds 1s stated 1n the legislation, which 1s (1) routme and periodic mamtenance
(2) upgrading and rehabilitation of roads and (3) road safety activities Any development activities
must be paid for out of the government consolidated funds

The management of the Fund 1s by the Road Fund Management Board, which operates through an
executive Secretariat

The Board consists of 5 public sector representatives (Minister of Roads and Transport, Minister of
Finance, Mmister of Mmes and Energy, Minister of Local Government and Rural Development, and
the Accountant General or their representatives) and 8 private sector representatives (Association of
Road Contractors, Ghana Private Road Transport Union, Ghana Private Enterprise Foundation,
Ghana Road Haulage Association, Ghana Institution of Engineers, Ghana National Association of
Farmers and Fishermen and 2 nommees of the Minister of Roads and Transport from outside MRT)

The Board meets bi-monthly and members hold office for a period of three years, but are eligible for
reappointment

The Secretariat employs a Director, an Engineer, and Accountant and 3 support staff From the pomnt
of view of momitoring road maintenance activities, the Engineer plays a key role as a technical
auditor, checking that funds are being spent by the Agencies as set out m their programmes and
confirmed by their approved payment certificates

Routine maintenance funds are released monthly in advance For 1999, release will be made on
current month basis Agencies submit their programmes at the begmning of the financial year and
the funds are then released based on the pro ratad annual amount per month Agencies have to report
back to the Secretarzat on how the money has been utilised

All other activities are paid monthly in arrears Agencies submit therr programmes and once
approved, let contracts as requwred Payment certificates are approved by the agencies who then
submit a schedule of all certificates for payment to the Secretariat Funds are then released and
agencies are required to report back on payments made
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SECTION 7

STATEMENT OF QUALIFICATION
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Appendix 4 - Local DFR contract (pre MPBS)
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