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ABSTRACT

This study focuses on the extent and adjustment to labour shortages 
1n a large, publicly owned, Industrial holding company (INDECO) 
operating 1n an underdeveloped economy—Zambia—whose labour market 
experiences severe shortages of sk illed  »ianpower. In taking an empi­
r ica l approach, we sought to test the a p p licab ility  of the conventional 
labour market adjustment theory 1n the context of an underdeveloped 
economy.

I t  1s suggested that a systematic management of human resources 
through manpower planning can help to reduce the Incidence of e ither  
labour shortages or surplus and thereby minimise the Implied costs of 
either s ituation . We, therefore, sought to find out whether the concept 
of manpower planning has been adopted in INDECO and, i f  so, how 1t 1s 
viewed and practised and the problems which are encountered 1n Its  
Implementation.

Evidence presented in th is  thesis suggests that sk illed  manpower 
shortages, as exemplified by recruitment d if f ic u lt ie s  and high labour 
turnover, are experienced 1n technical, engineering, accounting and 
managerial occupations. S k ill deficiency problems also obtain among 
existing employees, especially those in d irect production occupations. 
The causes of such shortages are h is to rica l, technical and In s titu ­
tio n a l: colonial educational and labour policies; high demand from 
increased manufacturing a c tiv ity  a fte r  independence; Inelastic  supply; 
poor manpower u tiliz a tio n  policies; and, fo r parastatal companies, a 
bureaucratic pay structure.

In addition to reduced effic iency, the shortage of local sk illed  
manpower have forced many companies to depend on expatriates. This is  
costly both in terms of foreign exchange and its  d istortions! effects  
on the economic structure. While many companies favour increased supply 
(tra in in g ) as the main adjustment instrument, the re la tiv e ly  cheaper 
forms of increasing supply (on-the-job and local tra in in g ) are, how­
ever, underrated when compared to foreign tra in ing .

In most companies manpower planning 1s synonymous with train ing and 
development. We a ttrib u te  such a narrow view to the governments in d i-  
genization policy, the lack of appropriate manpower planning s k ills ,  
and that increasing supply may be the most e ffec tive  way of adjusting 
to labour shortages. Implementing comprehensive manpower planning is  
also constrained by the bureaucratic pay structure, government 
intervention, foreign exchange problems, and, the lack of suitable  
manpower data. Given such constraints, we suggest some approaches to 
manpower planning which the INDECO companies could adopt.
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INTRODUCTION

Skilled  labour both 1n terms of Its  quantity and quality  are of 

fundamental importance 1n economic development fo r 1t includes techni­

ca l, entrepreneurial and manual 'know how’ (s k il ls )  which are necessary 

fo r both Individual firms or nations. Despite th is , the neo-classical 

theory has tended to view labour as being no d iffe re n t from other 

tradable commodities whose supply and demand is determined by market 

forces. Moreover, the neo-classical theory assumes that labour in a 

given sub market (occupational category) 1s homogenous and that such 

labour is adequately available in the market at the right price. To 

the extent that the neo-classical theory has fa ile d  to take account of 

empirical problems experienced by firms out of equilibrium, 1t has 

fa ile d  to put forward a coherent body of knowledge which would guide 

firms in adjusting to disequilibrium (Fisher, 1971; Thomas and Deaton, 

1977). Even at the macro (general equilibrium) level the neo-classical 

theory has been found to be wanting in its  theoretical underpinings. 

Thus Kaldor (1972:1247) 1 commented that

in the rarefied world of Walrasian perfection where Markets are continuously in 
equilibria, the question of how the Market responds to 'disequilibrius1 does not 
arise because a ll such 'disequilibrius' are ruled out—all equilibrating adjust" 
lents are assueed to be instantaneous, either because changes are Useless or 
because a ll changes have been perfectly foreseen.

I t  1s perhaps because of the influence of the neo-classical theory 

that, u n til recently, many firms did not see the need for a coherent 

and consistent management and planning of human resources. As such 

they tended to place undue attention on planning and managing physical 

and financial capital resources almost to the to ta l exclusion of

>H. Kaldor, ’ The Irrelevance of Equilibrius Econosics", in Econosic Journal. LXXXII, pp. 1237-
55, quoted in Barry Thosas and David Deaton, Labour Shortages and Econosic Analysis: ft Study of
Occupational Labour Harkets. {Oxford: Basil Blackwell for the Social Science Research Council, 1977), 
p. 12.
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manpower Issues. I t  1s only when firms experience problems 1n meeting 

Increased demand for th e ir  products or having excess labour during 

periods of economic slow down that the Issues of manpower resources 

come to the fore. In the former case, a firm  would suddenly realise  

that 1t could not meet placed orders because labour of a given quality  

(a t the going wage rates) could not be recruited in the local labour 

market. Such a fa ilu re  to meet existing demand could lead to a loss 1n 

p ro fits  or market share—both of which are costly to the firm , both in 

the short- and long- terms. In the la tte r  case, adverse changes 1n the 

external environment may leave a firm  with excess labour and where 

employment protection leg is lation  exists, 1t would not be easy to  

dispose of such labour at w ill and, as a consequence, a firm  would be 

made to bear unnecessary costs. In a nutshell, having e ither excess 

or shortage labour enta ils  real costs to the firm . I t  is fo r th is

reason that manpower planning models suggest that a systematic and 

coherent approach to the management of human resources would help firms 

to foresee some of these problems and enable them to to react 1n good 

time before such problems come to the head.

At the national leve l, 1t 1s suggested 1n the lite ra tu re  that those 

countries with higher lite racy  rates and a more educated labour force 

are more productive and thus enjoy better standards of liv ing  than 

those with low lite racy  rates and a less educated and sk illed  labour 

force (Blaug, 1970). This Implies that i f  the underdeveloped countries 

want to become more productive and developed, they should increase the 

supply of educated and sk illed  labour in th e ir  labour markets. Since 

the production of s k ills  (human capital as i t  has come to be known 

since Becker, 1962) Involves both real and opportunity costs, under­

developed countries find themselves in a policy dilemma (trad e -o ff): to
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Increase expenditure on human capital formation would mean less 1s 

spent on other, equally, Important policy areas which affect the 

welfare of the general population 1n these countries; not to do so 

might mean the persistence of the vicious c irc le  of poverty and, more 

lik e ly , Increased dependence on the more expensive expatriate s k ills .  

I t  1s because many of these countries have fa ile d  to s trike  a 

reasonable balance between these conflicting objectives that we 

continue to observe severe sk illed  manpower shortages 1n some of them.

What 1s true fo r nations 1s also true fo r individual firms: a 

sacrifice  in terms of increased Investment into a firm ’ s human capital 

would reduce current p ro fits  but would, most probably, lead to higher 

productivity and thereby higher p ro fits  in future when the work force 

becomes more e ffec tive . On the other hand, a low investment 1n 

tra in ing  would reduce the current costs but that may be false economy 

fo r a firm  may be unable to recru it the necessary labour in future and, 

as a consequence, p ro f ita b ility  would be reduced.2

I t  1s because of these trad e-o ffs , complexities, constraints, etc. 

which are associated with adjusting to sk illed  manpower shortages that 

the present study concentrates on how a government owned conglomerate, 

the Industria l Development Corporation Limited (INDECO), has adjusted 

to the widespread sk illed  manpower shortages which obtain in the 

Zambian labour market. At issue 1s whether 1t is  possible for INDECO,

2Lester C. Thurow, “Redistributional Aspects of Manpower Training Prograis" in Lloyd Ultan, 
(ed.), Manpower Prograis in the Policy Mix. (Baltimore and London: Johns Hopkins University Press, 
1973), pp. 93-4 argues that both profit-eaxiRising fires and public agencies require individuals with 
huian capital—skills, talents, and knowledge—so as to increase or Maintain their level of output. 
Such huian capital can be obtained in the Marketplace as fires can rent individuals, as they do 
physical capital, with the necessary huwan capital, However, soee types of huwan capital like those 
acquired through on-the-job training or experience cannot be rented froe the labour Market. These 
latter types of huean capital can only efficiently be created by fires as they have Monopoly on 
training capabilities. That is, they May possess the equipeent or environeent in which certain types 
of training can be given.
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under conditions of sk illed  manpower shortages, to achieve Its  ultimate 

objective of creating a dynamic and self-sustaining Industrial sector 

in Zambia. In th is  regard, the study tests the a p p licab ility  and 

adequacy (or Inadequacy) of the conventional labour market theories 1n 

a context of an underdeveloped economy where market forces are said to 

be distorted and thus fa l l  to correctly price the various factors of 

production.

In particu lar the study sought to address Its e lf  to the following  

specific issues:

(a) to find out the extent to which the problems of sk illed  man­

power shortages (recruitment d if f ic u lt ie s  1n the local labour market 

and s k il l  deficiency among existing employees) a ffect INDECO and its  

subsidiary companies;

(b) the causes of any such shortages both from the Internal (man­

power po lic ies, structure of production, techniques used, e tc .)  and 

external (educational and train ing policies, government po lic ies, e tc .)  

perspectives;

(c) to find out the methods the conglomerate and its  subsidiary 

companies have adopted 1n adjusting to such sk illed  manpower shortages. 

In th is  regard, our main interest was to find out whether the concept 

of manpower planning has been adopted both as an adjustment to labour 

shortages and as a tool for a more systematic management of human 

resources (regardless of whether a firm 1s 1n disequilibrium or not), 

how the concept 1s viewed and Implemented, e tc .; and

(d) to find out the role of costs and in s titu tio n a l constraints 1n 

the choice of adjustment instruments and determine whether supply 

adjustment instruments, because they are usually permanent and less 

costly when compared to demand adjustment Instruments like  Increased
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wages, are preferred.

In tackling the above Issues the thesis 1s organised as follows: 

chapter I  traces the h istorica l background of INDECO and in so doing 

demonstrates the role of the state 1n Its  formation and subsequent 

growth. I ts  Importance 1n the national economy 1n general and 1n the 

industrial policy (manufacturing sector) 1n particu lar is c r it ic a lly  

analysed. We show that Its  operations have been adversely affected by 

a host of factors like  dependence on foreign Inputs, capital goods and 

expatriate managerial s k ills ;  choice of unsuitable techniques; and a 

production structure which 1s dominated by consumer and intermediate 

goods. We present evidence which suggests that th is  has been necessi­

tated by the type of import-substitution industria liza tion  policy  

hastily  chosen in the wake of the Unilateral Declaration of Indepe­

ndence in Rhodesia (UDI) in 1965. The high world copper prices (huge 

foreign exchange reserves) at the time also made 1t seem cheaper to  

import a l l  the necessary capital goods and inputs. However, following  

a sustained fa l l  in world copper prices, foreign exchange has become 

scarce and as a consequence many INDECO subsidiary companies are expe­

riencing slack capacity problems. We also demonstrate the problems of 

government intervation on effic iency and p ro fita b i11ty of INDECO.

In chapter I I  we set out the theoretical background and review the 

lite ra tu re  on adjustment to labour shortages and manpower planning. We 

present and discuss the defin itions of the concepts of s k ill  and labour 

shortages. The choice of adjustment Instruments and the importance of 

manpower planning are discussed. In particu lar, we look at the cost- 

minimizing model suggested by Thomas and Deaton (1977) and show why i t  

has lim ited a p p lica b ility  both in developed and underdeveloped 

countries. Empirical evidence on adjustment to labour shortages
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presented 1n th is  chapter show that firms would usually prefer supply 

adjustment mechanisms for they are both cheaper and permanent while the 

demand ones are expensive and usually temporary.

Chapters I I I  and IV respectively, review the Zambian economy and 

the labour market. In these chapters we put into context some of the 

problems affecting INDECO discussed in chapter I .  In chapter I I I  we 

examine the impact of fluctuating and fa llin g  export earnings on 

economic growth and the uncertainty i t  creates 1n the economy. Like 1n 

chapter I  (with regard to the industria lization  strategy), we also 

examine evidence which suggests that the neglect of local agricultural 

production has made i t  almost impossible to insulate the domestic 

economy from some of the adverse effects originating from the external 

sector. In chapter IV we demonstrate the extent of sk illed  manpower 

shortages in the local labour market, the causes and the effects  on the 

economic structure and foreign exchange costs (occasioned by the high 

dependence on expatriates). The implications of the rapid increase in 

nominal wages (especially for the less sk illed  labour) and a f a l l  in 

real earnings of the high-level manpower (when compared to that of the 

less sk illed  labour groups) 1s considered and its  impact on employment 

creation and s k il l  formation assessed.

Chapter V is on the research methods used and describes the design, 

scope and administration of the survey which was used to collect data 

on which most of th is  thesis 1s based. I t  thus acts as a point of 

departure from background analysis of chapters I  to IV.

We present our empirical findings and analyses from chapter VI to 

chapter V I I I .  In chapter VI we discuss the incidence of labour 

shortages and Impact of sk illed  manpower shortages 1n the local labour 

market on recruitment d if f ic u lt ie s  in certain high level occupational
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categories lik e  engineering, technical, accounting and managerial 

occupations; the use of less qualified  or Inexperienced personnel; the 

educational, age, and length-of-service distributions which are mostly 

skewed to  the le f t  and the problems of labour turnover. Evidence 

considered 1n th is  chapter suggests that the main cause of labour 

shortages is the persistent increase 1n the demand fo r sk illed  labour, 

ine lastic  supply, choice of s k ill  Intensive techniques, and a 

bureaucratic and centra lly  determined pay structure (which tends to be 

In fle x ib le ) and poor manpower u tiliz a tio n  po lic ies. We show that the 

main e ffec t of sk illed  labour in the local labour market has been to  

increase dependence on expatriates and that given poor s k il l  deficiency 

among d irect production workers, misuse of machinery and Inputs e ither  

result in loss of physical output ( i f  not its  qu ality ) or both.

However, the loss in output and Its  quality 1s mainly attributed to the 

problems of foreign exchange a v a ila b ility  and not necessarily to labour 

shortages.

In chapter V II we present the supply and adjustment instruments 

employed by the various INDECO companies. We show that supply 

adjustment mechanisms are used more often than demand ones. However, 

th e ir  success 1n dealing with labour shortages are constrained by the 

ZIMCO pay structure which does not allow individual subsidiary

companies to adjust th e ir  pay so as to adapt to changes in

circumstances. In addition, we show that because of the government’s 

egalitarian  po lic ies, INDECO companies on average tend, 1n re la tive

terms, to pay to the less sk illed  more than they do to the highly 

sk illed  labour categories. With regard to whether cost is the major 

determinant in choosing a set of adjustment po lic ies, we present 

evidence which shows that th is  is not the case. For example, the
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cheapest type of tra in in g—on-the-job tra in ing— 1s underrated when 

compared to formal external tra in ing . Within formal tra in in g , the 

re la tiv e ly  cheaper local train ing is  also underrated when compared to 

foreign tra in in g . While foreign technical tra in ing  may be preferred 

because the technologies used are imported, other types of foreign 

tra in ing  which do not re la te  d ire c tly  to the technology 1n question are 

also highly rated when compared to the equivalent local ones. Social 

and in s titu tio n a l values are, therefore, very important 1n the choice 

of adjustment Instruments regardless of the costs involved.

We take up the demand and supply adjustment 1n chapter V I I I  but 

th is  time we concentrate on manpower planning processes both at the 

enterprise and subsidiary levels. We show that at both levels, 

manpower planning is viewed to be synonymous with train ing and we 

attrib u te  th is  view to effects  of the government’ s 1nd1gen1zation 

policy which encourages firms to increase tra in ing  of local personnel; 

the bureaucratic ZIHCO pay structure which forces many firms to rely on 

quantity adjustments; and the lack of manpower planning s k ills  in many 

of the companies v is ited . However, we show that there has been a 

realization  recently to improve manpower u t iliz a t io n  and for th is  

reason, job evaluation and performance appraisal practices are 

increasingly becoming common in many subsidiary companies. The lack of 

a detailed and accurate manpower system is recognised to be one of the 

major Impediment to implementing manpower planning 1n the INDECO Group 

and for th is  reason we suggest that even i f  manpower planning 

specialists were 1n ample supply, th e ir  task would be made very 

d if f ic u lt  by the lack of the necessary data.

Chapter IX considers the possible approaches to manpower planning 

in INDECO and reviews the existing models to determine how these could
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be adapted to su it the needs of INDECO. The chapter stresses the 

Importance of reasonable quality  manpower data and therefore suggests 

some ways of Improving the manpower Information system. We also 

suggest a general framework fo r manpower planning which could be 

adapted by INDECO companies. The chapter also addresses the question 

of reforming the ZIMCO pay structure and debates the Implications of a 

decentralized pay structure 1n a labour market which 1s said to be 

Imperfect and where real wages have been fa llin g  fo r a long time. We 

cast doubt on the likelihood of the government approving such a reform 

which, 1n e ffe c t, w ill reduce its  power in the a ffa irs  of ZIMCO and its  

subsidiaries. While we recognise the need fo r reforming the pay 

structure, we are also conscious of the fact that wage adjustments, on 

th e ir  own, would not be enough (ju s t like  train ing  on its  own) to deal 

with the problems of labour shortages.

Chapter X provides a summary and conclusion of the thesis.



CHAPTER I

INDECO: HISTORICAL BACKGROUND, IMPORTANCE IN THE 

INDUSTRIALIZATION STRATEGY AND PERFORMANCE

1.0 INTRODUCTION

In th is  chapter we analyse the h istorical background of INDECO and 

demonstrate Its  importance 1n the In dustria lization  strategy and 

economic growth of Zambia. Being a state-owned enterprise (SOE) and an 

Instrument of government industrial policy we also discuss the Impli­

cations of these on operational effic iency.

Government partic ipation 1n business e ither alone or through jo in t  

ventures with private firms has been one area of constant debate 1n the 

l ite ra tu re . The debate centres on whether the state can be an e ffic ie n t  

entrepreneur fo r Its  soda! and egalitarian  objectives lead to wasteful 

use of resources— at least, from the perspective of the neo-classical 

school of thought which stresses the efficiency of competitive markets. 

The main argument of the neo-classical theory 1s that governments 

should concentrate on trad itio n a l functions of maintaining law and 

order and other s tab ilis in g  functions ( lik e  monetary and fisca l 

policies) which are necessary for a smooth conduct of business. Rarely 

1s consideration given to the economies of the underdeveloped countries 

where the en tire  private sector may be foreign owned and where inequi­

table income distributions ex is t. I f  such governments choose not to  

partic ipate d irec tly  1n economic a c tiv it ie s , then only certain sections 

of the society (those already b e tte r-o ff) would benefit. In global 

terms, the fact that private firms which dominate in the private
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sectors o f underdeveloped countries originate from the more developed 

Industria lized countries would, 1n I ts e lf ,  further Increase Income Ine­

quality  between the rich and poor countries. Market forces, le f t  to  

th e ir  own devices, would not correct th is  Imbalance and hence the need 

for government partic ipation . For these reasons Glade (1969)1 had the 

following to say about state participation 1n Latin America:

state participation decisions have had at their core one essential ratio­
nale...Every one of these cases has reflected on a dissatisfaction with the 
decisions that autoiatically result fro i the free play of Market forces, and 
everyone of thei docuients an instance in which the social decision was taken to 
abridge or suspend the aarket iechanisi by organizing resources through the Major 
public institution that stands aost independently above the Market: the State.
( Italics aine)

In the case of Zambia, we 11st below some of the reasons which contri­

buted to the government’s decision to partic ipate d irec tly  1n economic 

a c tiv it ie s . Even in developed economies the Issue of national in terest 

is usually used to prevent foreign governments or Institu tions from 

owning strategic companies. For example, when 1t was revealed in 1988 

that the Kuwait Investment Office in London owned about 20 percent 

stake in B ritish  Petroleum, a controversy ensued—despite the B ritish  

government’ s market oriented economic policies— and 1t was only 

resolved a fte r  the former agreed to se ll o ff part of Its  shareholding.

I f  a government decides to assume an economic ro le , its  functions 

may be broken into two main broad categories (Trebat p 10):

(a) the state as a regulator of economic a c tiv ity  through 

monetary, f is c a l, trade, exchange controls and other policies which 

allocate and d istribu te  resources and s tab ilise  the economy

(b) the state as a d irect participant in economic a c tiv ity  by

iH illiaa P. Glade, The Latin ftaerican Economies: ft Study of their Institutional Develooaent. 
(New York: Aaerican Book, 1969, p. 409, quoted by Thoaas J. Trebat, Brazil’s State Owned Enterprises: 
ft Case Study of the State as an Entrepreneur (Caabridge: Caabridge University Press, 1983), p. 2. I t  
is however argued that the existence of aixed-econoay and state capitalisa runs contrary to both the 
liberal neo-classical theory and Marxist conception of the role of the state.
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owing enterprises.

Since state-owned (parastatal) enterprises are formed to further 

government policy in th e ir  areas of operation, 1t is plausible to argue 

that when a government participates 1n economic a c tiv it ie s  1t w ill 

modify Its  regulatory policies to promote and strengthen the parastatal 

sector.2 I t  1s 1n th is  process of trying to achieve both equity and 

commercial objectives (through monopolistic companies), coupled with 

manpower and s k il l  problems (1 n the case of underdeveloped countries) 

that the wasteful use of resources obtain (Shirley, 1983).

This chapter is organized as follows: in section 1.1 we present

the h isto rica l background of INDECO, its  objectives and its  role 1n 

determining the nature of the in dustria lization  policy; in section 1.2 

we look at 1t performance and discuss some of its  operational problems.

1.1 THE HISTORY AND OBJECTIVES

What becomes obvious in discussing the history of INDECO is that

from its  outset 1t has been a government-owned enterprise with a

specific objective of executing government industrial po licy .3 Later 

on we show why the government social objectives are inherently inco­

mpatible with the commercial objectives which INDECO 1s expected to 

achieve as w ell.

2There are two types of parastatal bodies in Zaabia: (a) statutory boards or corporations set up 
by acts of parliaaent and wholly-owned by the governaent. These are usually autonoaous and outside 
governaent Ministries. Their aain function is to provide services, especially in agriculture and tra­
nsport sectors. The National Agricultural Marketing Board (NAHBOARD) is a good exaaple; (b) liaited 
lia b ility  state-controlled coapanies incorporated under the Coapanies Act. The INDECO Group falls 
under this category.

3For a l is t  of INDECO subsidiary coapanies, their location in Zaabia and equity structure, see 
appendix I.



The Northern Rhodesia Industrial Development Corporation Limited 

was incorporated in 1960 as a public company and owned by the then 

Northern Rhodesia Government. I t  assumed and extended the functions of 

the former Northern Rhodesia Industrial Loans Board, which was formed 

in 1952. At the time the reasons for forming INDECO were twofold: to 

appease some European settle rs  who f e l t  that th e ir  te rr ito ry  was 

lagging behind Southern Rhodesia in industrial development; and that 

increased industrial a c tiv it ie s  would make i t  less lik e ly  for the 

B ritish  government to grant the te rr ito ry  independence (Martin, 1972).

INDECO then was largely a finance company whose main objectives4 

were to a ttrac t foreign investors to the te rr ito ry ; help the existing  

ones with extra finance and advise the government on industrial 

matters. I t  was not a policy for INDECO to take permanent majority 

interests in those firms i t  helped found (Martin, 1972:60). In May 

1963, the Corporation was reorganized and transferred to private owner­

ship, with the government retaining minority voting shares. However, 

in August 1964, with only two months to independence, INDECO reverted 

to government ownership. In 1965 the new government bought out a ll the 

remaining private shareholders (Turok, 1979:73) to make INDECO a fu lly  

state-owned enterprise.

The role and status of INDECO greatly changed a fte r  independence 

as i t  became the main instrument for government industrial policy. 

Through i t  the government channelled funds to industry by providing 

loans, share capital and provision of factory buildings and other 

in frastructure. Although INDECO sought to spur industrial development 

by making fe a s ib il ity  studies and going into jo in t ventures with

4The historical analysis here draws fro« Johns (1971), Martin (1972), Enterprise Magazine, 
(Third Quarter, 1972) and INDECO Annual Reports (1969-71).
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foreign partners, i t  was not government policy up to 1968 to manage nor 

control industry (Martin, 1972; Johns, 1971). INDECO1s d irect p arti­

cipation 1n Industry was made necessary by two factors: the effects  of 

the common market policy of the Federation of Rhodesia and Nyasaland 

(1953-63) and the Unilateral Declaration of Independence in Rhodesia 1n 

November 1965.

Due to the Federation’s common market policy Zambia had no basic 

industries 1n 1964 necessary fo r economic development. Under th is  

policy many Important manufacturing Industries were located in 

Southern Rhodesia which had a large market, better services and In fra ­

structure, nearer to the ports, close to the centre of the Federal 

government and a "white man’ s haven" (Martin, 1972:55). By contrast, 

Northern Rhodesia was mainly a market and the only industries located 

there were those producing low value but bulky goods which needed to be 

manufactured nearer to the market; for example, m aize-milling, sugar- 

refin ing, brewing, cement, building materials, etc. As a consequence 

the manufacturing industries 1n Zambia had no outside markets, not even 

1n the former federal partners.

Until UDI, Rhodesia and South Africa were, respectively, the 

major suppliers of manufactured goods and trading routes to the sea for 

Zambia. With the economic sanctions which followed UDI and the 

consequent closure of the southern border, Zambia embarked on a hasty, 

inward-looking, 1mport-substitut1on in d u s tria liza tio n .5 The govern­

ment, through INDECO established an a lternative route through Tanzania:

sfietween 1965 and 1968 INDECO, in partnership with foreign f in s , initiated the following pro­
jects in which its  stake ranged froa 2 to 100 per cent: Nitrogen Chemicals (ammonium nitrate for fer­
tilizers and explosives), Kafironda (explosives), Kafue Textiles (integrated cotton- textiles m ill), 
Zambia Sugar Company, Dunlop (tyres and tubes), Zambia Clay Industries (clay pipes and bricks), Metal 
fabricators of Zambia (copper fabrication), and Kabwe Industrial Fabrics (grain bags and hessian 
manufacture). Adapted from "Expanding for Progress: Change and Growth in the Role of Indeco", 
Enterprise: The Indeco Journal, f irs t quarter, 1969, p. 3.
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an o il pipeline was b u ilt  between Tanzania and Zambia and INDECO owned 

66.7 per cent of the Tazama Pipelines Limited; a road haulage company, 

Zamb1a-Tanzan1a Road Services Limited, (INDECO stake, 35 per cent) was 

also formed. Both companies were operational by 1968. INDECO’ s 

a c tiv it ie s  also extended to hotels, manufacturing, wholesale trading 

and growing of tobacco.

Thus up to 1968 INDECO only participated d ire c tly  1n strategic  

projects lik e  the o il pipeline and projects which influence prices by 

Increasing competition:6 1t established the Zambia Steel and Building 

Supplies (ZSBS) and the National Wholesale Corporation Limited to  

compete with private companies in the wholesale of building materials 

and consumer goods, respectively.

The Mulungushi reforms of 1968 further increased the a c tiv itie s  of 

INDECO and thereby its  importance in the national economy. The presi­

dent asked, h itherto , private owned companies to o ffe r at least 51 per 

cent of th e ir  shares fo r purchase by the state. INDECO negotiated the 

acquisition of these shares which 1t came to hold on behalf of the 

state. The change in the government’ s libera l a ttitude  towards the 

foreign-owned private sector may have been necessitated by the fo llo ­

wing factors:

(a) 1t became increasingly apparent that a foreign-owned and 

oriented industrial sector was not in the national In terest. For 

example, in the wake of UDI, foreign-owned companies were not keen to  

increase local production; neither were they interested in investing 1n 

strategic projects like  the construction of the o il pipeline—th e ir  

main in terest were in those projects with quick and high p ro fit

‘ For a discussion of hoH soie private coipanies colluded to keep prices high, see Enterprise, 
ibid., p. 4.
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margins and 1n exploiting the supply problems created by the UDI.7

(b) Foreign-owned companies tended to use more capital-intensive  

techniques which, given Zambia’s factor endowments, were not suitable. 

Given the chronic shortage of indigenous sk illed  manpower, such techni­

ques could not be exploited by using local labour. Neither could 

employment opportunities for the abundant unskilled labour be increased 

as such techniques are labour-saving.

(c) Foreign investors were reluctant to reinvest th e ir  p ro fits  for 

future expansion but instead re lied  on bank finance. However, th is  had 

a negative impact on the balance of payments as In terest payments to  

foreign creditors, repatriation of p ro fits  and dividends abroad and the 

payments of expatriates’ salaries proved to be a major drain on foreign 

exchange reserves (see chapter IV ).

(d) I t  was In i t ia l ly  expected that private- and foreign- owned 

firms would tra in  more Zambians to take over from expatriates. This 

however turned out not to be the case. I t  was also expected that such 

firms would adopt vertica l integration policies to further productive 

linkages 1n the economy but th is , again, was never to be the case. I t  

may have, however, been naive on the part of the Zambian authorities to 

expect international companies to take up the in it ia t iv e  for national 

development— unless i t  helped further th e ir  own commercial interests.

(e) For a newly p o lit ic a lly  Independent country, there was l i t t l e  

national pride in having a foreign (priva te ly ) owned industrial sector.

According to Martin (1972:65) Many British owned coapanies refused to cooperate Kith the 
governiient during the UDI crisis. This, lore than anything else, demonstrated the vulnerability of 
relying on foreign capital. I t  were Italian, and not British, coipanies which set joint ventures with 
INDECO to construct the Tanzania-Zaibia o il pipeline and road haulage conpanies, respectively.
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1.1.1 INDECO’S Ob.iectives and Nature of Industria l Policy

As an instrument of government Industrial policy and at the fore­

front of Industrial development, INDECO was expected to pursue the 

following objectives:

(1) within the lim its  of government policy and national in terest 

to generate enough p ro fits  fo r future expansion and new investment;

(1 i ) to in s titu te  a comprehensive tra in ing  programme so as to 

e ffec t rapid Zambianization of the workforce, thereby transferring the 

running of the economy Into Zambian hands;

(111) to promote a s e lf -re lia n t import-substitution In d u s tria li­

zation which was to be both inward and outward looking so as to diver­

s ify  the economy away from reliance on copper mining and exporting;

(1v) to make Zambia’ s industrial development balanced and s e lf -  

sustaining by exploiting local resources in the production process, and 

thus create more employment opportunities, both in the urban and rural 

areas, and thereby integrate the economy. A balanced investment policy 

of investing both 1n the rural and urban areas (to  check rural-urban 

migration) was envisaged; and

(v) to strengthen the role of the public sector 1n the national 

economy by improving the sector’s overall economic performance.

As we show below and in the chapters which follow , INDECO has not

been able to achieve many of the above objectives—especially with

regard to genuine import substitution, increased use of local raw

materials and Intermediate goods, Investment in the rural areas and 

Increased p ro f ita b ility .

Since 1968/69 INDECO has occasionally undergone reorganization. 

In 1970 INDECO’ s mining a c tiv it ie s  were transferred to a newly created 

parastatal organization, Mining Development Corporation (MINDECO); its
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financial a c tiv it ie s  transferred to the new Financial Development 

Corporation (FINDECO) and hotel interests to the National Hotels Corpo­

ration. A super parastatal holding company—to oversee a ll  other para­

stata l enterprises—was created: the giant, Zambia Industrial and

Mining Corporation (ZIMCO).

Up to 1974 INDECO operated through a system of sub-holding 

companies which were wholly owned by INDECO Limited: Indeco Breweries 

Limited (four companies); Indeco Industrial Holdings Limited (six  

companies), Indeco Chemicals Limited (ten Including four petroleum 

companies), Indeco Real Estate Limited (three companies), Indeco 

Trading (seven companies) and Rucom Holdings Limited (seven m illing  and 

rural based companies), Steelbuild Holdings Limited (nine companies).

In another reorganisation 1n April 1974, the president 1n his 

capacity as the chairman of ZIMCO, moved o il companies out of INDECO to 

the newly-created Energy Corporation; the companies under INDECO 

Trading were a l l  moved to the National Import and Export Corporation 

(NIEC). The Lakes Fisheries was also moved out of INDECO. This last 

reorganization narrowed INDECO’s a c tiv itie s  to the manufacturing and 

real estate sectors. The need to cut on overhead costs and minimise 

duplication of such functions as personnel services, marketing, pur­

chasing and accounting operations (Bank of Zambia, 1976:32) forced 

INDECO to phase out the sub-group holding companies 1n 1975 and hold 

shares d ire c tly  through operating divisions.

In the 1979 reorganization, the divisions were abolished and the 

Influence of cabinet ministers on the board of directors and chairmen 

of INDECO (and other ZIMCO subsidiary) companies along with the d irect 

day-to-day control from ZIMCO were reduced—they were replaced by 

executive directors. ZIMCO was to influence INDECO in d irectly  through
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policy guidelines, review of operations, etc. (World Bank, 1984:57). 

INDECO was to supervise and monitor Its  subsidiary companies through a 

system of corporate planning, annual budgeting and quarterly monitoring 

of performance. This gave managers of the subsidiary companies some 

autonomy 1n running th e ir  businesses. They were accountable to INDECO 

through quarterly board meetings chaired by an INDECO director.

While the foregoing sets out the chronological history of INDECO, 

i t  says very l i t t l e  about the nature of the Industria l policy. Before 

we analyse the performance of INDECO we, b r ie f, discuss the Industrial 

policy. The s ta te ’s main objecting in acquiring majority shareholding 

(51 per cent) 1n some private companies and then vest them Into INDECO 

was to achieve ’ commanding heights’ of the economy by transferring  

economic power Into Zambian hands. The vesting of p a rtia lly  natio­

nalised companies Into INDECO was also a recognition by the government 

of the lack of indigenous ’ know-how’ and the need to re ly  on existing  

structures (INDECO) to mobilise the necessary leverage 1n industrial 

development (Chlleshe, 1986). Chlleshe also argues that buying up of 

foreign commercial in terests, in i ts e lf ,  does not amount to effective  

indlgenizatlon for 1t only represents a change 1n ownership of the same 

capital stock. Moreover, the compensation paid to the foreign owners 

of the nationalized industries represent an outflow of resources from 

the country and th is  tended to worsen the balance of payments 

situation.

The p o lit ic a l pronouncements at the time show that the transfer of 

economic power into Zambian hands did not extend to the private  

citizens but to the state. There was a lim it to which private  

individual c itizens were allowed to operate and above which th e ir  

businesses would be nationalized. President Kaunda thus declared at 

Mulungushi in April 1968:
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I shall be the f irs t to congratulate and admire a [Zaibian] businessman who mana- 
ged to create a very large enterprise. I t  shoes in itiative and ability. But... 
ehen they get very big then they must coee and work for the state, for the benefit 
of Zambia as a whole. I  do not eant to create capitalise here.

In stark contrast to the 1968 economic reforms, the post-1968

Industrial policies created monopolies as 1t was thought that the

Zambian market was too small to support many producers. The president

made th is  clear 1n November, 1970:

In our industrial developient we have also no choice but to aake use of mono- 
polies. By m id  standards our aarket for industrial products is extreeely seall.
In relation to soae products i t  siaply cannot sustain aore than one factory. I f  
we tried to establish aore than one, this would result in operations below capa­
city and thus even aore expensive products while the nation w ill have paid aore 
than necessary in foreign exchange for aachinery. Concern over eonopolies is 
therefore eisplaced and ee are in danger of adopting attitudes that are not rele­
vant to Zaabia.6

In a nutshell industria liza tion  has suffered from an adoption of 

Inconsistent and contradictory po lic ies. Conceptually, 1t is plau­

sib le  to argue th a t, i f  the In dustria lization  objectives specified 1n 

the three previous development plans were actually  implemented the 

character and the structure of the Zambian economy could have been 

greatly transformed.9 In the actual implementation of the industria­

liza tio n  po lic ies , a case can be made that there was a noticeable

®Kaunda, "Speech to the National Independence Party National Council," Nulungushi Hall, Lusaka,
7-10 Noveiber, 1970, p. 22.

9The Second National Developient Plan (pp. 93-4) specifically refers to the substitution of 
iiported consuier goods which, at K149 lil l io n  in 1969 accounted for about half of the value of total 
ieports. Minimising the importation of foodstuffs was another major objective for the industriali­
zation strategy, thence "the substitution of processed food imports is, therefore, one of the major 
objectives of the manufacturing sector in SNDP." The problems of being a land-locked country were 
recognised, for the SNDP observed that "with the land-locked position of the country and with conse­
quent high transport costs, i t  seems obvious that priority must be given to the development of those 
branches of industry which can find their essential raw materials from local sources, that is from 
agriculture or mining. The further processing of local raw materials provides a powerful stimulus to 
the growth of the primary sectors, and in the case of agriculture, significantly contribute to rural 
development." In the real world, i t  is rare that the intentions coincide, exactly, with the outcome. 
The fragmented nature of Zambian industry along with its  dependence on the external sector and its 
concomitant effects on capacity utilization and efficiency are a glaring demonstration of the funda­
mental weaknesses of the type of import-substitution industrialization adopted in Zambia.
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fa ilu re  to e x p lic it ly  define the position of the fo llow ing:10

(a) how much emphasis to place on 1mport-subst1tut1on and exports: 

Industrial policy 1n Zambia placed too much emphasis on Import- 

substltution at the expense of exports. The hasty Import-substituting  

In dustria liza tion  Implemented 1n the wake of UDI set as Its  main obje­

ctive meeting the Increased local demand for consumer goods. The huge 

foreign exchange reserves generated by high world copper prices were 

used to import capital goods, often cap ita l-in tensive , raw and In te r­

mediate materials and expatriate personnel. Zambia, in e ffe c t, became 

a net Importer of both manufactured goods on the one hand and raw 

m aterials, intermediate and capital goods, etc. on the other.

When foreign exchange problems la te r arose from lower world copper 

prices i t  increasingly became d i f f ic u lt  to import the required inputs 

and, as a consequence, problems of capacity underutilization obtained. 

For example, with 1969 as the base year, the Index fo r to ta l manufactu­

ring production fe l l  from 141.1 in 1974 to 136.5 1n 1975 (the year 

copper prices fe l l  s ig n ific a n tly ), 129.6 in 1976, and to 111.2 by 1984. 

We discuss th is  problem further below in the context of INDECO.

While the ultimate objective of the Industrial policy was to save 

on foreign exchange by substituting for imports and, where possible, to  

Increase exports the actual production turned out to have a high 

Import-content (see section 1.2 below). For th is  reason, the World 

Bank has argued that saving foreign exchange has not, generally, been 

possible. The World Bank (1984:66-68) also maintains that in the 

past, Investment decisions were made with l i t t l e  regard to the 

potential competitiveness of a c tiv it ie s  in terms of international

1°Ravi Gulhati and Uda Sekhar, Industrial Strategy for Late Starters: the Experience of Kenya. 
Tanzania and Zaebia. World Bank Staff Working Paper Ho. 457, (Washington: World Bank, Hay 1981) pp. 
6-7.
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prices and the effic iency 1n u tilis in g  domestic resources, especially  

labour re la tiv e  to capital and raw materials re la tive  to Imported 

Inputs. Their study shows that high domestic resource costs (DRCs) are 

associated with higher c a p ita l- and Import- content In tensity. For 

example, th e ir  regression analysis for parastatal companies (mainly 

INDECO subsidiaries) Indicate that a one per cent Increase in c a p ita l- 

labour ra tio  is associated with an Increase of 0.2 per cent 1n DRC; and 

a one per cent rise 1n Import-content is associated with a rise of 0.5  

per cent in DRC. The World Bank also found that Zambia’ s heavy 

dependence on Imported inputs and the high protection Industry is  

afforded, though a ttra c tive  to some investors, has however been heavily 

biased against exports.

(b) the extent to which industrial production was to cater for 

basic needs fo r the majority of the population instead of only 

responding to the e ffec tive  demand of the minority 1n the modern 

sector: the structure of industrial output 1n Zambia is such that 

luxury goods like  tobacco and beverages have increased th e ir  share 

s ig n ifican tly  in to ta l manufacturing output than intermediate goods, 

basic foodstuffs, te x tile s  and apparel manufacturing. I f  we adopt 

Bhagavan’ s (1978) defin itions of mass basic goods to include processed 

foodstuffs, te x tile s  and wearing apparel; luxury goods to include 

beverages and tobacco; and intermediate goods to mean the rest of other 

manufacturing outputs and construction, table 1.1 shows that the share 

of beverages and tobacco 1n the to ta l manufacturing output, a t 1970 

constant prices, increased from 18 per cent in 1964 to 42 per cent in 

1984. Over the same period, the share of basic metals f e l l  from 12.8 

per cent 1n 1964 to 0.5 per cent 1n 1984—which is tantamount to a run­

down of basic industries to the extent that they are now almost non
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existent in Zambia. The share of food manufacturing fe l l  from 15.0 

per cent to 8.8 per cent, and that of te x tile s  and wearing apparel 

increased from 8.1 to 17.5 per cent, respectively.

(c) how much emphasis to place on the productive sector, that is ,

Table 1.1 Sectoral shares in Total Manufacturing for some Selected Years. 1964-1984.
(in Millions of kwacha at constant 1970 prices)

1964* 1970 1975* 1980* 1984*
K t K % K * K X K X

Total Hanufacturing0 61.9 100.0 127.5 100.0 165.4 100.0 162.9 100.0 178.7 100.0
Food 9.3 15.0 17.5 13.7 12.9 8.0 13.6 8.3 15.8 8.8
Beverages and tobacco 11.1 17.9 51.6 40.5 65.4 39.5 66.8 41.0 75.0 42.0
Textiles & wearing apparel 5.0 8.1 10.7 8.4 14.4 8.7 28.1 17.2 31.3 17.5
Hood & wood products incl. furniture 3.5 5.7 5.0 3.9 7.8 4.7 4.6 2.8 2.8 1.6
Paper, printing & publishing 
Rubber, chemicals, petroleum,

2.5 4.0 4.6 3.6 4.2 2.5 4.0 2.5 3.4 1.9

& plastic products 4.4 7.1 9.5 7.5 24.2 14.6 18.0 11.0 15.5 8.7
Non-ietallic products 9.5 15.3 10.6 8.3 8.2 5.0 8.6 5.3 9.5 5.3
Basic metals products 7.9 12.8 2.5 2.0 2.3 1.4 1.4 0.8 0.93 0.5
Fabricated aetal products 5.6 9.0 15.2 11.9 25.3 15.3 17.4 10.7 19.5 10.9
Other Manufacturing 0.15 0.2 0,3 0.2 0.7 0.4 0.4 0.2 0.29 0.16

Notes: *1964 figures are at factor cost
*Likely to undergo revision 
cDoes not add up to 100.0 per cent due to rounding.

Source: Republic of Zambia, Central Statistical Office, Monthly Digest of Statistics, various
issues.

steel and other capital-goods producer industries which are essential 

for se lf reliance and a source of external economies: the Zambian

experience has been to gradually run-down basic metals industries ever 

since independence (table 1 .1);

(d) emphasis on the spatial d istribution of industries and the

promotion of small-scale industries: industries have concentrated on
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the Copperbelt and large urban centres along th e - lin e -o f-ra i1 (see 

figure A1.1 1n appendix I  on the location of INDECO companies). The 

objective of setting industries in the rural areas is , perhaps, one 

which has least been successful. Other than a few maize m illing  plants 

by INDECO M illin g  Limited, at Mongu, Kaoma, Kabompo, etc; Rucom 

industries’ bakeries at Chipata, Mongu, Kasama, e tc .; Mwinilunga 

pineapples cannery; and Mansa batteries factory in Luapula Province, 

the previous three development plans have l i t t l e  else to show for rural 

industries. What is more, over the FNDP and SNDP periods, the 

investments which were located in the rural areas like  the Zambia clay 

industries’ brickworks at Nega-Nega and Kalulushi “were either too 

capital intensive given Zambia’ s surplus unskilled labour or heavily 

dependent on imported materials and Intermediate goods, like  the 

Mwinilunga cannery, to make envisaged integration of various domestic 

productive sectors possible" (Republic of Zambia, 1979).

And since the imported technologies are associated with the modern 

sector, i t  is therefore not surprising that INDECO’ s objective of a 

balanced investment policy has turned out to favour the urban areas. 

The few times attempts have been made to locate such projects in the 

rural areas (Mansa Batteries, Luangwa Industries and to some extent 

Livingstone Motor Assemblers and Kapiri Glass Products) have only 

succeeded in increasing the operating costs and making the v ia b ility  of 

such companies questionable. The location of industries in the urban 

areas increased both rural-urban migration and the rate of urbani­

zation.

(e) the roles of ( i )  the parastatal sector, ( i i )  the private 

(lo ca l) sector, and ( i i i )  foreign capital in investment and production: 

from 1968 the role of the parastatal sector (in  partnership with
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foreign firms) has been paramount—the basis of the operations of 

INDECO;

( f )  whether to rely on administrative controls and licensing in 

encouraging and regulating industry or to rely on price Instruments 

like  taxes and ta r i f fs :  there has been considerable confusion here as 

leg is lation like  the Industria l Development Act of 1976 and Its  

successor, the 1986 Investment Act have proved unsuitable to Zambian 

conditions and d i f f ic u lt  to administer.

1.2 PERFORMANCE AND OPERATIONAL PROBLEMS

We have demonstrated the importance and role of INDECO in Zambia’ s 

industria liza tion  in the preceding section. In the early 1970s INDECO 

accounted for about half of the manufacturing GDP and th is  proportion 

rose to about three-quarters by 1980 (World Bank, 1977 and 1984; Bank 

of Zambia, 1980). For example, table 1.2 demonstrates that with real 

manufacturing GDP at K177.6 m illion in 1974 about K100 m illion of that 

originated from INDECO manufacturing companies. With regard to employ­

ment, table 1.2 demonstrates that INDECO accounts for about half of 

to ta l manufacturing employment; i t  is the th ird  largest employer a fte r  

the government and ZCCM.

The dominance of INDECO in the manufacturing sector does not, how­

ever, extend to basic metals (capital goods), but is instead confined 

to consumer and intermediate goods. Table A1.1 in appendix I  demonst­

rates the impact of the industria lization  strategy on INDECO’ s output 

structure:

-  a high proportion of INDECO’s production is concentrated in 

foodstuffs and other consumer goods—maize meal, refined sugar, beer,
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dry batteries, te x tile s , soaps, etc;

-  intermediate goods for the construction and mining sectors— 

timber, cement, window and door frames, explosives, industrial gases, 

crushed stones, copper rods and cables, etc;

-  lig h t engineering products— buses, t ra i le rs , wheel barrows, etc;

-  medical supplies— intravenous flu id s , oxygen, etc;

-  packaging materials— polypropylene bags, bottles, beer crates, 

and cans;

-  un til 1985, agricultural inputs— f e r t i l iz e r s .11

-  other than fabricating copper, INDECO does not engage in any 

other basic metals producing capital goods.12

The production of consumer products (which dominate) have, how­

ever, been fluctuating with a declining trend, especially fo r wheat 

flour and wheat products, stockfeeds, edible o ils , lager beer, etc. 

Production of cars, passenger vehicles and steel products have also 

been on the decline, with Lusaka Engineering Company (Lenco) producing 

no buses in 1985, Livingstone Motor Assemblers (LMA) closed from 

December 1986, and the production of window/door frames, etc. by both 

Lenco and Monarch fa llin g  between 1982 and 1985. The fa l l  in production 

of vehicles is , 1n the case of LMA, due to lack of foreign exchange to 

import CKDs (completely knocked-down k its ) for assembly and increased

11 The firs  which produced fertilizers, Nitrogen Chemicals of Zambia, was taken out of INDECO in 
1985 to become a direct subsidiary of ZIMCO because of its persistent loss-making and financial drain 
on the entire INDECO Group.

12There is currently a b ill going through parliament to establish the Iron and Steel Authority. 
The b ill emphasises the strategic and not the viability of such a body. This means that i t  w ill go 
the same way as other parastatal bodies before i t  whose commercial objectives were not clearly 
defined. Times of Zambia. April 7, 1989. Meanwhile, a report by Indian consultants suggests that a 
30 000 tonnes per annum sponge iron plant, utilizing iron ore reserves near Humbwa and Kabwe and coal 
from Maamba and local limestone could be viable. Zambia Daily hail. April 22, 1989.



competition from cheaper and better-qua lity  imported cars; and in the 

case of Lenco the smallness of the Zambian market, especially since Its  

major customer, the United Bus Company of Zambia (UBZ), has had fin a­

ncial d if f ic u lt ie s  la te ly . The fa l l  in both the production of consumer 

and steel products is due to the lack of foreign exchange needed to 

import the necessary inputs or spare-parts.

A ll to ld , the importance of INDECO in the manufacture of consumer 

goods is exemplified by the fact that a reduction in its  production in 

recent years has occasioned a widespread shortage of consumer goods and 

probably helped in lowering the standard of liv in g .

Despite its  importance in the economy INDECO’ s performance has

however not been very impressive. Table 1.2 shows that its  average

gross return on capital (the percentage ratio  of gross p ro fits  to turn­

over) declined from 8.8 per cent in 1974 to minus (outflow) 3.0 and 1.6 

per cent in 1979 and 1980 respectively. Because of such lower p ro fita ­

b i l i t y ,  i t  had to rely on short- and long- term borrowing but th is  has 

resulted in liq u id ity  problems: the debt-equity (capital gearing) ra tio  

rose from 0.92 in 1974 to 3.75 in 1980 and then improved to 0.94 by 

1986. Total interest payment on both short- and long- term loans rose 

from K16 m illion in 1977 to K34.442 m illion in 1983 and K56.812 m illion

in 1986 (INDECO Annual Reports). Value added, at current market

prices, increased from K168.2 m illion in 1980 to K564.3 m illion in 1986 

and K1.3 b illio n  in 1988 (Republic of Zambia, 1989). At constant 1980 

prices, i t  f e l l  to K144.21 m illion in 1986 (equivalent to a f a l l  of 

about 14 per cent over the period).

The poor performance of the INDECO Group can be attributed to its  

dependence on imported technologies and inputs; sk illed  manpower prob­

lems and p o litic a l intervention.



1.2.1 Foreign Dependence

Many of the projects which have been implemented by INDECO since 

1969 have been in partnership with foreign firms. Even where such 

projects are wholly owned by INDECO foreign, firms have been Instru­

mental in the supply of plant, machinery and inputs. In fact Shivji 

(1973) (c ited by Tangri, 1984) has suggested that many investment 

decisions in African countries have been based on the existence of 

foreign companies w illin g  to recommend and carry out a project. In the 

case of INDECO many of its  projects fa l l  in th is  category. For 

example, Livingstone Motor Assemblers, Nitrogen Chemicals, Mansa 

Batteries, Luangwa Industries, etc. were in itia te d  at the suggestion of 

foreign firms or technical aid arrangements. Table A1.2 in appendix I  

demonstrates further that even in the Fourth National Development Plan 

(1989-1993), foreign capital s t i l l  plays a major role in both rehabi­

lita t io n  of old machinery and in new projects. However, the main 

problem with imported technology is that i t  is usually not suitable for 

a country like  Zambia which has surplus unskilled labour and sk illed  

manpower shortages. And since such techniques are capital-intensive  

and have to use imported inputs, l i t t l e  or no domestic linkages are 

ever created. This undermines economic growth and consequently 

economic development.

I t  is ironic that foreign influence should have continued to pre­

dominate in INDECO for the economic reforms of 1968/69 specifica lly  

sought to reduce such dependence. I t  would therefore seem that the 

lack of local 'know-how’ , foreign minority shareholding in many INDECO 

subsidiary companies, management and technical contracts, and the use 

of sophisticated foreign technologies have a ll  contributed to the 

continuance of th is  dependence. I t  is also ironic that an organization



which is responsible for industrial development does not produce 

capital goods which are necessary to achieve its  ultim ate objective. 

The lack of technical s k ills  and basic industries locally  have made i t  

impossible to assimilate or modify the imported technologies to suit 

the Zambian conditions; not even to increase the use of local raw and 

intermediate materials in the production process.

The dependence on imported inputs, in the case of the nineteen 

subsidiary company respondents, is demonstrated in table 1.3. Except 

for maize ( i .e .  when the harvests are good, otherwise imported), yeast, 

sugar-cane, hard timber, cotton, limestone, pyrite  and clay, nearly a ll  

other raw materials and intermediate goods are imported (in  one form or 

another). Even for wheat flo u r, tyre retreads, gyser and car 

components which are shown to be p a rtia lly  obtained locally , the 

materials on which they are made are mostly imported. I t  is th is  heavy 

dependence on imports which is largely responsible fo r the observed low 

rates of capacity u tiliz a tio n  in the INDECO Group of companies.

In comparison to what i t  spends, INDECO generates very l i t t l e  

foreign exchange by way of exports. For example, while its  foreign 

exchange earnings rose from about US$7 m illion in 1983 to US$18 m illion  

in 1986, its  foreign exchange allocation rose from US$100 m illion in 

1983 to US$114.7 in 1985 and fe l l  to US$73.6 in 1986 (see table 3.4 in 

chapter I I I ) .  Its  high cost-structure and the fact that i t  was speci­

f ic a lly  designed to meet local demand makes its  products interna­

tio n a lly  uncompetitive. The re la tive  increase in exports of refined 

sugar, industrial gases, cement, etc. in recent years has been at the 

expense of local consumption. INDECO continues to rely on ZCCM as the 

major foreign exchange earner.

From tables 1.4 we can in fer that:
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(a) Within the INDECO Group, the sources of Inputs and capital 

goods seem to greatly influence the rates of capacity u tiliz a tio n .  

Only two companies which obtain most of th e ir  inputs locally  were

Table 1.3: SOURCES OF RAW MATERIALS AND OTHER INTERMEDIATE INPUTS

SECTOR TYPE OF NUMBER Sources of Inputs in I
INPUTS OF FIRMS LOCAL IMPOI

Food, Stock- Maize 5 100 0
feeds & Yeast 100 0
beverages Chemicals 0 100

Sugar cane 100 0
F e r t i1izers 10 100
Wheat flo u ra 95 5

Transport & Farm equipment 3 10 90
farm equip­ Rubber/other inputs 33 67
ment Tyre retreads 99 1

CKD (F ia t) 33 67
Other models (CKD) 0 100

Engineering Steel 2 0 100
Gyser components 56 44
Hard timber 100 0

Chemicals Chemicals 3 0 100
Cotton seed 100 0
Vegetable O i1 10 90
Tallow 0 100
Caustic soda 0 100
Sodium Triphosphate 0 100
Sodium sulphate 0 100
Hydrogenb 100 0

Textiles Dyes & chemicals 1 0 100
Cotton 100 0
Polyester 0 100

Packaging Polypropylene 2 0 100
Other inputs 0 100
Plastic/chemicals 0 100

Construc­ Limestone/pyrite 3 100 0
tion Vaneers 0 100

Plywood 0 100
Door cores 0 100
Clay 100 0
Glaze 0 100

Notes: a about 90% of the wheat is imported by another 
INDECO m illing company 

b before April 1987, hydrogen was imported.

Source: Main Questionnaire, Question A1-5.
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operating at fu l l  capacity. The other ten companies with capacity 

u tiliz a tio n  rates of between 51 and 75 percent obtain some of th e ir

Table 1.4

A: LEVELS OF CAPACITY UTILIZATION BY THE SOURCES OF RAW
MATERIALS

Sources of Raw materials & intermediate goods
Levels of Capacity

Mostly Mostly Row
Local Imports Local Imports Total

Below 25% -  -  1 1  (5.9%)
26-50% 1 1 2 4 (23.5%)
51-75% 3 2 1 4 10 (58.8%)
Over 75%________________ 1________ =_________ 1_________  2 (11.8%)

TOTALS 5 2 3 7 17 (100%)

B: CAPACITY UTILIZATION LEVELS BY SOURCES OF CAPITAL GOODS

Sources of Capital Goods

Local Imports Both Row Total
Levels of Capacity

Below 25% 1 1
25-50% 4 - 4
51-75% 9 1 10
Over 75% 1 1 - 2

Source: Main Questionnaire, Questions A1—5 and A1-6.

raw materials lo ca lly . The other five  firms with capacity u tiliz a tio n  

rates of less than half import almost a ll of th e ir  inputs. The company 

which obtains a ll its  inputs locally  in th is category is due to the 

quota system used by the cabinet contingency planning committee in 

allocating maize.

(b) INDECO companies re ly , almost e n tire ly , on imported capital 

goods and spare parts. Theoretically, i t  has been argued that such 

dependence on imported technologies may result in three possible
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outcomes:13 f i r s t ly ,  assimilating such technology by increasing the 

proportion of locally  supplied components; secondly, Increasing the use 

of locally  produced inputs; and th ird ly , innovating and adapting the 

imported technologies to suit local conditions. A fa ilu re  to achieve 

such technological dynamism would only mean a transfer of the tech­

nology in question; in which case Rajeswaran maintains that two 

situations may arise: ( i )  i f  assimilation is a short-lived phenomenon 

( i f  i t  happens a t a l l ) ,  affected firms may revert to imported techno­

logical inputs to take advantage of the technical progress in other 

countries; and ( i i )  i f  the government intervenes to curb imported tech­

nologies by protective ta r i f fs ,  in e ffic ie n t methods would be chosen and 

i f  the market for fin a l goods is protected, domestic consumers w ill 

have to bear the cost of such enforced ineffic iency. In Zambia, 

assimilation of imported technologies has not been attained and the 

choice of technology continues to be influenced by foreign partners in 

jo in t projects; the result in ( i i )  is not clue to government re s tr i­

ctions on imported technologies but on imported consumer and other 

manufactured goods. Thus the fa ilu re  to increase the use of local 

components, inputs, and to adapt imported technologies to local needs 

are as a result of government policies which encourage foreign 

investors with no restrictions on the types or s u ita b ility  of the 

technologies involved.

(c) Foreign exchange a v a ila b ility  is the major factor accounting 

for the low rates of capacity u tiliz a tio n — affecting fifte e n  of the 

nineteen subsidiary companies. Only those companies obtaining th e ir

13K. Rajeswaran, “Perforiance Aspects of Nansa Batteries Ltd, Nansa, Zaibia: Sone Conwents", 
Technological Cooperation Research Project No. 7, (Helsinki: University of Helsinki, Institute of 
Developient Studies, 1986) pp. 3-4.
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inputs locally  said foreign exchange was not a major problem. The 

problem of old machinery is also related to foreign exchange availa­

b i l i t y  as new machinery or spare-parts cannot be had without the nece­

ssary foreign exchange.

Given the re la tiv e ly  large and capital-intensive nature of the 

firms taken over by INDECO, and equally capita l-in tensive projects 

undertaken la te r in joint-ventures with foreign capital saving foreign 

exchange has not been possible (World Bank, 1984; Rajeswaran, 1986). 

Under the social and p o litic a l environment in which INDECO operates, 

such a dependence on imported capital-intensive technologies may have 

given rise to a policy dilemma:14 the scope for increasing employment 

is lim ited but the government objective of increasing employment has to 

be met at the same time. As a consequence, overemployment in cap ita l- 

intensive plants often operating at about half the rated capacity have 

only increased costs. For example, while to ta l employment rose from 

20,000 in 1974 to 25,000 in 1978, Group gross p ro fits  f e l l  from K29 to  

K9 m illion over the same period (table 1 .2).

14The following table adapted from Nyamazana (1985:4) and Republic of Zambia (1989:525) shows 
that the high capital-intensity of some projects initiated by INOECO (in partnership with foreign 
firms) from 1969 onwards have limited scope (given capital-labour substitution) for increasing 
meaningful wage employment for the massive unskilled labour.

Cost of Plant (in K million) Number Employed Cost per job fK/L ratio)
in Kwacha

Kafue Textiles ( 1969 ) 8 960 8,300
Nitrogen Chemicals (1970) 18 600 30,000
Kafironda Explosives (1970) 8 400 20,000
Nakambala Sugar Estates (1970) 13 1,800 7,200
Kabwe Industrial Fabrics (1970) 2.2 570 3,800
Zambia Netal Fabricators (1971) 2.3 80 28,000
Indeni Petroleum Refinery (1971) 21 350 60,000
Livingstone Motor Assembled 1974) 2.5 250 10,000
Nitrogen Chemicals Extension (1980) 228 570 400,000
Choma Maize Mill (1980) 5.01 140 35,793
Luangwa Industries (1982) 10.6 - -

United Milling (1983) 5.2 - -

Zambia Ceramics (1984) 11 206 53,398
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1.2.2 P o litic a l Intervention

Being state-owned and instrument of government policy, INDECO’s 

policy parameters are bound to be subservient to the p o litic a l process 

more so given the supremacy of the ruling party. But because the 

extent to which po litic ians  and government o ff ic ia ls  intervene in the 

day-to-day running of parastatal companies is not well documented 

(Johns, 1971), i t  becomes d if f ic u lt  to exactly ascertain th e ir  

influence and the form i t  takes.

I t  is however possible to ascertain p o lit ic a l and social

influences when projects which are not profitab le are chosen or when

projects which require a fa ir ly  development infrastructure are located

in rural areas short on such fa c i l i t ie s —Mansa Batteries, Luangwa 

Industries, etc. are cases in point (both of which face serious 

operational and financial problems and, consequently, the management of 

the la tte r  company had to be contracted to a foreign firm on the hope 

that th is  would improve its  performance). The lack of e x p lic it and 

consistent government in dustria l, employment and incomes policies does 

not help the situation e ither for long-term investment planning is

impai red.15

P o litic a l imperatives in a country with low Incomes both in the 

urban and rural areas forced the government to impose price controls on 

many of the INDECO Group products so as to make them affordable.

Shirley (1983:18) cites evidence which shows that although the 

price controls imposed on products of SOEs seek to help the poor 

members of society or to help in counter-inflationary polic ies, major

lsFor a discussion of the iiplications of increasing labour costs for the less skilled labour 
relative to inported capital and skilled lanpower in the early years of independence, see Richard 
Jolly, "The Skilled Manpower Constraint" in C. Elliot (ed), Constraints on the Econowic Developient 
of Zambia. (Nairobi: Oxford University Press, 1971).
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customers of SOEs are e ither large industrial users or high Income 

groups mainly concentrated in urban areas. I t  is therefore not the 

poor (who mostly reside in rural areas or in slums 1n the urban areas) 

who benefit from such controls. This sums up the INDECO situation.

Although such price controls were lif te d  in December 1982 on a ll 

products but essential commodities like  mealie-meal, bread, soap, and 

candles (Bank of Zambia Annual Report, 1982:43), they were however 

reimposed in 1987 a fte r the break with the IMF structural adjustment 

programme.16 As demonstrated 1n table 1.1, such a policy of keeping 

the prices a r t i f ic ia l ly  low when production costs were rising rapidly 

has had a devastating impact on the p ro fita b ility  and liq u id ity  

position of the Group.

Due to persistent loss making in six subsidiary companies (Crushed 

Stones Sales, Kapiri Glass Product, Livingstone Motor Assemblers, 

Luangwa Industries, Rucom Industries, and Zambezi Sawmills), INDECO 

Limited commissioned the Industrial Development Advisory Team17 (IDAT) 

to carry out a diagnostic study of these companies. Apart from the 

perennial problems of foreign exchange a v a ila b ility , IDAT found that 

the six companies faced the following operational problems:

( i )  marketing was not given high p rio rity  by the management. 

Marketing managers had l i t t l e  train ing and expertise and, in addition, 

the quasi-c iv il service rules and regulations made i t  d i f f ic u lt  to 

tra in  and motivate them. As we have shown above, th is  may be expected 

because under conditions of supply in e la s tic ity  and ris ing demand (in  a 

protected market), marketing and quality controls become irre levant.

16Price controls have just been lifted this year, except on *aize leal, Tiies of Zaibia. 10-11 
July, 1989.

171ndustrial Oevelopient Advisory Tea* (IDAT), INDECO ltd. Industrial Reorientation Programme.
Report No. 3: Covering Report to the Diagnoses and Action Plans for INDECO * s Priority Group of
Subsidiaries. (Lusaka: IDAT, 1986) pp. 1-2; cited here with the kind pemission of INDECO Ltd.
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Actually, because IDAT did th e ir  survey in 1986 while the IMF restruc­

turing programme—which increased the supply of imported goods and 

thence competition with local products—was underway, poor product 

quality coupled with poor marketing techniques were bound to be 

lim iting  factors on some of the INDECO subsidiary companies.

( i i )  the equity bases of five  of the six companies were being 

eroded because of the continued losses. This, they argue, implies that 

they in turn become excessively dependent on INDECO and its  bankers. 

Such a state of a ffa irs  was seen to d istract the attention of manage­

ment from other duties like  marketing, financial controls and technical 

aspect of production and, thus, made i t  even d i f f ic u lt  to focus 

attention on the development of long-term business strategies.

( i i i )  equipment and fa c i l i ty  maintenance was generally poor— 

except fo r Livingstone Motor Assemblers and Luangwa Industries (where 

the plant was re la tiv e ly  new). They suggested the need for the syste­

matic train ing for foremen, workers and the young engineers.

The problem of liq u id ity  problems came to a head in 1980 when 

ZIMCO and the Ministry of Finance, as direct and ultimate shareholders 

respectively, had to come in with a capital restructuring programme 

which involved the injection of cash in equity towards the cost of new 

projects and repayments of certain loans. Some of the loans to the 

INDECO Group from the above two institu tions had to be capitalised in 

the 1980/81 financial year. (INDECO Annual Reports, 1982 and 1983).

The p o lit ic a l intervention in INDECO a ffa irs  does not only end at 

price controls and implementing the government’ s social objectives— it  

extends to the appointment, transfer, promotion, demotion or sacking of 

senior management by the president, with l i t t l e  or no consultation 

with the affected companies. The rate at which th is  happens depends on
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the p o litic a l circumstances and ju s tific a tio n  at the tim e .18 I t  is 

acknowledged in Zambia that many of the senior Zambian managers in the 

parastatal organizations lack academic and professional qualification  

and that they owe what they know to practical experience in particu lar 

jobs and in specific company environments (specific  s k ills  according to  

Doeringer and Piore, 1971). Transfers between d iffe ren t companies 

would help to widen the experience and horizons of the affected  

managers, but i f  th is  is externally determined and happens too often, 

with no reference to the needs of both the affected managers and 

companies, uncertainty would be the consequence as managers would be 

reluctant to make long-term plans as they would not be sure that they 

w ill be around to see such plans executed. Moreover, p o lit ic a lly  moti­

vated transfers would only benefit those who are p o lit ic a lly  loyal and 

not professionally committed managers. I f  managers, as i t  is usually 

claimed, are transferred from one company to another e ither due to  

th e ir  inefficiency or corrupt practices, th is  begs the question of 

whether transfers per se would improve th e ir performance or attitudes.

1.2.3 Skilled  Manpower Problems

Perhaps the sk illed  manpower problems are the most c r it ic a l ones 

affecting the performance of INDECO. Actually the lack of local tech­

nical and managerial s k ills  contributed to the choice of unsuitable 

technologies and to the consequent low p ro fita b ility  of such projects.

18Some INDECO subsidiary and other ZIMCO companies mere taken by surprise when the president 
announced at a press conference on 17 April, 1987 that a total of twenty senior and chief executives 
in the parastatal companies mere to be sacked mith immediate effect. Eight of the twenty mere from 
the INDECO Group: "Twenty Top Men Retired", Zambia Daily Mail 16 April, 1987. As i t  happened a number 
of those * retired’ mere below forty years old and in good health and this added to the perplexity; 
the next day a spokesman at State House clarified that the aforementioned mere 'relieved of their 
duties’ and not 'retired’ as had originally been reported. In Zambia, this phenomenon of making sur­
prise political announcements mithout prior consultation mith the affected parties, be i t  in the 
civil-service or the parastatal sector, is quite common and i t  contributes to senior managers’ sense 
of insecurity and uncertainty.
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From the outset, INDECO has relied on expatriate s k ills  and 1n the 

immediate years following independence, the government had to rely on 

the conservative expatriates (who were resentful of the new government) 

to implement its  industrial policy. Such a state of a ffa irs  in fact 

made INDECO’ s s u ita b ility  as an aggressive entrepreneur and agent for 

economic development doubtful (Martin, 1972; Seidman, 1979).

To reduce the reliance on expatriate management s k ills , the Mana­

gement Services and Training Department at INDECO Limited19 occasio­

nally sent experts to the various subsidiary companies to analyse th e ir  

organizational charts and evaluate jobs so as to determine which could 

be Zambianized. However, expatriates remained dominant at the top 

level of management in many of the subsidiary companies. Burnham 

(1972) suggested that owning an enterprise through shareholding does 

not, in i ts e lf ,  amount to actual control. More often than not, the 

real control lies  with the management of the enterprise. And in a 

country short on sk illed  manpower and re lian t on imported technology, 

the government’ s a b ility  to control the a c tiv itie s  of such expatriate  

personnel is lim ited. To th is  e ffe c t, Subramanian (1973)20 observed 

that

Zanbia is among the very few countries which have to face a combination of part- 
local ownership and near coiplete foreign management...To put i t  bluntly, there is 
no obvious Hay in which owners of even a high proportion of capital can control 
the daily decisions of the lanagers of an enterprise--whether in Zambia or 
abroad...In Zaibia, the non-Zambian management may be expected to observe a modi­
cum of managerial ethics out of self-interest but i t  is too much to expect them to 
orient every decision towards Zambia’s economic development.

19“Expanding for Progress: Change and Growth in the Role of Indeco" Enterprise, op. c it, p. 5

20V. Subramanian, “Do the Owners Control the Managers", Enterprise. March, 1973, p.22. And 
according to Turok, (1979:76), "...even where the government is dominant on the board of a capital- 
intensive parastatal, lack of experience in the industry leaves decision-making in the hands of the 
foreign corporations which are called in to run them."
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The dominance of expatriates in managerial positions has declined 

over time in absolute terms but they continue to dominate in

professional accountancy, engineering and other technical occupations. 

Where expatriates continue to hold positions of chief executive, i t  is 

also largely due to the management contracts signed between INDECO and 

the minority shareholders at the time of nationalization (take-over) so 

that the la tte r  continue to appoint key personnel in the companies 

concerned— in many cases th is  is to look a fte r the in terest of the

minority shareholder. This echoes Subramanian’ s argument.

The Zambianization of the low-grade c le rica l and junior executives 

s ta ff have progressed to required levels. Efforts to Zambianize the 

accountancy, engineering and technical professions have, however, been 

frustrated by the in su ffic ien t numbers of senior school leavers with 

the necessary entry requirements, and the higher fa ilu re  rates for

those sponsored for such train ing .

Although INDECO attaches some importance to manpower development 

and tra in in g , its  to ta l expenditure on train ing in real terms has

fa llen  over time. For example, spending on train ing  at constant 1980 

prices f e l l  from K1.9 m illion in 1974 to K1.3 m illion  in 1981 (a f a l l  

of about 4.5 per cent per annum), and K0.96 m illion  in 1983 (about 5.5 

per cent decline per annum from 1974) (INDECO Annual Reports).

In addition to fa llin g  expenditure on train ing  in real terms, 

INDECO’s a b ility  to a ttrac t and retain the necessary s k ills  has been 

undermined ever since 1975. When the Corporation was reorganized in 

1975 and the sub-holding companies abolished, a uniform pay structure 

was introduced to replace the d iffe ren t pay structures which existed 

before for each sub-holding company. For those employees who lost out 

in the reorganization, increased turnover was the lik e ly  consequence.
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In the same year the Mwanakatwe Salaries Commission recommended 

narrowing the gap between the parastatal and civi1-service pay 

structures. When th is  particu lar recommendation was implemented in 

1976, i t  sparked-off high labour turnover, especially among expatriate  

personnel. To reduce th is  incidence of labour turnover, new allowances 

had to be paid to expatriates a year la te r. For the other local 

employees, the Corporation has tried  to improve th e ir  earnings ever 

since 1978, but its  pay structure for shortage occupations like  

accountancy, engineering and technical professions remains in fe rio r by 

comparison to the private sector. Moreover, the pay structure has been 

contracting in real terms (see chapter IV) and as a consequence, 

recruiting and retaining such professional s k ills  has not been easy 

(see chapter V I) . The fa ilu re  to retain the personnel trained at 

INDECO’ s expense increases the costs of labour turnover and further 

complicates the Zambianization policy objectives. We discuss these 

issues in some deta il from chapter VI onwards.

Thus the manpower problems have been the main constraint on the 

operations and effectiveness of INDECO as an agent fo r industrial deve­

lopment. S pecifica lly  referring to the manpower problems in INDECO, 

Martin (1972:68) observed that

What was needed was one organisation with enough commercial ability to deal with 
international business on equal tens, enough political sensitivity to translate 
Zambia’s national requirements into practical action, and above a ll, capable of 
getting things done.

That INDECO fa ile d  to atta in  such an ideal role because of sk illed  

manpower problems forms the core of our investigation. Although i t  is 

not possible to c learly  demonstrate expost that INDECO would have per­

formed better under conditions of adequate supply of sk illed  and profe­

ssional manpower, we present empirical evidence in chapter VI which 

shows the extent of the shortages. Since labour shortage is a re la tive



-59 -

concept, we consider theoretical issues of defining the concept and 

adjustments in chapter I I .

1*2.4 Employment

One of INDECO’ s main objective was to create more employment 

opportunities for local Zambians. From a to ta l of 20,000 employees in 

1974, to ta l employment in the INDECO Group reached its  peak, at 26,259 

in March 1985 but f e l l  to 24,582 by March 1986. Table 1.5 demonstrates 

that some subsidiary companies registered fa l ls  in employment between 

1985 and 1986/87 ranging from 1 to 44 per cent—mainly due to the IMF/ 

World Bank structural adjustment programme and the continued foreign 

exchange problems. The fa l l  in employment can also be attributed to 

the fact that from 1985, the government wanted INDECO to operate on a 

s tr ic t  commercial line and th is  helped to streamline the workforce.

Table 1.5 Employment Growth for Selected INDECO Subsidiary Companies: 1980-87

.Average Annual \ Changes.
)anv Number 1980 1981 1982 1983 1984 1985 1986 1987 1980-83 1983-85 1985-87 1980-87

2 375 372 391 402 393 368 235 235 7.2 -8.5 -36.1 -37.3
3 435 459 492 471 513 515 449 448 8.2 9.3 -13.0 3.0
5 373 390 380 398 361 379 385 - 6.7 -4.8 1.6* 3.2b
6 561 636 640 654 649 652 647 653 16.6 -0.3 0.2 16.4
7 417 511 530 562 590 569 419 350 34.8 1.2 -38.5 -16.1

10 825 - 883 866 898 879 810 681 5.0 1.5 -22.5 -17.5
12 894 - 964 981 1022 1081 1007 1012 9.7 10.2 -1.0 13.2
13 827 - - 840 842 847 833 840 1.6 0.8 - 0 . 8 1.6
14 - - - - 176 196 199 198 - - - 1.0
15 314 307 300 296 313 310 269 175 -5.7 4.7 -43.5 -44.3
16 72 72 74 71 82 94 87 86 -1.4 15.5 -8.5 19.4
17 1365 1378 1385 1358 1468 1424 1395 1398 -0.5 4.9 -1.8 2.4

» 1985-86 
b 1980-86

Source: Main Questionnaire, Question Bl-3
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On the whole, employment creation has been lim ited by the choice 

of capita l-in tensive methods of production for both the new projects 

in itia te d  by INDECO in partnership with foreign capital and the highly 

capita l-in tensive firms in it ia l ly  taken over 1n 1968 (see footnote 14 

above). I t  is suggested (Tangri, 1984) that foreign partners in such 

capita l-in tensive and technologically sophisticated project p ro fit from 

contracts for the provision of spare-parts and technical services in

the form of management and consultancy agreements. For example out of 

the nineteen responding INDECO companies, eleven of them either had 

technical consultancy or management contracts with foreign companies. 

Management contracts, in most cases, are with the minority shareholders 

of the respective companies. Technical consultancy agreements, on the 

other hand, are usually with suppliers of the machinery, i f  d iffe ren t 

from the minority shareholders.

The choice of capital-intensive and inappropriate technologies 

cannot solely be blamed on foreign firms or expatriates. Winston

(1979: 840) suggests that even where no foreign firms or expatriates  

are involved, many managers in underdeveloped countries would choose

u ltra  modern technologies as they desire to be id en tified  with power,

wealth, glamour and advancement. Winston c ites , among others, Erikson 

(1969), Scitovisky (1976), Hirschman (1973) and Sen (1975) who suggest 

that the choice of technology may be determined by the pursuit of 

cultural id en tity  and status. In Winston’ s words (p. 840):

A Manager’s choice of production technology is often in part a stateient 
about cultural identity eubodying his assessient of his peoples’s characteristics 
and competence in dealing with technological sophistication, sonething the world 
values highly and to which international power accrues. If a Manager follows the 
econonist’s adnonitions and invests in a new plant with sinple, labour-intensive, 
uncoiplicated techniques of production, he accepts his peoples’s ethnic 
inferiority, casting it in steel and concrete. The advocacy of appropriate 
technology, then, becomes an ethnic slur proclaioing the technical inadequacy of 
the society in an especially visible and tangible form; only a nation with a 
strong ego could do without pause. To reject appropriate technology, to choose 
instead the sophisticated 'high technology’ (in the laudatory words of Nigeria’s
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Third Plan, 1975) is to assert the power, equality and technical coxpetence of 
one’s people. This is the appeal of Boulding's 'Heroic Han’ with his cost-be- 
daxned assertions of identity, pride and power and his contexpt for the 
bloodlessly rational and cautious Econoxic Han.

In Zambia the classic example of th is  desire for technical sophis­

tica tio n  is represented by the Nega-Nega and Kalulushi brickworks which 

were cap ita l-in tensive , ultramodern and automated. Despite the 

existence of cheap and appropriate labour-intensive methods, the u ltra ­

modern technique was mainly chosen for glamour and status reasons.21 

But because such type of technology is not 'home-grown’ but imported, 

the lack of local expertise, spare-parts and finance made the project 

uneconomic and costly to the nation.

In Nigeria Winston found that " . . .  prideful assertions of 

competence were made by Nigerians and never by 'resident a lien s ’ ". For 

example, i t  was only a Lebanese and Englishman who each had imported 

appropriate (to the Nigerian conditions) second-hand machines from the 

developed countries. He however acknowledges that there are formidable 

costs associated with second-hand machinery like  lack of information as 

to th e ir  whereabout and a v a ila b ility ; lost operating manuals and the 

lack of a fter-sa les  back-up. Im p lic it in th is  argument is the 

assertion that the more resident aliens there are in an underdeveloped 

economy, the more lik e ly  is the choice of second-hand and/or appro­

priate technology for that country. The facts do not, however, seem to 

support th is  argument. For example in the case of Zambia where the 

proportion of expatriates in key decision-making positions is very

2,0n evaluating the perforxance of the xanufacturing sector during the SNDP (1972-76), the Third
Plan (p. 235) acknowledges that there were a lot of capital-intensive industries established over the
SNDP which were also sensitive to the availability of foreign exchange. For exaxple, while
xanufacturing output grew at an annual rate of 4.5 per cent between 1972 and 1976, exployxent grew at
0.5 per cent over the sane period. Hhat is surprising is why inappropriate technologies continue to
be ixplexented when their adverse effects are officially acknowledged--see Republic of Zaxbia,
National Coxnission for Developxent Planning, Third National Developxent Plan: 1979-83. (Lusaka:
Governxent Printers, 1979), ch. X.
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high, there is no evidence to suggest that there has been a tendency to 

choose appropriate techniques. Actually judging by the state of the 

economy at present, the contrary seems to be the case. To make a gene­

ra liza tio n  from two individuals may, therefore, be claiming too much.

The objective of increasing employment creation by INDECO has

even become d i f f ic u lt  to f u l f i l  in recent years. For example, the

current employment policy is to minimise recruitment from outside the 

Group and to re ly , instead, on internal promotions and/or la tera l 

transfers f i r s t  before considering any external recruitment. Subsi­

diary companies who decide to reduce th e ir workforce have to notify  

INDECO Central f i r s t  so that the la tte r  may look around for possible 

redeployment of such excess labour in the other operating companies 

(INDECO Manual, n .d ., p. 8).

1.4 CONCLUSION

We have examined arguments in th is  chapter which suggest that

governments in underdeveloped countries may be ju s tif ie d  in p a rtic i­

pating d irec tly  in economic a c tiv it ie s . I t  is argued that the imper­

fect market systems, le f t  on th e ir  own, would not correct features such 

as the predominance of foreign owned companies. Such a recognition in 

the case of Zambia increased the role of INDECO in the post indepe­

ndence period for i t  was used by the government to channel funds to 

industry and in it ia te  projects in jo in t ventures with foreign firms. 

This, especially became evident in the wake of UDI when i t  had to

invest in strategic projects like  the construction of the o il pipeline. 

The behaviour of foreign owned companies and the supply constraints 

created by the UDI demonstrated the weaknesses of relying on such firms



and the need for d irect government partic ipation in economic 

a c tiv it ie s . Thus the government decided, in 1968, to acquire majority 

shareholding in existing private companies and vest them in INDECO. 

This move increased both the macro and micro importance of INDECO in 

the industria liza tion  strategy and the macroeconomy to the extent that 

INDECO’ s investment pattern and performance dictate the structure and 

character of the manufacturing industrial sector.

We have demonstrated, however, that both the firms in i t ia l ly  taken 

over and the subsequent ones created in partnership with foreign 

capital were both capital and s k ill intensive. Given Zambia’ s lack of 

skilled  manpower and abundant unskilled labour such techniques made i t  

d if f ic u lt  fo r INDECO to achieve its  ultimate objectives of transferring  

economic power into Zambian hands and of increasing employment oppor­

tu n ities . Moreover INDECO also depends on imported inputs and in the 

wake of foreign exchange constraints its  a b il ity  to obtain such inputs 

has been curtailed and as a consequence both output and its  quality  

have fa lle n . This has had the effect of reducing the standard of 

liv ing  of the whole population.

As a d irect consequence of relying on imported capital goods and 

inputs INDECO, and consequently the industrial policy, has fa iled  to 

increase the use of local resources and thus contributed to the run­

down of basic metals industries in the national economy. This mismatch 

of p r io rit ie s  also originates from government intervention which forces 

INDECO to Implement government social objectives at the same time. The 

impact of such intervention, coupled with the industrial structure of 

INDECO, on e ffic iency, p ro f ita b ility , liq u id ity  and investment have 

been discussed. We also argued that perhaps the most c r it ic a l problem 

affecting the operations of INDECO has been the shortage of skilled
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manpower in the local labour market and the consequent dependence on 

expatriate technical and managerial s k ills . To put the operations of 

INDECO and its  problems in perspective we analyse, in the next three 

chapters, the theoretical framework and lite ra tu re  review on labour 

shortages and adjustment policies; the Zambian economy; and the labour 

market, respectively.



CHAPTER I I

LABOUR MARKETS: THEORETICAL BACKGROUND AND LITERATURE REVIEW

2.0 INTRODUCTION

In th is  chapter we set out to take a close but b rie f look at the 

theoretical and empirical background of labour markets and in so doing 

demonstrate both the conceptual and empirical issues associated with 

defining, measuring and adjusting to labour shortages. Since labour is 

but one factor of production, i t  is employers who have to adjust and 

seek solutions to the problems of labour shortages both in the internal 

and external labour markets.1 Although labour shortages represent a 

disequilibrium, there is neither a theory nor empirical work which 

specifica lly  deals with adjustment to disequilibrium (Fisher, 1971; 

Thomas and Deaton, 1977). For these reasons Thomas and Deaton (p. 13) 

observed that "A satisfactory model of adjustment should have a 

discussion of the rules which market participants follow when out of 

equilibrium, a description of how a market system in which individuals 

follow these rules works, and a convergence theorem." The absence of 

such rules may, however, be necessitated by differences in environ­

ments, management styles, costs involved, etc. For these reasons, our 

main interest in th is  chapter is to analyse how individual firms adjust 

to labour shortages, especially with regard to the costs of such adju­

stments, and how manpower planning can help to adopt a comprehensive 

strategy to the problems of labour shortages.

1 Barry Thomas and David Deaton, Labour Shortages and Econoxic Analysis: ft Study of Occupational 
Labour Markets. (Oxford: Basil Blackwell for the Social Science Research Council, 1977), p. 12
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We begin by defining the concepts of s k ill and labour shortage and 

then analyse the problems of measurement and effects  of labour shor­

tages. In section 2.2 we concentrate on how individual firms adjust to 

labour shortages and whether cost is the major factor in the choice of 

adjustment instruments.

2.1 THE CONCEPTS OF SKILL AND LABOUR SHORTAGE

In everyday language, the term s k ill has been used in industry to

classify workers into categories of 's k ille d ’ , 'sem i-sk illed ’ and 'un­

s k ille d ’ . At a technical level however, s k ill has been defined to mean 

"the a b il ity  to perform a task to required standards, with a minimum 

of unnecessary energy."2 The operational characteristic of s k ill is 

the a b il ity  to perceive s lig h t changes in the task and to respond 

appropriately from time to time. A sk illed  person can thus anticipate  

changes so as to maintain a stable performance in the face of changing 

requirements.3 Since there are, in industry, d iffe ren t s k ill  

categories like  'manual’ , 'v is u a l’ and 'management’ at d iffe ren t levels 

of an organization, i t  is necessary, say for tra in ing  purposes, to

"break a s k ill down into its  components of vision, touch, etc. and to

understand the process in which a person receives information from the 

task and in turn act upon i t . "  This is because acquiring a s k ill  

implies improving one’s performance of a task.

2David Xing, Vocational Training in View of Technological Change. (Paris: European Productivity 
Agency, OEEC, 1960) cited in David King, Training Within the Organization: A Study of Coaoanv Policy 
and Procedures for Svsteiatic Training of Operators and Supervisors. (London: Tavistock Publications,
1964), p. 112.

3H. Kay, "Intonation Theory in the Understanding of Skills", Occupational Psychology. 31. 4, 
1957 and A. T. Helford, Ageing and Huaan Skill. (London: Oxford University Press, 1959), cited by 
King, ibid, p 112.
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Since s k ills  are acquired through the learning process we can dis­

tinguish between two types of knowing (King, 1964:109-111):

(a) knowing through direct experience, that is expanding human 

consciousness. This kind of knowledge is d i f f ic u lt  to transmit to 

others as 1t mostly cannot be explained (embodied knowledge). For 

example, a highly sk illed  operator knows his operation although he may 

not be able to put i t  into words.

(b) knowing about something— for example s c ie n tific  knowledge is 

concerned with knowing about facts, that is , symbolic knowledge and not 

direct knowing (disembodied knowledge).

Having made such a d istinction , King then suggests that for 

purposes of tra in in g , a company must provide d iffe ren t conditions for 

'getting to know’ and for 'getting to know about’ . For example, to be 

successful as an enterprise a firm  has to depend both on symbolic know­

ledge, that is , knowledge about the market and the general economic, 

social, and p o litic a l environment; and detailed d irect knowledge of its  

own production processes and customers.

We can also distinguish between specific and general s k ills  (Doe- 

ringer and Piore, 1971) and between general and specific train ing  

(Becker, 1964). Becker defined specific tra in ing  as "training that 

has no e ffec t on productivity of trainees that would be useful in other 

firms" and general tra in ing as "that which increases the marginal pro­

ductiv ity  of trainees by exactly the same amount in the firms providing 

train ing as in other firms". Doeringer and Piore on the other hand use 

the concepts of spec if ic  and general s k ills  in the context of an 

internal labour market: "A completely specific s k il l  is unique to a 

single job c lass ifica tion  in a single enterprise." Such s k ill 

spec ific ity  may be job or technology determined. They argue that 

nearly every job has some elements of s k ill sp ec ific ity :
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Even the siiplest custodial tasks are facilitated by fa«iliarity Mith the 
physical environment specific to the workplace in which they are performed. The 
apparently routine operation of standard machines can be importantly aided by 
familiarity mith the particular piece of operating equipment...In some cases 
workers are able to anticipate trouble and diagnose its source by subtle changes 
in the sound or smell of the equipment. Moreover, performance in some production 
and most managerial jobs involves a team element, and a critical skill is the 
ability to operate effectively with the given members of the team. This ability is 
dependent upon the interaction of the personalities of the members and the 
individual's work 'skills’ are specific in the sense that skills necessary to work 
on one team are never quite the same as those required on another. There are no 
true examples of a completely general skill.4

In the lig h t of the foregoing we adopt, in th is  thesis, an occupa­

tional and not educational d e fin itio n  of sk illed  manpower: to include 

both those with formal academic qualifications like  university degrees, 

professional qualifications, school c e rtifica tes  and those who are

lite ra te  and acquired th e ir  s k ills  through on-the-job train ing and

experience without necessarily possessing any such formal educational 

qualifications. This defin itio n  is wide enough to include sk illed  

manual workers on the shop flo o r, artisans, technicians, professional 

and engineering, management, etc. in an organization whose shortage

would adversely affect an organization’ s performance.5

I t  follows from the above d efin itio n  of a s k ill  that at any time, 

there w ill be occupations in which the supply of the necessary s k ills  

are not adequate to meet the demand for such s k ills  at the current

4Peter B. Doeringer and Michael J. Piore, Internal Labour Markets and Manpower Analysis. (Lexi­
ngton, Mass.: Lexington Books, D.C. Heath, 1971), reprinted in J.E. King (ed), Readings in Labour 
Economics. (Oxford: Oxford University Press, 1980), p. 109.

sThis definition is similar to the one used by Gail Cook Johnson, High-Level Manpower in Iran: 
From Hidden Conflict to Crisis. (New York: Praeger, 1980), p. 3 who rejects the traditional defi­
nition of high-level manpower as those holding at least a university degree for it excludes people 
who occupy high-level positions but who possess no such degrees. To omit such personnel in a deve­
loping country like Iran can have serious implications for higher education is a very recent pheno­
menon. For the same reason, we reject Bardouille’s (1983) definition of high-level manpower in Zambia 
to mean only those with university degrees; and we also reject the definition adopted by Sanyal et 
al. (1976), i.e., those with at least one year formal training after their senior school (form V). 
This latter definition is also limiting for it excludes on-the-job training and courses which are 
less than one year in duration.
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ruling market prices (Hunter, 1978:12).® Thomas and Deaton (1977:22)

who sought to model how employers adjust to s k il l  shortages suggest

that statements about a shortage7 of certain types of labour are not

made in the abstract (however, Arrow and Capron, 1959 and Hunter, 1978

think that th is  is possible) but refer to

...the demand for labour of a specified Minimum quality at some specified wage 
exceeds the supply of that labour at that wage. If the minimum acceptable quality 
of labour is lowered or the wage increased, then demand and supply could balance.
Hence, before measuring the extent of a shortage one has to specify the ruling 
wage rate and the required quality of labour. Hhen employers talk of a shortage of 
a particular kind of labour, they have some idea of the normal wage which is paid 
for that type of labour and the normally acceptable quality of labour. He shall
term these values, on which the measurement of supply and demand depends, norms.

These norms are extensive for they cover methods of recruitment, the

length of the working periods, working conditions, dismissal policy,

the productivity and production techniques, etc. which w ill a ffect the

supply and demand for labour. They therefore suggest that " . . . i t  is

re a lis tic  to ta lk  of a shortage, in the sense of ex ante demand and ex

ante supply, only i f  a ll norms are stated. Simple defin itions of

shortage in terms of the excess demand over supply at the prevailing

wage level f a i l  to recognize th is ."  They thus distinguish between

formal and working norms (p. 23):

( i )  formal norms are the theoretica lly  'id e a l’ standards or targets

which an organization would formally strive to achieve. For example,

for a chief engineer a firm  would specify that i t  requires somebody

with a bachelors degree with eight years previous work experience. The

formal relate to the demand side and, therefore, form the basis for

6In England and other industrialised countries the problems of skilled labour shortages have 
existed ever since the Industrial Revolution. C. Hulvey, A. H. Thompson and J. Fyfe, "Labour Shor­
tages: A Literature Review", Draft Report Prepared for the Manpower Services Commission, 1975, p. 1 
cite Lipson (1956) who noted that the problem was so severe in the early 18th century to the extent 
that legislation was passed to make it illegal to encourage skilled craftsmen to emigrate. '

7In this thesis, we use the terms 'labour shortages', 'skill shortages' and 'skilled manpower 
shortages’ interchangeably to mean a shortage of skilled (experienced, educated or professional) 
labour either in terms of quantity or quality or both.
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calculating the formal establishments.

( i i )  working norms are those which are ac tu a lly  adopted and take 

into consideration both internal and external constraints which deter­

mine the ex ante demand and supply. For these reasons the actual 

demand may d ivert from the establishment.®

From our discussion so fa r , i t  is possible to argue that there are 

d iffe ren t types of labour shortages which may manifest themselves in 

d iffe ren t forms and degrees. .Among these we can iden tify  the following 

as the major types of s k ill  shortages:9

(a) a general shortage of sk illed  labour both in boom and slump;

(b) shortages of sk illed  labour in certain regions while surpluses of

sk illed  labour exist in others;

(c) shortages of certain types of sk illed  labour coexisting with surp­

luses of other types of sk illed  labour;

(d) shortages of unskilled labour in certain industries and occupa­

tions, mainly in metropolitan areas (or agricultural sector in

underdeveloped countries), despite overall surplus of labour; and

(e) shortages of labour in the manufacturing sector while a surplus of 

labour exists in the service sector.

In the context of an underdeveloped economy like  that of Zambia, we can 

add one more item to the above l is t :  a severe shortage of sk illed  man­

power coexisting with surplus unskilled labour. We demonstrate in 

chapter IV that nearly a ll the above types of s k ill  shortages exist in

8Thomas and Deaton cite the National Board for Prices and Incomes, Pay and Conditions of Bus­
men. Cend 3012, Report No. 16, (London: HMSQ, 1966) para. 61 which said that “Establishment figures 
necessarily reflect a historical pattern of service and are therefore a very uncertain measure of 
staff shortage."

9Mulvey et al., ibid., p. 3. emphasise that this listing is neither exhaustive nor mutually 
inclusive but that it serves to demonstrate the general types of skill shortages.
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the Zambian labour market in one form or another.

For an individual firm  the problems of labour shortages can either 

be caused by recruitment d if f ic u lt ie s  in the external labour market or 

a fa ilu re  to retain the necessary labour or both. The firm ’s main 

interest lies  in achieving the desired manning level and i f  th is  is met 

then i t  w ill be in a stock balance (Pettman (e d .) , 1975; Thomas and 

Deaton, 1977; Bartholomew and Forbes, 1979; and Edwards et a l . (eds), 

1979). I f  over time the firm ’ s net manpower losses (wastage) are equal 

to the net inflows (accessions) then i t  w ill be in flow balance irres ­

pective of whether i t  experiences a stock balance, stock shortage or 

stock surplus. The manpower system thus behaves as a Markov chain 

process: the stock in time T is made up of remaining employees from the 

previous period and new accessions over the time interval T-1,T.

For a firm with stock shortage, any attempts to improve the inflow 

or outflows of labour would change the flow patterns (Thomas and Deaton 

1977:15). I t  is also possible for some firms to experience stock 

balances while the whole labour market experiences excess demand which 

may increase labour turnover within such firms and possibly lead to  

recruitment d if f ic u lt ie s .

One major outflow which influence manpower stocks is wastage and 

labour turnover (wastage is that component of manpower losses which 

does not need to be replaced, labour turnover is , on the other hand, 

the other component which needs to be replaced— hence its  expensiveness 

in terms of recruitment, orientation, tra in ing , etc. costs). I t  is 

suggested in the lite ra tu re  (Rice et a l . ,  1950; SHcock, 1954; Hedberg, 

1961; and Young, 1971) that wastage and labour turnover are both 

decreasing functions of increasing age, length of service, and s k ill 

and responsibility; and that they are higher among females than males
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and that they tend to decrease, s lig h tly , when the levels of unemplo­

yment rises. We present evidence in the subsequent chapters which 

shows that some of these predictions are less applicable to the Zambian 

situation, especially in the professional and engineering labour market 

where dynamic labour shortages are experienced.

Labour turnover has been modelled as a social process, with time as 

the major factor influencing the interaction between employee and emp­

loyer characteristics (Rice et a l . ,  1950; Silcock, 1954). Thus losses 

from any cohort of entrants would decline over time in three stages: 

induction c r is is , d iffe re n tia l tra n s it and settled connection. The 

measuring and prediction of labour turnover however presents both theo­

re tica l and practical problems, not least because i t  is very d if f ic u lt  

to predict human behaviour. The crude rate of labour turnover is often 

used (that is the percentage proportion of leavers to average employ­

ment in a given period) without distinguishing between the d iffe ren t 

types of workers involved and between the controllable and uncontro­

llab le  turnover. To lump together employees who are less sk illed  with 

the highly sk illed  or those with less than three months of service with 

those above twelve months would, by any standard, be misleading. As we 

have mentioned above both time and s k ill  influence turnover. I f  the 

labour turnover data are classified  according to homogeneous groups 

according to age, length of service and occupational categories, they 

would be more helpful in showing whether the labour turnover is a 

serious problem— especially i f  the various measures are read jo in tly  

and attention is paid to the trend and not necessarily absolute values 

(van der Merwe and M ille r , 1975).

From an individual company’s perspective the following factors are 

uncontrollable: age retirement, illness, death, pregnancy, and
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retrenchment caused by sudden external factors. In chapter VI we also 

classify the transfer of high-level manpower 1n INDECO to be uncontro­

llab le  fo r they are e ither done by the government or INDECO Central 

with l i t t l e  or no consultation with the affected companies. Voluntary 

leaving (resignations, q u its ), dismissals and, to a certain extent, the 

expiry of expatriate contracts can be classified  as uncontrollable 

variables.

Various studies in the engineering-scientist occupational labour 

market a ttrib u te  the existence of labour shortages in these markets to

the slow changes in the salaries, lengthy train ing periods (in e las tic

supply) and persistent increases in the demand. The f i r s t  major study 

on shortages in the engineering-scientist labour market in the US was 

done by Blank and S tig le r (1957).10 They assumed the market to be 

competitive and thought that under such a market a a shortage would 

exist

when the number of workers available (the supply) increases less rapidly than the
nunber demanded at the salaries paid in the recent past. Then salaries will rise,
and activities which were once performed by (say) engineers tust now be performed 
by a class of workers less well trained and less expensive.

This d e fin itio n  was la te r c ritic ised  by Arrow and Capron (1959) for  

its  reliance on comparing earnings of engineers with those of other 

professional groups in testing the hypothesis—without stating the 

degree of competitiveness of the other markets which were used for 

comparisons. A shortage would, by d e fin itio n , exist i f  the re la tive  

earnings for engineers rise but th is , on its  own, is not su ffic ien t to 

have 'a salary rise shortage’ . Blank and S tig le r are also c ritic ised

l0David H. Blank and George J. Stigler, IM  Demand and Supply of Scientific Personnel. (New
York: National Bureau of Economic Research, 1957), pp. 29-30; cited by Kenneth J. Arrow and William 
h. Capron, “Dynamic Shortages and Price Rises: the Engineer-Scientist Case" in Quarterly Journal of 
Economics. 73, (1959), p. 305.
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for paying too much attention to the trend; a detailed analysis of the 

short-term would have shown that i f  there are imperfections in the 

market, there w ill be considerable lags in the adjustment of salaries  

in response to changes in the demand.

In the Arrow and Capron (1959) model, the existence of dynamic

labour shortages for engineers and scientists in the US in the 1950s

were blamed on salaries adjusting with a lag to a sustained increase in

the demand which continuously exceeded the supply. They, therefore,

defined (p. 301) dynamic labour shortages as

...a steady upward shift in the demand curve over a period of time will produce a 
shortage, that is, a situation in which there are unfilled vacancies in positions 
where salaries are the same as those being currently paid in others of the same 
type and quality.11

They (pp. 301-305) attributed the existence of dynamic labour shortages 

to the following:

(a) a rapid steady rise in the demand;

(b) a low e la s tic ity  of supply (given lengthy train ing periods in 

these occupations) , especially for short periods; and

(c) a low reaction speed necessitated by the prevalence of long­

term employment contracts; the greater job security associated with 

long tenure; the slow diffusion of information due to the labour market 

heterogeneity; and the dominance of a re la tive ly  small number of firms 

in research and development—especially the US government which, in 

1951, accounted for over 50 per cent of the to ta l demand— which could 

slow down salary rises. Under such conditions, any one firm would be 

reluctant to bid up wages in order to a ttrac t more scientists because

11 Richard Jolly, "The Skilled Manpower Constraints" in Charles Elliot (ed), Constraints on the 
Economic Development of Zambia. (Nairobi: Oxford University Press, 1971), pp. 30-1, adopts almost the 
same definition but distinguishes between scarcity, shortage and relative scarcity. He argues that in 
Zambia there was a marked failure by the market system in the years following independence to reco­
ncile the supply of and demand for skilled labour. Then the supply of skilled manpower when compared 
to other resources was the one in shortest supply.



th is  may set o ff a competitive bidding which may end up with no 

substantial improvement in the to ta l supply, except to considerably 

increase the salary b i l l .  The main weakness of the Arrow and Capron 

model is that i t  assumes employers would only adjust through wages. We 

show below that th is  is not always the case as non-wage adjustment 

instruments are usually preferred.

In another study of the engineering-scientist labour market in the 

US, Folk (1970) (cited by W hitfie ld , 1982:234) suggests that because of 

bureaucratic controls, certain salaries were not free to rise in 

response to excess demand ( ’ controlled price shortage’ ) and that new 

entrants to the profession (students) were slow to respond to the 

changes in the salaries because of imperfect inform ation.12 This study 

is largely sim ilar to that of Arrow and Capron for i t  attributes the 

shortage to a lag in changes in the salaries and in e lastic  supply.

On the other hand, Freeman (1971) suggested that shortages in the 

engineering-scientist market were largely due to the lengthy train ing  

periods and that the decision to enter these professions by students 

were based on the starting salaries and not the discounted life tim e  

earnings.13 The cobweb models suggested by Freeman demonstrated that,

12for a literature review of similar studies in the UK, see K. Whitfield, "Professional Labour 
Markets" in John Creedy and Barry Thomas (eds), The Economics of Labour. (London: Butterworth Scie­
ntific, 1982), pp. 219-273. He argues that due to data problems the UK studies could not achieve the 
same econometric sophistication of the American ones. Richardson (1969) found that there had been a 
salary rise shortage of engineers in the UK in the 1950s and early 1960s; but Wilkinson and hace 
(1973) who extended the analysis found that there was neither a 'salary rise shortage’ nor a 'dynamic 
shortage’ of engineers in the 1960s. Later hace (1979) suggested that the market for engineers in the 
UK depicted the characteristics of an internal labour market and not the competitive one as had 
previously been assumed.

13It is recognised, however, in the literature that given the imperfect information on wages 
and opportunities, it is less likely that such students would be in a position to have a detailed 
information on the salaries which obtain in the market even in one geographical area. It is because 
of this that the search theory suggests that both employers and employees would engage in collating 
more data up to a point where the marginal cost equals the returns. See George J. Stigler, 
"Information in the Labor Market", Journal of Political Economy, vol. 70 (supp.), October, 1962, 
reprinted in J.E. King (ed), op. cit., pp. 32-47.
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depending on the e la s tic it ie s  of supply and demand, i t  is possible in 

certain instances, to observe a supply response to an in i t ia l  increase 

in the wage rate to e ither overshoot or undershoot the desired employ­

ment le v e l.14 Mace and Wilkinson (1977) c ritic is e d  the Freeman model 

for the following reasons:15

(a) the results were based on a t r ia l  and error method without a 

coherent underlying theory of how the labour market operates;

(b) the model was susceptible to iden tifica tion  errors: supply and 

demand are both functions of the wage rate and as such single equation 

estimates are lik e ly  to include both demand and supply factors; and

(c) Freeman’ s model was not about the professional labour market 

but about entry to such a market.

To sum up the section, the analysis of the professional labour 

markets suggest that where supply is inelastic  instantaneous increases 

in the demand would give rise to labour shortages and given slow 

changes in the salaries e ither due to heterogeneity of the market or 

in stitu tion a l constraints, such shortages would tend to persist.

2.1.1 Measurement of Labour Shortages

Being a re la tive  concept and that labour shortages are a constant 

feature of many labour markets, its  measurement therefore presents both 

theoretical and practical problems. As we have just seen a defin ition  

of the shortage along the Blank and S tig le r line would make labour 

shortages synonymous with an increase in re la tive  earnings for a

14The cobweb adjustment (where supply overshoots the desired employment) is likely to obtain 
where demand is inelastic but supply elastic, short training periods, and where expectations are 
based on simple extrapolations and not adaptive processes. Incomplete adjustment (where supply 
undershoots the desired employment level) obtains where demand is elastic but supply inelastic, long 
training periods and smaller adaptive expectations coefficients—for details see Freeman (1971).

15J. hace and G. C. G. Wilkinson, “Are Labour Markets Competitive?", British Journal of
Industrial Relations. 15, 1970, pp. 50-63, cited by Whitfield, op cit. p. 235.
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particu lar occupation. In order to test the Arrow and Capron model we 

would need to compare actual supply with actual demand to determine 

whether excess demand exists or not. Because such a d irect comparison 

is not possible, i t  is suggested in the lite ra tu re  that proxies like  

the rate of unemployment or vacancies or a combination of the two may 

be used instead (Mulvey et a l . ,  1975; Hunter, 1978). Direct surveys 

can also be used but th e ir  main weakness is the subjectiv ity  involved 

in constructing and interpreting the questionnaire and the po ssib ility  

of respondents supplying inaccurate information (Deaton and Thomas, 

1977; Hunter, 1978).

Within individual firms, comparing the establishment and the actual 

employment attained may be a misleading measure of labour shortages for 

certain measures like  the recruitment of expatriates in Zambia makes i t  

d if f ic u lt  "to observe d irec tly  the ex ante shortage" (Thomas and 

Deaton, 1977:22) and th is  may give rise to "suppressed disequilibrium" 

(s im ilar to a fa ilu re  to observe a c r it ic a l balance-of-payments 

situation from ex post figures because certain types of 'unsatis­

factory’ adjustments like  import controls were used).16

Archibald (1954) (cited by Mulvey et a l .)  applied the monopsony 

model to show that 'phantom* vacancies can exist in a large company 

(especially publicly owned) which is not prepared to pay more than the 

going wage so as to reduce the problem of labour shortages. A p ro fit  

maximizing monopsonist would employ labour up to a point where the 

marginal cost of labour (MCl ) is equal to the marginal revenue product 

(MRP). When the wage rate is equal to the average cost of labour but 

below the marginal cost of labour, such an employer would be prepared 

to hire more labour at the going rate. "However, since i t  is assumed

16B. Tew, International Monetary Cooperation. 1945-65. (London: Hutchinson University Library,
1965), pp. 59-61; cited by Thonas and Deaton, 1977, p. 22.



that the supply curve of labour is positively sloped, he cannot do so 

since hiring more labour would increase the wage rate. Hence the monop- 

sonist may believe and report that he has u n filled  vacancies on hand.” 

Such vacancies cannot be f i l le d  at the going rate and are therefore 

'phantom* vacancies because they do not a ffect the wage leve l.

Wilkinson and Mace (1973) (cited by W hitfie ld , 1982) in a survey of 

engineers employed in twelve public and private companies in Britain  

found the labour market for engineers to be uncompetitive as "none of

the firms used the salary adjustment as the principal adjustment

mechanism.. . two-thirds of the firms interviewed stated that i f  non­

salary measures were unsuccessful they would leave vacancies un filled  

rather than adjust the salaries that they offered." Thus vacancy sta­

t is t ic s , on th e ir  own, should be further validated where monopsonist

practices may be prevalent.

Attempts by Hunter to measure shortages in west-central Scotland 

found conflic ting  evidence: complaints of labour shortages by employers 

while o f f ic ia l data showed an overall surplus of labour in the sub- 

region. Not only is unemployment d if f ic u lt  to measure but i t  is also 

open to d iffe ren t interpretations, defin itions and classifications in 

d iffe ren t countries. In B rita in , for example, to be c lassified  as un­

employment and seeking work, a person must register at an employment

office  and th is , d e fin ite ly , underestimates the "true" number of the

unemployed (see Hughes and Perlman 1984, ch. 1 for the d ifferen t 

methods of measuring unemployment in B ritain and the US).

The problem of reported vacancy data is that un filled  vacancies 

s ta tis tic s  do not record transactions nor register decisions, but rep­

resent a queue. The size of th is  queue is not real in that those with

unsatisfied demand may duplicate orders or jo in  many queues or give up
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trying altogether. That is , vacancy data understate the true number of 

vacancies:17

1) Not a ll  companies notify  a ll vacancies or type of vacancies, and 

1i) Companies do not always notify  additional vacancies when large or 

open orders already ex is t.

I t  is argued, however, that time series vacancy s ta tis tic s  show the 

changes in the pressure of demand for labour, and that they are re le ­

vant for to ta l figures and not for specific industries or occupations.

To determine the dimension of labour shortages, Hunter did not use 

a d irect method of supply and demand due to the above problems. He 

did, however, use a simple method under which employers were asked a 

series of questions about the d if f ic u lt ie s  of recruitment over a period 

of time, and the consequences of any such d if f ic u lt ie s , including the 

methods of adaptation. He asked employers whether they had recruitment 

problems over the previous two years, and th is  helped to show changes 

in the shortages over time. As indicated above, the main weakness of 

th is  method is i t  subjectiv ity  and the fact that shortages are a rela­

tive  concept. To overcome th is  problem, a number of tests and cross­

checks were used to build up a picture of recruitment d if f ic u lt ie s  by 

industry, occupation and location, and as such, o f f ic ia l and survey 

data were used side by side.

Hunter’ s emphasis was on actual and experienced d if f ic u lt ie s , and 

not the hypothetical shortage which would be d i f f ic u lt  to substantiate, 

and was achieved by distinguishing between two aspects of labour 

shortages:

(a) Under-manning: existing capital equipment is undermanned as

17United Kingdom, Department of Employment, Employment Gazette. March 1974; cited by Hunter 
(1978), p. 16
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compared with the manpower needs for current production of goods and 

services;

(b) Anticipated future demand (the ex ante under the Thomas and Deaton 

model): th is  would require new investment to test its  re a lity ; I . e . ,  

new investment in future is seen to have no adequate supplies of 

labour.

2.1 .2  Effects of labour Shortages

Since labour combines with other factors in the production process, 

th is  makes i t  d if f ic u lt  to identify  clearly the effects  of s k ill  shor­

tages. However, where s k ill shortages are pronounced, the resultant 

effect on output and its  quality , delivery period and Investment may 

become obvious. For example data from Hunter (1978) presented in table

2.1 below show that the main e ffec t of labour shortages were: 

lengthening the delivery period, actual reduction in output, reducing

Table 2.1 Effects of Recruitment D iffic u lty

Type of Effect Experienced Number of cases reported Percent

Actual reduction in output from
previous levels 45 35

Had to turn down desirable orders 21 16
Delivery periods lengthened 71 55
Orders lost due to long delivery dates 28 22
Postponement or curtailment of investment 9 7
Short in "key occupation" prevented

expansion of other employment__________________ 29_________________22

Note: Percent are those affected out of N = 130,

Source: L. C. Hunter (with P. B. Beaumont), Labour Shortages and Man­
power Policy (London: Her Majesty’ s Stationery Office for the 
Manpower Services Commission, 1978), table 3.2 , p .19
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expansion of employment (of supporting labour), losing orders due to 

long delivery periods, etc. Recruitment d if f ic u lty  however seem to 

have had l i t t l e  e ffec t on investment in west-central Scotland.

In underdeveloped countries, one major e ffec t of s k ill  shortages 

in the local labour market has been to increase the reliance on expat­

r ia te  s k ills . These however have a negative impact on the balance of 

payments and tend to d is to rt the economic structure and growth 

potential of the affected economies (see chapter IV ).

2.2 ADJUSTMENTS TO LABOUR SHORTAGES

Since labour shortages are a supply or demand problem (or both) i t  

follows therefore that adjustment policy instruments have to influence 

both the supply of and demand for labour. Thomas and Deaton (1973 and 

1977) formulated the cost-minimization model (CMM) which sought to show 

that employers would choose a blend of adjustment instruments which are 

least expensive.18 The model was then applied to three occupational 

labour markets: bus drivers, draughtsmen and teachers.19 The various 

adjustment instruments suggested in table 2.2 seek to achieve the 

following:

(1) to reduce the desired to ta l man-hours;

18The X-efficiency theory of Harvey Leibenstein, "Some Aspects of the X-inefficiency Theory of 
the Fire", Bell Journal of Economics, vol. 6, Autumn 1975, reprinted in King (1980) suggests that 
firis do not perform as effectively as they could and there is no reason to suppose therefore that 
they will choose the least expensive adjustment policies. Besides the cheapest, say in the short-run, 
»ay not be in the best interest of the fine in the long-run.

19Thomas and Deaton chose these occupations because two of then belong to the highly qualified 
white-collar labour force and involve a greater investient in training and thus greater occupational 
attachment; it was both conceptually and empirically convenient to study a well defined group with a 
high degree of homogeneity--bus drivers and teachers. The draughtsmen market was chosen for its lack 
of standardized job content across industries and plants which has given rise to different employers 
changing job content and job titles in response to labour shortages in this particular labour market.
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(2) to increase the average hours worked (supplied) per worker;

(3) to reduce the outflows of labour; and

(4) to increase the inflows of labour.

While the main objective of the various instruments is to influence 

both the supply of and demand for labour, only instrument type 1 seek 

to a ffec t demand by reducing the to ta l man-hours required, a ll  the 

other Instruments seek to influence the supply. Given such a diverse 

set of adjustment instruments firms would, under conditions of limited  

information, pick a mixture of those considered to be e ffective  and 

least expensive. The use of d iffe ren t instruments is necessitated by 

the fact that one instrument, on its  own, may not be enough to deal 

with the problem of labour shortages.

Because of constraints (trade unions, technical, organizational, 

government policy, e tc .) attempts to eliminate an ex ante shortage may 

f a i l  and we would thus have a residual adjustment. I t  follows then 

that certain measures may seek to eliminate the shortage while others 

only suppress i t .  The measures which seek to elim inate the shortage 

are referred to as permanent measures which, once implemented, are 

d if f ic u lt  to remove and are rarely reversed. What comes to mind here 

is long train ing  in a given occupation or pay increase awards which 

are rarely rescinded.

Temporary measures like  raising the retirement age or reducing the 

hiring standards are used e ither because the permanent measures take 

time to implement or where a firm is uncertain about the outcome of a 

given instrument.20 The costs which a firm has to minimise relate to 

both the permanent and temporary instruments. While the costs

20Where a temporary or residual adjustment is used for a long time it may become permanent, 
e.g. the use of over time and non-running of certain scheduled bus services in passenger transport 
industry are cases in point, see Thomas and Deaton, pp. 24-5 for a detailed discussion.
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associated with a wage or recruitment campaigns in permanent 

instruments are easier to measure, those associated with reduced hiring  

standards take time to be f e l t  and may therefore be d if f ic u lt  to 

measure fo r they may manifest themselves as "reduced productivity, poor 

time-keeping, higher absenteeism or turnover, or reduced quality  of 

output."21

On testing th e ir  model, Thomas and Deaton (p. 194) found i t  to be 

robust enough " . . . t o  include a ll  questions relating to the acquisition 

and u tiliz a tio n  of labour even in the absence of shortage." However 

they found that the CMM hypothesis had lim ited a p p lic ab ility  fo r they 

conceded (p. 195) "we could find no mechanism whereby such diverse 

adjustments as pay, capital substitution, and recruitment costs were 

compared as i f  they were a lternative  ways of achieving the same end." 

They attributed th is  to the problems of organizational structure and 

the uncertainty which makes firms confine themselves to the tried  and 

fam ilia r methods.

However, Thomas and Deaton found that in none of the three markets 

did pay changes appear, at the market level, to be an exclusive or even 

a dominant adjustment process. This, they argue, is due to the cons­

tra in ts  and expensiveness associated with the instrument. In the 

Hunter study employers in the engineering industry were asked to rank 

the various methods used in adjusting to recruitment d if f ic u lty  

according to th e ir  success in easing the problem. For technical (non- 

managerial) s k ills  the following methods (from the most to the least 

successful) were used: increasing on-the-job tra in in g , overtime, and

21Under the cost-niniaizing nodel, the f in ’s task is to minimise the discounted present value 
of the costs associated with a chosen plan; choose the discounting factor; and be prepared to revise 
the estiiates as wore intonation become available or circuistances change. It is further suggested 
that fins lay not follow a cost lininisation strategies given the divergence of goals at the diffe­
rent levels of Management; uncertainty about particular instruments make adoption of risk avoidance 
strategies necessary; and constraints on certain policy actions. See Thomas and Deaton, pp. 20-21.



-86 -

apprentice intake, respectively, and improving working conditions. For 

skilled  workers: more overtime, on-the-job-train ing, improving working 

conditions, and subcontracting the work requiring shortage labour. 

Among the semi- and unskilled labour, the most common methods of adjus­

tment were upgrading less-skilled  workers, use of part-time/temporary 

labour, and improving the working conditions. By and large, Hunter 

found that increased use of overtime, on-the-job tra in ing  and improved 

working conditions ranked highly among the responding firms, while the 

reduction in the standards and increases in re la tive  earnings ranked 

lowly. Since Hunter, unlike Thomas and Deaton, used the conventional 

theory of the labour market, he admits that such findings were quite 

surprising.

That supply adjustment methods were used more often made Hunter (p. 

45) to formulate a tentative hypothesis that: "...when faced with

d if f ic u lt ie s  firms w ill begin by operating on the supply side, but that 

the more pressing the problem, the greater the likelihood they w ill be 

encouraged to think in terms of demand adjustments." This may, espe­

c ia lly , be the case where the minimum quality  of output is  

specified— as was the case in the markets of teachers and drivers (in  

the Thomas and Deaton study) where most of the e ffo rt was directed 

towards expanding the supply and not a ltering the demand for labour

Both Thomas and Deaton, and Hunter argue that the use of supply 

instruments and not demand ones may be necessitated by technical, ins­

titu tio n a l and high costs associated with the la t te r . This led Hunter 

(p. 45) to speculate the implications of such findings:

It is possible, for example, that the use of supply adjustment methods in the case 
of skilled labour is less appropriate for technological reasons, or less 
acceptable perhaps to the trade unions who may object to increases in appre­
nticeship and upgrading or the use of temporary or retired labour. It may also be 
that the relative unimportance of increases in relative earnings for shortage 
categories is due to the sheer difficulty of changing internal earnings or rates 
differentials, certainly on a long term basis. Any such change might immediately
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be used as a bargaining lever for other groups in the plant--shortage or not—with 
the result that the whole earnings structure would rapidly be lifted to a new 
higher level.

Thus costs were found to play a very Important role in choosing 

the adjustment instruments. For example, with regard to the shortage 

of particu lar types of teachers Thomas and Deaton found that given the 

uniform pay structure of the teaching profession, i t  was not possible 

to raise the pay of maths and science teachers without raising the pay 

of the whole profession.

Despite these problems, Hunter points out that i t  is possible, 

within certain lim its  "to make d iffe re n tia l changes in working 

conditions designed to prove more a ttrac tive  to new labour or more able 

to retain existing employees." I t  follows therefore that firms would 

be forced to adopt measures which are feasible and generally acceptable 

to the employees: overtime, on-the-job train ing and better working 

conditions. And because of the existence of internal labour markets or 

other in stitu tio n a l constraints, firms may respond to external market 

pressures by giving disguised wage increases in the form of merit pay 

(Mulvey e t. a l , 1975).

Since the affected firms were not keen to reduce the hiring  

standards, Hunter wondered as to whether " ...f irm s  in the region have 

become too in fle x ib le  as a result of long-term labour surplus in the 

majority of occupations? or . . .  technological or production reasons . . .  

which mean that a lowering of hiring standards w ill result in higher 

costs through greater wastage of materials, poor quality  output and so 

on." Although Thomas and Deaton also recognise these problems, they 

further argue that where the e la s tic ity  of demand with respect to 

quality is low, a deterioration in the quality of output may be more 

acceptable than where the e la s tic ity  is high. For example, because the
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quality of bus services is very apparent as opposed to the quality of 

education, employers in the la tte r  case could le t  the teacher-pupi 1 

ra tio  f a l l  but in the former case, cancellation of services or poor 

trained drivers could force the public to switch to other alternative  

means of transport.

A ll said, the most successful adjustment methods seem to be 

increased supply (increased on-the-job tra in ing , increased apprentice 

intake and increased overtime) than changes in the demand for labour.

2.2.1 MANPOWER PLANNING

Our analysis so fa r  suggests that neither increasing wages nor 

reducing hiring standards are, on th e ir  own, su ffic ien t to deal with 

the problems of s k ills  shortages. In the case of the former, in f la ­

tionary pressures may follow and in the case of the la tte r  output

quality may suffer. For these reasons, a comprehensive approach to the 

problems of s k ill shortages and management of human resources through 

manpower (human resources) planning is needed.

Being a re la tiv e ly  new concept,22 manpower planning has yet to be 

adopted by many companies. I t  has been shown that many companies do 

l i t t l e  to anticipate staffing  bottlenecks; and those who do confine 

themselves to high-level occupational categories like  technical and

management (Doeringer and Piore, 1973). Under conditions of sk illed

manpower shortages the main purpose of manpower planning would be to 

try  to ensure that the present and future manpower requirements (both

22In a recent survey of its corporate members on human resources practices, the Institute for 
Personnel Management (IPM), "Follow up to the IPM Statement on Human Resource Planning, Initial Ana­
lysis of Survey Results", (London: IPM, 1988) found that although a large majority of the respondents 
obtained business benefits (improving identification of training needs, achieving more appropriate 
staffing levels and improving management development which led to improved productivity) from opera­
ting manpower planning, the main obstacle to formalized manpower planning practices was the low 
priority given to planning compared with immediate management concerns.
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in terms of s k ill  composition and numbers) are adequate so as to 

realise organizational objectives. Such an approach would minimise 

crises-management and ad-hoc decision making processes in the 

management of human resources. —

The theoretical framework for planning human resources is repre­

sented in figure 2.1. From the various stages, what becomes apparent 

about the benefits to be had from formalized planning is its  emphasis 

on basing decisions on detailed knowledge and understanding of both the 

external and internal environments. And since i t  is an on-going 

process which is constantly revised so as to take into account changes 

in circumstances (or as new information becomes availab le ), its  value 

in adjusting to labour shortages and managing human resources cannot be 

over emphasised.

I t  is recognised (Silcock, 1954; Clowes, 1973; Randell, Packard and 

Slater, 1984) that a worker-employer relationship involves "managing 

the interaction between what is inside people, ie human capacities, 

inclinations and needs; and what is within work, ie the quantity of 

output and the satisfaction that people get from th e ir  job." Failure 

to achieve a balance between employee and employer (job) charac­

te r is tic s  may result in problems of alienation or co n flic t and th is  may 

give rise to lower job satisfaction and consequently to higher labour 

turnover. I f  a reasonable balance is achieved workers may be motivated 

and th e ir  productivity enhanced. In terms of figure 2.1 , an analysis 

of the current s k ills , numbers employed, wastage, working practices, 

sales and p ro fit targets, e tc ., would help a firm  diagnose the status 

of th is  relationship and help i t  determine whether its  overall 

objectives are lik e ly  to be achieved; i f  not, adopt policy actions 

which would prove beneficial to both the firm and the employees.
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Figure 3.1 II Framework for te n n e r Planning Process.

STAGES EXTERNAL INTERNAL ORGANIZATIONAL COMMERCIAL

1, INVESTIGATION
STOCK-TAKE

External Supply 
Government Action 
Education trends 
National econony
“ " X U

Wastage Analysis 
Numbers employed 
Retirements 
Current skills

1 -------------

Incentive Schemes 
Method Study 
Working Fractices 
Culture
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Production 
Profit targets
Harke

2, FORECASTING

plans

DEMAND
3. PLANNING 

ADJUSTMENTS
->PLAN FOR

Recruitment Retirement
Training and retraining Redundancy
Promotion Industrial Relations
Renumeration Accommodation
Development Organizational development
Costs Productivity

FEEDBACK MANPOWER UTILIZATIONMONITORING

Source: J. Branham, Practical Manpower Planning, 3rd ed,, (London: Institute of Personnel 
  M a n a g e m e n t,'IS iy ir
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The supply of and demand for labour services in manpower planning 

can be thought of 1n terms of the two-gap theory (Yotopoulos and 

Nugent, 1976): both quality (s k ills )  and quantity (numbers) should be 

of the required level i f  the problem of labour shortages is to be 

avoided. I t  follows therefore that in forecasting and planning man­

power, particu lar attention must be paid to the type of the manpower 

gap iden tified  so that a manpower plan can be addressed to reducing the 

gap. But since forecasts are statements about the future based on the 

assumption that certain conditions w ill hold; and planning seeks to 

choose between alternatives and deliberately a ffec t the conditions on 

which the forecasts are based (Youdi and H inch liffe , eds, 1985:22) i t  

follows that there are competing means to reduce the problems of man­

power shortages. This is illu s tra ted  in table 2.2 above. Manpower 

planning thus seeks to minimise the costs associated with labour shor­

tages and the costs associated with adopting a particu lar adjustment 

strategy—that is , take into account both the internal and external 

factors which influence the costs lik e ly  to be incurred by the firm .

In particu lar Colclough (1972) has suggested that the inherent 

assumption in many manpower plans in Africa that train ing (job-based) 

was complementary to formal education is not borne out by empirical 

evidence for particu lar occupational groups. 23 For example, drawing on 

evidence from Zambia, he demonstrated the negative relationship between 

train ing and education within occupational groups (those highly 

educated would need less train ing a fte r joining a given company) but a 

positive relationship across the occupational hierarchy (the higher one 

goes up the occupational hierarchy, the higher w ill be both the levels

23For a discussion of how the newly industrialised countries (NICs) of Asia--Singapore, Hong 
Kong and Taiwan--use internal training to restructure their industrial structures and thus remain
competitive, see Bernard Salome and Jacques Charles, In-service Training: Five Asian Experiences.
Development Centre Studies, (Paris: OECD, 1988)
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of educational attainment and train ing required). He defines education 

to mean the number of years spent in formal school-university educa­

tional system, and train ing as any courses (in  months) an employee 

undertakes a fte r  joining a given company (or on-the-job tra in in g ).

The foregoing implies that within a given occupational category, 

train ing and education (as Colclough defined them) can substitute each 

other in the formation of s k ills  but that across occupations, they are 

complementary. Because recruiting highly educated personnel would 

reduce the costs of train ing incurred by the employers (given the subs­

t itu t io n ) , evidence from Colclough suggests that employers tended to 

pay more for educational attainment than they did for tra in ing . As a 

consequence employers tended to in fla te  the educational requirements so 

as to reduce the potential tra in ing costs. We demonstrate, in chapter 

VI that such an insistence on unreasonable higher levels of educational 

attainment are major factors in the incidence of labour shortages in 

the high-level manpower occupations.

Colclough’ s d istinction between train ing and formal education is 

both confusing and lim iting . That is , i f  an employer sends an employee 

with a bachelors degree for a higher degree, that would constitute  

tra in ing . I f ,  on the other hand, the employer recruits another 

employee with a higher degree already that would constitute formal 

education (and not tra in in g ). That those with higher levels of educa­

tional attainment require l i t t l e  or no train ing (in ternal or formal) 

is , in i t s e lf ,  not surprising for in the formation of general s k ills ,  

train ing and formal education may become synonymous. For lower level 

occupations and manual s k ills , on-the-job (in te rn a l) train ing may be 

the best method in forming the s k ills  which have a higher degree of 

sp ec ific ity  both to the jobs performed and the technology used. Thus,
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1n the fin a l analysis, Colclough’ s suggestions can be reduced to 

internal versus external formal train ing.

As we have demonstrated above, i f  the iden tified  manpower gap is of 

s k ill shortages, a manpower plan may seek to address th is  problem by 

either increasing internal or external formal tra in ing (or both), 

increasing recruitment ( i f  the problem is not of recruitment d if f ic u lty  

in the local labour market), redesigning jobs so that less sk illed  

labour can substitute more sk illed  labour, improving working conditions 

(without upsetting the pay structure), etc. As a ru le, the blend of 

the policy instruments chosen w ill depend on the circumstances of the 

company, costs involved, and the nature and extent of the problem at 

hand.

I t  is because the problems of labour shortages are e ither supply or 

demand, internal or external factor, etc. that Birks and Fyfe (1984 and 

1987), and Fyfe (1988) have suggested the diagnostic approach to 

manpower planning—especially in the underdeveloped countries. They 

suggest, for example, that manpower problems (in  column B of table 2.3) 

may be caused by economic slowdown (especially unemployment and 

provision of tra in ing  fa c i l i t ie s ) ,  a rapid growth of the parastatal and 

public sectors without regard to the organizational capacity and e f f i ­

ciency of the local manpower (dynamic labour shortages), poor 

recruitment and retention policies, etc. The suggested adjustment 

instruments in column D are sim ilar to those already discussed above.

Evidence presented so fa r (and in chapter IX) suggests that i t  is 

not that the causes for manpower shortages are not always known but 

that there are particu lar in stitu tion al and other constraints which 

make i t  d i f f ic u lt  to implement the necessary remedial actions. For 

example, while many INDECO subsidiary companies recognize that the
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ZIMCO pay structure and grading system to be in fle x ib le  and 

bureaucratic (and thus makes i t  d if f ic u lt  to a ttrac t and retain some of 

the necessary s k il ls ) ,  there is very l i t t l e  they can do as individual 

companies to correct i t .  However, where the diagnosed problem can be 

addressed in tern a lly , the diagnostic approach would prove very 

invaluable.

In case studies of seven companies on manpower planning undertaken 

by the Manpower Services Commission (OMSC) and the National Economic 

Development Office (NEDO) in 1978, i t  became apparent that the main 

feature of manpower planning is its  systematic approach to manpower 

management, whereby the regular monitoring of employment information 

makes i t  possible to forecast the future manpower requirements. Such 

forecasts are then used in the formulation of policies and deciding on 

such matters as recruitment, selection, development, deployment, u t i l i ­

zation and retention of personnel. Evidence from these case studies 

suggests that a fundamental requirement for e ffective  manpower planning 

is a fa ir ly  accurate and detailed information system which would make 

i t  possible to monitor manpower trends, help relate business a c tiv itie s  

to available manpower and highlight any problem areas.

The major objectives of manpower planning in the seven companies

studied were found to be the following (OMSC/NEDO, 1978:6-7):

(a) to increase s ta b ility  of employment over the trade cycle;

(b) to provide for future sk illed  labour requirements and give an

indication of train ing needs;

(c) to ensure that adequately qualified  and experienced manpower was 

available to f i l l  managerial posts and to match individuals 

correctly with appropriate vacancies in the organisation;

(d) to improve effic iency in the u tiliz a tio n  of manpower; and



(e) to monitor and control manpower levels and costs.

I t  has to be recognised however that the above listed  objectives 

present a co n flic t between short-term financial pressures and long-term 

performance needs which require a retention of a sk illed  and 

experienced workforce (labour hoarding). However, evidence from the 

survey suggests that i t  is possible to maintain a reasonable balance 

between the conflicting  objectives. I t  is because of its  comprehensive 

nature that manpower planning has been defined as "a strategy for the 

acquisition, u tilis a tio n , improvement and retention of an enterprise’s 

human resou rces. “ 2 4

2.3 CONCLUSION

In th is  chapter we have examined the theoretical background and 

review the lite ra tu re  on labour shortages at the micro level. In 

particu lar we looked at the concept of s k ill and distinguished between 

direct and symbolic knowledge components of a s k i l l .  We demonstrated 

the importance of having embodied and disembodied knowledge in an 

organization. What comes out of th is  chapter is the fact that labour 

shortages, being a re la tive  concept, are a constant feature of any 

labour market and that they have always existed in one form or another. 

I t  follows then that we can only ta lk  of a shortage i f  we have a 

particu lar wage rate, quality and quantity of labour required in mind.

We demonstrated the theoretical and practical problems associated 

with measuring labour shortages. In particu lar, we showed that some 

models defined occupational labour shortages as being synonymous with

24United Kingdom, Department of Employment, Company Manpower Planning. Manpower Papers No. 1, 
(London: HMSO, 1974), f irs t published 1968, p. 2.
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an Increase in the re la tive  earnings of that occupation (salary rise  

shortage); others a ttrib u te  i t  to a slow adjustment in the salaries and 

inelastic  supply in the wake of a continued Increase in the demand 

(dynamic labour shortages) and others to bureaucratic controls in 

adjusting the salaries (price control shortage). These various models 

suggest therefore that labour shortages are caused e ither by inelastic  

supply (which cannot match the rate at which demand increases) or 

in flex ib le  wage rates or both. The 'salary rise shortage’ has however 

received a lo t of critic ism  for its  equating a salary rise of a given 

occupation to a shortage.

Employers often forecast the future supply and demand for labour 

and i f  an ex ante shortage is id en tified , there are various adjustment 

instruments which they can adopt to deal with the problem. However, 

th e ir  choice of the adjustment instruments would be governed by the 

costs involved, the state of the internal and external labour markets, 

government policy and other in stitu tion a l constraints like  bargaining 

procedures with the trade unions. But since i t  is not possible in 

practice to compare the d iffe ren t adjustment instruments in d e ta il, the 

cost-minimization model suggested by Thomas and Deaton was found to 

have l i t t l e  ap p lica b ility  in practice.

However, empirical evidence reviewed in th is  chapter shows that 

because of formidable constraints and costs associated with demand 

adjustment po lic ies, many firms prefer using non-wage adjustment 

instruments which seek to increase the supply of labour. That changing 

wage rates is not the predominant adjustment to labour shortages have 

led some to question the v a lid ity  of the neo-classical theory in 

solving practical problems. While the empirical evidence presented in 

th is  chapter emphasise the importance of non-wage adjustment, i t  does
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not suggest a preclusion of changes in re la tive  earnings where i t  is 

feasible. But we argue la te r in the thesis that in INDECO and ZIMCO, 

there has been a tendency to over-emphasise the supply aspects and to 

lower hiring standards in response to recruitment d if f ic u lt ie s  in the 

local labour market with l i t t l e  or no mechanism for adjusting wage 

rates in the short-term so as to a ttrac t and retain the necessary 

skilled  and professional labour.

Given the costs and constraints involved in adjusting to labour 

shortages, we suggested that adoption of manpower planning, where 

adequate manpower data exists, would prove beneficial to many firms, 

shortage or not, for i t  would help firms to make informed manpower 

decisions which are considered and based on the understanding of both 

the external and internal factors. In anticipating future problems, 

manpower planning is essential, especially for those companies which 

experience labour shortage, as i t  seeks to find solutions to the an ti­

cipated problems well before they come to fru itio n . While i t  is not 

possible to predict human behaviour with a high degree of certa in ty, a 

rough knowledge of the nature and/or scale of the problem is , never­

theless, quite useful and benefic ial. Since the external environment 

influences internal company environments we endeavour, in the next two 

chapters, to analyse the economic and labour market environments in 

which INDECO operates. Later we consider how these account for the 

incidence of manpower shortages experienced in INDECO companies.



CHAPTER I I I

THE ZAMBIAN ECONOMY: STRUCTURE AND PERFORMANCE 

IN THE POST-INDEPENDENCE PERIOD

3.0 INTRODUCTION

In recent years the Zambian economy has been characterized by 

fa llin g  liv ing  standards, rising in fla tio n  and unemployment levels, 

foreign exchange constraints and external debt problems. This 

contrasts with the boom and prosperity of the 1960s and early 1970s 

which was generated by high world copper prices. With the f a l l  in 

world copper prices in 1975, the economy has continued to experience 

structural problems. These d if f ic u lt ie s  have had a te llin g  e ffec t on 

business confidence, operations and expectations. Without resorting to 

a lo t of de ta il we present evidence in th is  chapter which demonstrate 

the extent to which fa llin g  export earnings have adversely affected  

economic growth in Zambia. Like in chapter I  we examine the impact of 

low production in the agricultural sector and thereby demonstrate why 

i t  is not possible to shield the domestic sector from external flu c­

tuations in the price of copper (and fa llin g  export earnings).

We begin by reviewing the performance of the economy and its  

structure in the post-independence period. In section 3.2 we examine 

evidence on how fluctuating and fa llin g  export earnings deter economic 

growth. We discuss the role of government policies towards the

agricultural sector in section 3.3.
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3.1 THE ECONOMIC PERFORMANCE INDICATORS AND STRUCTURAL CHANGES.

The economic structure determines the productive capacity of any 

country. In Zambia, the fa ilu re  to a lte r  the d u alis tic  character of 

the economy (that is , copper mining and auxiliary  a c tiv it ie s  not only 

dominate the modern sector but also co-exist with the subsistence and 

trad itio na l agriculture of the rural sector) is largely responsible for 

the current economic problems. The agricultural and industria lization  

policies both neglected domestic production in preference to imports 

but with the rise in the cost of imports and fa llin g  export earnings, 

shielding the domestic economy from the adverse effects of the external 

sector has not been possible.

3.1.1 ECONOMIC PERFORMANCE INDICATORS

Table 3.1 demonstrates that while GDP (a t constant 1970 prices) 

grew at an average annual rate of 8.15 per cent between 1965 and 1970 

(actually  between 1964 and 1970 the average annual growth rate was 10.6 

per cent), i t  f e l l  to 2.45 per cent between 1970 and 1975. Between 

1975 and 1980, GDP fe l l  at an annual rate of about 0.25 per cent. This 

trend however reversed between 1980 and 1984. When GDP is adjusted for 

the changes in the terms of trade, table 3.1 shows that i t  fe l l  at an 

annual rate of about 1.7 per cent between 1970 and 1984— a fa l l  of 

about 26 per cent over the period (a t 1980 constant prices, GDP adju­

sted for terms of trade fe l l  at an average annual rate of about 2.33 

per cent between 1970 and 1986, see table A2.1 in appendix I I ) .  Such a 

fa l l  in real GDP, coupled with a rapid annual population growth rate of 

3.7 between 1970 and 1985 has had a severe negative impact on real per 

capita income— i t  f e l l  at an annual rate of about 3.47 per cent over
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the same period (1970-85).

I t  is not d if f ic u lt  to see why GDP and per capita income fe l l  as 

they did over the post-independence period: real gross fixed capital 

formation (GFCF) f e l l  at an average annual rate of about 6 per cent 

between 1970 and 1985; and as a proportion of GDP, in real terms, i t  

f e l l  from 29 per cent in 1970 to 3 per cent in 1985. The government 

sector which accounts for a lo t of the economic a c tiv ity  in Zambia did 

not escape the decline either: its  budget position, in real terms, fe l l  

from a surplus of K97 m illion in 1970 to a d e fic it  of K189 m illion in 

1985— equivalent to an annual increase in the d e fic it  of 20 per cent. 

The proportion of government capital expenditure to to ta l expenditure 

fe l l  from 21 per cent 1n 1973 to 13 per cent in 1983. The high figure  

for 1985 is not for new infrastructure but for repairs of past stock.

The standards of liv ing  have, in addition to the rapid population 

growth rate, been adversely affected by the high in fla tionary  pressures 

experienced in the economy. For example, from 1975 onwards, the annual 

rate of in fla tio n  (table 3.1) has ranged from 18.38 per cent between 

1975 and 1980 (using the GDP defla tor) to 32.58 per cent between 1980 

and 1985 using the wholesale price index. On the whole, between 1970 

and 1985, the annual average rate in fla tio n  has ranged from 24.67 to 

44.33 per cent, depending on the index one is considering.

With regard to the balance of payments, table 3.2 demonstrates that 

from a surplus of US$108 m illion in 1970 on the current account, i t  

reached a d e fic it  of US$721 m illion in 1975 (equivalent to an annual 

f a l l  of about 153.52 per cent). The d e fic it  s lig h tly  improved to 

US$537 m illion  in 1980 (a marginal surplus of US$37 m illion was 

registered in 1979), US$204 m illion in 1985 and a surplus of US$21 

m illion in 1987.
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Table 3.2 Gross National Product. Foreign Debt and International Transactions: 1970-1987
in Millions of United States dollars.

1970 1975 1980 1981 1982 1983 1984 1985 1986 1987

national Foreign Debt: 
Long-ter» debt 653 1263 2274 2282 2423 2604 2716 3203 3782 4354
Use of IHF credit 0 89 393 731 635 666 698 762 825 957
Short-teri debt - - 586 611 648 514 433 676 1018 1089
Total Debt stocks (EDT) - - 3253 3624 3705 3784 3847 4641 5625 6400

Econoiic Aggregates:
Gross Nat’ l Product (GNP) 1742 2271 3595 3901 3637 3146 2539 2278 1411 1914
Exports (XGS) 999 880 1625 1169 1079 1025 973 867 732 955
Iiports (MGS) 745 1474 1986 1826 1616 1286 1090 1043 1170 979
Interna*1 Reserves (RES) 515 166 206 142 157 137 55 201 72 111
Current Account Balance 108 -721 -537 -734 -565 -271 -153 -204 -391 21

Public and Publicly Guaranteed
Debt
Outstanding and
disbursed (DOD) 623 1143 2187 2232 2379 2580 2693 3203 3782 4354

Principal Repaynents 35 49 182 199 92 50 56 52 76 73
Interest Pay«ents (INT) 29 47 107 94 84 75 59 43 64 56
Total Debt Service (TDS) 64 96 289 293 176 125 114 95 140 129

Analytical Ratios (%):

Total External Debt
EDT/XGS - - 200.2 309.9 343.5 369.3 395.5 535.3 768.4 670.2
EDT/GNP - - 90.5 92.9 101.9 120.3 151.5 195.2 398.6 334.4
RES/EDT - - 6.3 3.9 4.2 3.6 1.4 4.3 1.3 1.7
RES/MGS (Months) 8.3 1.3 1.2 0.9 1.2 1.3 0.6 2.3 0.7 1.4

Public and publicly guaranteed
DOD/XGS 62.3 129.8 134.6 190.9 220.6 251.8 276.8 369.5 516.7 455.9
DOD/GNP 35.7 50.3 60.8 57.2 65.4 82.0 106.0 134.7 268.0 227.5
TDS/XGS 6.4 10.9 17.8 25.1 16.3 12.2 11.8 10.9 19.1 13.5
TDS/GNP 3.7 4.2 8.0 7.5 4.8 4.0 4.5 4.0 9.9 6.7
INT/XGS 2.9 5.3 6.6 8.0 7.8 7.3 6.0 4.9 8.8 5.9
INT/GNP 1.7 2.1 3.0 2.4 2.3 2.4 2.3 1.8 4.5 2.9
RES/DOD 82.7 14.5 9.4 6.4 6.6 5.3 2.0 6.3 1.9 2.5

Source: World Bank, World Debt Tables: External Debt of Developing Countries. 1988-89 edition, 
vol. I I ,  Country Tables, (Washington: World Bank, 1988), pp. 438-441
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More importantly, table 3.2 demonstrates the increase in the 

external debt between 1970 and 1987—most of which was to meet the 

export earnings s h o rtfa ll. At more than US$6 b illio n  in 1987, the 

extent to which external debt further complicates the foreign exchange 

problems and investment is obvious. In percentage terms, the 

proportion of to ta l external debt to to ta l exports rose from 200.2 per 

cent in 1980 to 768.4 per cent in 1986 and 670.2 per cent in 1987. In 

relation to GNP, i t  rose from 90.5 per cent in 1980 to 398.6 per cent 

in 1986 and 334.4 per cent in 1987. Table 3.2 also shows that Zambia’ s 

international reserves are very small (actually according to the Bank 

of Zambia s ta tis tic s , net foreign assets have increasingly been

negative since 1975) in relation to to ta l debt stock (EDT), public and 

publicly guaranteed long-term loans (D0D) and imports (MGS)— in terms 

of the months in which the reserves can pay for the imports. The

public and publicly guaranteed loans component outstripped GNP from 

1984 onwards.

Table A2.1 in appendix I I  demonstrates that, except fo r 1972, 1974, 

1982 and 1986, export earnings have been fa llin g . And when such export 

earnings are deflated by the index of import prices (capacity to 

import— C T I), they have been fa llin g  at a rate of about 4.6 per cent 

per annum between 1970 and 1986. The same table also shows that while 

the prices of exports increased at an annual average rate of about 0.2 

per cent over the same period, those of imports rose at an annual rate 

of about 22.5 per cent. As a consequence the terms of trade fe l l  at an

annual rate of about 5.0 per cent. The net result of a ll  th is  was to

reduce gross domestic saving from K1.064 m illion in 1974 to minus K28 

m illion (a t 1980 prices) by 1986.

From the economic indicators considered so fa r , i t  becomes clear
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that a combination of fa llin g  export earnings, fa llin g  gross fixed 

capital formation, rapid population growth, deteriorating terms of 

trade, rising debt burden and in flationary pressure, etc. have a ll 

contributed to a f a l l  in the national income and consequently the 

standards of liv in g .

3 .1.2 CHANGES IN THE ECONOMIC STRUCTURE

In terms of sectoral contribution to GDP, table 3.3 demonstrates 

that mining and quarrying contributed about ha lf of GDP in 1964; with 

the other sectors contributing the other ha lf. By 1970 its

contribution had fa lle n  to 36.6 per cent; 29.8 per cent in 1975; 28.1 

per cent in 1980 and 29.6 per cent by 1984. Thus the re la tive

contribution of mining and quarrying sector to GDP has been declining. 

However, in absolute terms, the fa l l  in the re la tive  contribution of 

the mining sector does not mean diminished Importance in the economy. 

For example, while agricultural and manufacturing sectors grew at

average annual rates of 2.4 and 3.1 per cent, respectively, between

1970 and 1975; the mining sector registered negative growth over the 

same period of about 1.7 per cent per annum. But the contribution of 

the mining sector at nearly 30 per cent from 1970 onwards contrasts 

with that of agriculture and manufacturing with each contributing below 

12 per cent of GDP.

Thus to-date, the mining sector s t i l l  remains the dominant sector 

of the economy. Such dominance is further strengthened by its  role as 

the major earner of foreign exchange and determinant of the exchange 

policy of the government. The decline in its  re la tive  contribution to 

GDP has not been as a direct result of government policy of d iversi­

fying the economy but rather, the result of external factors.
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Bhagavan (1978) argues that th is  decline was against the wishes of the 

government. In a nutshell the economy at present, like  in 1964, 

continues to be dominated by the mining sector. This fa ilu re  to change 

the economic structure is , according to Good (1984:40), due to "the 

incapacity of the state to implement and manipulate change, not the 

no n-ava ilab ility  of capital and foreign exchange— especial ly  up to 

1970" ( i ta l ic s  mine).

The evidence we have analysed in th is  section suggests that the 

dominance of the mining sector, both in terms of its  contribution to 

GDP and as the major earner of foreign exchange, has contributed to the 

economic problems which affect Zambia because of the fluctuating and 

fa llin g  prices of mineral exports. In the next section we present 

further evidence with the view to demonstrating how fa llin g  and/or 

fluctuating export earnings translate into lower actual and potential 

economic growth.

3.2 EXPORT EARNINGS AND ECONOMIC GROWTH:

EVIDENCE FROM ZAMBIA.

The conventional theory of economic development uses two hypotheses 

(the export earnings in s ta b ility  and the terms-of-trade d e te rio ra tio n ), 

to explain how export earnings fluctuations translate into slow growth 

in primary commodity exporting countries. 1

(a) The export in s ta b ility  hypothesis states that unstable export

1P. ft. Votopoulos and J. 6. Nugent, Economics of Development: Empirical Investigations. (New 
York: Harper and Row, 1976), pp. 328-29). While this prediction is accepted, Yotopoulos and Nugent, 
however, suggest an alternative theory which uses the permanent income hypothesis: that is, since the 
marginal propensity to consume out of temporary (transitory) income when compared to that from perma­
nent income is lower, higher savings and thereby higher investment would result from unstable export 
earnings and thus promote economic growth. For a detailed discussion of this hypothesis, see 
Yotopoulos and Nugent, pp. 330-40.



-108-

earnings resulting from e ither fluctuating export prices or volumes, 

(or both) translate themselves through m u ltip lie r effects  into huge 

resource losses in developing countries (LDCs) and hence low economic 

growth. Since LDCs depend on imported cap ita l, intermediate and 

consumer goods, fa llin g  export earnings would lead to a shortage of 

both foreign exchange and cap ita l—the two gap theory (Todaro, 1981). 

Problems with foreign exchange and capital would lead to reduced 

investment and hence lower economic growth rates. More importantly, 

Yotopoulos and Nugent argue that the measures taken by LDCs governments 

to deal with unstable export earnings like  currency devaluation, 

import-substitution, reduced public expenditure, etc. further worsen 

the economic growth prospects.

(b) The terms-of-trade deterioration hypothesis: th is  hypothesis 

states that while the prices of primary exports from LDCs to developed 

industrialised countries (DCs) are fluctuating and declining, th e ir  

imports of manufactured goods and specialised services, on the other 

hand, from the la tte r  are rising rapidly (in  the case of Zambia see 

table A2.1 in appendix I I ) .  Since unstable export earnings result into 

foreign exchange shortages, i t  becomes increasingly d if f ic u lt  to import 

raw m aterials, intermediate goods, spare parts and capital goods for 

the domestic productive sectors. As such we observe fa llin g  incomes 

(GDP) in countries with fa llin g  export earnings. The Prebisch-Singer 

Thesis2 a ttribu tes  increased poverty in LDCs to deteriorating terms-of- 

trade with DCs and low wages in the former countries. Tables 3.1 and 

table A2.1 in appendix I I  exemplify the extent to which deteriorating  

terms-of-trade can lead to a substantial f a l l  in absolute and per 

capita income.

2For a discussion of both the theoretical and empirical weaknesses of this thesis see 
Yotopoulos and Nugent, op. cit, pp. 342-345.
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In Zambia, Obidegwu and Nziramasanga3 have shown that the fluctu­

ating but declining world copper prices affect the economy through the 

p ro f ita b ility  of the mining companies, the resultant e ffects  on govern­

ment revenue, and the uncertainty created among other economic agents. 

High copper prices means high export earnings (since copper accounts 

for over 85 per cent of to ta l exports) and high p ro fits  fo r the mining 

companies. When p ro fits  are high in the mining sector, the government 

has a guaranteed source of revenue in terms of mining royalties and 

company taxes. For th is  reason, the mining sector accounted for more 

than 60 per cent of the government’ s to ta l revenue in the 1960s. In a 

word, i t  is plausible to argue that like  its  colonial predecessor, the 

post-independence economy was based on high world copper prices. 

Available evidence shows that up to 1970, fluctuating copper prices and 

indeed exports earnings in s ta b ility  were not a constraint on economic 

growth in Zambia. Actually the main lim it to growth then was the lack 

of sk illed  and professional manpower and infrastructure like  transport 

and communications (see E ll io t ,  ed. 1971). The problems of s k il l  shor­

tages and inadequate infrastructure continue to adversely a ffect the 

economy to-date (we discuss s k ill  shortage issues in the next chapter).

The economic problems which became pronounced from 1975 onwards are 

as a result of the fa ilu re  to adjust to persistent low world copper 

prices. The sustained fa l l  in the world copper prices has been acco­

mpanied by a f a l l  in international foreign exchange reserves, increase 

in foreign debt (see table 3.2) and a fa l l  in the share of the mining 

sector’ s contribution to government revenue. For example, table A2.2 

in appendix I I  demonstrates that the share of the mining sector to 

government revenue fe l l  from about 58 per cent in 1969 to 13 per cent

3C. F. Obidegwu and H. Nziramasanga, Copper and Zambia: an Econoietric Analysis. Lexington
Books, (Lexington, Mass.: D. C. Heath and Company, 1981).
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in 1975; zero in 1978 and negative contribution (that is the government 

had to bail out the mines) in 1977 and 1979. As a consequence both 

direct and indirect taxation had to be increased. Even more 

importantly, the government budget has largely been in d e fic it  since 

1975 (table 3 .1 ).

In th e ir  study of copper and Zambia, Obidegwu and Nziramasanga 

(1981:103-132) formulated a simulation model which they used to test 

the response of the Zambian economy from exogenously imposed copper 

price shocks. This dynamic m u ltip lie r analysis was done for the period 

1968 to 1976. They made four assumptions about the world copper prices 

shocks:

(a) a one-off 10 per cent rise in the world price of copper (London 

Metal Exchange prices— LME) in 1968;

(b) a one-off 10 per cent decrease in the LME price;

(c) a sustained 10 per cent increase in the price throughout the 

period; and

(d) a 10 per cent sustained price decrease over the period.

The m u ltip lie r effects of assumption (a) on selected variables 

showed that nominal GDP increased by K114.8 m illion  fo r each K100 per 

metric tonne increase in the price of copper. This implies that price 

increase are stim ulative to the economy—as real GDP, investment and 

employment, a ll increased. However, the increase in money supply 

resulting from high foreign exchange reserves had a negative e ffec t on 

fin a l demand a fte r  three years because i t  tended to increase the 

general price levels.

The assumption of a 10 per cent price decrease, as we would 

expect, had a contractional e ffect on the economy— especially on 

investment. A f a l l  in government revenue from mining companies reduces
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its  investment and savings. The v o la t il ity  and decline of government 

net lending from 1969 onwards (table A2.2) may serve to demonstrate the 

impact of fa llin g  world copper prices on investment. Investment in the 

mining sector i ts e lf  was also found to suffer (due to lower p ro fits ) 

since i t  depends on the retained earnings for its  investment. The fa l l  

in gross investments in the copper industry had a further negative 

effect on the real output in the non-copper sectors, especially in 

manufacturing which has high dependence on the former.

The assumptions of sustained price increases over the simulated 

period showed sustained substantial stimulative (fo r the price 

increase) and contractional (fo r the price decrease). However, both 

had sustained in fla tionary  tendencies: the world copper price rise

increased money supply (because of increased foreign exchange 

reserves); and the world price decrease forced the government to 

increase domestic borrowing to compensate for lost revenue—which 

increased money supply and hence in flationary pressures.

From the above short-run m u ltip lier tests, Obidegwu and Nziramasa­

nga concluded that the changes in the copper markets a ffec t the Zambian 

economy through th e ir  d irect impact on the balance of payments, foreign 

exchange reserves, copper-industry profits  and investment— a ll of which 

have s ign ificant induced effects on government revenue, money supply 

and domestic prices. The non-copper sectors are affected through 

induced changes in investment and government spending. However, these 

responses were lagged, that is , government spending and capital stocks, 

respectively, responded to changes in revenue and investment with a 

lag. They also concluded that a f a l l ,  and not an increase, in the 

world price of copper had greater absolute effects on GDP, investment 

and to ta l employment. Fluctuating export prices hinder economic growth



- 1 1 2 -

because a fa l l  in world prices leads to a large fa l l  in economic 

a c tiv ity , especially in the real sector, than an increase in economic 

a c tiv ity  caused by a corresponding increase in the export prices.

Given the weaker linkages between the copper and non-copper 

sectors, Obidegwu and Nziramasanga (p. 132) thought that the impact of 

the world copper price changes on the non-copper sector were minimal. 

Although there may be weaker linkages in terms of physical production 

between the mining sector and the non-mining sector, they have a strong 

financial linkage in terms of foreign exchange. 4 For example, table

3.4 demonstrates that between 1982 and 1987, only the mining sector in 

the ZIMCO Group earned more foreign exchange than i t  spent (a llocated). 

All the foreign exchange spent by the other sectors was mostly earned 

by the mining sector. For th is reason, a f a l l  in the world price of 

copper has a te llin g  e ffec t on the other sectors. This has been

evident in Zambia ever since the collapse in world copper prices in 

1975, and is indicative of the fact that weaker linkages in terms of 

production are not, in themselves, enough to shield the non-mining 

sector from the adverse effects of fa llin g  export earnings.

Obidegwu and Nziramasanga were also able to reach the conclusion 

that unstable export earnings had no substantive impact on the economy 

because they excluded policy actions from the model. They f e l t  that

the rest of the economy was cushioned by the copper industry pro fits

and partly  by foreign shareholders who bore the brunt of price

fluctuations, accumulated government reserves, and access to commercial

4After the collapse in the world price of copper in 1975, the government continued to spend as 
before on the assumption that the fall in the prices were temporary (and this runs contrary to the 
alternative theory’s prediction), In the event they did not recover and, as a consequence, both 
domestic and external debt have been on the increase ever since 1975. Had Obidegwu and Nziramasanga 
included policy actions in their model it could have shown that the viability of the non-copper 
sector is adversely affected by the fall in world copper prices as the non-copper sector depends on 
the foreign exchange and capital generated by the mineral exports.
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Table 3,4: FOREIGN EXCHANGE EARNINGS AND ALLOCATION FOR THE ZlhCO GROUP: 1982/83-1986/87
(in will ions of United States dollars)

1982/83 1983/84 1984/85 1985/86 APRIL-SEPT 1986 APRIL-SEPT 1986 1986/87
Actual Actual Actual Actual Actual Budget Budget

___________ E A £ A E A E A E A E A E A

Sector

Nining 962.4 211.5 1023.0 294.8 829.0 260.8 763.8 238.3 353.9 115.1 402.9 145.9 873.0 332.0

Industry 4.6 100.5 6.3 101.3 11.9 114.7 18.4 73.6 13.9 37.8 11.3 69.4 23.9 137.7

Agriculture - 0.3 - - 0.1 0.1 0.1 0.1 - - - 0.1 0.5 3.2

Energy 32.6 247.0 62.4 245.4 40.5 150.2 30.8 176.6 12.4 45.2 14.1 90.9 28.2 186.0

Finance 2.2 8.4 4.5 7.8 6.3 10.6 2.9 12.3 1.0 7.0 1.2 9,3 1.8 11.1

Transport 35.3 60.0 32.3 57.8 26.0 60.4 35.6 47.5 15.9 20.7 20.5 22.1 55.3 43.8

Communications 5.1 4.5 7.7 7.7 5.4 10.3 5.7 14.6 4.3 0.6 4.6 12.4 9.2 24.7

Trading 0.1 35.3 0.2 14.2 1.8 6.3 4.4 4.8 2.1 1.6 3.9 5.2 13.5 16.4

Hotels 2.0 1.6 1.8 0.5 2.5 3.7 5.0 2.6 1.9 0.9 1.9 0.9 3.8 2.4

Real estate . * . 0.5 . 0.1 - . . . . . 1.6

TOTAL 1044.3 669.1 1138.2 730.0 923.5 616.8 866.7 570.4 405.4 229.0 460.5 356.1 1009.2 758.1

Net Earnings 375.2 408.2 306.7 296.3 176.4 104.4 251.1

KEY: E = Earnings 
A : Allocation

Source: Republic of Zambia, National Commission for Development Planning, Economic Review 1986 and Annual 
Plan. 1987, Tables XXII.3 (a) and (b), pp. 405-6.
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cred it for private industry.

Ownership structure of the economy notwithstanding, i t  is d if f ic u lt  

to see how the rest of the economy could be cushioned from the adverse 

effects of fa llin g  export earnings: minority foreign shareholders hold 

preferential shares and where management is contracted to them through 

management or technical agreements, they have to be paid in foreign 

exchange.

Although over th e ir  model period (1968-1976) revenue was not a 

binding constraint on government expenditure as i t  could draw on its  

substantial reserves and/or borrow locally  and externally , th is  has not 

been the case from 1975 onwards as the government budget has largely  

been in d e fic it  (table 3 .1 ).

That commercial cred it (a t lower rates of in terest) was to compe­

nsate for the fa l l  in government net lending to the private sector so 

as to keep investment at planned levels is not supported by empirical 

data. Table 3.1 demonstrates that real gross fixed capital formation 

has been fa llin g  at an annual rate of about 6 per cent between 1970 and 

1985— in which case the non-copper sector has not been cushioned but 

adversely affected by fluctuating and fa llin g  export earnings.

3.3 THE AGRICULTURAL DEVELOPMENT STRATEGY.

While the importance5 of the agricultural sector in diversifying

R̂epublic of Zambia, Second National Development Plan. 1971-76. (Lusaka: Government Printers, 
1971), p. 14) attributed the importance of increased agricultural production in economic development 
to the following factors: (a) increase rural employment prospects and incomes, and thus improve 
income-distribution and also reduce rural-urban migration; (b) save foreign exchange through reduced 
imports of agricultural foodstuffs and goods, and most probably, even generate more foreign exchange 
through increased agricultural exports and thence reduce, somewhat, the dependence on copper as the 
main foreign exchange earner; (c) increased rural incomes would increase the effective demand and 
thereby the market for the expanding industrial and manufacturing sector; and (d) assist industrial 
development by increased availability of raw materials.
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the lop-sided economy has been recognised, the government’ s policies  

towards the sector have often been contradictory and unfavourable.

Table A2.3 in appendix I I  demonstrates that the post-independence 

agricultural development strategy has fa iled  to achieve its  stated aims 

of increasing agricultural production, improving rural liv ing  

standards, and reducing the country’s dependence on copper mining and 

exporting. In particu lar table A2.3 brings out three main points:

( i )  marketed agricultural production in the post-independence 

period has both been fluctuating and consistently below the nation’ s 

food requirements,

( i i )  given the high rate of population growth over the post­

independence period (table 3 .1 ), per capita food production has been 

fa llin g  and hence the dependence on imported foodstuffs and other agri­

cultural raw materials s t i l l  continues. In per capita terms, food pro­

duction may have fa llen  by a quarter since the mid 1970s (Good, 

1988:47), and

( i i i )  the persistently low agricultural producer prices have 

e ffec tive ly  reduced rural liv ing  standards and increased income 

inequality in relation to the urban areas.

Government policies are largely responsible for the poor perfor­

mance of the agricultural sector. For example, by confining its  role 

to the provision of infrastructure and services, themselves inade­

quate, Klepper (1979) argued that the government has fa ile d  to motivate 

the small-scale and trad itio n a l farmers. Had the government p a rti­

cipated d irec tly  in the decision-making processes of the agricultural 

sector, Klepper suggests that agricultural production could have been 

enhanced. The provision of marketing, cred it, extension, education and 

health infrastructure and services which the government thought would
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be adequate to encourage increased agricultural production have not 

been successful e ither because access was lim ited or those who had 

access could not use the services e ffe c tiv e ly . 6

The government’ s agricultural pricing policy has also been d e tr i­

mental to increased agricultural production. I t  has been demonstrated 

(Dodge 1977:123-130) that Zambian farmers who sold th e ir  crops, in the 

post-independence period, to the National Agricultural Marketing Board 

(NAMBOARD) 7 and its  agents (Provincial Co-operative Unions) had been 

taxed and not protected. For most of the crops sold, they have consi­

stently received less than they would have got on an open market, which 

is free from government intervention. This negative protection, as 

termed by the ILO/JASPA Mission (1981:61), of paying Zambian producers 

less than the import parity  amounts to using foreign exchange reserves 

to protect foreign producers. Such taxation of farmers, runs contrary 

to the government’s stated objectives because i t  lowers the farmers’ 

incomes and agricultural production and widened the rural-urban income 

d iffe re n tia ls . Available s ta tis tic s  show that rural incomes have 

declined in the wake of fa llin g  rural-urban terms of trade to the 

extent that by 1980, " i t  required three times as much rural produce as 

in 1965 to buy the same urban goods" (ILO/JASPA, 1981:64). Such a 

f a l l  in rural incomes encourages rural-urban migration and th is , in 

turn, adversely affect agricultural production as i t  reduces the supply 

of productive (young) labour during the peak periods of cu ltivating and 

planting, weeding and harvesting.

6For a discussion of the problems associated with the adiinistration of agricultural credit, 
marketing, etc. see Dodge, 1977; Klepper, 1979 and Quick, 1978.

7NAMB0ARD has just been dissolved and its functions taken over by the Nitrogen Chemicals of 
Zambia Limited and the Co-operative Federation Limited, Times of Zambia, and Zambia Daily Mail. 6-8 
July, 1989.
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The low producer prices forced many large-scale commercial farmers 

to substitute crop production for ranching as the la tte r  is free from 

government pricing restrictions (Klepper, 1979). As a consequence, 

crop production has been reduced because most of the land is now used 

for grazing pastures. The uniform agricultural pricing policy for the 

whole country without regard to comparative advantages or differences 

in clim atic and soil conditions of the d ifferen t regions—though ju s t i­

fiab le  on equity grounds— have proved expensive for they necessitate 

huge subsidies to NAMBOARD and its  agents. Such costs would not be 

incurred i f  a d iffe re n tia l pricing policy was followed for i t  would 

discourage growing maize in regions where clim atic and soil conditions 

are not best.

The agricultural pricing policy has, among other, things, been 

influenced by the following factors (Dodge, p. 130):

(a) p o litic a l power of the urban sector, with its  organised labour 

and pressure groups, have necessitated lower producer prices to ensure 

lower consumer prices for food. High producer prices would e ither mean 

higher government subsidies to food manufacturers or increased wages to 

offset rising food costs. Such fears were confirmed in December 1986 

when food rio ts  on the Copperbelt broke out as a d irect result of the 

government’s withdrawal of food-subsidies and a 120 per cent increase 

in the price of refined maize meal. 8 Even now when the government has 

introduced 'economic’ maize meal prices, urban dwellers in formal emp­

loyment are given coupons which in effect means that for th is minority 

group maize meal is almost free. Such urban bias at the expense of the 

rural sector re flects  the perpetuation of colonial policies which

8Again, in the wake of a sudden price decontrol, riots have recently been reported in some 
Copperbelt towns, Tiwes of Zambia. 10-11 July, 1989.
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treated agriculture as being secondary to mining.

(b) The companies which process agricultural commodities, that is , 

te x tile s , maize m illers  and tobacco manufacturers may have pressured 

the government to keep low producer prices so as to maintain high 

p ro fit margins.

In summary the agricultural development strategy’ s objectives of 

increased agricultural production, increased rural incomes, improved 

rural liv ing  standards, checking rural-urban migration and diversifying  

the economy have fa ile d . The fa ilu re  can be attributed to the various 

government policies which emphasised provision of infrastructure and 

services without getting involved in the agricultural production 

process, inadequate price incentives, credit fa c i l i t ie s  and extension 

services.

3.4 CONCLUSION

Empirical data examined in th is  chapter suggest that the economic 

problems experienced in Zambia over the last two decades are largely 

due to the fa ilu re  to change the economic structure away from copper 

mining and exporting to increased industrial and agricultural 

production. Like in the colonial period, the economy continues to be 

dominated by copper mining and exporting and the role of the agricul­

tural sector s t i l l  remains the same: to provide cheap foodstuffs to the 

urban sector. By confining its  role to the provision of in frastru ­

cture, often inadequate, and adopting an agricultural pricing policy 

which e ffec tive ly  taxed farmers, the government’ s neglect of the agri­

cultural sector has been very s ign ificant. The agricultural and rural 

sectors have not been integrated with the rest of the economy and, as a
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consequence, the country continues to import foodstuffs and other agri­

cultural raw m aterials. Rural-urban migration and income inequality  

have a ll increased in the post-independence period, while rural living  

standards have fa lle n .

In the wake of fluctuating and declining export earnings, both 

foreign exchange and capital necessary for investment and economic 

growth have, increasingly, become scarce and, as a consequence, 

national income have been declining and national debt (both internal 

and external) have been increasing. In that the agricultural sector 

has been neglected and the manufacturing sector depends on imports to 

be viable, the fluctuating and fa llin g  export earnings have had a 

pronounced adverse effect on economic growth in Zambia.



CHAPTER IV

THE ZAMBIAN LABOUR MARKET: SKILL SHORTAGES, EMPLOYMENT

AND EARNINGS

4.0 INTRODUCTION

The Zambian labour market, like  the economy, is currently under­

going some of its  worst crises in its  history. A rapid increase in the 

labour force has been accompanied by an equally rapid decline in wage- 

paid employment levels. As a consequence, unemployment (especially) 

among the young school leavers has been in tensified . On the other 

hand, professional and s k ill  shortages for categories like  engineers, 

technicians, managers, accountants and many others continue to be 

experienced. Given the rising cost of liv in g , increases in nominal 

labour costs resulting from higher nominal wage demands have become 

inevitab le. While the urban sector experiences excess un-ski lied  

labour on one hand and professional and technical s k ill  shortages on 

the other, the agricultural (ru ra l) sector experience severe shortages 

of both types of labour, especially unskilled during the peak periods 

of planting, weeding and harvesting.

The main objective of th is  chapter, therefore, is to set out 

clearly  the imbalances in the Zambian labour market which a ffect the 

operations of the INDECO companies. We also attempt to show how the 

pay structure has been influenced by such labour market imbalances and 

the lack of government consistent and clear-cut pay and employment 

policies. More often than not, changes in the pay structures (in  the 

public sector at least) have been as a result of recommendations by
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salary review commissions. This piece-meal and ad-hoc approach to wage 

policy may have had an adverse effect on other economic variables like  

exports, imports, productivity, savings, income d istribu tion , etc. 

(Knight, 1971).

The chapter is organised as follows: section 4.1 analyses the

extent of dynamic s k ill shortages in Zambia, th e ir  causes, and effects  

on quality  of output, structure and growth of the economy and on the 

net out-flow of resources due to the dependence on expatriates. In 

recent years, the unemployment problem has been increasing and for th is  

reason, solutions have to be sought both for s k ill  and unemployment

problems.1 In section 4.2 we, therefore, consider the policy options 

for increasing employment, especially the reforms which are needed to 

tap the employment potential of the urban informal sector. In section

4.3 we examine the impact of institu tion a l factors like  salary review 

commissions on the pay structure, substitution of capital for labour, 

and s k ill  acquisition.

4.1 THE EXTENT OF SKILL SHORTAGES

In 1964, the year of independence, there were only about 1,200

indigenous Africans with secondary school c e rtific a te s  and about 100 

with university education (Republic of Zambia, 1966). Since then, 

Zambia has continued to face the problems of sk illed  manpower. But 

despite th is  c r it ic a l shortage of professional and educated manpower 

the economy grew, in real terms, by about 10.6 per cent per annum

between 1964 and 1970. The growth rate, however, f e l l  to 1.1 per cent

^or example, i t  has been reported recently that there are only 100 fully qualified indigenous 
Zambian accountants, Zambia Daily hail. 9 January, 1988.
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per annum between 1970 and 1980, and to 0.97 per cent per annum between 

1980 and 1985 (see table 3.1 in chapter I I I ) .

That i t  was possible to achieve such rapid economic growth imme­

diate ly  a fte r  independence, under conditions of severe sk illed  labour 

shortages, may tempt one to suppose that with adequate supplies of 

other resources like  government revenue and foreign exchange reserves 

(generated by high world copper prices), manpower constraints may not 

be binding on economic growth. However, on closer analysis, i t  becomes 

clear that the structure and pattern of that growth was not as 

impressive as the above s ta tis tic s  suggest.2 Since sk illed  labour 

shortages (in  the local labour market) manifest themselves both in 

terms of vacancies and the number of expatriates employed, table 4.1 

shows the vacancies in June 1975 and 1977; table 4.2 shows employment 

by occupation and nationality  in June 1975, 1976, 1977 and 1980; and 

table 4.3 shows the ZIMCO Group train ing needs for Zambianisation for  

1985/86.

From table 4.1 , i t  becomes evident that the public and parastatal 

sectors had high numbers of vacancies than the private sector. 

Actually, in June 1977, the parastatal sector seem to be the worst 

affected by labour shortages than any other sector. This was probably 

as a result of the 1975 Mwanakatwe Salary Commission which recommended 

that the pay d iffe re n tia ls  between the public, and in particu lar the 

c iv il service, and parastatal sectors should be narrowed so as to

2Jolly, op. c it, pp 45-46 discusses this paradox whereby, despite severe skilled manpower prob­
lems, Zambia experienced rapid economic growth in the 1960s. If skilled manpower problems were not as 
serious as they were, he argues that this rapid growth could have been even much higher. He also 
points out that growth, as measured by national income statistics, leaves out other important factors 
like quality, standard-of-living and other changes in economic, political and social structures on 
which future development would depend. Since Zambia’s growth then was at the expense of the rural 
sector and that output quality was poor--as was the inequitable distribution of income--he opines 
that in terms of consumption and investment, Zambia’s growth of the national income over-stated the 
changes that had actually taken place.
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re duce labour m obility from the former to the la t te r . We discussed the 

implications of th is  on labour turnover in chapter I —especially on 

expatriate personnel.

Table 4.1 Vacancies and th e ir  Percentage D istribution bv Sector and 

Occupational Groups: June 1975 and 1977 

OCCUPATIONAL GROUP PUBLIC % PARASTATAL % PRIVATE % TOTAL

Professional & 1975 1,549 77.6 355 17.8 92 4.6 1,996
Technical 1977 182 37.9 284 59.2 14 2.9 480
Admin., Manage­ 1975 810 60.1 380 28.2 157 11.7 1,347
r ia l & C lerical 1977 173 50.7 108 31.7 60 17.6 341
Sales Workers 1975 10 10.2 86 87.8 2 2.0 98

1977 - - 88 93.6 6 6.4 94
Service Workers 1975 242 73.8 69 21.0 17 5.2 328

1977 - - 141 95.9 6 4.1 147
Agricultural 1975 59 7.1 699 84.7 67 8.1 825

1977 - - - 21 100.0 21
Production 1975 112 8.2 1,016 75.0 227 16.8 1,355

1977 40 3.9 122 93.9 23 2.2 185
Packaging 1975 61 20.5 214 71.8 23 7.7 298

1977 10 10.4 73 76.1 13 13.5 96
General Workers 1975 115 10.4 73 76.1 13 13.5 96

1977 - - 45 50.6 44 49.4 89

Source: Republic of Zambia, Central S ta tis tic a l O ffice, Manpower
Survey. Second quarter. 1975 and 1977.

Other than the re la tiv e ly  poor pay in the parastatal sector, when 

compared to the private sector, the growth of the parastatal and indeed 

the public sector had no regard for the a v a ila b ility  of suitably  

qualified  local manpower. For example, in 1968 only 19 per cent of

professional and 59 per cent of technical and related occupational 

categories were Zambians (Zambian Manpower, 1969:6). Despite th is  

apparent shortage of local professional and technical manpower in the 

civ i1-service, the government s t i l l  went ahead with its  nationalisation  

programme in 1968 and 1969. This disregard for the efficiency and 

organizational capacity of local manpower meant that sustaining the
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v ia b ility  of the firms taken over was not possible, in which case depe­

ndence on expatriate managerial s k ills  increased. I t  may however be 

naive to suppose that the government should have waited fo r the supply 

of local sk illed  manpower to improve before nationalizing.

On the supply side, i t  was thought that complete Zambianization of 

the entire  work force could be achieved by 1980. By d e fin itio n , two 

things had to be done to achieve th is  objective: f i r s t ,  to replace the 

existing stock of expatriates with Zambians; and secondly, to produce 

other professional Zambian s k ills  to f i l l  up both the existing  

vacancies and new additional labour requirements. But tables 4.2 and

4.3 demonstrate that th is objective has yet to be achieved. For 

example, in June 1975, five  years before the target year only 70.8 per 

cent of professional, technical and related workers were Zambians and 

th is  proportion rose to 80.3 per cent by June 1977. However when 

broken down into specific categories, i t  becomes clear that Zambiani- 

sation in professional and technical jobs was fa r from being achieved. 

For example, in June 1977, out of 198 architects 159 of them, that is

80.3 per cent, were expatriates. The same high proportion of expatri­

ates obtain in the engineering f ie ld : c iv il 70.2 per cent, mechanical

78.0 per cent, chemical 87.9 per cent, mining 70.1 per cent, other

engineers 68.2 per cent and m etallurgists 82.2 per cent.3

The extent of managerial s k ill  shortages at the policy and

decision-making management levels were demonstrated by the GRZ/UNDP/ILO 

1977 Report,4 which covered 113 parastatal and 488 private companies 

which employed at least 25 employees (and whose combined employment

^Republic of Zambia, Central Statistical Office (CSO), Manpower Survey. Second Quarter. 1977. 
p. 17.

^Republic of Zambia, United Nations Development Programme (UNDP) and International Labour 
Office (ILO), Final Report of the Zambia Managerial Manpower and Training Needs Survey of the Private 
and Parastatal Sectors. (Lusaka: Government Printers, 1977) cited in Enterprise, no. 4, 1977, 
pp. 43-7.
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was about 202, 877). Among other things the survey found that:

(a) Zambia’s parastatal and private sectors had a serious shortage of 

trained and qualified  managers. Out of an estimated 23, 413 people in 

management and supervisory positions, 34 per cent were expatriates, and 

in the mining industry the ratio  was even higher, at 67 per cent. When 

broken down according to natio na lity , the dominance of expatriates was 

staggering: among managing directors and general managers, 69 per cent 

were expatriates, 81 per cent of works managers, 81 per cent of 

accounting managers, 75 per cent of company secretaries, and 69 per 

cent of deputy general managers. The only managerial position which 

was s ig n ifican tly  Zambianised was that of personnel managers, of which 

93 per cent were Zambians.

(b) Out of 4,000 Zambian managers, 38 per cent were e ither p a rtia lly  or 

not qualified  for the posts they held. At the managing-director and 

general-manager levels, 80 of the 579 occupants had only Form V (senior 

secondary) education. And out of 5,000 managerial posts which required 

a three-year diploma, only 2,100 managers had such a q u a lifica tio n , and 

out of 2,400 managerial posts which required a university degree or 

better, only 1,550 were occupied by those with such qualifications. 

Most of those positions with educational gaps were held by Zambians.

The continued dependence on expatriate manpower into the 1980s and 

the continued incidence of professional s k ill shortages are further 

demonstrated in table 4.3. Expatriates, to-date, s t i l l  dominate in

engineering, data processing and accounting professions— to name but a 

few (see appendix I I I  for ZCCM).

This means that given the low e la s tic ity  of the supply of skilled  

labour in Zambia, many vacancies w ill remain un filled  in ZIMCO and 

elsewhere for long periods of time. Thus the pattern of Zambia’s
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Table 4.2. Number of Employees bv Ma.ior Occupational Category and Nationality
on 30 June. 1975. 1976. 1977 & 1980

Occuoation:
ZN

1975
NON-ZN ZN

1976
NON-ZN ZN

1977
NON-ZN *ZN ZN

19801
NON-ZN

i
|ZN

Professional 
Technical & Related 25817 10655 70.8 40968 12885 76.1 43878 10757 80.31 111 90 55.22

Administrative, Man­
agerial ( Clerical 45885 7075 86.6 50572 7272 87.4 53121 5876 90.0 976 724 73.19

Sales Workers 10199 733 93.3 7043 401 94.6 8125 303 96.4 23 43 93.54

Service Workers 23825 842 96.6 45465 43 99.9 47299 465 99.0 65 4 99.4

Agricultural, 
forestry, etc. 12655 334 97.4 10303 559 94.6 13670 948 93.5 - - -

Production, Manu­
facturing, etc. 84458 7284 92.1 80540 6032 93.0 79001 6255 92.7 12076 454 96.38

Packaging, Storage 
and Transport 21825 1290 94.4 21200 1801 92.2 18512 831 95.7 585 27 95.59

General Workers 140490 5214 96.4 90199 4097 95.6 81984 1875 97.8 7665 65 99.16

Total 365330 33510 91.6 346310 33090 91.3 345590 27128 92.623 701 1 407 94.4

* Private sector manufacturing only. 
ZN Zambians 
NON-ZN Non-Zambians

Source: Central Statistical Office, Manpower Surveys, Second Quarter, 1975, 1977 and 1980

economic growth and structure w ill continue to be influenced by 

expatriates. For th is  reason, the 1987 Annual Plan (p. 59) acknow­

ledges that

though the proportion of non-Zambians (11,900--3.3% of total formal employment in 
1986) seem small in quantitative terms, i t  is significant in terms of positions 
they occupy in critica l sk ill areas like engineering, medicine, accounting, etc.

To further demonstrate the extent of sk illed  labour shortages, 

consider the projected and actual supply between 1970 and 1980.
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Table 4.3 ZIMCO Group Training Heeds for Zambianisation (Excluding ZCCM): 1985/86

TITLE/POST .CURRENT STOCK. TRAINING NEEDS...
ZN * CNZ * NCNZ * E 10* H V P TP TN

MANAGEMENT 
Managing Director 
General Manager 
Manager Operations 
Manager Area 
Manager Purchasing 
Manager Marketing 
Manaoer Planning

17
50
17
31
10
1

70.8
89.3 
68.0
71.4 
66.7

100

7 
6
8 
9 
4 
0 
1

29.2 
10.71 
32.0 
28.6
33.3 
0.00

100

0
0
0
0
0
0
0

0
0
0
0
0
0
0

24 
56
25 
40 
11
1
1

2.4 
5.6
2.5 
4.0 
1.4 
0.1 
0.1

0
1
7
4
2
1
0

24
57
32
44
16
2
1

0
0
3
3
2
1
0

9
13 
15
14 
5 
0 
1

Sub-Total 126 78.3 35 21.7 0 0 161 16.1 15 176 9 57
ACCOUNTS
Accountants 118 32.8 241 66.5 1 0.3 360 36.0 48 408 73 253
Banking and Finance 72 76.6 21 22.3 1 1.1 94 9.4 2 96 3 30
Data Processing 1 16.7 3 50 2 33.3 6 0.6 2 8 1 7
System Analyst 9 47.0 11 52.4 1 4.8 21 2.1 9 30 1 22
Sub-Total 200 41.6 276 57.3 5 1.0 481 48.1 61 542 76 312
ENGINEERING/TECHNICAL
Engineer:
- Civil 4 44.4 5 55.6 0 0 9 0.9 2 11 0 0
- Chemical 8 53.3 7 46.7 - - 15 1.5 5 20 4 10
- Electrical 37 39.4 57 60.6 - - 94 9.4 17 111 16 67
- Mechanical 42 40.0 63 60.0 - - 105 10.5 18 123 6 86
- Mining 8 72.7 3 27.3 - - 11 1.1 9 20 1 12
- Telecom 7 24.2 19 65.5 3 10.3 29 2.9 12 41 8 29
- Projects/Manager 8 47 9 53 - - 17 1.7 3 20 2 12
- Plant/Horks/Manager 17 36.2 29 61.7 1 2.1 47 4.7 5 52 0 40
- Technical/Manager 4 19 17 81 - - 21 2.1 6 27 0 25
- Production/Factory 23 67.6 11 32.4 - - 34 3.4 4 38 2 16

Foremen/Artisan 107 53.7 91 45.1 1 0.6 199 19.9 20 219 2 130
Technologist/Technician 392 80.3 69 19.7 - - 461 46.1 168 629 13 270
Draughtsman 1 50 1 50 - - 2 0.2 0 2 0 1
Sub-Total 658 63.0 381 36.5 5 0.5 1044 104.4 269 1313 54 706
GEOLOGY
Quality Controller 3 75 1 25 4 0.4 1 5 1 1
Chemist/Geochemist 11 64.7 6 35.3 - - 17 1.7 1 20 0 11
Geophysicist 1 50 1 50 - - 2 0.2 2 2 0 1
Geologist 10 58.9 7 41.1 - - 17 1.7 5 22 0 14
Surveyor 6 54.5 5 45.5 - - 11 1.1 2 13 0 8
Sub-Total 31 60.8 20 39.2 0 0 51 5.1 11 62 1 35
OTHERS
Agriculturist/Agronomist/ 
Veterinary 27 77.1 8 22.8 35 3.5 6 41 12 7

Hotel Management 17 70.8 7 29.2 - - 24 2.4 0 24 2 7
Medical 12 63.2 7 36.8 - - 19 1.9 6 25 4 11
Real Estate 4 50 4 50 - - 8 0.8 1 9 0 5
Other 42 65.6 19 29.6 3 4.7 64 6.4 6 70 3 31
TOTAL 1117 59.1 757 40.1 13 0.7 1887 188.7 375 2262 163 1171

Kev: Z = Zambian CNZ = Contract non-Zambian NCNZ = Non-contract non-Zambian E = Total employment 
V : Vacant P = Total number of positions TP = training in progress TN = training needs 
assuming 104; wastage (W)

Source: Muchangwe, I. H. "Manpower planning approach in the ZIHCO Group of companies-an overview" 
Paper presented to the Workshop on Manpower Planning, 28th July-lst August, 1986, The 
University of Zambia, Lusaka.
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The 1969 Zambian Manpower report (pp. 46-7) projected that in 1980,

600,000 jobs were expected to exist in the modern sector requiring post 

secondary level of education. The report also estimated that between 

1971 and 1980, an additional 66,316 Zambians were required to f i l l  new 

additional vacancies in professional, technical, administrative and 

managerial occupational categories. And out of th is  number, 12,545 

were to be university graduates with at least a bachelor’ s degree. To 

achieve the above objectives, i t  was envisaged that changes in the 

senior secondary school system would enable the University of Zambia

(UNZA) to increased enrolment to 5,00 per academic year from 1975

onwards

Comparison of the projected and actual enrolment and degrees 

issued, as well as the d istribution of graduates by subject between 

1971 and 1980 (tables 4.4 and 4.5, respectively) show that the 

projections were very optim istic. For example, i t  was estimated that 

1,142 degrees were to be issued in 1980, but in the event only 585 were

actually issued in that year, a shortfa ll of 557.

Even by 1986, the to ta l degrees issued by the University of Zambia, 

at 782, were s t i l l  well below those projected for 1980. I t  has to be 

pointed out that the inaccuracy of the projections may stem from the 

fact that they were neither based on o ff ic ia l government policy nor 

University targets. They were, however, based on an assumed " . . .  

pattern of degrees that is 'favourable’ from the point of view of 

meeting the nation’ s manpower needs."

With regard to the diploma-level manpower, the report was equally 

optim istic as i t  assumed that the shortage of th is  type of manpower was 

to disappear within just a few years. I t  projected that the training  

institu tions under the Department of Technical Education and Vocational
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Training (DTEVT) were to expand th e ir  contribution of diploma-level 

manpower. I t  therefore estimated (excluding primary school teachers 

and nurses) that 17,176 diploma-level Zambians would be required

Table 4.4 Comparison of projected and actual enrolment of fu ll-tim e
students and numbers of degrees issued. University of Zambia 
1970-1980

TOTAL ENROLMENT DEGREES ISSUED

Year Projected Actual Difference Projection Actual Difference

1970 1,383 1,231 -152 156 113 -43
1971 1,920 1,566 -354 171 136 -35
1972 2,671 1,765 -906 215 195 -20
1973 3,281 2,244 -1,037 297 ** **
1974 3,744 2,261 -1,483 419 284 -135
1975 3,989 2,354 -1,635 646 447 -199
1976 4,007 2,569 -1,438 785 401 -384
1977 3,891 3,102 -789 818 477 -341
1978 3,866 3,268 -589 892 549 -343
1979 4,345 3,399 -946 973 467 -506
1980 4,809 3,425 -1,384 1,142 585 -557

** The University calendar was changed in 1973 to extend over two
calendar years, hence there were no graduates in 1973.

Sources;: Projections from Zambian Manpower, o. 49: Actual from Minist
of Education and Culture, 1980 Education S ta tis tics , PP- 111-

Table 4.5 Projected and Actual Distribution of Zambian Graduates-
1970-80 By Major-Subject

SUBJECT PROJECTED ACTUAL ACTUAL-PRQJECTION

Natural Sciences 702 344a -358
Science, Education 806 257 -549
Agriculture 271 138 -133
Engineering 589 215 -374
Human Biology 56 269 213
Medicine 318 186 -132
Humanities 542 831b 289
Humanities, Education 2,398 921c -1,477
Business Administration 460 - -
Law 379 342 -37
TOTAL 6,518 3.506 -2,558

Notes: a Includes 78 Bachelor of Mineral Science from 1976 onwards.
b Includes 56 Bachelor of Social Work
c Includes 67 Bachelor of Library Studies.

Sources: As Table 4.4
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between 1971 and 1980 to f i l l  w hite-collar jobs. But s ta tis tic s  from 

the Ministry of General Education, 1980, show that a combined output of 

a ll DTEVT in s titu tes , (including craftsmen from trades training  

in s titu te s ), between 1971 and 1980 was only 13,166— representing a 

shortfa ll of about 4,010.

Thus in the lig h t of the above evidence, i t  is plausible to argue 

that Zambianization of the work force, especially among the profe­

ssional, technical and accounting occupations, may not have been 

achieved by the turn of th is  century. To some extent the high-level 

manpower problems in Zambia are as a result of the colonial policies  

and practices but a fte r twenty-four years of independence, i t  would be 

un justifiab le  to a ttrib u te  a ll the manpower problems to colonialism. 

We now turn to look at some of the main reasons for the continued 

incidence of sk illed  manpower problems in post-independence Zambia.

4.1.1 CAUSES OF PROFESSIONAL AND EDUCATED LABOUR SHORTAGES

Some of the sk illed  manpower shortages experienced in Zambia ever 

since independence originate from the various colonial educational and 

labour policies. For example, un til 1959, i t  was ille g a l to apprentice 

an African, on-the-job train ing for Africans was also not possible 

because of racism. Under the Federation of Rhodesia and Nyasaland, 

African education was the responsibility of the ill-funded te r r ito r ia l  

governments while that for Europeans was a responsibility of the 

better-funded federal government (Mwanakatwe, 1974; Sanyal, et a l . ,  

1976). The migrant labour system was not conducive to s k ill acqui­

s itio n . However, a fte r  the Second World War the mining companies 

started to s tab ilise  th is  migrant labour force so as to improve th e ir  

s k ills  and thence improve productivity. For the bulk of th e ir
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technical, professional and other sk illed  manpower, the mining

companies depended on recruiting on the international labour market—a

dependence which continues to-date. Referring to th is  particular

practice by the mining companies, Daniels (1979:121) points out that:

as long as skilled labour Has supplied from outside and the only donestic 
requirement was unskilled labour, of which the supply was plentiful and highly 
elastic, no internal labour market would develop.

Thus a combination of leg is lation  to re s tr ic t train ing for 

Africans, inadequate educational places and the reliance on the in ter­

national labour market for the supply of s k ills  resulted in few 

Africans having adequate qualifications to assume the roles and 

positions of running the Zambian economy a fte r Independence.

In the post-independence period the following are some of the main 

causes of the professional and educated labour shortages:

(a) the lack of coordination between the labour market and the 

educational system;

(b) lim ited places and inadequate fa c il i t ie s  in the educational 

system;

(c) the choice of c a p ita l- and s k i l l -  intensive technologies as 

well as the competition between the private and public sectors for the 

lim ited high level manpower available;

(d) the lack of confidence and trust in the local professional 

manpower in general and those trained locally  in p a rtic u la r .5

5Gai1, C. Johnson, High-Level Manpower in Iran: From Hidden Conflicts to Crisis (New York: 
Praeger, 1980), pp. 18-19, found similar causes of high-level manpower problems in Iran in the 1970s: 
lack of places in institutions of higher learning; 'brain-drain’ , as those Iranians who go to train 
abroad do not usually return hone; competition between the public and private sector for the lit t le  
available high-level manpower--high labour turnover in the former sector; unwillingness of employers 
to properly utilise the Iranian educated manpower—result of a development strategy aiming at rapid 
industrialisation dependent on imported as opposed to home grown technology. Since Iran’s educational 
system was not well placed to provide quality instruction to manage western technology, high-level 
manpower shortages continue to be a feature of the labour market.
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A. Lack of Coordination between the Labour Market and the Educational

System

The commitment to expanding the provision of education in the post­

independence period, measured by level of expenditure and the numbers 

enrolled in schools, has been quite impressive. Total expenditure on 

education rose from K12 m illion in 1964 to K116 m illion  in 1976— an 

increase of about 867 per cent (Republic of Zambia, 1979:61). As there 

has been no agency to coordinate the a c tiv itie s  of the various train ing  

in stitu tion s , m u ltip lic ity  of e ffo rt obtains and for th is  reason, the 

benefits from increased expenditure on education have been lim ited. 

For example the train ing a c tiv it ie s  of the University of Zambia, the 

Department of Technical Education and Vocational Training (DTEVT), the 

M inistries of General Education, Health, Agriculture, e tc ., have so fa r  

not been coordinated by any one single agency. At the same time (as we 

have discussed above), there has been l i t t l e  or no interaction with the 

employers.

Recent evidence suggest that although the economy needs technical 

personnel, the educational system, especially the University of Zambia, 

has continued to produce more social than natural science graduates 

(table 4 .5 ). However the University has, in recent years sought to 

admit 60 percent of the f i r s t  year entrants to natural sciences, but 

the re la tiv e ly  small numbers of senior secondary school leavers with 

minimum science requirements continue to bedevil th is  policy (Annual 

Plan, 1987).

Sanyal, e t. a l. (1976:233-4) found that the quota system at the 

University related the manpower needs to the a v a ila b ility  of government 

bursaries to the d iffe ren t facu lties . In particu lar there were two 

main problems facing the quota system: (a) the quotas in agricultural
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sciences and education to which the government attached utmost 

importance were not popular and were thus f i l le d  by weak and unwilling 

students. They suggested increased career counselling and incentives 

in these particu lar fie ld s ; (b) students sponsored by industry were not 

assigned to those courses which th e ir  sponsors wanted; they suggested 

that better coordination between the employers and the University could 

resolve th is  problem.

Sanyal et a l. further demonstrated that the quota system’ s attempts 

to d irect manpower in a free labour market was responsible for its

fa ilu re . Although the University considered a degree in education to

be equivalent to other degrees, the Zambian society did not think so as 

exemplified 'by the system of economic rewards’ .

By contrast, the DTEVT institu tes  on the other hand produces

re la tive ly  more science based graduates at technician/technologist and 

trades/craftsman levels. For example, table 4.6 shows that in 1980 

trades/crafts  and technician/technologist graduates represented 45 per 

cent of a ll the graduates and 38 per cent in 1981. I f  we add the other 

science related disciplines like  a ir  services, paramedical/science and 

teachers of science, the proportion of science or production based 

subjects becomes even more pronounced in these in s titu tes .

However, evidence from interviews with ZIMCO, INDECO, ZCCM and

other private sector employers revealed that most of the courses 

offered by the DTEVT fe l l  short of th e ir  expectation and requirements. 

But because these organizations would like  to reduce th e ir  training  

costs they may, therefore, overstate the educational requirements 

(Colclough, 1971). However, ZCCM in particu lar offers further

intensive on-the-job-training to most of these graduates. The reason 

given for th is  was that there is a shortage of equipment and other
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fa c il i t ie s  in the DTEVT in stitu tes .

Among the INDECO subsidiary and other private companies, th e ir main 

complaint was that both the DTEVT and the University did not o ffer  

courses in certain important (to th e ir  respective operations) technical 

subjects like  food, te x tile s , rubber and polymer technologies. To meet 

th e ir  s k ill  requirements some of these companies have e ither to rely on 

internal (on-the-job), or foreign train ing which is much more 

expensive.

Table 4.6 Full-tim e Pre-employment Training Programmes
and Graduates , All DTEVT In stitu tes , 1980 & 1981

1980 1981

PROGRAMME GRADUATES ENROLMENT GRADUATES ENROLMENT

Trades & Crafts 463 1,471 272 10,309
Technician/Technologist 229 1,141 248 1,199
Air Services 93 95 109 238
Paramedical/Science 65 328 46 276
Applied Arts 59 245 112 266
Business Studies 62 462 40 554
Secretarial 310 968 395 988
Teacher Training 222 392 122 403
English as foreign lang. 28 30 33 29
Academic - 206 - 240

Total 1,531 5.338 1,377 5,502

Source: Republic of Zambia, Ministry of Education and Culture,
Educational S ta tis tic s . 1980 & 1981.

Recognising th is  apparent lack of coordination between the labour 

market and the educational system on one hand, and among the various 

institu tions  of higher-learning on the other, the National Commission 

for Development Planning (NCDP) proposed to set up the following during 

the Third National Development Plan (1979-83): the National Employment 

Service (NES), the National Vocational Guidance and Employment 

Counselling Service (NVGECS) and the National Manpower Planning and
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Development Committee (MPDC).

The respective functions of the f i r s t  two bodies would have been:

(a) NES to establish a network of employment service offices  

throughout the country; where employers were to register th e ir

vacancies and recru it through them (sim ilar to the job centres in the 

United Kingdom). Its  main function would have been to devise ways of 

matching the demand for and the supply of labour in the whole economy.

(b) NVGECS to advise students and graduates in higher institu tes

of learning on the choice of careers. Since th is  was not done, the 

1987 Annual Plan concedes that career counselling service remains weak.

F ina lly , the MPDC would have had the following objectives:6

(a) establish national manpower and Zambianisation guidelines,

(b) co llect and analyse data relating to manpower supplies,

requirements and current stock,

(c) monitor and coordinate Zambianisation,

(d) rationalise and coordinate occupational specialisations offered

by the various educational and vocational in stitu tio n s , and

(e) to coordinate admissions to a ll institu tions of higher

learning, technical and vocational train ing in stitu tion s .

Because none of the above institu tions were established during the

TNDP, the National Commission for Development Planning does acknowledge

in the 1987 Annual Plan that (p. 103)

Manpower development and utilisation in Zambia has been characterised by lack of 
coordination and collaboration between trainers and users of trained lanpower.
Efforts have, therefore, been fragmented and have been implemented in an isolated 
and un-coordinated manner with no overall policy guidelines for common reference.

The NCDP, from 1986 onwards, was to play a coordinating role at the

6 I t  ms envisaged tha t  the Nat ional  Nanpouer Counci l  me to be establ i shed in l 987- - wi t h  s i i i l a r  
funct ions to those of HES and NPDC. That did not happen, instead i t  i s thought t hat  i t  w i l l  be estab­
l ished dur ing the Fourth Nat ional  Developient  Plan (1989-1991).
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national level in a ll matters relating to manpower planning. I t  also

set up guidelines to be followed by a ll the agencies dealing with the

manpower development programmes. To e ffec tive ly  do th is , i t  was also 

to set up a data bank on human resources so as to improve information 

for the use in planning, monitoring, and evaluation of human resources. 

Such information, i t  was hoped, would help to assess the manpower

requirements at the national level so that education and training  

programmes could be ta ilo red  to meet specific needs of the economy.

The lack of coordination is also exemplified by the rapid expansion 

of primary education without regard to the absorption capacities of 

secondary and te r t ia ry  education, respectively. For example, primary 

schools' to ta l enrolment rose form 378,417 pupils in 1964 to 694,670 in 

1970 (representing a rise of 83 percent in a l i t t l e  under six years), 

1,041,986 in 1980 and 1,443,133 by 1986 (Republic of Zambia, 1980 and

1987). Despite th is  huge increase in school places, places in both 

Grade I (the f i r s t  grade in primary education) and Grades V I I I  and IX 

(entry grades in junior and senior secondary schools, respectively) 

have increasingly become lim ited .7

Table 4.7 demonstrates that although Grade V II enrolment rose from 

73,859 in 1971 to 129,360 in 1980, (an increase of about 75 per cent 

over ten years) the progression rate from Grade V II to Grade V I I I  f e l l  

from 23.4 per cent in 1971 to reach 19.3 per cent in 1979 ( its  lowest) 

and rose marginally to 21.6 per cent by 1985. As a consequence, the 

number of Grade V II drop-outs rose from 56,576 in 1971 to over 100,00 

by 1980, and 177,300 in 1988.

The decrease in the progression rates are due to the increase in

7This is as a result of a combination of the effects of the declining economy, high population 
growth rate (at over 3.5 percent per annum) and the fact that over half of Zambia’s population, of 
about six million people (1980 census), are below the age of fifteen.
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Table 4.7: GRADE V II ENROLMENT AND PROGRESSION TO GRADE V I I I  (FORMERLY 
FORM I ) :  1971 TO 1988

YEAR ENROLMENT PROGRESSION RATE % NOT SELECTED

1971 73,859 23.4 56,576
1972 80,506 21.3 63,358
1973 85,213 21.8 66,636
1974 93,891 22.6 72,672
1975 99,693 22.9 76,863
1976 103,499 22.2 80,522
1977 107,145 21.9 83,638
1978 114,876 19.7 92,245
1979 121,279 19.3 97,872
1980 129,360 21.6 100,418
1981 — 20.2 —
1982 — 20.8 —
1983 — 22.4 —
1984 — 19.8 —

1985 — 21.6 —

1988 234.035 24.8 177,300

Source: Progression rates from Central S ta tis tic a l Office: Country
P ro file , Zambia 1985: Enrolment from Ministry of General
Education, Educational S ta tis tic s . 1980. For 1988 from Times 
of Zambia, Thursday, 28 January, 1988. The progression rate 
for 1988 could have been 10 percent were i t  not for self-he lp  
schools provided by churches, parents and others.

the number of primary schools in the 1970s and 1980s which was not 

accompanied by a s ign ificant increase in the number of secondary 

schools. For example, while the number of primary schools increased 

from 2,598 in 1971 to 3,055 in 1984, the number of secondary schools 

only rose form 114 to 194 over the same period (Central S ta tis tica l 

Office (CSO), Country P ro file , 1985). Actually, the increase in the 

number of secondary schools from 144 in 1983 to 194 in 1984 was due to 

the increase in the number of fee paying but small and, often, low 

quality private secondary schools.

And for those who enter secondary schools, only 50 percent of them 

would progress to senior secondary education (CSO, Country P ro file , 

1985:79). From senior secondary to te rtia ry  education, Sanyal, e t. a l.
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in 1976 estimated that for those with good senior school c e rtific a te  

results, the progression rate lies  between 0.20 and 0.53.

B. The Choice of Technology and the Competition fo r Limited Skilled

Manpower between the Public and Private Sectors

Evidence considered in the previous chapters suggests that the 

import-substitution industria lization  strategy adopted in Zambia has 

relied on imported raw m aterials, intermediate and capital goods. The 

capital goods imported from the developed countries are usually both 

labour-saving and s k ill intensive. As noted above Zambia had no 

adequate supply of the necessary s k ills . Even piece-meal solutions of 

relying on expatriate labour and increased use of unqualified manpower 

to f i l l  some of the vacancies have fa iled  to reduce the manpower 

d e fic it .

Intense competition for the lim ited supply of s k ills  between the 

public and private sectors further contributes to the severity of the 

problem. Since the e la s tic ity  of sk illed  manpower supply in Zambia is 

very low when compared to the persistent outward s h ift in the demand 

for high-level s k ills , attempts by the private sector and multinational 

companies to a ttrac t such s k ills  from the public sector by bidding up 

pay have only succeeded in raising the wage b i l l  than in increasing the 

supply of manpower (Arrow and Capron, 1959).

In Zambia, the private and public sectors adopt d iffe ren t adju­

stment strategies to s k ill shortages. Given that the public sector’ s 

pay structure is bureaucratic and in fle x ib le , adjustment through supply 

instruments (increasing train ing) are usually preferred to demand adju­

stment. The private sector, on the other hand, seeks to influence 

labour m obility by increasing re la tive  earnings. However, since



resources are given at any time, an increase in tra in ing  means that 

there is l i t t l e  le f t  for other purposes and as such, the public sector 

may not usually be in a position to o ffer competitive pay packages at 

the same tim e.8 The private sector, which does not expose much of its  

resources to the risks associated with train ing is therefore in a 

better position to afford higher than competitive pay packages to 

a ttrac t and retain sk illed  labour (see chapter V I) .

C Lack of Confidence in Indigenous Personnel

The lack of confidence in the technical capab ilities  of the indi­

genous personnel is due to the reliance on imported sophisticated tech­

nologies and h istorica l factors (Johnson, 1980; King, 1977). In Kenya, 

as elsewhere in A frica, King (1977:72) found that many European and 

Indian employers had negative attitudes towards Africans. Such 

employers viewed Africans with secondary education as being "money- 

crazed, lazy, big headed and p o lit ic a lly  dangerous.. . no loyalty to the 

firm , and w ill walk out at a whim". King points out, however, that 

perhaps th is  stereotype reveals a great deal more about the employers 

than the A fricans.9

Employers in Kenya and elsewhere in A frica, have a long established

B̂etween 1980 and 1987 out of a total of 1016 artisans trained by ZCCM, 864 le ft (i.e. 85 per 
cent); and out of 657 graduates recruited or trained at ZCCM’s own expense over the same period, 379 
(58 per cent) le ft. Training expenditure in ZCCM, at 1980 constant prices, rose from K5.6 million in 
1980 to about K24 million in 1987 (K90.6 million at current market prices)(a rise of about 47 per 
cent per annum over the period). Zambia Daily Mail. March 21, 1989.

9In Nigeria, the firs t colonial governor referred to this misconception about Nigerians in 
particular and Africans in general: " It has long been the fashion to speak of the African as 
naturally lazy, leaving work to his women, and contented to lie in the sun and eat and drink. It 
would seem, however, that there are few races which are more naturally industrious". Sir Fredrick 
Lugard, The Dual Mandate in British Tropical Africa. London, 1922, p. 400. Quoted by Eno J. Usoro, 
1982, p. 211.
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trad itio n  of employing Indians (or Europeans) in sk illed  jobs while 

Africans were confined to semi-skilled ones; the "Africans tended to be 

kept on very specific tasks, and thus never got such a wide competence 

that they could market i t  outside the firm" (King, p. 72). Even when 

the Kenyan government introduced stringent work-permit regulations to 

encourage the employment and train ing of nationals, King suggests that 

such employers frustrated the Africans deliberately so as to make them 

leave. Once local employees le f t ,  the employers could then use i t  as 

an excuse to ju s tify  renewing existing work permits fo r expatriates or 

applying for new ones.

Whereas the choice of capital-intensive and s k ill-in ten s ive  methods 

of production may have ju s tif ie d  the employment of expatriates (say in 

Zambia) because of the shortage of local educated manpower and the lack 

of adequate local train ing fa c i l i t ie s ,  i t  has been shown however that 

" . . .  a European en route for Kenya used to sail in the top end of the 

Suez Canal as a technician and emerge as an engineer" (King, p. 73).

Notwithstanding the foregoing, Adam Smith argued that lawyers, 

physicians, and goldsmiths were a ll paid highly because society had 

high trust and confidence in them. In Zambia, th is  would imply that 

the employers would tend to place more trust and confidence, wrongly or 

rig h tly , into expatriates than they would in the local Zambians: the 

technology used in production processes originate from the industria­

lized countries where most of the expatriates come from. Since the 

employers perceive the expatriates, and not the local Zambian equiva­

lents, to be technically sk illed  and competent, they are usually paid 

highly and given high-ranking positions. Although such high earnings 

may in part be due to scarcity rent and the high demand for such s k ills  

on the international market, confidence and trust accorded expatriates
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may also be s ign ificant factors.

Whereas Smith’ s analysis was in a context of a singular society, 

its  a p p licab ility  in a plural society (where prejudices and d iscri­

mination (as noted above) may be important factors in determining both 

the employment and pay po licies) is lim ited. This was evident when the 

author was v is itin g  companies in Zambia when, more often than not, 

expatriates with sim ilar attributes were placed in higher positions 

than th e ir  Zambian counterparts (see chapter V II ,  § 7.1)

4.1.2 EFFECTS OF LABOUR SHORTAGES

The effects  of high-level labour shortages discussed above have 

been s ign ificant in Zambia. And since the a v a ila b ility  and quality of 

manpower in any country determines the economic success of that 

country, i t  is plausible to argue that the present poor state of the 

Zambian economy is to a large extent re flective  of th is . Among other 

things, sk illed  manpower shortages have had the following e ffe c ts :10

(a) d istorting the structure and quality of economic growth,

(b) dependence on expatriates—which has resulted in an out-flow of 

resources due to externalisation of salaries and g ra tu ities . Given 

the high concentration of expatriates in Zambia, th e ir  consumption 

and social patterns have had a negative demonstration effect on the 

local population, and

(c) increased income inequalities between d iffe ren t occupations, 

individuals, groups and areas. We discuss th is  under section 4.3 

when we shall be analysing the pay structure.

J o l l y ,  1971,  p.  46
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A. Distorted Economic Structure and Poor Quality of Output

By assuming the principle of decreasing returns to factors, i t  has 

been possible to show that sub-optimal supplies of sk illed  manpower may 

lead to lower output and to a lower potential rate of future growth 

(Jo lly , 1971:46). For th is  reason, i t  is suggested that despite the 

massive financial resources generated by the high world copper prices 

in the 1960s, the rapid economic growth experienced in Zambia was s t i l l  

below what i t  could have been were there adequate supply of educated 

and sk illed  local manpower.

Jo lly , illu s tra te s  how Zambia’s growth and economic structure have 

been held back by labour shortages. He argues that a combination of 

too l i t t l e  s k ills  with too much capital and other resources may give 

rise to a wasteful use of raw-materials, inadequate maintenance and 

repair of capital goods, excessive imports, neglected entrepreneurial 

opportunities, e tc .11 Even in the mining industry where the quality of 

management is re la tiv e ly  high, rough use and poor maintenance of 

machinery has resulted in a s ign ificant reduction in the expected l i f e  

of some underground machinery.12

At independence, Zambia adopted a balanced-growth approach to 

economic development but its  success depended on having, at least, some 

structural prerequisites. One such prerequisite was the "administ­

rative capacities of the bureaucratic structures".13 Ollawa further

11 In the case of building projects, for example, the lack of skilled local manpower was said to 
be responsible for the excessive insistence on standards, excessive use of materials and poor quality 
of finished products relative to costs.

12Jolly (p. 47) also argues that, in economic terms, the shortage of skills has generally not 
been balanced by a rational calculation of how much additional capital and other inputs to use, but 
has led to a narked decline in the application of rational management in the allocation of resources.

13Patrick Ollawa, Participatory Democracy in Zambia: the Political Economy of National Develop­
ment. (Ilfracombe, England: Arthur H. Stockwell, 1979), p. 166. Usoro (1982) discusses similar prob­
lems in Nigeria.
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argues that a major p rio rity  of a country a fte r  independence is "to 

adapt the style and structure of public administration to new 

p rio rit ie s  of government". At stake therefore were decisions and 

judgements of "how best to localise the objectives, procedures and 

structures of the c iv il service and not merely its  personnel."14 At 

the time of launching both the F irs t and Second National Development 

Plans, both Ollawa and Jo lly , argue that no such prerequisites existed 

and as a consequence a massive recruitment of expatriates followed. 

The expatriates were needed to formulate and to assist in the 

implementation of the national development plans.

The extent and influence of expatriates on Zambia’ s economic

structure is demonstrated by Ollawa (p. 166) who cites some s ta tis tic s  

which show that in 1975, there were only four Zambians out of a to ta l 

of 24 planning s ta ff at the Planning Division. He thus argues that 

given the incom patibility of interests between expatriates and local 

Zambians, achieving the Zambian ideology’ s ultimate objective of equity 

was d if f ic u lt .

The Lewis (1955) model, which suggested that concentrating inves­

tment resources in sectors with rapid growth potential would result in 

high rates of economic growth, had considerable influence on the choice 

of the development strategies in Africa in the 1960s. The model

assumed that the rate of economic growth is a product of an interaction

between the rate of savings and the capital-output ra tio . However,

applying th is  model to an economy with dualis tic  characteristics and

H It is recognised that the main problem after independence in any country is to adapt the style 
and structure of the public administration to the new priorities of the government. This calls for 
qualified manpower to implement such changes and where these are in short supply, as was the case in 
Zambia, i t  is not surprising that no such adaptation seem to have taken place. For a further discu­
ssion of this issue, see N. Heseltine, "Administrative Structures and the Implementation of Develop­
ment Plans" in H. Simonis and U. E. Simonis (eds.), Socioeconomic Development in Dual Economies: Exa­
mples of Zambia. (Munich: Helforum-Verlag, 1971), pp. 177-91.
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s k ill  shortage problems like  Zambia only succeeds in distorting the 

economic structure even further as most of the capital investments and 

the sk illed  labour are concentrated in the urban areas.15

This and other sim ilar models of economic development were 

conceived by expatriate economic advisers who thought they knew what 

African countries wanted and how to achieve i t .  When such plans f a i l ,  

we are often told that i t  has to do with poor planning, management 

practices, corruption, etc. in these countries. Hardly, i f  ever, is i t  

said or admitted that the 'expert’ advice (which may, however, be 

theoretica lly  sound and consistent) has been misplaced in a context of 

a poor country. This point is made clear by Professor Galbraith 

(1979:7) when he refers to the United States’ large and costly assi­

stance programme to Indian agriculture in the 1950s:

What we (l/SA) had decided were the causes of poverty with which the Indians and we 
sought to contend was derived not from thought but from convenience. There were, 
broadly speaking, only two things we could provide to lessen the deprivation--we 
could supply capital and, in principle, useful technical knowledge. The causes of 
poverty were then derived from these possibilities--poverty was seen to be the 
result of a shortage of capital, an absence of technical skills. The remedy inc­
luded the diagnosis. Having a vaccine, we identified smallpox. Only by accident 
could a therapy so selected be successful. There was, alas, no such accident.

Referring p articu larly  to the confusion between cause and consequences

of poverty and to advise from expatriates from developed countries,

Professor Galbraith (pp. 20-21) says that

Advice on economic development in the last thirty years has come extensively from 
economists and technicians of the rich countries. They have seen what has worked 
in these lands (developed countries) and, not surprisingly, have advised the same 
for the poor countries. Planned public and private investment, education, 
agricultural extension, public works, public development of industry, have been so 
urged. And all too often these have foundered on the administrative or political 
inadequacy derived from poverty they were meant to cure.

With particu lar reference to Zambia Jolly (p. 53) observed that

"... in the long-run, the employment of a dominant proportion of expatriate staff 
has entailed real costs (in terms of lower growth and distorted economic

15For a pattern of Investment in the First and Second Plans, see Ollawa, op. c it. pp. 167-77.
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structure) considerably above what would have been incurred had skilled local 
Manpower been in optimal supply."

The e ffec t of s k ill  shortages on the quality  of output in the 

public sector have been substantial but these are not captured in the 

o ff ic ia l s ta tis tic s . In the national accounts, government services are 

measured by the value of inputs and not the value of output. That is , 

in terms of input costs like  the value of the wage b i l l  paid and not 

the value of the goods and services provided.16 I f ,  however, average 

wages are rising faster than the consumer prices— as the case was in 

Zambia in the early years of independence (see table 4 .9 )— national 

income s ta tis tic s  may show a rise. Thus, under these conditions (of 

widespread labour shortages), national income s ta tis tic s  may prove to 

be quite unreliable.

Output quality  is further undermined by the general rise in labour 

turnover. Employers in the public sector, whose pay structure is cent­

ra lly  controlled and thus in fle x ib le , resort to upgrading posts so as 

to improve earnings and thereby reduce turnover. National income sta­

t is t ic s  f a i l  to capture the adverse effect of these on the quality of 

services offered: the amount and quality of work which any individual 

does may be overstated, and the number of people employed in higher 

grades (but not doing work of high quality) may appear to be large.

B. Dependence on Expatriates and its  Impact on Balance-of-Pavments

As noted in the 1987 Annual Plan, although the absolute number of 

expatriates is re la tiv e ly  small in to ta l wage-employment, th e ir  

influence through the high ranking posts they occupy is s ign ificant. 

In monetary terms the cost of th is dependence on expatriate s k ills  has 

been quite phenomenal. For example, Ollawa (p. 118) shows that despite

u The analysis here draws heavily from Jolly, pp. 53-55
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the numerical reduction in the number of expatriates due to Zambiani­

sation, remittances of salaries and other financial transfers for 

expatriates between 1970 and 1975 to ta lled  about K291.9 m illion . In 

1975 alone, K85 m illion  or 16.4 percent of Zambia’s foreign exchange 

earnings, was externalised by expatriates.

From 1985 expatriates have, in addition to the kwacha salaries and 

fringe benefits, been paid an inducement allowance d irec tly  in foreign 

exchange. At the time the author was v is itin g  some INDECO companies in 

1987, the foreign exchange payments to expatriates in inducement 

allowances ranged from US$350 to about US$600 per month. The local 

currency monthly salaries in one subsidiary company (excluding enter­

tainment allowances and other fringe benefits) ranged from K1,800 to 

K3,083. While such high pay rates may be necessary to recruit and 

retain such labour on the international labour market, i t  poses some 

problems to the affected companies and to the ZIMCO pay structure. I t  

is suggested that (Arrow and Capron 1959:297) when a firm  pays a lower 

salary to its  existing employees (Zambians in our case) and higher 

ones to its  new ones (recru its  in occupations where labour shortages 

are experienced—expatriates), of roughly the same grade, a disequi­

librium situation exists. In a well developed market this may not 

persist in d e fin ite ly . That i t  has persisted for so long in Zambia 

implies that in stitu tion a l and not only market forces are important in 

determining the pay structure— see section 4.3 below.

To demonstrate the extent of resource outflow from Zambia resulting  

from th is  policy consider the following: table 4.3 shows that there 

were 757 contract non-Zambians in the 1985/86 financial year in the 

ZIMCO Group of companies (excluding ZCCM). In ZCCM, the employment of 

expatriates was 1,633 in December 1985 and 1,384 in December 1986—an
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average of 1,508 for the 1985/86 financial year (in  1975 the number of 

expatriates in the mining industry was about 4,500 and th is  f e l l  to 

about 2,500 by 1980). According to the 1987 Annual Plan (p. 59), there 

were 11,900 expatriates in the whole economy in 1986. We assume, 

conservatively, that on average expatriates received, each, about 

US$400 per month. Although th is  policy remain to-date, we shall 

confine our guesstimates to the 20 months period—October 1985 to May 

1987—over which the weekly auction of the kwacha was done. The to ta l 

guesstimated foreign exchange costs in US dollars:

Parastatal (ZIMCO + ZCCM): 2265 x 400 x 20 = 18,120,000

Whole country: 11900 x 400 x 20 = 95,200,000

At an average exchange rate of K7.31 (World Bank, 1987:511) to one US 

dollar over the auctioning period, the cost of the above foreign 

exchange payments in kwacha terms was about K132.5 m illion for the 

parastatal sector alone (an average of about K6.6 m illion  kwacha per 

month over the period) and K696 m illion for the whole country. With 

to ta l exports estimated at US$735.2 m illion in 1986, the to ta l foreign 

exchange externalised through expatriate inducement allowances in 1986 

accounts for about 13 per cent of exports.17 With such a sign ificant 

outflow of foreign exchange, in the wake of fa llin g  to ta l foreign 

exchange earnings, Zambia’s capacity to import has greatly been reduced 

(see chapter I I I )  and, as a consequence, continues to experience 

formidable economic problems.

17However, due to foreign exchange problens only US$64.1 Million net current transfers 
(workers’ remittances, transfers by Migrants, etc.) were actually effected in 1986, see World Bank, 
World Tables, 1987, p. 511. When we take into account the transfer of part of the local currency 
salaries and gratuity at the end of contracts, the proportion of foreign exchange spent on 
expatriates rises considerably.
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The expatriates’ consumption habits may have had a distortional 

demonstration e ffec t on the local population.18 For example, Jolly has 

argued that in 1967, the average earnings of non-Africans were about 

twenty-three times the per capita income of Zambia. Such high incomes 

were spent on large houses, cars, clothes, holidays, etc. This 

increased the sense of inequality between expatriates and the local 

population. One result of th is  has been "to raise local ambitions and 

expectations fa r beyond what would be within the nation’s grasp for 

several generations...". Jolly also feels that the higher wage demands 

and wage levels which followed were partly  due to such high 

expectations. And given the high concentration of expatriates in 

Zambia, i t  was d if f ic u lt  for the government to make a strong stand on 

wages under conditions of high pay d iffe re n tia ls  between expatriates 

and the local workers.

One consequence of rapid increases in pay levels is to increase the

levels of demand and in an economy which imports most of its  consumer,

intermediate and capital goods, which further puts pressure on the

balance of payments. To a ll these, Jolly observed that (pp. 50-51)

Less obvious are the expatriate influences on standards. Many of these are direct 
transfers fro* the life  in a *ore industrialised society, including indeed 
abilities and expertise for which the expatriate is wanted and employed. But 
others are wore debatable--ranging fro# the ways in which the employment of an 
expatriate leads to the transfers of values fro* a different culture, society or 
nation to the way i t  injects or strengthens the narrower interests of a higher 
income group, a different class, or a different race. Again the argument is not 
that a mixture of cultures or even interests in not really healthy for a society, 
but that in Zambia these values and attitudes of expatriates and non-citizens have 
assumed exceptional form due to the predominant positions of expatriates in the 
higher levels of skills and occupations.

18011awa, op. c it. p. 118 and Jolly, op. c it. pp. 49-51.



-149-

4.2 THE EMPLOYMENT SITUATION

Employment growth since independence has not been very imnressive.

Although to ta l wage employment grew at an annual rate of about 6.5 per

cent between 1964 and 1970 (table 4.8A), exceeding the annual popu­

lation growth rate of 2.7 over the same period, i t  was below the annual 

growth rate of real GDP, at 10.6 per cent.19 This shows that the 

inherent assumption in the industria lisation strategy that output 

growth per se would increase employment was not realised. For example, 

the plan target under the F irs t National Development Plan (1966-70) to 

create an additional 100,000 jobs over the plan period was not met 

either due to the rising wage costs or to other problems (Republic of 

Zambia, 1971:10).

Because of the rising wage costs and re la tiv e ly  cheaper cap ita l,

employers increasingly substituted capital for labour. However, the 

increased use of more capital-intensive methods of production presented 

two problems in Zambia: f i r s t ,  due to sk illed  and educated labour

shortages such techniques could not be e ff ic ie n tly  u tilised  short of 

recruiting expatriates; and secondly, the high proportion of the 

unskilled labour force could not be employed in s u ffic ie n tly  large 

numbers as these techniques were both re la tiv e ly  more cap ita l- and 

s k ill intensive.

From 1975 to date, wage employment has been on the decrease. From 

accounting for about 27 per cent of the to ta l labour force in 1974, i t  

f e l l  to an estimated 10 per cent in 1987 (table 4.8B), The collapse in

19For the conceptual problems of defining the concepts of employment and unemployment see
Amartya Sen Employment. Technology. and Development { Oxford, England: Clarendon Press, 1975),
Chapter 1 and; Pan A. Yotopoulos and Jeffrey B. Nugent, Economics o i Development: Empirical
Investigations (New York: Harper & Row, 1976), pp. 199-203.
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Table 4.8A: Employment bv Sector: 1965-1985 
(in thousands)

Annual Average Percentage Growth Rates

Sector 1965* 1970b 1975 1980 1985+ 1965-70 1970-75 1975-80 1980-85 1965-75 1975-85

Agriculture, Fore­
stry & Fisheries 32.7 34.6 36.1 32.6 35.1 1.16 0.86 -1.94 1.53 1.04 -0.28

Mining & Quarrying 52.4 64.1 64.7 63.1 57.5 4.47 0.18 -0.49 -1.77 2.35 -1.11

Manufacturing 27.8 36.3 44.3 47.8 48.5 6.12 4.41 1.58 0.29 5.94 0.95

Electricity & Water 2.8 3.2 5.1 8.0 8.2 2.85 1.19 11.39 0.5 8.21 6.07

Construction & Allied 
Repairs 45.3 73.8 71.6 43.8 29.2 12.58 -0.60 -7.77 -6.67 5.80 -5.92

Distribution, Restau­
rants & Hotels 23.8 32.5 33.0 31.4 28.2 7.3 0.31 -1.0 -2.03 3.87 -1.02

Transport & 
Communications 14.8 23.1 22.0 24.0 24.2 11.22 -0,95 1.82 0.17 4.86 1.0

Finance, Insurance 
Real estate & 
Business Services 18.7 22.7 22.6 * 4.28 0.09 _ 2.09

Community, Social 
& Personal Services* 61.7 87.2 97.7 106.1 108.0 8.27 2.41 1.72 0.36 5.83 1.05

TOTAL 296.2 389.8 393.5 379.3 361.5 6.3 0.19 -0.72 -0.94 3.28 -0.81

Notes:
4 From Zambian Manpower, p. 3 

From Second National Development Plan p. 9 
+ Preliminary
* Excludes Domestic Servants 

Source Central Statistical Office, Monthly Digest of Statistics, various issues

the world copper prices were largely responsible for th is . The govern­

ment reacted to the fa l l  in revenues from the mining industry by 

reducing its  capital expenditure (as th is  was p o lit ic a lly  expedient). 

For example, gross fixed capital formation at 1970 prices (deflated by 

price indices for goods for gross fixed capital formation), fe l l  from 

K345.8 m illion in 1975 ( i . e . ,  24.09 per cent of GDP) to an estimated
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K45.37 m illion  in 1985 (3.05 per cent of GDP)— a fa l l  of about 87 per 

cent over a ten years period. This resulted into a recession and

Table 4.8B: Labour Force and Wage-paid Employment in Recent Years

Year Labour Force* Wage-Employment % Employment/
Labour Force

1974 1 430 000 384 890 26.9
1975 1 479 000 393 470 26.6
1976 1 526 600 368 790 24.2
1977 1 586 000 370 450 23.4
1978 1 641 000 367 010 22.4
1979 1 698 000 373 820 22.0
1980 1 761 400 379 300 21.5
1981 1 824 200 373 720 20.5
1982 1 880 400 367 510 19.5
1983 1 962 300 363 800 18.5
1984 2 036 900 365 290 17.9
1985 2 104 000 361 520+ 17.2
1986 3 360 000+ 360 540+ 10.7
1987 3 486 000+ + 365 650+ + 10.4

+ Preliminary 
++ Projection

* Labour Force refers to those aged between 15 and 65 but 
excludes students, old and disabled, re tired , beggars, 
vagrants, and prisoners— Annual Plan 1987, p. 106

Source: Republic of Zambia, Annual Plan, 1987, p. 47

to ta l employment in labour-intensive industries like  construction fe l l  

from 72,000 in 1975 to 29,000 in 1985—which is equivalent to an annual 

decline of about 6 per cent over the period.

The implementation of the IMF restructuring programme in 1985 

further compounded the unemployment problem. To increase p ro fita b ility  

under slack capacity conditions, the programme sought to cut employment 

substantially so as to improve s ta tis tic a l productivity— in that i f  

employment is reduced, productivity would increase even i f  there is no 

change in to ta l output. The unemployment situation is neither helped 

by the rapid population growth rate of over 3.5 per cent per annum and
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the rising number of school leavers. While there has been a noticeable 

fa ilu re  to increase employment in the formal sector, no particular 

attention has been paid to the urban informal sector which has a high 

potential for increasing employment opportunities.

4.2.1 THE URBAN INFORMAL SECTOR EMPLOYMENT POTENTIAL

The informal sector’ s employment potential has not been realised 

simply because i t  lacks the appeal of modernity. The 1972 ILO Mission 

to Kenya found that th is  sector has not been supported by the govern­

ment, and more often than not, harassed. The mission also found that 

the sector operates outside the benefits and regulations of government 

and has, thus, no access to formal credit fa c i l i t ie s  and sources of 

modern technology. Its  a c tiv it ie s  are o f f ic ia l ly  lim ited and are thus 

often seen to be ille g a l (ILO, Mission to Kenya, 1972:504). Since th is  

sector is characterized by small-scale, self-employed production units 

which are usually very competitive, i t  may represent the secondary 

sector in a segmented labour market.

In 1982, SATEP estimated that there were between 200,000 and

300,000 people engaged in urban informal a c tiv it ie s  in Zambia20— about 

25 to 30 per cent of the to ta l urban working population. Of these 

about 50,000 were thought to be employed in the manufacturing and the 

repair a c tiv it ie s  of the informal sector alone— that is , almost equal 

to to ta l employment of the formal manufacturing sector. The 1987 

Annual Plan (p. 111) estimated that there were a to ta l of about 1.3

m illion people in the urban informal sector. The Plan however

20For a discussion of the potential of the informal sector in enployment creation, see World 
Employment Programme, Southern African Team for Employment Promotion (SATEP), The Urban Informal 
Sector in Zambia: a Programme for Action. Report to the Zambian Government. (Lusaka: International 
Labour Office, 1982). The urban informal sector in Zambia produces goods and services, at affordable 
prices, for the low income groups.
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acknowledges that "s ta tis tics  on the size of the informal sector are 

scanty. As such crude estimates are used to have an indication of its  

size".

Given its  characteristics of self-employment, low capita lisation , 

production of re la tiv e ly  low quality goods and services, high levels of 

competition, early entry and e x it , restricted access to credit and 

lim ited capacity for accumulation, measures to improve and strengthen 

the role of the informal sector poses some problems:21

(1) The predominance of labour-intensive techniques of production 

imply low productivity and, thence, low incomes to the participants. A 

policy dilemma therefore emerges: labour-intensive techniques which

generate more employment opportunities may result into low incomes due 

to th e ir  inherent low rates of productivity and therefore not the best 

way of improving income d istribu tion . I f  on the other hand, access to 

credit results in increased capital intensity and higher productivity, 

employment growth w ill be smaller and inequitable income distribution  

would obtain as only a minority would benefit.

The foregoing argument is based on the premise that increased 

access to c red it, in i ts e lf ,  would lead to increased capital in tensity. 

But th is  need not necessarily be the case as i t  is possible, at certain  

levels of production, to increase both the amount of capital and labour 

used. Moreover, access to formal credit may further integrate the 

informal sector with the rest of the economy and the m u ltip lie r e ffect 

resulting from such linkages may create even more employment 

opportunities.

21 Ibid. p.  10
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(2) The Informal sector produces in fe rio r22 goods with low income 

e la s tic it ie s . Measures to improve the incomes of the informal sector 

participants may therefore reduce the demand for the informal sector 

products and increase that for the formal sector. However, SATEP 

argues that i f  product quality is improved and new products introduced, 

th is  problem may not be very serious.

By its  very nature of self-employment and small units, employment 

growth in the informal sector "appears to be due to la tera l expansion 

of establishments rather than growth of the size of firms". Thus 

measures to improve the performance of the informal sector should aim 

at strengthening its  supply and demand bases. To achieve th is , 

problems of finance, legal reforms, government support, etc. need to be 

resolved.

One other problem hindering the growth of the informal sector is 

its  relationship with the formal sector. The import-substitution indu­

s tr ia lis a tio n  strategy (fo r the formal manufacturing sector), has pre­

determined the growth of the informal sector. For example, since the 

la tte r  depends on the former for its  inputs, the former sector has 

monopoly power and can, thus, charge higher prices to the la tte r . As a 

consequence, we observe a net transfer of resources from the informal 

to the formal sectors. In the wake of the current foreign exchange

problems affecting the formal sector, the informal sector and its

output quality  have been further undermined.

In summary, the employment potential of the informal sector can 

only be realised i f  measures are taken to improve the sector’s perfor­

mance. In particu lar, th is  has to be addressed in a wider context

22SATEP, ibid. p. 10, wrongly, use the concept of Gif fen goods to refer to the products of the 
informal sector. Conceptually, a Giffen good is one whose relative demand declines as its price 
falls whereas an inferior good is one with falling demand when the income of the consumer increases. 
The latter and not the former should be applied to the informal sector products.
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to include how the urban informal sector relate and interact with the 

formal and trad itio n a l sectors. Issues of provision of cred it, 

reforming in stitu tio n a l arrangements, provision of train ing and 

reforming the legal system a ll need to be resolved before any 

sign ificant benefits can be had from the informal sector.

4.3 EARNINGS AND THE PAY STRUCTURE

One main characteristic of the Zambian labour market, since 

independence, has been the persistent rise in nominal earnings, 

especially for the unskilled labour (represented by the average for 

Zambians in table 4 .9 ). This has mainly been a d irect result of the 

egalitarian  pay policies pursued by the government which sought to 

bridge the gap between the highly and lowly paid workers. This policy 

objective however has had l i t t l e  or no regard to the resultant income 

d iffe re n tia ls  between those in wage-paid employment and the unemployed 

on one hand and between the urban and rural areas on the other.

In the context of Zambia’ s employment and s k ill  shortage positions, 

the trends depicted in table 4.9 demonstrate how these problems are 

further exacerbated:

(a) the annual increase in nominal earnings has been higher for 

less sk illed  Zambians than the re la tive ly  more sk illed  non-Zambians;

(b) the rate at which real earnings fa l l  has been higher for non- 

Zambians than for Zambians; and

(c) from 1972 onwards, real earnings have generally been fa llin g  

for both Zambians and non-Zambians.

Many of the Zambians in wage-employment are e ither un- or semi­

sk illed  and a rapid increase in th e ir  earnings over the post
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independence period implies that th e ir labour services became 

re la tiv e ly  more expensive than the more skilled  non-Zambian labour and 

cap ita l. Such a higher increase in the re la tive  cost of less skilled  

labour has resulted in sk illed  manpower and capital (which are rela­

tiv e ly  cheaper) substituting the former in the production process 

(Jo lly , 1971:33-37). An increase in capital and s k ill  in tensities  

further exacerbate Zambia’ s dynamic s k ill shortages problems as the 

demand schedule for s k ills  sh ifts  outwards, with l i t t l e  or no change in 

the supply of the necessary s k ills . The fa l l  in wage-employment to 

about 10 per cent of the labour force in 1987 (table 4.9B), among other 

things, is due to the rising cost of labour.

Individual firms would experience d if f ic u lt ie s  in responding to a 

fa l l  in real earnings. I t  is suggested (Keynes, 1936; Robinson, 1986) 

that the supply of labour is a function of nominal money wages and not 

real wages. Due to money i l l us i on , an increase in nominal earnings may 

be in fla tionary  in that firms have to pass on the increased labour 

costs in the form of higher prices to th e ir customers. On the other 

hand, a f a l l  in the real earnings of sk illed  and professional labour 

occupations may discourage (re la tiv e  to that of the less sk illed  

labour) s k ill  acquisition (Freeman, 1971). Thus i f  the pay packages 

offered by individual firms are neither high enough to compensate for 

the high cost of liv ing  nor to a ttrac t enough new entrants to given 

skilled  labour categories, then dynamic s k ill shortages could become a 

permanent feature of the labour market. We develop th is argument 

further in the subsequent chapters in the context of INDECO.

Since there have been no e x p lic it pay and employment policies in 

Zambia, we discuss some of the factors which account for the changes in 

the pay structure. Taira (1966) identified  three factors which
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Table 4.9: GROWTH RATES OF NOMINAL AND REAL EARNINGS: 1965-83*
(in percent per annum)

1965-1972 1972-74 1975-1980 1980-83**

Nominal Real Nominal Real Nominal Real Nominal Real

Agriculture. Forestry fc Fishing
Zambians 10.8 4.5 -1.1 -7.9 26.4 2.8 0.55 -8.07
Non-Zambians 8.8 2.8 -2.3 -9.5 23.5 2.9 -12.81 -19.38

Mining & Quarrvina
Zambians 8.5 2.4 2.9 -4,2 25.8 2.5 0.30 -9.64
Non-Zambians 2.4 -3.2 5.8 -1.9 9.5 -4.4 0.015 -10.57

Manufacturing
Zambians 10.0 3.8 1.1 -5.9 16.63 -2.0 0.30 -9.64
Non-Zambians 11.1 5.0 2.5 -5.0 15.1 -1.5 -5.54 -14.44

Construction
Zambians 10.5 4.2 3.0 -4.1 22.8 1.08 0.68 -7.16
Non-Zambians 9.4 3.4 -0.3 -7.6 1.2 -8.8 0.30 -8.64

Transport & Communication
Zambians 14.5 8.0 4.7 -2.5 8.9 -5.7 0.60 -7.67
Non-Zambians 7.9 2.0 4.5 -3.2 6.6 -6.9 -0.81 -16.21

Distribution. Restaurants and Hotels.
Zambians 8.5 2.4 4.3 -2.9 - -0.24 -13.19
Non-Zambians 6.5 0.7 4.7 -3.0 - -0.28 -12.55

Finance, and Related
Zambians - - - - 13.0 -3.7 0.57 -7.83
Non-Zambians - - - - 10.1 -4.1 0.77 -5.44

Community.social Dersonal services
Zambians - - - - 14.2 -3.2 8.69 -5.93
Non-Zambians - - - - 14.9 -01,6 -0.31 -12.77

All Sectors
Zambians 9.5 3.3 3.8 -3.4 20.3 -0.1 0.50 -8.33
Non-Zambians 5.8 0.0 4.1 -3.5 11.3 -3.4 0.25 -12.35

1 In the second half of 1972, wage and employaent classification were changed from African 
and non-African to Zambian and non-Zambian 

b Preliminary

Sources: For 1965-1980 Adapted from Nyamazana (1985, p. 44) For 1980-1983 Central Statistical
Office, Monthly Digest of Statistics (Supplement), Vol. XXII, No. 5 to 8, May/August, 
1986, p. 8.
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influence pay structures in the underdeveloped countries: (a) in s ti­

tutional and social values, (b) accidental factors, and (c) market 

pressures and the a b il ity  to. pay.23 We have already discussed the 

responses of the various sectors to s k ill shortages and, for this

reason, we shall only confine ourselves here with the in stitu tion a l and 

accidental factors.

One view of the development process argues that the market systems 

in underdeveloped countries are so distorted as to f a i l  to reveal the 

real opportunity costs of the various factors of production. Thus, 

despite the abundant supply of labour re la tive  to cap ita l, production 

processes in these countries turn out to be re la tiv e ly  more cap ita l-

intensive. On the assumption of ra tio n a lity , conventional economic 

theory would predict that resources which are in abundant supply, in 

th is  case labour, should have a lower real opportunity cost (than the

re la tiv e ly  scarce and imported cap ita l) and thus used more intensively. 

The main weakness of th is  argument lies  in its  fa ilu re  to recognise 

the fact that when foreign investors (or the World Bank and the IMF for 

that matter) ta lk  of incentives so as to be attracted to these

countries, they e ffec tive ly  mean reducing th e ir  costs and increasing 

th e ir revenues. As a consequence, governments in underdeveloped 

countries seek to outbid each other in adopting policies which make 

capital re la tiv e ly  cheaper and labour expensive. For example, the real 

cost of imported capital goods is reduced by over-valued exchange 

rates, low ta r r i fs ,  accelerated depreciation allowances, and tax

23K. Taira “Wage Differentials in Developing Countries: a Survey of Findings", in International
Labour Review. March, 1966. For a stimulative discussion of the neo-classical and alternative
theories of the pay structure see Brown H. Phelps, The Inequality of Pay. (Oxford: Oxford University 
Press, 1977); Richard Disney, “The Structure of Pay" in J. Creedy and B. Thomas,(eds) The Economics 
of Labour. (London: Butterworth, 1982); E.C. Iwuji, "Wage Structure in Developing Countries: a Compa­
rative Study of Six English Speaking African Countries", in Labour and Society, vol. 5, No. 2, April 
1980; and G. Routh, Occupation and Pay in Great Britain: 1906-79. (London: Macmillan, 1980).
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concessions. Since a ll  governments want to stay in power, th is  

generosity to foreign investors has to be extended to th e ir  citizens as 

w ell, in one form or another. One such way has been the frequent 

revision of the statutory minimum pay upwards and th is  e ffec tive ly  

increases the cost of labour. Substitution of capital for labour and 

re la tiv e ly  cap ita l-in tensive methods of production observed in these 

countries have therefore been inevitable.

With the foregoing point in mind, we now look at the relevance of 

the above factors in determining the pay structure in post independence 

Zambia.24

(a) In s titu tio n a l and Social Values

The most important in stitu tio n a l factors which have influenced the 

pay structure in Zambia are the minimum wage leg is la tion , salary review 

commissions, and the egalitarian  pay principles in favour of the lowly 

paid and less sk illed  workers. At independence the main objective of 

the new government was to replace the racially-based pay structure with 

a unified one, based on other attributes and not race (Fry, 1979). The 

in s titu tio n a l notions of fairness and justice were thus central in 

determining the new pay structure (Phelps Brown, 1977 and Routh, 1980).

Since Africans were paid much lower than non-Africans, any pay 

policy which aimed at achieving equality or un ification of such a pay 

structure was bound to increase the earnings of the former substa­

n tia lly  and in so doing re la tive ly  dampen that of the la tte r . In 

e ffec t, the wage rates for the un-ski lied local labour was set above

24Winston (1979) considered evidence from Nigeria on the effects of corruption and the choice of 
technology. He found that managers paid more than competitive wages so as to be paternalistic towards 
their employees and to insure against nationalization. However, such employers would then behave 
according to the predictions of the neo-classical theory and reduce employment.
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market clearing rates and, as a consequence, levels of urban unemp­

loyment increased. The argument 25 that wages in the labour market are 

fixed in s titu tio n a lly  with l i t t l e  regard to market forces may seem 

applicable here.

The rapid rise in un-ski lied earnings—th e ir  adverse effect on 

employment generation and in fla tio n  notwithstanding— thus re flec t the 

low levels at which they were under the colonial pay structure. I t  

does not mean however that the pay d iffe re n tia ls  between the highly and 

lowly paid were very much affected. For example, despite the fact that

nominal earnings for un-ski lied labour between 1964 to 1970 rose by

about 10 percent per annum, the average ratio  of expatriates to African 

earnings over the same period fe l l  only from nine times in 1964 to six 

times in 1970 (Republic of Zambia, 1971:10). Given such marked pay

d iffe re n tia ls , i t  is not surprising therefore that the in stitu tion a l 

factors became important in determining the pay structure.

I t  has been shown26 that governments in Africa set the minimum wage 

rates but leave those above the legal minimum to be determined by

market forces. But since social value systems in these countries

continue to regard sex, age, status, race and economic order as impor­

tant factors in determining pay, Iwuji argues that i t  is irra tio n a l

under such circumstances to leave the other wage rates to the market 

forces.

That in s titu tio n a l factors have come to predominate in the deter­

mination of the pay structure is surprising for the 1964 Seers Report 

warned that

25See Phelps (1977), Routh (1980), Disney (1982)

26See Iwuji,op. c it. and J.B. Knight, and R.H. Sabot, "The Role of the Finn in Wage Deter­
mination: an African Case Study" in Oxford Economic Papers, vol. 35, No. 1, March, 1983



-161-

The wage and salary question is perhaps the Rost serious problea facing the 
governient; its decision on the wages and the salaries i t  pays itse lf, and the way 
i t  exercises its influence on wages and salaries in the private sector,*ay be 
decisive in deteraining whether Zaibia w ill become during this century a lodern 
developed country.27

The Seers Report stressed the need for restraining the growth of the 

urban wages and salaries so as to promote investment, economic diversi­

fica tion  and competitiveness of exports, as well as discouraging ru ra l- 

urban migration so as to sustain agriculture and a manageable rate of 

urbanisation. The report emphasised the trad e-o ff between wage 

increases and unemployment.

In the event, a combination of circumstances and the government’s 

administrative incapacity e ffec tive ly  meant that no serious thought was 

given to th is  trad e-o ff. For instance, in the same year, 1964, the

Hudow Commission was appointed to review the salaries of the c iv il  

service which had four separate pay scales based on race and length of 

service. The Commission recommended a single scale to cover the whole 

c iv il service—which was to be achieved by raising the pay of the 

lower-paid c iv il  servants and reducing the salaries of the former 

'European’ jobs. This was needed to adjust the pay structure to the 

needs of the local labour market. As expected, high expatriate labour

turnover and unrest followed and the government had to adopt other

measures like  special payments in the form of contract and inducement

allowances, which had l i t t l e  e ffec t in reducing expatriate labour 

turnover.28

In the mining sector the revision of pay structure in 1964 created

27UN/ECA/FA0 (Seers Report), Report of the Economic Survey Mission on the Econonic Development of 
Zambia. (Ndola, Zaibia: Falcon Press, 1964), cited by P. Daniel, Africanisation. Nationalisation and 
Inequality: MiningLabour andthe Copperbelt in Zaibian Developwent (Cambridge, England: Caibridge 
University Press, 1979), p. 144

28This analysis of salary review comissions draws heavily frow Fry (1979:105-112) and Daniels 
(1979).
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two scales— expatriate and local— but these were d i f f ic u lt  to ra tio ­

nalise and thus led to industrial unrest among African miners. The 

government responded to these problems in the mining industry, in 1966, 

by appointing the Brown Commission to investigate the differences of 

conditions of service between expatriates and the local labour. The 

Commission recommended a single pay scale but with allowances for expa­

tr ia te s . The Commission, however, had d if f ic u lt ie s  in deciding what 

factors determined the basic pay scales: i t  rejected the existing expa­

tr ia te  scale because i t  was in fla tion ary , and ra c ia lly  based ( i . e . ,  "to 

secure a 'European’ way of l i f e . . . " ) ;  and that previous co llective bar­

gaining had considerable pay distortions. The local scale was rejected 

because i t  "deliberately under-valued the African scales". The fin a l 

wage increase of 22 percent, across the board, to former African pay 

scales recommended by the commission was arb itrary ; with the sole 

objective of achieving industrial peace in the mining industry.

In the same year, the Brown Commission was followed by the Whelan 

Commission which looked at the d iffe re n tia ls  between the lower and 

higher c iv il  service salaries and, like  the former Commission, i t  also 

recommended a 22 per cent average increase: at least a 25 per cent pay 

rise for those c iv il  servants who earned up to £500 per annum; 20 per 

cent for those who earned between £500 and £1,000; and 15 per cent for 

those earning over £1000 per annum. I t  also recommended the abolishing 

of the rural-urban c iv il service pay d iffe re n tia ls  and th is , in e ffec t, 

doubled the pay of the lowest paid c iv il servants serving in the rural 

areas.

The e ffec t of the above pay increases in the mines and the c iv il  

service was to increase the statutory minimum wage in a ll the other 

sectors by 20 to 25 percent and also to abolish the rural-urban pay
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d iffe re n tia ls  in the other sectors. The above salary review

commissions therefore succeeded to , s lig h tly , reduce the earnings

d iffe re n tia ls  between the top and bottom pay scales in the public

sector (Fry, 1979).

The reduced pay d iffe re n tia ls  between the top and bottom pay scales 

were la te r reversed by the O’ Riordan Commission of 1971 which awarded 

higher increases to the top pay scales. Such increases, i t  was argued, 

were needed to encourage s k ill  acquisition in a country characterised 

by abundant unskilled labour. The commission was of the view that

since independence, the unskilled and the lower income groups had 

enjoyed much higher increases in th e ir  earnings than the sk illed  and 

high income groups, a trend which discouraged s k ill acquisition. The 

O’ Riordan commission therefore recommended awarding a 29 per cent pay 

increase to the highest paid c iv il servants and 10 per cent to the 

lowest paid ones.

The Mwanakatwe salaries commission of 1975 and the Second Turner 

Report of 1978 reversed the precedent set by the O’ Riordan commission: 

they both awarded large pay increases to the lowest paid workers. The 

Mwanakatwe commission in particu lar recommended reducing the pay 

d iffe re n tia ls  between the c iv il service and the parastatal companies. 

I t  was thought that th is  would reduce labour m obility from the former 

to the la t te r . However its  implementation in 1976 sparked-off a 

massive labour turnover spiral to the extent that the government was 

forced to reintroduce payment of allowances—especially to expatriates.

The Mwanakatwe commission pointed out that the non-existence of an 

institu tion a lised  machinery to keep public sector salaries under 

constant review, which was part of the colonial heritage, was becoming 

outdated with the modern dynamics of the labour market and hence the
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frequency of the salary review commissions.

The 1980 Administrative Inquiry into the c iv il  service pay scales 

turned the ega lita rian  elements in the Mwanakatwe and Second Turner 

Report over th e ir  head. Despite its  own admission that there existed 

massive uneven income d istribution in Zambia, i t  s t i l l  went ahead to 

recommend huge pay increases to the top pay scales. For example i t  

recommended raising the basic pay for permanent secretaries from K9,000 

to K15,000 per annum— an increase of about 67 per cent— as opposed to 

41.3 percent for the lowest c ivi1-service entry pay scale. And i f  we 

add, to the salaries of permanent secretaries and other top ranking 

o ff ic ia ls , other allowances like  housing, domestic servants, e lect­

r ic ity , trav e l, subsistence, personal loans, e tc ., the disparity  

between the top and bottom scales becomes very pronounced.29

Since the above salary review pay increases to the public sector 

were also followed by sim ilar increases in the private sector. The 

in fla tionary  spiral and unemployment which followed confirmed the fear

expressed by the Seers Report in 1964.

(b) Accidental Factors

The replacement of expatriates by indigenous personnel is often 

done without adjusting the conditions of service (except of course the 

inducement allowances) to re fle c t the fact that a local employee is 

taking over. The e ffec t is to increase pay d iffe re n tia ls  between the 

low -skill and localised jobs and the high—ski 11 expatriate dominated 

jobs. For example, in Kenya, C o llie r and Bigstein (1981:43) found that

29U, K. Olsson, ‘‘Prices, Wages, and Incomes in Zambia: Policies and their Implementation'1 a Dis­
cussion Paper, SATEP (Lusaka: ILO, 1980) p. 24. The 1980 Administrative Inquiry was made-up of the 
Executive Director, Corporate Planning and Administration at ZIMCO; Deputy Secretary to the Cabinet; 
seven permanent secretaries; the Town Clerk, Ndola City Council; and the Chairman of the Prices and 
Incomes Commission. I t  is not surprising, therefore, that huge pay increases were given to the top
pay scales, for the Inquiry was made up of interested parties.
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for the period 1972 to 1977, real earnings for unskilled manual labour 

and secretarial groups fe l l  by 16 and 22 percent, respectively, but the 

real earnings of African professionals rose by 53 percent over the same 

period. Even when they controlled for age and education, the real 

earnings of African middle- and high- level manpower had not fa llen . 

They a ttrib u te  th is  divergence to Africanisation—whose effects were to 

raise African earnings as a whole and to lower the average earnings of 

a ll employees in the low paid Africanised occupations. The fa l l  in 

real earnings for the low -skill occupations cannot be attributed to 

accidental policy alone as i t  has been shown that the educational 

policy in Kenya of increasing the supply of secondary-educated labour 

was important in reducing wages.30

On the basis of th e ir  findings, C o llie r and Bigstein refute the 

widely held view that real wages are in flex ib le  in underdeveloped 

countries. Here one cannot help noticing the conceptual problem: what 

is said to be sticky are the nominal money wages which— be i t  in the 

underdeveloped or developed countries— are in fle x ib le  downwards, and 

not the real wages. In Zambia, like  in Kenya, the Zambianisation 

policy at the individual level has had the same e ffec t but has fa iled  

to achieve the stated overall objectives.

That formal wage employment in 1987 accounted for only about 10.4 

per cent of the to ta l labour force lends support to Fry’ s (1979:79) 

argument that the wage levels in Zambia cannot be explained by the neo­

classical theory alone as they are, by fa r, in excess of the 'subsis­

tence wage’ and the imputed marginal product of labour in the agricul­

tural sector (even when one takes into account the extra higher cost of

30J. B. Knight and R. H. Sabot, "Educational Expansion, Government Policy and Wage Compression" 
in Journal of Development Economics. Vol. 26, No. 2 August, 1987, pp. 201-221.



liv ing  in the urban areas). Neither is the effic iency model which 

holds that better paid and, thus, fed employees are more productive 

applicable. Basing his argument on the experience of the mining 

industry in the 1950s and 1960s, Fry (p. 97) concluded that the labour 

turnover approach, on the other hand, seems to be applicable in Zambia 

as the high wages paid seek to s tab ilise  the workforce.

4.4 CONCLUSION

In th is chapter we have discussed the causes and effects of labour 

shortages; problems of unemployment; and the behaviour of nominal and 

real earnings over the post independence period.

Although colonial educational policies and leg is lation which 

barred Africans from industrial apprenticeship resulted in severe 

labour shortages at independence; the industria lisation and other 

educational policies adopted a fte r independence have also contributed 

to the continued incidence of s k ill shortages. A ll to ld , the choice of 

technology and the mismatch between the educational system and the 

local labour market resulted into increased dependence on expatriate  

labour. Such a dependence on expatriates has had a negative effect on 

the balance of payments— through salary and gratuity  remittances— and 

in recent years, the decision to pay expatriates inducement allowances 

in foreign exchange has further exacerbated the foreign exchange 

problems. Since expatriates have d ifferen t perspectives, they have had 

a distortional e ffec t on the nature, structure, and type of economic 

growth; and on consumption patterns and aspirations of the local 

population.

A fter independence,the demands for wage increases were d if f ic u lt  to
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res ist, especially given the apparent pay d iffe re n tia ls  with the 

expatriates. Government policies which sought to reverse the colonial 

pay in justice by unifying the pay structure, resulted in rapid pay 

increases for the unskilled labour to the extent that they were subs­

titu te d  for by capital and sk illed  manpower. Over time, rising labour 

costs (especially for the less sk illed  labour) have had a negative 

impact on s k ill  acquisition and wage employment creation. On the other 

hand, the un ification of pay scales also had no regard to the resultant 

effect on the income d iffe re n tia ls  between the d iffe ren t sectors, 

especially between the urban and rural areas, and the employed and 

unemployed.

The lack of an in s titu tio n  to administer and revise wages and 

prices occasionally has led to the reliance on salary review 

commissions in the public sector. One consequence of th is  has been to 

raise the pay structure with no regard to the state of the economy nor 

to employment potentia l. While fewer and fewer people remain in 

employment, they continue to earn more and more money wages while th e ir  

counterparts in the informal and rural sectors get even more 

impoverished.

All said, the present attempts in Zambia to change the structure of 

the economy inwards are fraught with a host of problems— some of which 

emanate from previous government policies and others external. To the 

problems of indigenous s k ill shortages, rising unemployment and labour 

costs, solutions seem to be as remote as ever.



CHAPTER V

RESEARCH METHODS, DESIGN AND ADMINISTRATION OF THE SURVEY

5.0 INTRODUCTION

In th is  chapter we set out to outline the research methods (that 

is , design and administration of the survey) used in collecting the 

data for th is  thesis. We have deliberately avoided using the term 

methodology for the term is said to be misused by many in academia 

(Machlup, 1978). In philosophical1 discourse, methodology may be 

considered as part of logic and epistemology. Because many in academia 

define methodology as the methods used in research like  postal questio­

nnaires, interview schedules, regression analyses, e tc ., Machlup (1978: 

54-55) who reviews a ll past lite ra tu re  on philosophical contribution to

the subject defines i t  as
...the study of principles that guide students of any field of knowledge, and 

especially of any branch of higher learning (science) in deciding whether to 
accept or reject certain propositions as a part of the body of ordered knowledge 
in general or of their own discipline (science).. .though methodology is about 
methods, i t  is not a method, nor a description of methods. Instead, i t  provides 
arguments, perhaps rationalizations, which support various preferences entertained 
by the scientific community for certain rules of intellectual procedures, inclu­
ding those for forming concepts, building models, formulating hypothesis and 
testing theories. Thus, investigators employing the same method--tbat is, taking 
the same steps in their research and analysis--may nevertheless hold very 
different methodological positions, Obversely, supporters of the same methodo­
logical principles may decide to use very different methods in their research and 
analysis i f  they differ in their judgement of the problem to be investigated, of 
the existing or assumed conditions, of the relevance of different factors, or of 
the availability of recorded data. Thus while we use a method, we never "use" 
methodology; and while we may describe a method, we cannot "describe" methodology.
The confusion of methodology with method is, for a literate person, inexcusable.

‘ See Fritz Machlup, Methodology of Economics and other Social Sciences. (New York: Academic 
Press, 1978); Glenn L. Johnson, Research Methodology for Economists: Philosophy and Practice. (New 
York: Macmillan, 1986); Mark Blaug, Methodology of Economics or How Economists Explain. (Cambridge, 
UK: Cambridge University Press, 1980); and for the influence of natural sciences (especially Newto­
nian physics) on economics and other social sciences see Fritjof Capra, Ihe. Turning Point: Science. 
Society and the Rising Culture. (London: Flamingo--Fontana, 1982), ch. II.
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With the foregoing in mind, and since we would like  to think of

ourselves as being li te ra te , we shall describe the research methods

(and not methodology) used in collecting the data on which th is  thesis 

is based. Since a survey is defined as " . . .a  form of planned

collection of data for the purposes of description or production, as a 

guide to action, or fo r the purpose of analysing the relationships 

between certain variab les ."2 we shall f i r s t  describe the design and 

scope of the survey and then turn to its  administration (and problems 

faced) in Zambia and the analysis of the data so collected.

5.1 DESIGN AND SCOPE OF THE SURVEY

The fact that our main subject of study was to in terpret evidence 

of the existence of s k ill  shortages and how firms adjust to such shor­

tages through manpower planning made i t  imperative for us to include in 

our study both employers and employees.3 For employers i t  was further 

f e l t  that in addition to the self-administered questionnaire, a 

structured interview was also necessary to capture some of the

q u alita tive  aspects of s k ill  shortages and manpower planning. In

designing the main questionnaire, our main concern was that since most 

of the manpower data is not published in the INDECO Group, we had to 

strike  a trad e-o ff between the length of the questionnaire (and thus 

the time required to f i l l  i t )  and the level of d e ta il. In the event we 

settled for a reasonably long and detailed questionnaire which, we

thought, could be le f t  with the companies for a period of up to a

2A. N. Oppenheim, Questionnaire Design and Attitude Measurement. (London: Heineman, 1968),
cited in David Parsons, Employment and Manpower Surveys:.A Practitioner’s Guide. Institute of
Manpower Studies Series No. 3, (Aldershot: Gower, 1984), p. 3.

3See a complete specification of the questionnaires used in the survey in appendix IV.
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month. Such a long 'grace' period was necessary considering the 

respondents had other business to attend to .4

Since INDECO is a conglomerate (enterprise) made up of subsidiary 

companies and the head o ffic e , we decided to design separate question­

naires for each level:

(a) The Subsidiary Company Level: th is  turned out to be the main 

questionnaire which was also administered to private sector employers. 

The outline of the questionnaire and its  scope were as follow s:5

( i )  Background data like  name and address; date of establishment in 

Zambia; ownership; product ranges; markets (whether local or foreign); 

sources of raw m aterials, spare-parts and capital goods; whether 

operating at fu l l  capacity and i f  not why; objectives; and the s k ills  

and other operational problems.

( i i )  Manpower Planning: the defin ition  of the concept in the 

company; whether practised as defined and i f  so whether integrated with 

other company objectives and operations; whether and why manpower 

planning conflic ts  with other objectives; and the department 

responsible for manpower planning.

( i i i )  Manpower Information System: the type and modes of keeping 

manpower records; how often such records are consulted in decision­

making; employment s ta tis tic s  from 1980 to 1986/87; c lass ifica tion  of 

the present workforce into occupational, s k ill (and n a tio n a lity ),

4In August 1986, I sent some questionnaires to a sample of INDECO and private companies to 
serve as a pilot survey. However, none of the companies responded and i t  was thus le ft to us to 
decide what was 'reasonable’ . In administering the survey, i t  was discovered that the main question­
naire was too long and very detailed and I had to strike out some of the questions. For example, the 
breakdown of the workforce into individual occupational category, age and length of service 
distribution was not possible as such information was kept in individual personal files.

sThe format of this questionnaire was adapted from Professor Hunter’s (Glasgow University) 
study of labour shortages and manpower policy in west-central Scotland. He kindly sent me his 
original questionnaire and the interview schedule and, kindly, allowed me to use i t  in my study.
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location , age and length-of-service distributions; posts occupied by 

unqualified or inexperienced personnel; educational d istribution  of the 

current workforce; and vacancies (th e ir  types, educational/experience 

requirements, reasons why and for how long they have existed, and 

whether they are being advertised).

( iv )  S k ill Shortages: types of s k ills  which have been d if f ic u lt  to 

recru it in the local labour market and whether th is  has been 

persistent; effects of s k ill  shortages; th e ir  possible causes; methods 

of adapting to s k il l  shortages; and whether pay policy and level are 

important with regard to s k ill  shortages.

(v) Training, Labour Retention and U tiliza tio n : s ta ff on the 

d iffe ren t types of tra in ing; which s k ill  categories usually tra in  

abroad and/or loca lly ; whether there is any coordination with the local 

te rt ia ry  educational sector and the changes which the la tte r  have to 

adopt to become more responsive to the s k ill  needs of industry; the 

effectiveness of the d iffe ren t types of train ing (on-the-job, formal 

and part-tim e) on easing s k ill  shortages, raising productivity, 

Zambianizing the workforce, etc; past wastage rates by reasons why; and 

the factors contributing to voluntary wastage.

(v i)  Manpower Forecasting: whether the company does any forecasting 

and i f  so over what time horizon; methods used to estimate market 

demand (and production) and then translating them into manning 

requi rements.

Estimating Supply: whether the company monitors manpower trends

like  retirement age and wastage so as to forecast lik e ly  future man­

power losses (wastage rates); s k ill  supply from the current train ing  

programmes; and the types (where possible the numbers) of s k ills  from 

the educational system.



Estimating Demand: whether the company is lik e ly  to expand or 

contract in future; future plans and th e ir  manpower implications; 

whether i t  is possible to cl ear l y  identify  current and future manpower 

requirements from the estimates of the firm ’s lik e ly  growth; whether 

the current workforce is overloaded and i f  not whether productivity can 

be improved without increasing employment; whether i t  is possible to 

change working methods or introduce labour saving techniques as an 

adjustment to s k ill  shortages; and whether external help is required to 

convert 'work’ or defined tasks into manpower requirements.

(v i i )  H istorical and Forecast data on output, investment, value 

added, turnover, gross p ro fits , to ta l wage and salary costs and the 

rates of capacity u tiliz a tio n .

I t  becomes obvious from the type of data sought that the main 

objective was to study the specific manpower problems and manpower 

policies at the individual company level. The structured interview  

schedule which complemented the questionnaire confined i ts e lf  to 

tra in in g , s k ill  shortages and the actual process of implementing 

manpower planning.

(b) The Enterprise (Corporate) le v e l: Although the enterprise

questionnaire6 was not as involving as the subsidiary company one, we 

thought that in order to speed up the response, i t  was necessary to 

break i t  into two parts (A and B). Among other things, questionnaire A 

sought data on the following:

( i )  General: departments at INDECO Head Office and th e ir  respective 

responsib ilities; how these departments operate in formulating

6In designing this questionnaire I benefited greatly from a seminar delivered by Professor 
Sisson and coworkers of Warwick University, "The Management of Employee Relations in Multi-Plant 
Organizations" at the Institute of Personnel Management’s 1986 National Conference at Harrogate, West 
Yorkshire. Later Paul Marginson sent me the interview schedules and the technical report from which 
I adapted some questions for the INDECO questionnaire.
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policies; whether INDECO has been given new corporate objectives by the 

government in addition to the orig inal ones at nationalization; changes 

in the internal structure, product and factor markets over the previous 

five  years; and whether conditionality of the IMF restructuring 

programme did affect some of the objectives.

( i i )  S k ill Shortages: occupations in which s k ill  shortages obtain 

at the group level; th e ir  possible effects and causes; the nationality  

and educational d istribution of top management in the Group; the 

consequences of Zambianization on operational e ffic iency; whether there 

are written-down management development po lic ies, plans and train ing  

programmes; and whether there is internal capacity to meet management 

development and train ing needs.

( i i i )  Organizational Structure: policy areas in which the head 

office  e ither monitors the a c tiv it ie s  of the subsidiary companies or 

set specific targets for them; the responsibility and functions of the 

Manpower Planning Unit; whether manpower considerations have influenced 

decision-making and i f  so, to what extent; whether there is a written  

down manpower policy or philosophy; policy areas in which the head 

o ffice  instructs, advises, broadly formulated guidelines, and where 

subsidiary companies have to ta l autonomy; and the types of information 

collected from subsidiary companies.

Questionnaire B sought data on the following:

( i )  Union Recognition and Collective Bargaining: whether industrial 

trade unions are recognised at a ll the subsidiary companies; the role 

of the head o ffice  in co llective  bargaining; whether the head office  is 

d irec tly  involved in pay decisions for unionised employees; whether the 

ZIMCO Z scales are applied uniformly to a ll those under ZIMCO 

conditions of service across the d ifferen t subsidiary companies;
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whet he r there are incentive schemes like  bonus or performance payments; 

whether there are formal job evaluation and grading schemes in the 

group; and how the d iffe ren t companies communicate with th e ir  

employees.

( i i )  Management Development and manpower Planning: the year the

Manpower planning Unit was established and the reasons why; whether 

there have been improvements in s k ill  problems ever since the Unit was 

established; whether planning is centralized or decentralized; methods 

of obtaining the necessary manpower information; problems faced in 

planning manpower for such a heterogeneous group; which type of s k ills  

are recruited through the head office  and at the subsidiary company 

level; whether senior subsidiary company managements have contracts 

with both the head o ffice  and the respective companies; whether there 

is a common job evaluation scheme applied to a ll managers; and whether 

industrial relations issues and personnel factors influence enterprise- 

level decision-making.

(c) The Employees* Questionnaire: among other things, th is questio­

nnaire sought data on the follow ing:7

( i )  Background Data: sex, age, present employer and line of

business; date of joining the present employer; whether member of a 

trade union, UNIP (ru ling  party) works council, or professional 

organization; the present job; starting and present salary; previous 

employment— and the starting and leaving salary; dates of starting and 

leaving previous employment; and the reasons for leaving.

( i i )  Training and Qualifications: educational and professional 

qualifications; where and when obtained; i f  on-the-job train ing whether 

pay d iffe re n tia ls  with graduate craftsmen are ju s tif ia b le ; whether

7The employees questionnaire was adapted from David Parsons, Op. c it ., appendix 2, example 1: 
An Employees Attitude Survey, pp. 160-170.



further train ing would improve performance and/or s k ill  versality  and 

i f  so whether prepared to go for such further tra in ing .

( i i i )  Method of Finding Present Job: mode of learning about the 

existence of the job; whether the company was accurate in describing 

what the job involves during the recruitment process; and whether the 

company should change its  current recruitment policies.

( iv )  The attributes of the present job and th e ir  importance in 

deciding to take i t ;  how these expectations compare with the actual 

experience in the job/company; and whether education or train ing is of 

any relevance to the present job.

(v) Future job changes (m obility): the likelihood of remaining with 

the same employer for the following three years; the reasons for like ly

mobility and to which sectors intend to move to.

(v i)  Job Satisfaction: the extent of satisfaction; the best and 

worst aspects of present employment; whether discuss personal and

professional matters with the immediate boss or members of top 

management; whether superiors are attentive and considerate to personal 

problems and whether consulted when decisions on new investment, new 

work organization methods, e tc ., are being considered.

5.2 ADMINISTRATION OF THE SURVEY

Before I le f t  for Zambia, in January 1987, we had asked INDECO 

Head Office to write to th e ir  subsidiary companies to introduce and 

spell out the purpose and the potential value of the survey. When

they f in a lly  told us that they had done so, we posted, some forty-two  

questionnaires to the various INDECO subsidiary companies and th e ir  

branches in November 1986. I  was expecting to find some of these



questionnaires completed and returned to INDECO Central. In the event, 

that was never to be the case. No single copy was completed and 

returned by 12 January, 1987 (the day I  reported to INDECO).

I t  became obvious that attempting to make a census (that is 

covering the entire  group) would not be cost-effective and since I

could only stay in Zambia for a period of up to four months, we there­

fore decided on a smaller sample of twenty-five subsidiary companies. 

At the time, a number of subsidiary companies were undergoing reorga­

nization and we decided to exclude them from the sample.

For the private sector, we only picked th irteen companies which 

were engaged in sim ilar a c tiv it ie s  with some of the INDECO subsidiary 

companies—this was necessary so as to make comparisons possible.

Enclosed with the questionnaires to private companies were copies of a 

le tte r  from Cabinet Office introducing the study. We thought that the 

le tte r  would help to a llay  some suspicion and thus improve the response 

rate. In the event, i t  did not as only three private companies did 

respond, a lb e it, inadequately. The other non-INDECO company which did 

respond was a subsidiary of ZCCM engaged in manufacturing. Low 

response from private companies was, in part, due to th e ir  reluctance 

to give out th e ir  commercial data.

Out of the twenty-five subsidiary companies included in the sample, 

twenty-two were v is ited . During the v is its , I would s it  with the

personnel managers or other o ff ic ia ls  assigned to f i l l  the questio­

nnaire. Of the companies v is ited , nineteen responded (but of these 

only about sixteen adequately completed the questionnaire). The other 

three companies v is ited  could not complete the questionnaire due to a 

number of factors: new personnel manager who was not very fam ilia r with 

the new company; organizational problems (in ternal p o lit ic s ); and in
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the th ird  company, we managed to complete half of the questionnaire but 

since I  was commuting from another town we had to leave i t  un-finished. 

The o f f ic ia l promised to complete i t  and then send i t  to me but that 

never happened.

I  also vis ited  ZCCM’ s Manpower Planning and Development Centre 

(MPD) and Copper Industry Service Bureau (CISB— Personnel Research 

U nit). The purpose of v is itin g  MPD and CISB was to find out how ZCCM 

has been implementing manpower planning to deal with the problems of 

s k ill shortages and retention and determine how its  experience can be 

applied in INDECO, especially the manpower information system.

The employees’ questionnaire was distributed as I  went around the 

companies. In th is  case I was helped by two assistants who used to go 

through the questionnaires with the respondents before they completed 

i t .  Respondents were randomly selected from the company pay ro lls  or 

employees register and then the personnel o fficers  or managers were 

asked to le t us know who, in the sample were i l l i t e r a te  or not 

conversant in English so that we could replace them with those who were 

able to complete the questionnaire on th e ir  own. The target sample for 

employees was two hundred but th is number was not achieved as i t  became 

apparent, in the middle of February, that personnel managers took much 

in terest in the employees’ questionnaire at the expense of the main 

one and given lim ited time, we abandoned administering i t .  However, 

one hundred and twenty-one did respond (see table 5 .1 ).

Since some of the main questionnaires were completed in my presence 

the interview schedule, in those cases, became almost redundant—as by 

the time the questionnaire was completed, we would have covered most of 

the issues raised in the interview schedule. I  did ten interviews: 

eight for INDECO subsidiary companies, one for the ZCCM subsidiary and
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the other one for a private company. Interviews were done where we

fe l t  that the information provided in the questionnaire might be 

inadequate.

Table 5.1: D istribution of Employee Respondents bv Occupational Cate­
gory and Employer

EMPLOYER
INDECO PRIVATE ROW

OCCUPATIONAL CATEGORY SUBSIDIARY COMPANY TOTAL
Professional, Technical and Related 7 2 9 ( 7.4)
Accounting 12 4 16 (13.2)
Administrative and Managerial 22 5 27 (22.3)
C lerica l, secretarial and related 20 4 24 (19.8)
Marketing and Purchasing 5 1 6 ( 5.0)
Production-Supervisory 10 7 17 (14.0)
Production-Skilied 10 9 19 (15.7)
Part- and un-ski lied 1 2 3 (2 .5)
Total 87 34 121

(71.9) (28.1) (100)

5.2.1 Problems Encountered

The immediate problem we faced was to replace copies of the questi­

onnaires which we had sent from here (London) and which were either 

misplaced or lost. In some companies, the questionnaires were given to 

employees who had since le f t .  About three quarters of the companies we 

vis ited  had e ither misplaced or lost the questionnaire and th is  made i t  

expensive both in terms of time and money.

Transport was another problem and this was further made worse by 

the unreliable vehicles—especially when trave llin g  between towns or 

regions. The spatial d istribution of industries is such that a high 

concentration of them are e ither on the Copperbelt or Lusaka Provinces 

and the others scattered as fa r apart as Mansa (Luapula Province), 

Chipata (Eastern) and Livingstone (Southern). Whereas economies of 

scale obtained on the Copperbelt and Lusaka Provinces, i t  was not the 

case with other regions and as such, I  could not v is it  the companies in



Mansa and Chipata.

Poor appointment keeping by most of the o ff ic ia ls  we were dealing 

with—except for ZCCM where appointment keeping was excellent—was 

another problem. Related to th is problem was that of the perceived 

value of th is  kind of research. We were told that many before us had 

gone to look for information from these companies but th e ir  findings 

were not communicated to them (the companies). Put simply, they had no 

reason to see me in a d iffe ren t lig h t. However, the le tte r  from INDECO 

Central introducing my survey to them stressed that my findings were 

going to be made available to them and as such, co-operation in most 

cases was established.

The personnel departments are quite disorganised. In most cases 

the questionnaire was given to junior officers  to complete and as a 

result some inaccuracy obtained. On going through the questions with 

the personnel managers or directors, they had to make some corre­

ctions. Furthermore, i t  became apparent that personnel departments in 

some of the companies I  v is ited  were ignorant of what was going on in 

other departments. For example, i t  was not possible to find accurate 

data on vacancies, s k ill  requirements, or other operational problems 

affecting the production and technical departments from the personnel 

departments. Recognising th is  problem, we sought meetings with 

production, works, or technical managers to get some accurate data on 

the operational and manpower problems in th e ir  respective departments.

5.2.2 Data Analysis

Most of our data analysis was done using the SPSSX package 

installed on the Amdhal main frame computer at the University of London 

Computer Centre. Learning to use the package; coding and data analysis
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took the best part of six months. We also used a spreadsheet on a 

microcomputer to do some of the data analysis, especially historical 

and projected financial s ta tis tics . At the la ter  stages of writing up 

the thesis and in modelling manpower systems we used Professor 

Bartholomew’ s basic equation (Markov model) programme installed on the 

VAX computers at the London School of Economics.

5.3 CONCLUSION

In designing the survey, the main objective was to capture both the 

external and internal factors which determine both the existence of 

labour shortages in individual companies and the choice of adjustment 

instruments. For this reason, the format of the main questionnaire 

followed a diagnostic approach, that is, f i r s t  try  to determine the 

nature and extent of the problem and then the methods used (in  the 

past) to deal with the problems so identified. In addition to the data 

collected through the survey, other o f f ic ia l  documents and publications 

were collected so as to shed more light on the labour shortages and 

manpower planning issues. We present and discuss the data in the 

following chapters.



CHAPTER V I

LABOUR SHORTAGES IN THE INDECO GROUP OF COMPANIES:

TOWARDS A DIAGNOSTIC ANALYSIS OF EMPIRICAL EVIDENCE

6.0 INTRODUCTION

INDECO’ s current problems of slack capacity and s k i l l  shortages 

are, as we have seen in chapters I I I  and IV, symptomatic of the state 

of the national economy and the labour market, respectively. Being a 

state-owned enterprise, INDECO’ s capacity to adjust to changes in its  

business environment is, to a large extent, prescribed by the gover­

nment. The purpose of th is chapter is therefore to analyse the extent 

and impact of skilled manpower shortages in the labour market on s k i l l  

a v a i la b il i ty  and recruitment d i f f ic u lt ie s  in INDECO companies.

The chapter is organised as follows: in section 6.1 we analyse the 

extent of s k i l l  shortages and seek to establish the sources and nature 

of the problem: whether recruitment d i f f ic u lty  or problems of retaining 

the necessary skilled labour or both. Section 6.2 looks at the causes 

of the labour shortages at the individual subsidiary company level and 

concentrates on analysing the demand and supply policies adopted so 

fa r. In section 6.3 we analyse the effects of s k i l l  shortages on 

operational efficiency.

6.1 THE NATURE OF SKILL SHORTAGES AND OTHER MANPOWER PROBLEMS

The skilled manpower problems which the INDECO Group and other 

companies in Zambia face, manifest themselves through recruitment
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d i f f ic u lt ie s  in the local labour market (hence the dependence on 

expatriates among the shortage occupational groups); poor s k i l l  quality  

(deficiency) among the existing work force; high labour turnover among 

the professional and sk illed  labour categories; and a young and 

inexperienced work force. We discuss these in turn.

6.1.1 VACANCIES AND RECRUITMENT DIFFICULTY

In trad itional labour economics theory (Arrow and Capron, 1959; 

Hunter, 1978), recruitment d i f f ic u lt ie s  (RD) may manifest themselves 

through long-term vacancies1 and high labour turnover, especially i f  

the source of RD is on the supply-side. Evidence from both the survey 

and other o f f ic ia l  publications show that RD among the INDECO Group of 

companies are experienced among the following occupational categories: 

accountants; technicians; engineers; industrial and processing s k il ls ;  

and, graduate level specialist management and marketing s k il ls .  For 

example, there were 18 recorded vacancies for top accountants in the 

whole of Group in 1983, and 34 in June 1985. In November 1985, out of 

an authorised establishment of 146 professionally qualified accou­

ntants, only 108 were actually f i l l e d  (of which 87 were expatriates and 

21 Zambians), leaving 38 vacancies unfilled. For the technician-level 

accountants like  accounts clerks, out of a tota l requirement of over 

200, only 139 were f i l le d  and this meant that, at least, 61 vacancies 

were unfilled .

A similar situation is also observed in the case of engineering

l We expressed some reservations in chapter II regarding vacancies (and comparison of establi­
shments with actual employment) as a measure of labour shortages. But given the severity of skilled 
manpower shortages in Zambia, many companies have been forced to use temporary measures like use of 
less skilled personnel. For this reason, vacancies may act as an indicator of the extent of the 
problem. He do point out below, however, that the reporting of vacancies presented some problems as 
INDECO Central had, at the time, just imposed a vacancy freeze in many of its  subsidiary companies.
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s k il ls .  For instance, in 1981, out of a to ta l requirement of 866 

(including expatriates) engineering and technical s ta f f  1n the whole 

Group, only 690 posts were f i l le d ,  giving a shortfa ll of about 176. 

The shortage (vacancies) of these s k i l l  categories were estimated to 

rise to 285 and 376, respectively, in 1982 and 1983. I t  is suggested 

that the situation in 1985/86 was not very d iffe rent from the 1981 

position.2

Evidence from the survey tend to confirm the above situation. 

Table 6.1 demonstrates the incidence of RD in 1987.3 The vacancies 

which have existed for a period of over a year are either in 

engineering, technical or accountancy. In nearly a l l  the engineering 

and technical vacancies, the educational requirement is a bachelor of 

science degree with previous experience ranging from one year to over 

seven years. In the case of the two works engineering vacancies which 

have existed for periods of more than three years, i t  becomes obvious 

that the type of experience being sought (a t over seven years) is 

d i f f ic u l t  to find in the Zambian labour market. Even i f  there were, i t  

is less l ike ly  that they would choose to join INDECO when remuneration 

packages in the private sector and elsewhere are, by comparison, far  

superior to those being offered in the INDECO Group.

The vacancies which have existed for a period of between four and 

twelve months are mostly in production supervisory categories, middle

2The above statistics are cited with the kind permission of INDECO Ltd, “INDECO Submission to 
the Committee Inquiring into the Terms and Conditions of Service of Key Employees in Short Supply", 
1986, pp. 6-7.

3There was considerable confusion as to which vacancies to report: recruitment for senior, 
technical and professional position in accounting, engineering and management are centralised at 
INDECO Head Office. Some companies reported them while others thought that i t  was not their 
responsibility to provide information on vacancies which they have l i t t le  say in fillin g . At the 
time, there was a directive from Head Office to freeze many of the existing vacancies, especially 
for less skilled categories; some companies were therefore not sure as to whether to include those 
vacancies which have been frozen. On our part we have excluded any such vacancies.
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Table 6.1 VflCftHCIES REPORTED BY 15 INDECO COMPANIES

Post Vacant Huiber Educational Experience Reason for Whether Tile Existed
Requirements (in years) Vacancy Advertised (in years)

Chief works engineer 1 BEng At least 7 Contract Expiry F ill Internally About 7
Works engineer 1 BEng Over 7 Contract Expiry/

Zambianise post Yes Over 3
Mechanical engineer 1 BEng At least 3 RD Yes Over 1
Maintenance engineer 1 BEng At least 2 New post Internally Over 1
Plant engineer 1 BEng At least 1 Resignation In new fin. year About 1

1 BEng At least 2 Expat, leaving Internally N/A
Systems Analyst 1 Dip. Computing At least 5 New post Yes Over 1
Foremen/Supervisors 1 Trade Test At least 4 Retirement Labour Office 4-12 months

3 ATC At least 3 Low production If prod, rise 4-12 months
Technicians 3 Tech'n Cert. None Low production If prod, rise 4-12 months
Maintenance fitters 5 Tech’n cert/Dip At least 2 New post In new fin. year 4-12 months
Operators 10 At least Form II I OJT Dis’ l/resig’s F ill internally Under 3 months
General Workers 5 Grade VII/Form II I - Dismissal No Varies
General Manager 1 - - Transfer INDECO appoint. 4-12 months
Production Manager 1 BEng Over 7 Transfer Yes 4-12 months

2 BSc Pharmacy At least 2 Resignation In new fin. year Over 1
A. Production manager 1 BEng/Dip Auto Tech., At least 5 Promotion No Over 1
Technical manager 1 BSc Polymer At least 5 - No 4-12 months
Marketing manager 1 Dip. marketing At least 5 Death No Under 3 months

1 Dip. marketing At least 3 - No -
1 Dip. marketing At least 5 Transfer Yes Under 3 months

Sales officer 1 - - - - -
Marketing officer 1 - - - - -
Storekeeper-manager 3 Form V At least 2 Dismissal No 4-12 months
Chief Accountant 2 - - Resignation INDECO appoint. Over 1
Accountant 1 BAc None Resignation Yes Under 3 months
A. Accountants 1 ZDA None Transfer Yes 4-12 months

3 m / m Nine Resignations In new fin. year Under 3 months
3 BAc None Additional Yes N/A

A. Personnel Manager 1 BA Soc. Sciences At least 5 Dismissal No Under 3 months
Personnel officer 1 Dip. personnel At least 3 Dismissal Yes 4-12 months
Management trainee 1 BEng None Additional No N/A
Accounts clerks 3 CABS None Dismissals Yes 4-12 months
Personal secretary 1 At least 80 wpm At least 3 Resignation Yes 4-12 months
Drivers 4 Form II/II-Driving At least 5 Dismissal Yes Under 3 months

1 Form III/V Class J At least 1 Resignation Yes 4-12 months
1 Grade VII/Form II I At least 2 Resignation Labour Office Under 3 months

KEY: BEng = Bachelor of engineering BSc = Bachelor of Sciences BAc = Bachelor of accountancy
ZDA : Zambia diploma of accountancy AAT = Accounting technician CABS : Certificate of accounting 
and book-keeping studies A. = Assistant OJT = On the-job-training ATC = Automotive technician cert.

Source: Main Questionnaire, Question Bl-7



- 1 8 5 -

(accounting) and senior management, secretarial and heavy duty 

(marketing) drivers. The vacancies for supervisors are caused by the 

low rates of capacity u t i l iz a t io n , which were to be f i l le d  when 

production resumed either by advertising or selecting from a register 

of speculative applicants. F i l l in g  the vacancies for senior management 

like production and general managers is a prerogative of INDECO Head 

office. That these have not been f i l le d  (where they are being 

advertised) for a period ranging from four to twelve months suggests 

recruitment d i f f ic u lty  problems in the local labour market.

In a l l ,  twelve of the nineteen subsidiary companies indicated that 

they faced recruitment d i f f ic u lt ie s  in some of the s k i l l  groups listed  

in table 6.1—especially in technical, engineering and accounting 

professions. Nine of these reported that such recruitment d i f f ic u lt ie s  

were persistent for periods of a year or more. Three companies, how­

ever, did indicate that they did not experience any recruitment d i f f i ­

culties. In two of these, the main problem was that of s k i l l  d e fi­

ciency among the existing work force. In the third company the man­

power problems resulted from the recruitment freeze imposed by INDECO 

Central and not the shortage of s k il ls  in the local labour market.

A c lassification of recruitment d i f f ic u lty  by "other operational 

manpower problems" shows that six of the twelve firms experiencing 

recruitment d i f f ic u lty  also experienced high labour turnover among the 

professional and skilled labour categories; five of them also 

experienced either poor s k il ls  among the ir  existing work forces 

(especially among production workers) or overemployment.

6.1.2 SKILL DEFICIENCY PROBLEMS AND THE EDUCATIONAL DISTRIBUTION

The extent of s k i l l  quality problems in the companies visited were,



in some cases, quite d i f f ic u l t  to determine. For example, while indi­

vidual members of senior management would acknowledge s k i l l  deficiency 

problems among the ir  subordinate s ta ff  and the production workers, i t  

was almost impossible (given human nature) for them to acknowledge 

the ir  own lack of managerial s k i l ls .  However other members of senior 

management like  general, training, personnel and production managers 

were in a better position to assess the a b il i t ie s  of th e ir  colleagues 

and subordinates since they had access to the information relating to 

the educational and training qualifications, performance appraisals 

(where practised), etc. of the other members of the organization. The 

la t te r  assumes that such managers are, themselves, adept at the ir  

respective tasks. I t  must be said, here and now, that the issue of 

poor managerial s k i l ls  among senior INDECO managers is a complex one 

for the ir  performance is, to a greater extent, limited by government 

policies and intervention by INDECO Central. One general manager made 

this clear when he said "...one should not hasten to pass judgement of 

inefficiency among INDECO managers for the same managers who have been 

accused of inefficiency while under INDECO or other ZIMCO companies 

have proved more dynamic and resourceful upon the ir  joining private or 

multinational companies". He went on to say that the effects of gover­

nment policy and, especially, the avowed 'supremacy of the ruling 

party’ on efficiency and decision-making in the parastatal sectors have 

to be considered before any such judgements on competence are made.

The same general manager also said that given Zambia’ s economic 

structure and circumstances, recruitment could not always be based on 

merit. For example, in order to boost sales in a market dominated by 

resident aliens, he was forced to recruit an expatriate to replace a 

more qualified local marketing manager. This was made imperative by
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the fact that other competitors had expatriate marketing managers and 

as such having even the most qualified local candidate, in i t s e l f ,  was 

not enough to boost sales. But either because of this or other 

reasons, the same general manager instructed his administrative o fficer  

not to provide information on those posts occupied by unqualified 

and/or inexperienced personnel. As such i t  was d i f f ic u l t  to evaluate 

the extent of s k i l l  inadequacy in this particular subsidiary company. 

I t  would seem however that the problem was widespread for the same 

general manager said that the previous management had placed no 

significant attention on training and manpower development.

For other subsidiary companies table 6.2 demonstrates that s k il l  

deficiency problems (posts occupied by unqualified and/or inexperienced 

personnel) are very much prevalent among direct production s k i l l  

categories: production supervisors, operators, engineering and plant 

managers, farm officers and, purchasing officers and managers.4 Sk il l  

deficiency problems are also prevalent among indirect labour categories 

like (technical) sales, accounting and personnel management.

Comparison of minimum educational requirements for the posts and 

that of the current incumbents reveals some discrepancy. Although long 

practical experience, as is the case here, may compensate for the edu­

cational and vocational shortcomings, its  value may be limited under 

changing conditions and circumstances. I f  such practical experience 

was acquired during a growing economy (as was the case in Zambia in the 

f i r s t  decade of independence), its  applicability  in a recession may be

41 DAT, (op cit, appendix, p. 3) found that, in some of the six INDECO subsidiary companies i t  
studied, technical issues, especially those relating to maintenance procedure, were not given 
sufficient weight at the management level. Hhat is more, they also found out that most of the 
companies had too few engineers and those available had either insufficient experience relevant to 
the needs of the plant or had no expertise. And, probably, due to the 'diploma disease’ they also 
found that technical staff were being placed in senior positions without the necessary experience of 
the technical issues at the operating level and the shop floor.
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Table 6.2 POSTS OCCUPIED BY UNQUALIFIED OR INEXPERIENCED PERSONNEL: INDECO ONLY

Post Title Number Number Educational Averaoe Nationality Reaui red Reciui red
of posts of Qualifi­ Experience Education Experience

firms cations of of Incumbent (in years)
incumbents (in years)

Engineer 1 1 Diploma 2 Zambian BEng 1-3
Technician 1 1 Grade VII Over 20 Zambian Diploma 1-3
Production supervisors 17 4 Grade VII 5-over 20 Zambian Form V/Diploma none
Many who lack skills - 1 Form I I / I I I - Zambian Technician cert 0-3
Operators 15 2 Form I I / I I I 10-over 20 Zambian Dip./Craftsman none
Many who lack skills - 3 - - Zambian - -
Engineering and Lack experie­
plant managers nce/expertise Zambian/ BEng

6 2 Diploma Long experience non-Z’ n 3-5
Sales managers 6 2 -attendance

courses
unrelated

diploma
-BSc natural Zambian/ Form V,

sciences 0-20 non-Z’ n BA and BEng 3
Purchasing officers -attendance
and managers 35 4 -Form I I / I I I

-unrelated 1-20 Zambian Diploma 0-5
diploma

Accountants 3 3 Form V/ZDA 10-20+ Zambian Dip./ACCA/ICMA 0-5
Asst. Accountants 10 2 Form V 5-10 Zambian CABS/ACCA/ICMA 0-3
Personnel Officers
and managers 5 2 Grade VH/Cert. 10-20+ Zambian Diploma 1-5

Farm Officers 10 1 Diploma 1-5 Zambian BAgric 1-3
Safetv Officer 1 1 Form I I / I I I 15 Zambian Form V 1-3

Source: Main Questionnaire, Question Bi-5

limited. Technical progress also renders long experience nugatory for 

those workers who may not be easily retrained in the new methods of 

production. Many managers, therefore, said that the ir  respective

organizations tended to pay more to those with vocational q u a l i f i ­

cations from trades and technical institutes than the ir  equivalent

internally  trained and experienced workmen— see chapter V II and

Colclough (1972). The former are perceived to be knowledgeable,

versatile  and adaptable, while the la t te r  are said to be re la tive ly

limited in these attributes.
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As an il lu s tra tio n  of s k i l l  deficiency in some of the companies 

visited consider the following cases:

(a) in one subsidiary company, the technical sales manager should, 

ideally , be a university graduate welding engineer with, at least, 

three years experience. But, because of recruitment d i f f ic u lt ie s  in 

the local labour market, the company was forced to recruit an inexperi­

enced chemical engineer. The trouble is, while the incumbent continues 

to draw a salary and benefits of a technical sales manager, his perfor­

mance and contribution to the company is below what would, otherwise, 

be required. Efficiency here is defin ite ly  suffering and the company 

is paying the price.

(b) another subsidiary company wanted to introduce new plants but 

its  f ive  plant managers (who had long experience) lacked the required 

educational qualifications (they had diplomas in engineering technology 

instead of bachelor of engineering degrees) and as such, i t  could not 

send them abroad for further training as they lacked the necessary 

educational credentials.

A similar problem also obtained in another large company where ten 

farm officers who had diplomas in agricultural sciences could neither 

be considered for promotion to farm managers (because the ir  a b i l i t ie s  

to assume responsibility were questionable) nor sent for further t r a i ­

ning because they did not meet the minimum educational requirements for 

such training.

Such cases of the lack of educational attributes are quite common 

in the INDECO Group. For example, an analysis of the educational 

structure of employment in the whole Group, using data for 1983, shows 

that 72 per cent (18,658) of total employment (25,855) in direct 

production were unskilled and engaged in providing general work
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( indirect labour comprising top executives, middle management and

clerical s ta ff  accounted for 12.9 per cent). This leaves real

productive labour at 15.1 per cent of the work force. I t  is after

considering these s ta tis t ics  that Shakalima (1985:4) concluded that

... this considerably affects the labour efficiency resulting in low productivity 
of our industrial sector. What this further reveals is that there is a critical 
shortage of technical aanpower which the Corporation has to urgently address 
itse lf through on-job skills training

There is no reason to believe that the above structure has changed 

favourably since 1983. Evidence from eleven subsidiary companies who 

(table 6.3) provided educational distribution data for the ir  respective 

work force (in a l l  5,244 employees— about a quarter of total INDECO 

employment) shows that, about 58 per cent of the workers had educa­

tional attainment of only up to Grade V I I ,  that is barely l i te ra te .  

The proportion of a l l  te r t ia ry  education graduates was below 10 per 

cent. And even i f  we add Form V senior school ce rt i f ic a te  holders to 

the total of te r t ia ry  graduates the ir  combined proportion would s t i l l  

be below a quarter of the total sample. In a way, this confirms the 

anxieties expressed by many executives who said that given the low 

s k il ls  and educational standards of many of the ir  workers, training and 

retraining them to attain the required standards was often d i f f ic u l t  

because they do not meet the minimum entry reqluirements for such 

training programmes.

In the face of these s k i l l  quality problems and inexperience, the 

a b il i ty  of some of the INDECO subsidiary companies to adapt to the 

changing economic and technological environments is questionable and, 

in some cases, these problems, more than the a v a i la b i l i ty  of foreign 

exchange, account for some of the continuing operational problems.
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Table 6.3 EDUCATIONAL DISTRIBUTION OF EMPLOYEES FOR ELEVEN 
INDECO COMPANIES—FIRST QUARTER. 1987

University  ...Percentage Distributions.............
graduates Diploma Profe- Form V Form I I /  Grade VII TOTAL Grad % Diploma X Form V % Form II I  % GradeVII %

12 18

ssional

0 48

I I I

103 360 543 2.21 3.31 8.84 19.34 66.30
13 52 1 54 168 157 448 3.12 11.61 12.05 37.50 35.04
6 11 1 12 32 4 85 8.24 12.94 14.12 37.65 4.71
8 5 0 33 113 230 392 2.04 1.28 8.42 28.83 58.67

24 60 0 80 115 140 419 5.73 14.32 19.09 27.45 33.41
8 80 1 210 100 261 660 1.36 12.12 31.82 15.15 39.55

29 0 3 108 140 560 840 3.81 0.00 12.86 16.67 66.67
10 14 0 14 47 112 198 5.05 7.07 7.07 23.74 56.57
2 33 1 30 33 75 175 1.71 18.86 17.14 18.86 42.86
2 19 2 19 21 28 86 4.65 22.09 22.09 24.42 32.56

19 50 1 144 133 1049 1398 1.43 3.58 10.30 9.51 75.04

133 342 10 752 1007 2976 5244 2.73 6.52 14.34 19.20 56.75

Source: Main Questionnaire, Question Bi-6

6.1.3 AGE AND LENGTH-OF-SERVICE DISTRIBUTIONS

The age and length-of-service distribution of the work force may 

reveal some existing and potential manpower problems. As such, know- 

ledge of these distributions would help in the planning of recruitment, 

training, u t i l iza t io n  and the disposal of human resources.

For the ten subsidiary companies who provided data on the age and 

length-of-service distributions of the ir  respective work force, table

6.4 and figures 6.1 and 6.2 provide a summary. In a l l ,  about 65 per 

cent of the sample were below 35 years of age. And for individual 

occupational categories; the proportions below 35 years of age are as 

follows: about 63 per cent of engineering personnel; 84 per cent among 

technicians; 74 per cent among f i t te r s  and operators; 67 per cent among 

other professional categories; 57 per cent among middle management; 60 

per cent among accounts clerks; and over 70 per cent among sales and 

marketing personnel. Only among production supervisors, medical,
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Table 6.4

A: WORK FORCE DISTRIBUTION BY OCCUPATION. AGE AND LENGTH OF SERVICE (IN YEARS): FIRST QUARTER. 1987

............... .AGE GROUPS............................ LENGTH OF SERVICE GROUPS...
OCCUPATION EXPAT- LOCAL TOTAL < 25 25-34 35-44 45-55 >J5 U  H  H  5^0 1<H5 > 15 

RIATE

Engineers
Production

8 59 67 0 42 17 6 2 10 6 27 18 4 2

Supervisors 1 90 91 1 33 42 13 2 0 8 17 29 23 14
Technicians 0 92 92 6 71 12 1 2 5 20 41 21 4 1
Fitters, Craftsmen 0 666 666 123 371 128 41 3 19 64 169 257 118 39
Medicine/paramedic. 2 34 36 0 14 15 6 1 1 6 6 8 12 3
Other professional 1 14 15 2 8 5 0 0 2 4 6 2 1 0
Operators & others 0 405 405 0 237 151 17 0 0 15 54 227 96 13
Drivers and mates 0 381 381 18 164 138 55 6 3 47 102 118 91 20
General Workers 0 476 476 131 74 176 95 0 14 151 136 97 51 27
Senior management 6 45 51 0 10 18 21 2 2 8 10 14 11 6
Middle management 0 62 62 1 35 20 5 1 2 4 12 27 11 6
Accountants 17 94 111 0 51 53 6 1 5 28 41 20 10 7
Accounts Clerks 0 35 35 1 20 14 0 0 0 1 8 24 2 0
Clerical fc others 0 487 487 65 284 100 34 4 30 82 125 136 96 18
Purchasing/Supply 0 54 54 0 25 28 1 0 2 5 12 15 18 2
Sales & Marketing 0 83 83 2 56 19 5 1 1 4 24 33 17 4
Security 0 194 194 3 119 47 21 4 8 46 38 71 19 12
Catering, Cleaning 0 170 170 9 83 49 26 3 1 12 36 78 29 14
TOTAL 35 3441 3476 362 1697 1032 353 32 105 511 864 1195 613 188

B: PERCENTAGE AGE AND LENGTH OF SERVICE DISTRIBUTIONS

.................Age Distribution.......................Length of Service Distribution
Occupational Groups < 25 25-34 35-44 45-55 ) 55 <_1 i l l t l 5-10 10-15 > 15

Engineers - 62.69 25.37 8.96 2.99 14.93 8.96 40.30 26.87 5.97 2.99
Production Supervisors 1.10 36.26 46.15 14.29 2.20 - 8.79 18.68 31.87 25.27 15.38
Technicians 6.52 77.17 13.04 1.09 2.17 5.43 21.74 44.57 22.83 4.35 1.09
Fitters, Craftsmen 18.47 55.71 19.22 6.16 0.45 2.85 9.61 25.38 38.59 17.72 5.86
Medicine & paramedics - 38.89 41.67 16.67 2.78 2.78 16.67 16.67 22.22 33.33 8.33
Other professionals 13.33 53.33 33.33 - - 13.33 26.67 40.00 13.33 6.67 -
Operators & others - 58.52 37.28 4.20 - - 3.70 13.33 56.05 23.70 3.21
Drivers b mates 4.72 43.04 36.22 14.44 1.57 0.79 12.34 26.77 30.97 23.88 5.25
General Workers 27.52 15.55 36.97 19.96 - 2.94 31.72 28.57 20.38 10.71 5.67
Senior management - 19.61 35.29 41.18 3.92 3.92 15.69 19.61 27.45 21.57 11.76
Middle management 1.61 56.45 32.26 8.06 1.61 3.23 6.45 19.35 43.55 17.74 9.68
Accountants * 45.95 47.75 5.41 0.90 4.50 25.23 36.94 18.02 9.01 6.31
Accounts clerks 2.86 57.14 40.00 - - - 2.86 22.86 68.57 5.71 -
Clerical & others 13.35 58.32 20.53 6.98 0.82 6.16 16.84 25.67 27.93 19.71 3.70
Purchasing i  supply - 46.30 51.85 1.85 - 3.70 9.26 22.22 27.78 33.33 3.70
Sales & marketing 2.41 67.47 22.89 6.02 1.20 1.20 4.82 28.92 39.76 20.48 4.82
Security 1.55 61.34 24.23 10.82 2.06 4.12 23.71 19.59 36.60 9.79 6.19
Catering, Cleaning 5.29 48.82 28.82 15.29 1.76 0.59 7.06 21.18 45.88 17.06 8.24
TOTAL 10.41 48.82 29.69 10.16 0.92 3.02 14.70 24.86 34.38 17.64 5.41

Source: Main Questionnaire, Question 81-4
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general workers, senior management, and purchasing and supply is the 

proportion of those below 35 years of age below 50 per cent.

In addition to a young workforce, the companies covered in the 

survey also suffer from problems of inexperience: about 48 per cent of

the total employees have less than five years experience in their

present jobs. With regard to the ten year length-of-service 

distribution, 82 per cent were below this mark. This is especially 

significant among the following occupational categories: engineering; 

technicians; f i t t e r s  and craftsmen; other professionals; general 

workers; accountants; c lerica l and security personnel.

A young age structure is also observed at INDECO Central i ts e l f .  

For example, out of 249 employees at INDECO Central in January, 1987, 

121 of them or 49 per cent were below the age of 35. Another 70 were 

below fo rty—that is, 191 or 77 per cent of the workforce. Such an age 

structure would affect experience and labour turnover s ituations.5 

Elsewhere in the INDECO Group, the situation is the same: the average 

age of the 87 employee respondents was about 33 years.

This young age structure among INDECO companies may be attributed  

to the following factors:

(a) the World Bank/IMF restructuring programme for INDECO 

implemented in 1985 sought to streamline the workforce by reducing the 

excess labour. In the main, i t  was those aged f i f t y  and over who were 

either retired or declared redundant.

(b) in 1985, the o f f ic ia l  re tir ing  age was reduced from 65 and 60

for men and women respectively, to 55 for both sexes— so as to create

vacancies and thereby reduce rising youth unemployment.

(c) according to the 1980 population census, about half of the

5INDECO Ltd "Indicators of Manpower Problems", 1987, Appendix, 2.
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population are below the age of f if teen . And about 80 per cent of the 

population are below the age of th ir ty - f iv e .  This makes the 

predominance of the youth in the labour market quite inevitable.

(d) those who are aged forty  or over, l i te ra te  and employed would 

have received the ir  education under the colonial period. But, as we 

discussed in previous chapters, the colonial educational policies were 

not very favourable to the Africans. For this reason, the increased 

expenditure on educational and training after independence has tended 

to benefit the young and hence the ir  dominance in the formal-sector 

employment.

Given such a young workforce the lack of practical experience may 

be widespread and as a consequence, the ir  a b i l i ty  to deal with 

practical issues relating to operations is limited. Moreover, the 

existence of pervasive skilled and professional labour shortages in 

Zambia has meant that the young college and university graduates assume 

high posts which require long experience. Since the young are 

impulsive and impatient, high labour turnover, spoilage of materials, 

improper use of equipment and machinery would have to be expected.

6.1 .4  LABOUR TURNOVER

Due to data problems, the measures of labour turnover like the 

median length-of-service of leavers (MLOS) and the survival-of-leavers  

curve (SLC) could not be calculated from the data supplied by fif teen  

subsidiary companies. The data collected was for a period of three 

years, that is, from 1983 to 1986. Instead, table 6.5 expresses the 

proportion of the d ifferent types of labour turnover as percentages of 

total turnover. Owing to the unfavourable economic situation and the 

preconditions of the now abandoned World Bank and IMF restructuring
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programme, the uncontrollable turnover variables of retrenchment 

(redundancies), age and early retirement account for 59 per cent of the 

total turnover (for a distinction between controllable and uncont­

rollable turnover see chapter I I ) .  And i f  we include death, the 

proportion of the uncontrollable variables rises to 63 per cent.

The individual occupational categories which have mostly been 

affected by the uncontrollable turnover and the ir  proportions are: 

operators (91 per cent); senior management (26 per cent); c lerical and 

other office workers (22 per cent) and general workers (74 per cent). 

The redundancies and early retirement which were across the board 

followed the restructuring programme: one subsidiary company had to be 

temporarily closed and others had to cut the ir  employment.

Although the expiry of expatriate contracts may be considered under 

certain conditions to be controllable i t  may, however, be uncont­

rollable under the context of the Zambianization policy. I t  is contro­

llab le  to the extent that by mutual agreement, i t  may be renewed. On 

the other hand, i t  may be uncontrollable i f  i t  is f e l t ,  say, by the 

works committee or the Ministry of Labour that there may be competent 

Zambians who may take over a given job from an expatriate.

With regard to the voluntary variables of dismissals and 

resignations, table 6.5 demonstrates that they both account for 26 per 

cent of the tota l turnover. Because the voluntary leaving situations 

may d if fe r  from dismissals, and that in developing countries where only 

few restraints exist on the employers’ 'r igh t to f i r e ’ , the levels of 

dismissals may vary widely.6 This makes i t  necessary to express volu­

ntary separations as a percentage of the total controllable turnover 

(that is, the sum of resignations and dismissals). The last column of

&van der Merwe and Miller, “The Measurement of Labour Turnover" in E. 0. Pettman (ed), Labour 
Turnover and Retention. (Epping, London: Gower, 1975), p. 26.
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Table 6.S Labour Turnover Statistics for 15 INDECO Subsidiary Companies: 1983-86

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)
Occupation Total Dismissal Redundancy Early- Retirement Death Resignations Transfers Contract (7/2+7)

Retirement Expiry

Engineers 9 1 - - - - 5 - 3 83.33
(11.11) (55.56) (33.33)

Technicians 8 3 1 - - - 4 - - 57.14
(37.50) (12.50) (50.00)

Supervisory 8 2 1 - 1 - 4 - - 66.67
(25.00) (12.50) (12.50) (50.00)

Operators 44 2 - - 30 10 1 1 - 33.33
(4.55) (68.18) (22.73) (2.27) (2.27)

Sr. management 34 4 6 2 - 1 7 10 4 64.00
(11.76) (17.65) (5.88) (2.94) (20.59) (29.41) (11.76)

M. management 17 6 - - 1 - 1 6 3 16.67
(35.29) (5.88) (5.88) (35.29) (17.65)

Accountants 15 5 - - - - 5 4 1 50.00
(33.33) (33.33) (26.67) (6.67)

Clerical 18 5 4 - - 1 6 2 - 54,54
(27.73) (22.22) (5.56) (33.33) (11-11)

Sales 8 7 - - - - 1 - - 12.7
(87.50) (12.50)

Management t ’ nee 4 1 - - - - 3 - - 75.00
(25.00) (75.00)

Across board 113 - 74 39 - - - - - -
(65.49) (34.51)

General Workers 42 6 7 1 21 2 5 - - 45.45
(14.29) (16.67) (2.38) (50.00) (4.76) (11.90)

TOTAL 320 42
(13.12)

93
(29.06)

42
(13.12)

53 14 
(16.56) (4.37)

42
(13.12)

23
(7.19)

11
(3.44)

50.00

MB: Figures in brackets are the respective raw percentages. 
Sr. = Senior, H. : Middle, t ’nee = Trainee

Source: Main Questionnaire, Question Dl-10

table 6.5 shows that the proportion of resignations to total contro­

llab le  turnover is highest among engineers (83 per cent); management 

trainees (75 per cent); production supervisors and foremen (67 per 

cent), senior management (64 per cent), clerks and secretaries (55 per 

cent) and accountants (50 per cent).

Whereas i t  may be d i f f ic u l t  to dismiss labour on poor performance
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or unsuitability  to do the jo b ,7 i t  may be possible to do so on other 

grounds like  misappropriation of funds, stealing, persistent 

absenteeism, and sleeping on duty (especially among technicians and 

operators who work on night sh if ts ) .  For these la t te r  reasons, the 

incidence of high dismissal rates among sales personnel and cashiers is 

mainly due to the misappropriation of proceeds from the sale of goods 

and services.

6.2 CAUSES OF SKILLED MANPOWER PROBLEMS

The problems of recruitment d if f ic u lty ,  s k i l l  deficiency and high 

labour turnover are usually associated with a t ight labour market. 

However, this need not always be the case as regions with high levels 

of unemployment have been found to suffer from recruitment d i f f ic u lt ie s  

and s k i l l  shortages.® Whereas the level of unemployment in Zambia has 

been increasing (see chapter IV ), vacancies in technical, engineering, 

management and accounting occupations continue to prove d i f f ic u l t  to 

f i l l .

I f  we define a worker to be "fr ictional 1y unemployed i f  he 

possesses the right attributes (qualifications, s k i l l ,  experience, etc) 

to f i l l  a vacancy and structurally  unemployed i f  he possesses the wrong 

attributes", Perlman9 argues that there may be vacancies in certain

7Comments by a works engineer in one of the biggest subsidiary companies who complained that 
because of employment protection legislation, i t  was d ifficu lt to fire workers if  they were found to 
be incompetent or unsuitable for particular jobs.

®Hunter (1978) found that in West-central Scotland, despite high levels of unemployment, 
recruitment d ifficulties were widespread.

9Richard Perlman, Labour Theory. (New York: Wiley, 1969), pp, 146-9 cited by James J. Hughes 
and Richard Perlman, The Economics of Unemployment: a Comparative Analysis of Britain and the United 
States. (Brighton, England: Wheatsheaf, 1984) p. 42.
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occupational categories which the structurally unemployed cannot 

f i l l —the Structurally Overemployed Counterparts (SOC), that is, 

occupations in which there are excess vacancies over the unemployed. 

In the Zambian context, this means that the vast majority of those 

unemployed lack the necessary attributes to f i l l  the existing vacancies 

in technical, engineering, management and accounting occupations. 

Because such excess vacancies in the skilled and professional 

occupations cannot be f i l le d  locally , expatriates are usually recruited 

to meet any such shortfalls .

Among other things, table 6.6 demonstrates that the following are 

the main causes of skilled manpower problems at the micro level in the 

INDECO Group:

(a) on the demand side

-higher pay elsewhere (especially for accountants and 

engineers 

-attracted by other employers

-general rise in demand for shortage types of labour 

-declared shortage labour redundant 

-technical progress 

-poor fringe benefits

(b) on the supply side

-in su ffic ie n t local training fa c i l i t ie s  

-educational system not responsive to the job needs 

-general shortage of skilled labour in Zambia 

-colonial educational and labour policies  

-lack of training resources

-other employers, especially, in the private sector not 

training
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-high fa ilu re  rates among trainees for the shortage 

occupations 

-vested interests of foreign capital 

We discuss the above factors in turn.

Table 6.6 POSSIBLE CAUSES OF PROFESSIONAL LABOUR SHORTAGES: INDECQ SUBSIDIARY COMPANIES ONLY

Frequency
Very Quite Somewhat Not Not
Important Important Important Important Important Applicable Rank*

Colonial educational and
labour policies 5 1 2 - 3 5 7

Vested interests of foreign capital 1 1 - 9 5 13
Technical Progress 2 1 2 5 6 12
Lack training resources 3 2 3 3 5 8
Declared shortage labour redundant 
Higher pay elsewhere (esp. accountants

2 1 1 1 5 5 10

& engineers) 10 1 - 5 5 1
Attracted by other employers 7 2 2 - - 5 2
Other employers not training enough 1 1 2 4 3 5 9
Trade union restriction - - 1 10 5 15
Insufficient local training facilities 
Educational system not responsive

6 2 2 * 1 5 3

to job needs 
General rise in demand for

6 2 1 2 5 5

shortage labour 
School leavers not interested in

2 6 2 1 5 6

shortage occupations 
High failure rates among trainees for

" 3 8 5 15

shortage occupations 
Difficult journey to work for possible

1 2 3 1 3 5 10

employees - - 1 10 5 18
Dangerous working conditions - - 1 10 5 18
Work involves anti-social hours - - 1 10 5 18
Housing problems - 1 2 - 8 5 13
General sk ill shortages in Zambia 7 3 - 1 5 3
Poor location - 1 1 8 6 15
Others like poor fringe benefits 1 1 - - 5 21

* Weighted rank from 'very important’ : 5 to 'not important’ = 1

Source: Main Questionnaire, Question Cl-3



- 2 0 2 -

6.2.1 THE DEMAND ASPECTS

( i ) Pay D ifferentia ls  Between INDECQ and the Private Sector

in chapter IV we examined evidence which suggested that the public 

and parastatal sectors tended, in re la t ive  terms, to pay the less 

sk il led  workers more than they do sk i l led  and professional labour 

categories. In comparison with the private sector, tab le  6.7A demons­

tra tes  that INDECO companies tend to pay more the re la t iv e ly  less 

sk il led  production workers than they do the high-level manpower 

categories. Even at the aggregate level table 6.7B demonstrates that  

during the second h a lf  of the 1970s, a f a l l  in average real annual 

earnings for the high-level (non-Zambian) manpower was greater in the 

parastatal than private sectors. I t  thus becomes obvious as to why 

INDECO has had problems in a ttrac ting  and retain ing the necessary 

sk il led  and professional shortage labour. This under-valuation of the 

scarce high level-manpower among the INDECO subsidiary companies may be 

due to in s t itu t io n a l  factors over which INDECO has l i t t l e  or no 

contro l:

(a) the ega li ta r ian  pay principles which form the basis of the pay 

structure of the c iv i l  service and the parastatal sectors seek to 

narrow the pay d i f fe re n t ia ls  between the lowly-paid (or low s k i l l  

categories) and the highly-paid (the high-level manpower categories). 

This tends to favour the former at the expense of the la t te r  (see table  

7.6A in chapter V I I ) .

Meij (1963:15-17) has argued that the relationship between the wage 

structure and the organisation structure may be defined as the formal 

and informal relationships between the d i f fe re n t  members of an orga­

nization. This, he argues, is because the wages earned by people are a
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Table 6 .7A COMPARISON OF AVERAGE AGES. YEARS IN THE PRESENT JOB AND

THE PRESENT SALARY LEVELS IN INDECO AND PRIVATE iCOMPANIES

Job Category Employer Age Years in Present

Present Job Salary

Professional/technical INDECO Subsid. 1.7 5.0 12020.00
Private Sector 33.5 2.5 7670.00
Mean 32.11 4.4 11398.60

Accounting INDECO Subsid. 34.5 8.1 13241.90
Private Sector 35.0 6.0 13671.00
Mean 34.6 7.6 13349.20

Managerial* INDECO Subsid. 37.5 8.9 12022.40
Private Sector 35.8 7.2 17627.30
Mean 37.2 8.5 13073.10

Ski 1 led Supervisory INDECO Subsid. 35.1 9.4 10046.30
Private Sector 37.9 9.1 7324.29
Mean 36.2 9.3 8925.47

Skilled  Production INDECO Subsid. 32.1 5.3 6493.80
Private Sector 26.00 2.5 3481.67
Mean 29.21 4.0 5067.00

General Workers INDECO Subsid. 23.0 1.0 1200.00
Private Sector 27.5 3.00 2275.00
Mean 26.00 2.3 1916.67

Total Average 33.5 7.0 9265.36

NB: * Includes administrative, managerial, marketing and purchasing.

Sources: Employee Questionnaire, Question 1

major factor in determining th e ir  status within the firm and that the 

wage structure shows how each job is evaluated. In other words, the 

wage structure is the value dimension of the organisational structure.

Since external factors l ik e  government polic ies  and trade union 

a c t iv i t ie s  impinge upon the internal company wage structures, these may 

not always be in the in terest of the company concerned. I f  external 

influences make the wage structure to be incompatible with the organi­

zation structure, that is , the wage scales fo r the d if fe re n t  jobs in 

the company are not in l ine  with the th e ir  positions, then grievances
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and tensions may result and, probably, culminate into low productivity. 

The under-valuing of the high-level manpower in the INDECO companies, 

welfare considerations notwithstanding, essentia lly  means that the wage 

structure is out of step with the organisational

Table 6.7B Average Nominal and Real Earnings*: Public. Parastatal and Private Sectors. 1975-80

1975 1976 1977 1978 1979 1980 1975
-76

Average Annual Growth Rates. 
1976 1977 1978 1979 
-77 -78 -79 -80

1975
-80

NOMINAL:
Public Zambian

Non-Zambian
1147
3768

1255
4066

1258
3985

1418
3803

1764
4758

1966
6501

9.42
7.91

0.24
-1.99

12.72
-4.57

24.40
25.11

11.45
36.63

14.28
14.51

Private Zambian
Non-Zambian

899
5272

1167
5724

1249
6008

1681
8059

1875
9090

2082
9283

29.81
8.57

7.03
4.96

34.59
34.14

11.54
12.79

11.04
2.12

26.32
15.22

Parastatal Zambian
Non-Zambian

1381
6799

1920
9503

2090
9962

2106
7954

2568
8992

2774
9811

39.03
39.77

8.85
4.83

0.77
-20.16

21.94
13.05

8.02
9.11

20.17
8.88

TOTAL Zambian
Non-Zambian

1140
5572

1469
6858

1566
7086

1740
6887

1657
6122

2301
8715

28.86
23.08

6.60
3.32

11.11
-2.81

-4.77
-11.11

38.87
42.36

20.37
11.28

CPI» Low Income 
High Income

1.45
1.50

1.73
1.74

2.07
2.05

2.41
2.29

2.64
2.55

2.95
2.84

19.31
16.00

19.65
17.82

16.43
11.71

9.54
11.35

11.74
11.37

20.69
17.87

REAL:c 
Public Zambian

Non-Zambian
791

2512
725

2337
608

1944
588

1661
668

1866
666

2289
-8.29
-6.98

-16.23
-16.81

-3.18
-14.57

13.56
12.36

-0.26
22.68

-3.15
-1.77

Private Zambian
Non-Zambian

620
3515

675
3290

603
2931

698
3519

710
3565

705
3269

8.80
-6.40

-10.55
-10.91

15.60
20.08

1.82
1.29

-0.63
-8.30

2.77
-1.40

Parastatal Zambian
Non-Zambian

952
4533

1110
5461

1010
4860

874
3473

973
3526

940
3455

16.53
20.49

-9.03
-11.02

-13.45
-28.52

11.31
1.52

-3.33
-2.03

-0.25
-4.76

TOTAL Zambian
Non-Zambian

786
3715

849
3941

757
3457

722
3007

628
2401

780
3069

8.00
6.10

-10.91
-12.30

-4.56
-12.99

-13.07
-20.17

24.27
27.82

-0.16
-3.48

Notes: * Earnings exclude fringe benefits and other payments.
b Consumer price indices by income group
c High increases in nominal and real earnings between 1978 and 1979 are due to the Turner 

pay awards of 1978/79.

Source: CSO, Monthly Digest of Statistics, various issues.

structure and hence the manpower problems of recruitment d i f f i c u l t y  and 

high labour-turnover among high-level manpower categories.



(b) Other than being 'generous1 with the low-paid (unionized) 

workers, the ZIMCO pay scales which apply to salaried s ta f f  are bureau­

c ra t ic ,  cen tra l ly  determined and in f le x ib le  (as they do not allow indi­

vidual subsidiary companies to exercise th e ir  a b i l i t y  to pay). 

Although there are localized pay d i f fe re n t ia ls  based on the grade of 

the subsidiary company (and the chief executive), the ZIMCO conditions 

of service from grade Z5 upwards are almost applied uniformly across 

any one holding company ( l ik e  INDECO). Such uniformity of the pay 

structure may have been necessary to protect the smaller and f in a ­

nc ia l ly  weaker companies and to reduce competition between ZIMCO 

companies. However, i t  is a source of i r r i t a t io n  and concern to those 

subsidiary companies who can afford competitive pay packages needed to 

a t tra c t  and reta in  the necessary s k i l l s . 10 Given the intense compe­

t i t io n  for the lim ited supply of high-level manpower in Zambia, the 

private sector, which faces no such res tr ic tions , often offers higher 

pay premiums so as to a t tra c t  labour from the parastatal sector— 

especially fo r  engineering and accounting s k i l ls .  And when fringe  

benefits are added, earnings in the private sector fo r the high-level 

manpower may be up to twice that of ZIMCO companies.11

Recently, the government has said that ' i t  was a mistake to set 

parastatal salaries above those for c iv i l  servants’ , and th is ,  i t  was

1°The Vice-Chairman of ZCCM said, in March 1988 that while ZCCM has achieved remarkable success 
in the Zambianisation of the middle-level accountancy posts, the private sector professional accou­
nting firms tend to look at ZCCm as a source for recruiting trained accountants (Mining Mirror. 
March, 1988). During the author's v is it to the Manpower Planning and Development Centre of ZCCM in 
April 1987, one official said that though one of the reasons for the high labour turnover among acco­
untants was relative poor pay in the organization, i t  was however, not possible to increase their 
relative earnings without disturbing the whole company pay structure and probably run the gauntlet of 
industrial relations crisis.

11 World Bank, Zambia: Industrial Policy and Performance. Report No. 4436-ZA, (Washington: World 
Sank, 1984), p. 58.



hoped, would be r e c t i f i e d .12 I f  th is  is done and the pay d i f fe re n t ia ls  

between the parastatal and c iv i l  service are wiped out, the direction  

of labour m obility  w i l l  be towards the private sector and abroad.

Asked about the importance of the level of earnings in th e ir  

respective organisation in re la tion  to recruitment d i f f i c u l t y ,  f i f te e n  

of the nineteen INDECO companies reported that i t  was very important 

fo r the following reasons:

( i )  competitive pay packages would help to a t t ra c t  and reta in  the 

professional labour required, and in addition, be tte r  pay would 

motivate and dedicate the workforce and would thus lead to higher 

productiv ity .

( i i )  the uniform pay structure (along with the national co llec tive  

bargaining system which has no supplementary p lan t/fac to ry  agreements), 

make the princ ip le  of a b i l i ty - to -p a y  im practicable.13 One company also 

indicated that given the r is ing c o s t-o f - l iv in g ,  potential and existing  

employees were constantly evaluating the adequacy of th e ir  pay in 

meeting th e ir  'basic needs*.

( i i ) Perception of Company Pay Policy and the Level of Gross Earnings 

by the Labour Market

Following Hunter (1978:52), respondents were asked: "how do you

think your firm  is ty p ic a l ly  regarded by employees in the relevant 

catchment area? As a pace-setter or pace-follower in the wage round?" 

The objective here was to find out how the firms thought potential and 

existing employees regarded th e ir  pay polic ies . More importantly,

^Announcement by the Minister of Finance, Gibson Chigaga, The Times of Zambia. 14 March, 1988.

! 3INDECO companies have three pay structures: ZIMCO salary-scales paid to administrative and 
technical personnel; Union collective bargained scales paid to union members--mostly among production 
workers; and non-union pay scales paid to general workers and meeting the requirements of he minimum 
wages legislation.



Hunter points out that there is a lo t  of evidence which suggests that  

' firms who adopt a p a rt ic u la r  wage policy are l ik e ly  to maintain th is  

policy throughout th e ir  labour f o r c e . . . ’ . Where the pay policy is 

determined by external factors, say government policy 1r. the case of 

INDECO companies, i t  may not be possible to maintain a consistent pay 

policy throughout the labour force. This is also the case in the 

private sector where earnings fo r the high-level sk i l led  and scarce 

labour are higher than average but that of the less s k i l le d  workers are 

lower than average. Thus a high paying sector may not always be paying 

i ts  labour force consistently.

For the eighteen INDECO companies who responded to above question, 

eight thought that they were regarded as pace-setters. One s ig n if ican t  

thing about these eight was that they were e ith e r  absolute monopolies 

or had high monopoly power. Among the twelve firms who experience 

recruitment d i f f i c u l t y ,  only four of them thought of themselves as 

being pace-setters in the wage round. The other eight ( tha t  is , 67 per 

cent) thought that they were perceived as being pace-followers.

And to the question, “How do you think the level of gross earnings 

in your firm is ty p ic a l ly  regarded by employees in the relevant labour 

catchment area? Among the top rank? Above average? About Average? Below 

average?" Only one engineering firm  indicated that i t  was perceived to  

be in the top rank; seven indicated that they were perceived to be 

above average; ten about average and one below the average. For the 

twelve subsidiary companies experiencing recruitment d i f f i c u l t y ,  only 

the engineering firm thought of i t s e l f  as being in the top rank; f ive  

above average and six below average.

The high proportion of INDECO subsidiary companies who e ith er  say 

they are pace-followers or with levels of gross earnings about average



goes to show the negative e ffects  of the in f le x ib le  parastatal pay 

structure on individual operating companies. For those companies who 

appraise themselves highly, that is e ith er  as pace setters or above 

average, we have to recognise the fact that the vast majority of the 

Zambian employees are unskilled and concentrated in the low-paying 

occupations. Since INDECO (unlike the private sector) tends to pay, on 

average, more among the less sk i l led  workers than i t  does among the 

high-level manpower categories, and since in absolute terms the less 

sk il led  outnumber the professional labour categories, i t  is possible 

that average earnings may be about or above the market average— without 

necessarily having an a t tra c t iv e  pay structure especially  fo r  the 

shortage occupations.

The foregoing argument is  fu rther substantiated by the reported 

reasons fo r  the high incidence of labour turnover among the high-level 

manpower categories. Sixteen INDECO companies reported that poor pay 

and other conditions of service were e ither quite or very important in 

explaining th is  phenomenon. The other reasons given for the high 

labour turnover among high-level manpower categories were: poor

tra in ing  and career prospects; poor employees-management relations;  

underutiliza tion  and misplacement of individual a b i l i t i e s  and/or t r a i ­

ning. Indeed, only 41 ( ie ,  51.2 per cent) of the 80 INDECO employee 

respondents indicated that th e ir  tra in ing  was of great relevance to 

th e ir  present jobs; 24 or 28 per cent of them thought that th e ir  t r a i ­

ning was of some relevance; and 15 (19 per cent) thought the irs  was of 

very l i t t l e  or no value to th e ir  current jobs.

( i i i ) Job Expectations. Satisfaction and Expected Mobil i t y

Employee respondents were asked to indicate the factors which they
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thought to be important when they were deciding to take up th e ir  

current jobs. They were further asked to indicate how these i n i t i a l  

expectations actua lly  turned out (see appendix V). Many employees

found conditions in th e ir  present jobs to be worse than they had

expected.

In terms of job sa t is fac t ion , about 53 per cent of INDECO employee 

respondents were e ith e r  quite or very s a t is f ie d . In the private  

sector, the ra t io  was 56 per cent. For individual occupational cate­

gories, job d issatis fac tion  was very much pronounced among accountants 

and s k il le d  production workers employed by INDECO subsidiary companies. 

For example, out of the twelve accountant respondents in INDECO, eight 

of them, that is 67 per cent, were e ith er  not very s a t is f ied  or dissa­

t is f ie d .  But given the small number of accountants respondents from 

the private  sector, no reasonable comparisons can be made. Suffice to 

mention, however, is that of the four accountant respondents from the 

private sector, two of them were sa t is f ied  while the other two were 

not. One of the two who were d issatis fied  is a neutralised c it izen  and 

was very much apprehensive towards his expatriate counterparts who have 

identical qua lif ica t io ns  as him and who come from the same country as 

that of his o r ig in . His main point of contention was that the 

expatriates insisted on paying him less than they earned. He also f e l t

that his career prospects were not very promising e ith e r .

We have argued in chapter IV that to pay expatriates (new 

employees) more, in terms of inducement allowances and fringe benefits, 

than th e ir  equivalent local counterparts (old employees) may re f le c t  a 

disequilibrium s itu a tion . I t  also exemplifies the existence of a 

segmented labour market and the influence of social values and 

ins t itu t io n s  in pay determination. However, to deny local sk il led
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labour such pay premia may give rise to fru s tra t io n  and grievances. 

Johnson (1980) found th is  type of problem to be present in Iran among 

those firms who recruited expatriates to f i l l  the top positions; th is  

lim ited the extent to which local Iranians could advance in th e ir  

careers. In Zambia th is  s ituation  is also prevalent, especially  among 

accounting and engineering and managerial occupations.

Among supervisory and production workers, the proportions of job 

satis fac tion  are, somewhat, d if fe re n t  and on the face of i t  contradicts  

some of the arguments presented above. For instance, 70 per cent (14 

out of 20) of INDECO and 62 per cent (10 out of 16) of the private

sector supervisors and production workers were e ith e r  not very

sa tis f ied  or d is s a t is f ie d .

Among administrative and managerial personnel about 73 per cent of 

the respondents ( tha t is , 16 out of 22) in INDECO were e ith e r  quite or 

very s a t is f ie d .  A ll the f iv e  respondents in the private sector were 

e ith e r  quite or very s a t is f ie d . Among c le r ic a l  and secretaria l

employees in both sectors, the s ituation  was the same, that is about 

ha lf  of the respondents were e ith er  quite or very sa t is f ied  and the 

other h a lf  e ith er  not very s a t is f ied  or d issa t is f ied .

Table 6.8 demonstrates that the high level of job satis faction  

among INDECO administrative and managerial respondent employees does 

not orig ina te  from good pay but from the d ivers ity  of th e ir  work; the 

same is the case among c le r ic a l  and sk i l led  production workers. On the 

whole, the factors which are considered to be good in INDECO are

diverse work, followed by good pay and other conditions of service, 

fu rther t ra in in g  opportunities and meeting people. In the private  

sector the best factors are diverse work, good pay and responsib ility .

On the side of bad aspects in INDECO, poor pay and other conditions



-2 11 -

of service rank highly, followed by poor tra in ing  and career prospects 

and no say in the decision-making processes. In the private sector,

Table 6.BA; OCCUPATION BY SOME GOOD AND BAD ASPECTS OF PRESENT JOB: INDECO

..................  Frequencies..................................................
Total Professional/ Accou- Admin/ Clerical/ Marketing/ Skilled Skilled General

Managerial Typists Purchasing Suoervi- Produc WorkersTechnical nting
sory tion

SOME GOOD ASPECTS

Good Pay 16 1 4 3 2 2 1 3 -
Diverse work 29 2 2 11 8 - 3 2 1
Responsibility 5 1 1 1 1 - 1 - -
Further Training opport. 6 - 2 1 2 - 2 1 -
Good industrial relations 1 - - - - - 1 - -
Job security 2 2 - - - - - - -
Meeting people 6 - - 3 2 1 - - -
Provision of accommodation 1 1 - - - - - - -
Promotion opportunities 2 - - 1 - - - 1 -
Annual pay increases 1 - - - 1 - - - -
Overtime offered - - - - - - - - -
Good work mates 1 - - - - - 1 - -
Access to shortage goods 2 - - - 1 1 - - -
Almost none 2 1 1 - - - - - -

SOME BAD ASPECTS

Undue attention on
expatriates 4 1 2 1 - - - - -

No say in decision making 9 - 3 2 - 1 1 1 -
Poor training/career prospects 11 1 2 1 2 - 1 4 -
Poor pay & other conditions 20 - 2 3 10 1 1 2 1
No promotion prospects 3 - - - 1 - - 1 -
Poor industrial relations 4 - - 2 2 - - - -
Job not related to training 1 - - 1 - - - - -
Job insecurity 3 - 1 2 - - - - -
Poor supervision 2 1 - - - - 1 - -
Risky job 3 1 1 1 - - - - -
Long working hours 2 - - - 1 - - 1 -
Indisciplined subordinates 4 - 1 1 - - 2 - -
Education not considered - - - - - - - - -
Difficulty to fire ineffi­
cient production workers 2 1 - 1 - - - - -

Uncertainty of being moved
without warning by
INDECO/Government 1 - - 1 - - - - -

None as all is well 4 - - 2 1 1 - - -
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Table 6.86: OCCUPATION BY SOME GOOD AND BAD ASPECTS OF PRESENT JOB: PRIVATE SECTOR

SOME GOOD ASPECTS

.............................................. ....Frequencies..................................................
Total Professional/ Accou- Admin/ Clerical/ Marketing/ Skilled Skilled General

Technical nting Managerial Typists Purchasing Supervi- Produc Workers
sory tion

Good Pay
Diverse work
Responsibility
Further Training opport.
Good industrial relations
Job security
Meeting people
Provision of accommodation
Promotion opportunities
Annual pay increases
Overtime offered
Good work mates
Access to shortage goods
Almost none____________

SOME BAD ASPECTS 

Undue attention on
expatriates 3 1 1 - 1

No say in decision making 2 - . . .  j
Poor training/career prospects 1 1  . . .  . . .
Poor pay & other conditions 9 - 1 2 5
No promotion prospects 2 - 1 1 -
Poor industrial relations 1 . . .  i
Job not related to training - - . . .  . . .
Job insecurity 3 1 2 . . .
Poor supervision 2 - . . .  - 1 1
Risky job - . . .
Long working hours - - . . .  .
Indisciplined subordinates 4 - 1 - - 2 1
Education not considered 1 - . . .  i
Difficulty to fire ineffi­
cient production workers - - . . .  . . .

None as all is well__________ 4_____ :________!______ 1_______2________ -______ -______ -

Source: Employees Questionnaire, Questions 11 (a) and (b).

poor pay pay s t i l l  ranks highly, followed by indiscip lined subordinate 

workers ( fo r  supervisors), and then job insecurity and paying undue 

attention to expatriates by employers.



All to ld ,  tab le  6.9 demonstrates that two-thirds of the respondents 

would leave th e ir  current jobs i f  better o ffers  arose elsewhere. Such 

high expected m obility  is due to the worse than expected conditions of 

service in th e ir  present jobs. Arguably, th is  expected m obility  is 

more of a wish as i t  is un like ly  to be effected because of the ris ing  

unemployment levels in the Zambian labour market, especially fo r the 

less s k i l le d .  However, among the high-level manpower categories l ike  

accounting, engineering and managerial, such expectations can be 

effected as the demand fo r th e ir  labour services is quite high.

Table 6.9 Likely M obility  Due to Worse than Expected Conditions

Occupational Category YES NO Row ToU

Professional & Technical 4 (44.4) 5 (55.■ 6) 9
Accounting 12 (75.0) 4 (25..0) 16
Administrative and

Manageri al 11 (44.0) 14 (56..0) 25
C lerica l & Secretarial 15 (75.0) 5 (25..0) 20
Marketing & Purchasing 5 (83.3) 1 (16.,7) 6
S k illed  Supervisory 11 (68.8) 4 (31..2) 16
Skilled  Production 16 (88.9) 2 (11.-1) 18
Part and un sk i l led 1 (33.3) 2 (66..7) 3

TOTAL 75 (66.4) 37 (32.,7). 113

Note: Figures in brackets are row percentages.

Source: Employees Questionnaire, Question 10.

6 .2 .2  THE SUPPLY ASPECTS

Expected m obility  due to the worse than expected conditions in the 

present jobs seem to be very widespread among respondents employed by 

INDECO subsidiary companies. For example, 83 per cent of accountants; 

80 per cent of s k i l le d  production workers; 75 per cent of c le r ic a l  and
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sec r e ta r ia l ;  and 57 per cent of professional and technical respondents 

were expecting to move in the following three years. This contrasts 

with the private  sector respondents where expected m obility , except 

among s k i l le d  production and c le r ic a l  personnel, was not in excess of 

f i f t y  percent in any one occupational category.

Conceptually, the supply s ituation  of high-level manpower in the 

Zambian labour market may l im it  the effectiveness of using demand adju­

stment mechanisms l ik e  the revising of the pay packages for the shor­

tage occupational categories. This is because bidding up pay would not 

solve the supply problems other than increasing the wage costs to the 

affected employers (Arrow and Capron, 1959). Most INDECO executives 

maintained that i f  they were allowed to adjust pay packages, 

recruitment d i f f i c u l t i e s  and retention problems would be minimised. 

However, th is  argument, when analysed under the context of fa l l in g  real 

earnings in the whole of the Zambian labour market since the 1970s (see 

table 4.9 in chapter IV and table 6.7 above) fo r  both expatriates and 

local labour, becomes suspect. The dilemma in wage policy when real 

wages are fa l l in g  are discussed in chapter IV and chapter IX. I t  is  

neither possible to increase the real earnings of the shortage labour 

groups alone for that would upset the pay structure and would, most 

l ik e ly ,  lead to industria l re lations problems (see chapter I I ) .  For 

these reasons, the demand adjustment methods have to be implemented 

jo in t ly  with other measures which aim to increase the supply of the 

necessary s k i l ls .

Table 6.6 demonstrates that general s k i l l  shortages in the local 

labour market, in s u ff ic ie n t  local tra in ing  f a c i l i t i e s ,  and an educa­

tional system not responsive to the needs of the labour market were 

said by many of the INDECO respondents to be the major labour supply
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bottlenecks.

The in e las t ic  supply of sk i l led  and professional labour partly  

originates from the lag in tra in ing  such labour, and from the lack of 

tra in ing  f a c i l i t i e s ,  resources and places both w ithin and outside 

INDECO— thus, recruitment d i f f i c u l t i e s  and high labour turnover for  

those s k i l l  groups in high demand w il l  continue to be a feature of the 

Zambian labour market fo r sometime. Within some INDECO companies, the 

e f fe c tive  supply of sk i l led  manpower has also been lim ited by the use 

of incompatible machines. For example, one subsidiary company had two 

d if fe re n t  plants and, up to the beginning of 1987, operators were only 

trained and confined to one of the two plants. During periods when 

e ither plant would break down or when the a v a i la b i l i t y  of imported 

inputs would only warrant operating one of them, the operators of the 

other machine could not be e f fe c t iv e ly  u t i l iz e d  on the other. I t  was 

for these reasons that the company started to rotate i ts  operators 

around during tra in in g , but th is  increases the length of tra in ing  and 

hence the tra in in g  costs.

We demonstrated in chapter IV that the lack of tra in ing  f a c i l i t i e s  

and the unresponsiveness of the te r t ia r y  educational system to local 

labour market needs means that on-the-job-tra in ing  (but which carries  

lower status in Zambia) is the most common method of increasing s k i l l  

supply in the affected companies. However, to e f fe c t  internal  

tra in in g , firms must have f in a n c ia l,  physical and human resources to 

do so. One objective of recru iting  expatriates, in addition to meeting 

the shortage of s k i l l  shortages in the local labour market,14 was to

14INDECO Ltd, "INDECO Handbook: Manual of Personnel Policies and Procedures" p. U specifies 
that one of the main attributes expatriates are expected to have the ability to train and develop 
Zambians. IDAT found that in some of the subsidiary companies studied the expatriates were not good 
trainers, and in some cases, were not very qualified to do so.



f a c i l i t a t e  internal tra in ing  and hence improve the effectiveness of 

current labour force. However, available  evidence suggests that not 

every expatria te  is a good tra in e r  and, moreover, due to s e lf  interest  

one would not expect expatriates to be very keen tra in e rs .  And on 

foreign t ra in in g , the auctioning of the kwacha under the IMF/World Bank 

restructuring programme more than quadrupled the costs, and although 

auctioning has been stopped, the subsequent devaluation of the kwacha 

s t i l l  makes foreign tra in ing  costly and only few firms can afford i t .

And where tra in ing  is offered in the local t e r t ia r y  in s t itu t io n s ,  

the lack of f a c i l i t i e s  l ike  teaching aids and laboratory equipment 

means that graduates have to undergo further internal tra in ing  before 

they can be placed in responsible positions. This has implications on 

the cost structure of the firms concerned. In addition, the private  

sector companies may be w il l in g  to hire the same labour at higher 

salaries and place them in responsible positions without ins isting  on 

any such i n i t i a l  internal t ra in ing . A balance has to be struck 

therefore between what is necessary for the company and for the 

individual employee, but more often than not, such a balance is 

d i f f i c u l t  to achieve, as exemplified by the high labour turnover in 

some high-level manpower categories.

The need to be seen to maintain standards has led some individual 

INDECO subsidiary companies to ins is t  on lengthy periods of tra in ing  

and experience. For example, the long standing vacancies of works 

engineers reported in table  6.1 requiring candidates with at least 

seven years previous experience has to do with th is  phenomenon. On the 

other hand, the movement of technical personnel into managerial and 

administrative positions both in the INDECO and other parastatal 

companies fu rther  worsen the supply of technical personnel at the shop
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f lo o r  leve l.  For the positions l ik e  production, technical and 

technical sales managers th is  is may be necessary fo r  career planning 

purposes. But i f  the appointment of senior management is a prerogative 

of an external authority , say the president, th is  problem becomes very 

serious fo r  such external authorities  may not appreciate the s k i l l  

vacuum such appointments may create on the shop-floor.

Another constraint on the INDECO companies is that they are 

forbidden to 'poach’ from any other ZIMCO companies or the c i v i l -  

service (INDECO Handbook, p. 9). Employment of personnel from other 

ZIMCO companies or the c iv i1 -serv ice  may only happen i f  the candidates 

apply through th e ir  respective heads of departments or i f  they obtain 

e x p l ic i t  release notices. As most of the tra in ing  a c t iv i t ie s  in Zambia 

are e ither conducted by the parastatal sector or the c iv i1 -serv ice  (by 

v irtue  of being the largest employers), th is  s t i f l in g  of competition 

between firms in the public sector implies that only the private  

sector, being free from such res tr ic t io n s , would benefit .  While one 

may appreciate the reasons behind these res tr ic t io n s , i t  is equally  

apparent that the parastatal companies must e ith e r  rely on internal or 

formal tra in ing  to meet th e ir  manpower requirements as th e ir  pay 

packages are neither f le x ib le  nor competitive. As such a ttrac ting  

sk il led  labour from the private sector is almost an im possib ility . But 

given the resource constraints and the risks associated with tra in in g ,  

there is a l im it  to which tra in ing  can be used as the only viable  

option.



- 2 1 8 -

6.3 THE EFFECTS OF SKILL SHORTAGES

The most v is ib le  e f fe c t  of professional and educated labour in 

Zambia has been the excessive dependence on expatria te  labour. This is  

especially true among accountants, engineering and management occupa­

tions. For example, out of a to ta l  of 108 accountants ava ilab le  in the 

en tire  INDECO Group in 1985, 86 (80 per cent) were expatriates. And

in 1987, out of 34 chief accountants, 31 (91 per cent) were expa­

t r ia te s .  I t  is not surprising, therefore, that nine of the responding 

INDECO companies indicated that the main e f fe c t  of recruitment 

d i f f i c u l t y  in the local labour market has been to increase th e ir  depe­

ndence on expatriates (tab le  6 .10). The e f fe c t  of such dependence on 

expatriates, and especially the decision to pay them part ly  in foreign  

exchange from 1985, on the balance of payments, p r o f i t a b i l i t y  and the 

structure of the economy have been analysed in de ta il  in chapter IV.

Table 6.10 EFFECTS OF SKILL SHORTAGES

Frequency (n - 18)

Due to S k il l  Due to Fore- Not
Shortages ign Exchange Applicable
Problems______ Problems____________________

Fall in output 3 (16.7) 10 (55.6) 5 (27.8)
Fall in output qua lity 5 (27.8) 5 (27.8) 8 (44.4)
Turndown desirable orders 3 (16.7) 6 (33.3) 9 (50.0)
Delivery period lengthened 
Orders lost due to long

3 (16.7) 8 (44.4) 7 (38.9)

delivery dates 2 (11.1) 6 (33.3) 10 (55.6)
Curtail investment 1 (5 .6 ) 3 (16.7) 14 (77.8)
Reduce demand fo r  other labour 
Increased dependence on

4 (22.2) 14 (77.8)

expatriates 9 (50.0) - 9 (50.0)

Note: Figures in brackets are row percentages. 

Source: Main Questionnaire, Question C1-2
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The expatria te  technical and professional personnel, who INDECO 

re l ies  upon are not immune from s e l f - in te re s t  and would thus tend to 

recommend technologies from th e ir  respective home countries which, for  

a l l  purposes and in ten t, are not suitable for the Zambian conditions. 

Opin ion on th is  matter was however divided. To the question, "is i t  

possible to promote projects of national in terest when key decision­

making and technical posts are held by expatriates? Explain b r ie f ly . " ,  

some of the senior Zambian managers who were interviewed in ten of the 

INDECO subsidiary companies gave the following varied opinions.

( i )  the m ajority , that is f iv e  of them, thought that expatriates  

may lack the commitment and the n a t io n a lis t ic  perspectives that a 

national may have and th is  may be especially  the case where there is a 

co n fl ic t  of in te res t.

( i i )  two others f e l t  that being employees who are under contract 

and aware of the organizational objectives and p o lic ies , expatriates  

were expected to implement what th e ir  Zambian managers, whether at sub­

s id iary  or corporate leve l,  to ld  them to do. One of these did point 

out, however, that th is  may depend on the ca lib re  of the Zambian 

managers on the management boards. This argument is quite wanting in 

those cases where expatriates are e ith er  chief executives of operating 

companies or heads of specialised functions. For example, many 

personnel managers and employees in one professional occupation 

complained that since the overall boss of the occupation was an 

expatr ia te , there was a tendency to favour expatriates in appointments 

and promotions in th is  p art icu la r  occupation.

( i i i )  another manager f e l t  that since project decisions are taken 

as a team and are based on objective findings and facts , i t  does not 

rea l ly  matter as to whether some posts are held by expatriates or not.
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Civ) another thought that the con fl ic ting  perspectives of the 

d if fe re n t  expatriates from d if fe re n t  countries makes i t  d i f f i c u l t  to  

implement some projects. In re la tion  to the administration of external 

aid by the donor agencies in Zambia, a s im ilar opinion was expressed by 

Roos (1984).

(v) in the wake of recent reversals of the Zambianization policy by 

the government, one manager opined that expatriates were not hindering 

the national in te res t fo r  they were being called back to run the 

economy.

Table 6.10 also demonstrates that professional labour shortages 

have resulted in the f a l l  of output both in qua lity  and physical terms. 

In a large chemical and food processing factory, the works manager said 

that because of poor s k i l ls  among the production workers, especially  

machine operators and artisans, the machines often broke-down due to 

improper use. And when th is  happens, i t  means production comes to a 

s ta n d s t i l l .  Moreover, the spoilage and the in e f f ic ie n t  use of inputs 

and equipment a l l  contribute to the poor qua lity  of output. Since 

e f fe c tive  local demand for the manufactured goods exceed the supply 

from local production, quality -contro l and, in some cases, marketing 

departments in many of the INDECO companies, un ti l  recently, were not 

necessary fo r  whatever was produced was, more or less, guaranteed to  

be sold. With the persistent shortage of imported inputs and spare- 

parts, the problem of output qua lity  has further in tens if ied .

Foreign exchange problems and not labour shortages seem to account 

for most of the turning down of the desirable orders, lengthened 

delivery periods and to the consequent loss of such orders. In three 

of the firms, however, labour shortages were responsible for the loss 

of orders. One of these three was engaged in food processing and the
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shortage of heavy duty drivers to de liver  the products to the market 

and agents resulted in such orders being lost. In another one, the 

lack of a maintenance engineer meant that machinery could not be 

repaired on time to meet the time specified by the customers and thence 

the loss of orders.

6.4. CONCLUSION

The main cause of engineering, technical, accounting and managerial 

s k i l l  shortages in the INDECO Group is the low supply of such s k i l ls  in 

the local labour market (recruitment d i f f i c u l t y )  and the uncompetitive, 

bureaucratic and in f le x ib le  ZIMCO pay structure which makes i t  

d i f f i c u l t  to a t tra c t  and reta in  such labour. Such is the extent of 

s k i l l  shortages that subsidiary companies have, in some cases, been 

forced to recru it  candidates who are e ith er  not suitably  q u a lif ied  or 

experienced. The impact of th is  on output and the v ia b i l i t y  of the 

affected companies has largely  been negative.

Given the excess demand fo r  high-level s k i l le d  manpower, the 

resultant high-labour turnover among such s k i l l  categories is to be 

expected. This problem is aggravated by private sector employers who 

often use demand adjustment instruments l ik e  increasing pay packages 

which hardly improve the overall supply s ituation  in the short-term  

(but might do so in the long-term) other than to increase the wage 

costs. Since the technology used is imported, there is a tendency 

among employers to prefer expatriates or foreign trained Zambians. 

Such employers believe that the Zambian educational system is not very 

well suited to o f fe r  courses which are relevant to these technologies.
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They are thus prepared to pay higher costs in terms of foreign tra in ing  

or recruitment of expatriates. Firms, therefore, do not always choose 

the least expensive adjustment instruments. The e f fe c t  of th is  (and 

coupled with the lack of f a c i l i t i e s  in the local tra in ing  in s t itu t io n s )  

is to reduce confidence in local sk i l led  labour and fu rther worsen the 

manpower problems.

As the payment of inducement allowances in foreign exchange and 

other fringe benefits to expatriate  personnel (so as to a t tra c t  and 

retain  such s k i l ls  on the international labour market) further widens 

the pay d i f fe r e n t ia ls ,  i t  contributes to the high incidence of labour 

turnover among indigenous professional labour. To the extent that such 

expatriates usually occupy senior positions, the prospects for  

advancement of certa in  local s k i l le d  labour are lim ited and as a conse­

quence, increased turnover among affected labour categories is l ik e ly .

The e f fe c t  of high-level manpower shortages on output and i ts  

qua lity  have been superseded by the e ffects  of foreign exchange 

constraints which makes i t  d i f f i c u l t  to import the necessary inputs and 

other supplies. However, in some of the companies v is ited  there was 

clear evidence of loss of output arising from improper use (due to 

s k i l l  deficiency problems), spoilage and misuse of inputs, and poor 

maintenance of machinery and consequent break-downs which took time to 

repai r.



CHAPTER V I I

ADJUSTMENTS TO LABOUR SHORTAGES I :

AN ANALYSIS OF MANPOWER SUPPLY AND DEMAND ADJUSTMENT 

POLICIES AND PRACTICES IN THE INDECO GROUP OF COMPANIES.

7.0 INTRODUCTION

INDECO’ s future performance and v ia b i l i t y  w i l l  depend on how i t  

adjusts to the technical and manpower problems analysed in the previous 

chapters. However, the success or fa i lu re  of these adjustment polic ies  

may be determined by external factors such as government policy and 

a v a i la b i l i t y  of foreign exchange. Being a government controlled enter­

prise, INDECO is expected to implement the government’ s social 

polic ies irrespective of any adverse e ffec t  th is  might have on i ts  

commercial v ia b i l i t y .  More importantly, INDECO as an enterprise has no 

power to adjust i ts  pay structure and other labour compensatory systems 

so as to a t tra c t  and retain  the necessary labour. Thus the loss of 

valuable trained and experienced personnel through high turnover may 

continue to hamper i ts  operations in the foreseeable future. I t  

follows therefore that the policy options open to INDECO management to 

m itigate the adverse e ffects  of the factor markets are lim ited by 

external constraints. In analysing the effectiveness of the various 

manpower po lic ies  and practices adopted by INDECO companies, one has to 

do so in the context of the above external constraints imposed by the 

Zambian socio-economic and p o l i t ic a l  environment.

In the context of these constraints, especially  the ZIMCO pay 

structure, we attempt in th is  chapter to analyse the variance between
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the stated objectives of INDECO’ s pay policy and actual payment 

systems. We do demonstrate, however, that despite i ts  weaknesses, 

reforming the ZIMCO pay structure on i ts  own without, at the same time, 

reforming the government’ s orientation and po lic ies  towards the 

parastatal sector may not be helpfu l. Since the ZIMCO grading and pay 

structure, u n t i l  recently, was based on t i t l e s  and not job content (or 

the value of the d if fe re n t  jobs to the organisations), we look at the 

theoretica l and practical problems associated with implementation of 

job evaluation and performance appraisals.

On the supply side of the adjustment mechanisms, government policy  

seems to encourage tra in ing  of local candidates so as to achieve i ts  

Zambianisation policy. Here, INDECO managements seem to have a free  

hand in exercising independence in decision-making. The effectiveness  

of these supply measures l ik e  increased tra in ing  a c t iv i ty  are, however, 

l im ited by the poor grading and compensation systems which exist in the 

INDECO Group.

The chapter begins by analysing the supply adjustment mechanism, 

that is , t ra in in g  and i ts  effectiveness in solving some of the manpower 

problems. The policy of recru iting  expatriates as an adjustment 

mechanism is also c r i t i c a l l y  analysed both in terms of the costs 

involved and in terms of the benefits to the affected companies. 

Section 7.2 analyses the demand adjustment mechanisms and w il l  centre 

on the pay structure, job evaluation and performance appraisals.

7.1 SUPPLY ADJUSTMENT POLICIES AND PRACTICES

Firms were asked in the main questionnaire to indicate and rank the 

three methods they have often used to deal with recruitment
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d i f f i c u l t i e s  and s k i l l  deficiency problems of th e ir  existing labour 

force. Table 7.1 demonstrates that the most common positive adjustment 

instrument has been to increase the supply, that is ,  formal external 

and internal tra in ing  rank highly fo r a l l  the occupational categories. 

For professional and technical occupations, these are followed by 

improving working conditions at the group level and recruitment of 

expatriates; fo r administrative and managerial, increased recruitment 

of expatriates and improved working conditions; fo r  purchasing and 

se ll in g , transfers and improved working conditions; and f in a l ly ,  fo r  

production and manufacturing workers, merging/phasing-out of posts and 

improved working conditions. While tra in ing  and improved working 

conditions are permanent, recruitment of expatriates and merging/ 

phasing-out of posts are temporary fo r  they tend to suppress the extent 

of s k i l l  shortages. Nowhere was a reduction in the recruitment 

standard stated (a t  least th e o re t ic a lly  when adverts are placed they 

state the highest standards possible— which lends support to 

Colclough’ s (1972) finding that firms in Zambia tend to in f la te  the 

educational and experience requirements).

Other than improved working conditions and phasing-out of posts, 

demand adjustment polic ies seem to be lowly ranked. For example,

increasing the re la t iv e  earnings of shortage labour and upgrading of 

less -sk illed  labour are, for professional and technical occupations 

ranked f i f t h  and the la t te r  not stated at a l l ;  fo r  administrative and 

managerial, s ixth and seventh; for purchasing and s e l l in g , both jo in t ly  

f i f t h ;  and fo r  d irec t  production workers, eighth and f i f t h .  Fast 

promotion prospects (another demand adjustment instrument) has the 

highest ranking among professional and technical occupations at f i f t h ;
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seventh in administrative and managerial occupations; and tenth among 

d irec t production workers.

Table 7.1:  Methods of Adjustment to Labour Shortages by Rank

Method Professional & Technical Admin./Managerial Purchasing & Selling Production
& Clerical & Manufact.

A B C  Weighted A B C  Weighted A B C  Weighted A B C  Weighted
Rank_____________ Rank_____________ Rank_____________ Rank

Increase internal 
training 

Upgrade less- 
skilled workers 

Increase formal training 
Reduce recruitment 

standards 
Subcontract work 
Invest in new equipment 
Use more over-time 
Use part-time/seasonal 

labour 
Use retired personnel 
Transfers
Recruit expatriates 
Secondment
Merge/phase-out post 
Increase relative earnings 

for shortage labour 
Improve working conditions 

at Group level 
Fast promotion prospects 
Column Totals

3 2 4 2

13 3

17

3
1

15

3
2

12

1 2 4

-  -  2
8 6 -

- 1 3
1 2 -

1

1

1 1 1
-  1 -

12 13 11

2 3 2

6 3 1

- - 1 7

1 1 - 3

1 - 5

- 4 4

9 9

4 1 3

-  2 -

4 5 1

-  1 -

1 - 1
- - 1

- 1 1

- 1 -
1 - 1

2 -  1

1 -  -

-  2  2
-  1 -

13 14 11

10
5

13

13

10
5

4
10

Source: Main Questionnaire, Question Cl-8

Thus, in a l l  cases, supply adjustment instruments seem to rank 

highly than the demand adjustment ones, and th is  is in l ine  with the 

theoretica l predictions and empirical evidence analysed in chapter I I .  

That being the case, we begin by discussing the significance and effec­

tiveness of the supply adjustment instruments before considering the 

efficacy of the demand adjustment mechanisms.
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7.1.1 TRAINING

In chapter I I ,  we categorised s k il ls  as being made of direct and 

symbolic knowledge and that training should provide different  

conditions for 'getting to know’ and 'getting to know about’ . This we, 

argued, is because there are d ifferent types of manual, visual, mental, 

etc. s k i l ls  needed in an organization. This is because for an 

enterprise to be successful, i t  needs to have a good understanding of 

both the external and internal environments and processes. This 

distinction is of significance in the INDECO Group where some members 

of senior management who make business decisions either lack the 

detailed knowledge of the local socio-economic environment or the 

technical matters relating to production processes. The lack of 

technical knowledge is, in most cases, corrected for by management and 

consultancy agreements with foreign firms. However, the efficacy of 

these agreements is, in the wider context, debatable because the 

expatriates may lack detailed knowledge about the operations of the 

local social, economic and po lit ica l institutions and may suggest 

policies (as has been the case in the past) which are d i f f ic u l t  to 

implement (see chapter IV).

The use of imported technologies in the production processes 

further complicates the s k i l l  problems. Since there are very few 

Zambians1 who are technically skilled as defined in chapter I I ,  i t  

means that new recruits may get the wrong information during the 

primary learning process, that is, the in i t ia l  informal learning from 

superiors and other workers in an organization. And i f  this is

‘ Republic of Zambia, Cabinet Office, Manpower Report: a Report and Statistical Handbook on Man­
power. Education, Training and Zambianisation 1965-66. (Lusaka: Government Printers, 1966) estimated 
that by 1986, fewer than 100 persons (Zambians) would have completed extensive training for skilled 
manual jobs. Cited by Him Hoppers, "Industrial Training and labour Market Segmentation in Zambia: A 
Historical Analysis" in African Studies Review. Vol.29, no.4, December 1986, p.49,



- 2 2 8 -

repeated over a long period of time, a vicious c irc le  may emerge and 

this would further reduce the quality of s k i l ls  available in an 

organization.

Arguably, tra in ing2 in the INDECO Group of companies has been a

packaged solution to labour shortages and the governments’ s Zambiani­

sation policy. I t  would seem that training does not take as its  

objective developing the individual components of s k il ls  required by 

the tasks of the jobs performed. I t  is only recently that efforts  have 

begun to analyse jobs and tasks so as to identify training needs. I t  

is therefore possible to argue that training in INDECO is without 

suffic ient reference to the requirements of the companies. This is 

because (King, 1964) some formal training schemes may have been

introduced without taking into account the primary learning process 

within the companies. Such a state of a ffa irs  may lead to contra­

dictions and conflic t.

I t  has to be pointed out however that judging by its  expenditure on 

training, INDECO attaches some importance to investing in its  human 

resources. For example, expenditure on training in recent years has 

risen, at 1980 constant prices (GDP defla tor), from K1.39 million in 

1982/83 (K1.583 million at current prices) to a budgeted K3.75 million

(K14.4 million at current prices) during the 1986/87 financial year—

an increase of about 169 per cent over the period. Moreover, most of 

the managers spoken to indicated that they regarded this expenditure on 

training as an investment and not an added expense. Looked at from the 

ZIMCO perspective however, th is is not borne out by the facts—the

2David King, Training within the Organization: a study of Company Policy and Procedures for 
Systematic Training of Operators and Supervisors.. (London: Tavistock Publications, 1964), argues 
that training should be concentrated during periods of slack demand (or recession) so that a firm 
could have the needed skill when demand picks up. However, this begs the question of financing such 
training: i f  profits are low, i t  is very unlikely that firms would have enough funds to spend on 
training. Even i f  they did, they may choose to spend such resources on other projects.
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employee compensation policies are very rigid and unresponsive to the 

needs of individual subsidiary companies. I f  training is an investment 

as claimed, then the investor (ZIMCO and its  subsidiaries) has not 

taken rational and consistent policies to ensure that benefits from 

training are realised to the fu l l .

(1) On-the-iob (in terna l) training

Of the responding nineteen subsidiary companies, eighteen had on- 

the-job training for school leavers and graduates. Of the eighteen, 

only one engineering firm had a detailed written down induction and 

orientation programme for university graduate engineers, engineering 

technologists, technicians and craftsmen. The aim of this programme is 

"to expose graduates to the operations of the companyy especially in 

matters relating to the technical aspects of the company." The 

graduates are expected to be fu l ly  involved in the whole programme so 

as to gain sk i l l s  and knowledge. The graduates are further encouraged 

to pay particular attention to the relationships between departments 

and individuals when gathering information on any subject. To maximise 

the learning process, the programme insists on adherence to a ll company 

rules and regulations pertaining to each and every operation, and to 

actually do the jobs and not just to watch.

Under this scheme, graduates are taken through the ir  paces starting  

with what is expected of them, plan and operation of the plant, and to 

working in each and every department of the company on a rotational 

basis. The job rotation enables the graduate trainees to appreciate 

the significance of each and every department to the well being of the 

whole company. At the end of the programme, the trainees are required 

to write a report about the ir  training and these reports are in turn
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used to evaluate the effectiveness of the induction programme.

Such a detailed induction and orientation programme which centres 

on the needs of the company s t i l l  remains, by and large, an exception 

rather than a rule in the INDECO Group of companies. One subsidiary 

company indicated that i t  does not evaluate formal external training as 

institutions offering such training are assumed to be good. But this  

does not answer the question of whether such training meets the requi­

rements of the company. The same company also indicated that the only 

time employees’ training matters are raised is when performance

appraisals are being done.

Classified by recruitment d i f f ic u lty  and types of training, table

7.2 demonstrates that firms experiencing recruitment d i f f ic u lt ie s  tend

to s lightly  have a higher proportion of training ac tiv ity  in relation

to the ir  total employment. Overall, formal external (fu ll- t im e )

training only accounts for about 16 per cent of the total training  

activ ity  of the sample (out of which accountancy accounts for about 31 

per cent; technologists/technicians 22 per cent; scientific/engineering  

and administrative and managerial jo in t ly  at about 15 per cent and then 

direct production occupations at 16 per cent). The largest methods are 

those which are, as we would expect, job based: part-time (and corres­

pondence) and on-the-job-training which are the cheapest ways of 

improving s k i l ls —that is, other than learning, trainees contribute to 

actual production. On-the-job training may however not be the cheapest 

i f  spoilage of materials and misuse of equipment occur on a wider scale 

and lead either to a loss of output and its  quality or to higher repair 

costs. These, as we discussed in previous chapters, are some of the 

incidental problems associated with having a high proportion of 

p a rt ia l ly -s k il le d  labour operating complex machinery.
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I t  has to be said that the high proportion of on-the-job training  

here is not a l l  formalised. Rather, i t  also includes new employees who 

are s t i l l  under probation and who may be sacked i f  th e ir  performance is 

below what is expected. Thus on-the-job training is understood to mean 

that i f  an individual does a set of tasks over a certain period of 

time, he may come to grips with i t  and in the process become adept 

(Doeringer and Piore, 1971). The trouble with this approach is that 

practice in i t s e l f  does not always lead to perfection as one can 

continue to practice something he considers to be right when in actual 

fact i t  is wrong and end up with a "perfect mistake" (King, 1964). 

Thus the adage, "practice makes perfect" is not always applicable.

Given the high proportion of Grade V II school-leavers in the 

labour force (see table 6.3 in chapter V I) ,  on-the-job training is one 

of the main ways of improving s k il ls  in the INDECO Group of companies. 

Due to th e ir  lack of academic qualification, formal training with the 

trades training institutes (TTIs) is not possible. But through the

trade-test system, semi-skilled Grade V II workers can upgrade the ir  

s k il ls  and be tested. I f  they attend part-time training (or corres­

pondence courses) at TTIs, they can obtain a craftsman cert if ica te

which would make them skilled workers and thus improve the levels of

thei r earnings.3

The problems of s k i l l  shortages which started in the 1950s and 

continued a fter  independence led to job modifications and fragme­

ntations. Through th is , i t  was possible to substitute semi-skilled 

workers at lower rates of pay for highly paid and skilled  artisans. I t  

also helped to speed up Zambianisation of the labour force. For 

example, in the mining sector, the number of jobs at the semi-skilled

3 Hoppers, op. c i t . , p . 52,
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levels rose rapidly from 26 per cent in 1961 to 42 per cent in 1971

(Daniel, 1979: 108).

In spite of the foregoing, there are institu tional problems facing 

on-the-job training. Those who are trained on the job and trade-tested 

cannot achieve the same status as the TTIs graduate craftsmen. On 

reforming industrial training in the late 1960s (when apprenticeship 

was abolished), the government decided to keep the examinations and 

status of craftsmen separate from trade-tested and experienced workmen. 

Pay scales for graduate craftsmen were set separately and at the time 

the ir  starting salary was 75 per cent higher than that of the highest 

(Grade IV) trade-tested workman.4

To the question, "for a similar job qualif ication , say motor

mechanic, are there differences in pay between those who qualified in 

trades institutes and those who qualified by doing on-the-job t r a i ­

ning?" eight of the eleven INDECO subsidiary companies interviewed and 

who had on-the-job training programmes said that TTI graduates were 

paid more than the ir  trade-tested counterparts. The main reason given 

in a ll  cases was that TTI graduates were better qualified and given 

the ir  theoretical background, they were versatile  and better placed to 

understand job content and thus perform better. Since the ir  job 

performance was perceived to be above that of trade-tested workmen, i t

was argued that in order to minimise labour turnover and frustration,

graduate craftsmen had to be paid more. Because trade-tested workmen 

owe what they know to practical experience, they were perceived to be

^Hoppers (op. cit: 52-53) argues that this was a perpetuation of a modified old dual system of 
training. Of significance here, he argues, is the decision to disregard institutional, vocational 
training at the lower levels and to offer a high reward to a small number of Form 2 School leavers 
passing through the new institution (Trades Training Institutes). He further says that "the lack of 
parity and the complete institutional separation between the trades training institutes and the 
trade-test channels for skill development meant that on-the-job training could never lead to a 
status equal to that attained by formal training."



limited in the ir  knowledge and thus less adaptable (when compared to 

graduates) to new machinery and working methods. No one mentioned the 

government’ s policy which attaches higher status to TTIs graduates.

Only two companies (one of them a subsidiary of ZCCM) said that 

in i t ia l l y ,  on-the-job trade-tested workmen earn more because of the ir  

experience and length-of-service and because graduate craftsmen are put 

on probation (and thus earn less). However, a fter  the probation period 

is over TTIs graduates earn more than the trade-tested workmen. In one 

of the private companies where there were no such differences in pay, 

there were a lot of complaints and discontent among TTIs graduate 

craftsmen, especially those who did the ir  training in the German 

Democratic Republic.

In summary, i t  can be said that although on-the-job training has 

been one of the main methods of adjusting to labour shortages, the 

government’ s policy of a dual-track training system which discriminates 

against trade-tested workmen in favour of TTIs graduate craftsmen has 

reduced its  effectiveness and made its  legitimacy doubtful.

(1 i ) Formal External Training

For formal training, s ta ff  are either sent to local institutions of 

higher-learning or abroad depending on the nature and type of the ir  

training. In areas where the local institutions lack fa c i l i t ie s  or 

expertise, s ta ff  are sent abroad. However, not a ll  those who go to 

tra in  abroad are as a result of lack of training fa c i l i t ie s  locally. 

Tied b ila tera l aid between the Zambian government and other governments 

often have provisions for training Zambians in the institutions of the 

donor countries. The benefits of these types of training arrangements 

to countries like  Zambia have been of constant debate in the



- 2 3 6 -

l i te ra tu re .5

Occupations in which s ta ff  often go abroad due to lack of training  

f a c i l i t ie s  in the local educational system are: sc ien tif ic  and

engineering; computer and system analysis; production technologies; 

accounting; general management; administration; and sales and 

marketing. With the depreciating kwacha coupled with the rising costs 

of training in general, foreign training is becoming increasingly 

expensive for most of the INDECO companies. Such is the rise in the 

cost of foreign training that companies are now actively looking around 

to form links with some of the local institutions of higher learning.

Asked about whether they had any contact with the local 

institutions of higher learning (where they recruit some of the ir  

labour), f if teen  of the nineteen INDECO companies indicated that they 

had such contacts. And when asked about which changes the institutions  

of higher learning should adopt in order to become more responsive to 

the s k i l l  needs of the labour market, table 7.3 demonstrates that 

developing new training programmes and more research programmes 

relevant to the organizations were thought to be very important.

I t  was widely f e l t  that the existing training and research ac tiv it ies  

of the institutions of higher learning, especially the University of 

Zambia, were of l i t t l e  relevance to the labour market. For example, i t  

is only recently that accountancy training was introduced by the Uni­

versity. Courses in te x t i le s , food, plastic, rubber, etc. technologies 

have yet to be introduced by any institution in Zambia. Companies 

which engage in these a c t iv it ie s  have either to depend on foreign or 

internal (on-the-job) training— neither of which is cost effective.

5See for example T.L. Maliyamkono, et al. Training and Productivity in Eastern Africa: a Report 
of the Eastern African Universities Research Project on the Impact of Overseas Training and Develop­
ment. (London: Heineman, 1982). ch.l.
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I t  was also pointed out that institutions of higher learning should 

explain job prospects to the ir  students for inherent among graduates is 

the notion of being promoted immediately a fter  they are appointed. 

Career counselling and advisory services were said to be lacking in 

many of the institutions and as such, graduates were mostly ignorant 

about the Veal world’ .

Table 7.3: Changes which Institutions of Higher Learning have to Adoot

to become more Responsive to S k il l  Needs

Change Very Important Not Row
  Important________________ Important Total

Formulating Curricula 6 (33.3) 10 (55.5) 2 (11.1) 18

Choosing mode of

instruction 4 (22.2) 12 (66.7) 2 (11.1) 18

Developing new training

programmes 11 (61.1) 6 (33.3) 1 (5 .6) 18

More research programmes 

relevant to the

organization 11 (61.1) 6 (33.3) 1 (5 .6) 18

Explain job prospects

to students 9 (50.0) 7 (38.89) 2 (11.1) 18

Course quotas according

to demand 7 (43.8) 8 (50.0) 1 (6.3) 16

Other  1  -________ 1

Source: Main Questionnaire, Question D1-8



Since severe labour shortages exist in engineering and technical 

occupations, many of the companies f e l t  that course quotas should be 

according to the demands of the labour market. The present system 

whereby the University of Zambia turns out more social science 

(overshooting the desired employment level—cobweb model) than natural 

science (undershooting the desired employment level) graduates was said 

to be in e ff ic ien t as most social sciences graduates remain unemployed 

while at the same time vacancies in engineering and technical fie lds  

are not being f i l le d  (Freeman, 1971).

A sizable proportion of the INDECO companies also thought that the 

institutions of higher learning should change the ways in which they 

formulate the ir  curriculum and the ir  modes of instruction. Most of the 

syllabi almost exclusively rely on theoretical teaching with l i t t l e  or 

no practical training. This is further made worse by the lack of 

teaching aids and laboratory equipment. On the face of i t ,  this sounds 

contradictory as the same companies expressed preference for craftsmen 

who had theoretical and not practical knowledge.

But even i f  the local educational system was to adopt the measures 

suggested, there is no reason to believe that local training w ill be 

valued highly by the local labour market. For example, in terms of 

relevancy of s k il ls  and knowledge, and work responsibility, Maliyam- 

kono, et a l. (1985:115-127) found that in Eastern Africa (including 

Zambia), foreign training tended to score more highly than local 

training. Like in Iran (Johnson, 1980), the use of foreign technology 

coupled with lack of training fa c i l i t ie s  in the local educational 

system make employers to prefer foreign training. Many of the locally 

trained engineers in some of the INDECO companies expressed the view 

that they were considered to be of in ferio r quality by the ir  employers.



As such, employers were spending considerable amounts of money on 

consultancy agreements with foreign firms, so i t  was argued, to do the 

jobs which they (the locally trained engineers) could do perhaps even 

better.

I t  follows from the foregoing that most employees would like to go 

abroad for the ir  training so as to improve the ir  standing. Colonial 

and dependency reasons notwithstanding, the rising costs of consumer 

durables like  cookers, refrigerators, etc. in the local market further 

increases the benefits of foreign training as such goods can be 

afforded while one is on training abroad. Thus even i f  local training  

could meet some of the technical requirements of the firm, other socio­

economic factors (which make foreign training a ttractive  to both 

employees and employers) may m ilita te  against its  fu l l  u t i l iza t io n .

Table 7.4 further demonstrates that the employers’ concern about 

the local educational system are not borne out by th e ir  actions. For 

example, only seven employees got the ir  present jobs through employers 

v is its  to the ir  former institutions of learning ('milk-round5). This 

situation is neither helped by the lack of career advisory services in 

many of the institutions of higher learning. Only TTIs seem to offer  

some career advisory services to the ir  students. The other Department 

of Technical Education and Vocational Training (DTEVT) institutes like  

Zambia In s titu te  of Technology and Northern Technical College (which 

offer engineering technology and technicians certif icates  and 

diplomas), along with the University of Zambia do not seem to have 

effective career advisory services. In this regard, the employers’ 

concern about lack of career counselling and ignorance of the graduates 

about the labour market seem to be founded.

Speculative contacts (through letters  and v is its )  and answering to
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Table 7.4: Educational Level bv Method of Finding Present Job

Education Level Visits by Career Labour Press Professional Speculative Personal Sponsor- Previous Management
Employer Advisory Office Adverts Recruitment Contacts Connec- ship Work in Trainee

____________ to InstJn______________________________________ tions__________ Company__________

Grade VII or 
below 1

(33.3)
( 2 . 6 )

1
(33.3)
(2.4)

Form UlUl 1 3
(8.3) (25.0) 

(100.0) (7.9)

7
(58.3)
(17.1)

1
(8.3)

( 1 0 . 0 )

Certificate
Craftsmen 2

(7.4)
(28.6)

4
(14.8)
( 1 0 0 . 0 )

11
(40.7)
(28.9)

5
(18.5)
( 1 2 . 2 )

3
( 11- 1)
(30.0)

1
(3.7)

(33.3)

Form V/GCE 9
(31.0)
(23.7)

17
(58.6)
(41.5)

2
(6.9)
( 2 0 . 0 )

1
(3.4)

(50.0)

Diploma/Midwife 3
(15.8)
(42.9)

7
(36.8)
(18.4)

5
(26.3)
( 1 2 . 2 )

2 1
(10.5) (5.3)
(20.0) (50.0)

First Degree 1
(33.3)
(14.3)

4
(23.5)
(10.5)

4
(23.5)
(9.8)

1 1
(5.9) (5.9)

(10.0) (50.0)

2
( 11 . 8 )
(66.7)

1
(5.9)

(50.0)

Postgraduate 1
(33.3)
(14.3)

1
(33.3)
( 1 0 . 0 )

Other professional 
qualifications 3

(50.0)
(7.9)

1
(16.7)

( 100. 0 )

2
(33.3)

( 4. 9)_

Total 7 4 1 38 1 41 10 2 3 2
(6.0) (3.4) (0.9) (32.8)....... (0.9)...... (35.3).... (8.6) (1.7) (2.6) ( 1.7)

Notes: a includes promotions and transfers
Decimal figures in brackets under each frequency are for row and column percentages, respectively

Source: Employees Questionnaire, Questions 3 & 6

Other*

1
(33.3)
(14.3)

1
(3.7)

(14.3)

1
(5.3)

(14.3)

3
(17.6)
(42.9)

1
(33.3)
(14.3)

7
...(Ml
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job advertisements in the press seem to be the common methods used to 

f ind jobs. Another method is that of personal connections— through 

re la tives  or friends t e l l in g  candidates about the existence of 

vacancies. Judging by the response from employees when asked to 

comment on the recruitment polic ies of th e ir  employers, i t  would seem 

that nepotism and corruption may be widespread.

( i i i ) Effectiveness of the Various Training Methods

INDECO respondents were asked, in the main questionnaire, to 

indicate the effectiveness of the various types of t ra in in g  on easing 

labour shortages, raising productiv ity , reducing absenteeism, raising  

workers’ morale, improving industria l relations and Zambianisation of 

the work force.

Table 7.5 demonstrates that on-the-job tra in ing  was said, by

Table 7.5: Effectiveness of the Various Training Programmes

On-the-job Training Fonal External Training Part-tiie/Correspondence
Very Marginally Not Very Marginally Not Very Marginally Not

Easing Labour Shortages 6 9 3 11 6 2 3 9 5
(33.3) (50.0) (16.67) (37.9) (31.6) (10.5) (17.6) (52.9) (29.4)

Raising Productivity 12 5 - 14 3 - - - 13 2
(70.6) (29.4) (77.8) (16.67) (86,7) (13.3)

Reducing absenteeism 8 3 5 4 5 5 1 6 7
(50.0) (18.7) (31.3) (28.6) (35.7) (35.7) (7.1) (42.9) (50.0)

Raising workers’ morale 10 8 1 13 5 1 4 9 3
(52.6) (42.1) (5.3) (68.4) (26.3) (5.3) (25.0) (56.3) (18.7)

Improving industrial rel. 13 5 1 10 7 1 2 12 3
(68.4) (26.3) (5.3) (55.6) (38.9) (5.7) (11.8) (70.6) (17.6)

Zambianising work force 10 7 2 15 4 - 3 11 3
(52.6) (36.8) (10.5) (78.9) (21.1) (17.6) (64.7)_ (17.6)

Note: Figure in brackets are row percentages of the sub-totals for each training category. 

Source: Main Questionnaire, Question Dl-9
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13 companies, to be very effective in improving industrial relations. 

Twelve also indicated that i t  has been very effective in raising pro­

ductivity by improving s k i l ls .  I ts  effectiveness on raising workers’ 

morale, Zambianisation of the work force and reducing absenteeism were 

also noted. On easing labour shortages however, only six companies 

thought that on-the-job training has been very effective . This is 

because the occupations where labour shortages are experienced require 

external formal training for internal training would require huge 

outlays of resources in financia l, physical and human terms.

Formal external training has been very effective on a ll aspects 

except on reducing absenteeism. Formal training though very effective  

in Zambianising the work force and raising workers’ morale may not have 

been very effective in raising labour productivity. Even i f  labour 

efficiency has risen, which is doubtful, the unavailab ility  of other 

inputs has ensured a decline in total factor productivity over the 

years (see chapters I and I I I ) .  But since formal training increases 

the supply of s k il ls  and enhances the employees’ understanding of the ir  

environment, i t  follows therefore that i t  is an effective tool 

of easing labour shortages and improving industrial relations.

Part-time training or correspondence courses do not seem to have 

been rated highly. This is because they are the most informal types of 

training which are mostly le f t  to individual employees’ in i t ia t iv e .  

Some companies, especially in the food processing sector, encourage 

the ir  semi-skilled employees in production to do correspondence courses 

in milling technology so as to attain City and Guilds certif ica tion .  

The reason for this is that there are no such courses offered in any 

institu tion of higher learning in the country. Employees are offered 

study loans and the employers help to pay for registration and with the



-2 4 3 -

application for foreign exchange to pay the fees. In the case of 

professional accountancy training, say stage one of the Association of 

Chattered Accountants, employers often pay for such correspondence 

training.

When combined with on-the-job training, correspondence and part- 

time training are the best way of improving an individual employee’ s 

promotion and earnings prospects. This, as we saw e a rl ie r  on, is 

because academic qualifications and not practical training are valued 

highly by many employers including the government.

7.1.2 OTHER SUPPLY ADJUSTMENT MECHANISMS

( i ) Recruitment of Expatriates

Recruitment of expatriates has been a major residual and temporary 

adjustment6 to skilled and professional labour shortages in the local 

labour market. Although the number of expatriates has been declining 

over the years they s t i l l  predominate in engineering, technical and 

accounting occupations. And of late, with the increase in management 

and consultancy contracts with foreign companies, the ir  numbers in 

management has been on the increase. The overall decline in the number 

of expatriates over the years, is due to the effects of the govern­

ment’ s Zambianisation policy which requires companies to increase the 

training of local Zambians to replace the former. The fa l l  in foreign 

exchange reserves coupled with the depreciation of the kwacha have both 

also contributed to the decline in the number of expatriates.

The INDECO policy of recruiting expatriates, among other things,

6Though i n i t i a l l y  intended as a temporary measure, i t  has been formalised and where management 
contracts are in operations, i t  has become almost permanent. As we have mentioned before, apart from 
suppressing the extent of labour shortages, the continued use of imported and sophisticated  
technologies necessitates the dependence on expatriate  labour.
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stipulates that they (expatriates) " . . .  w ill  only be offered employment 

in respect of job categories which cannot at the relevant time be 

completely Zambianised". 7 The expatriate so recruited must be capable 

of training and developing Zambians. This la t te r  condition is very 

d i f f ic u l t  to meet for as we demonstrated above, being knowledgeable and 

good at one’ s work does not necessarily mean being a good trainer.  

Moreover, the practice in INDECO has been not to integrate expatriates 

in the management teams. This point was made particu larly  clear by 

IDAT when they were analysing the problems of Kapiri Glass Products. 

They found that given the sophisticated technology used by the company, 

there was a need for expatriates for at least three more years. The 

future of the company was therefore in doubt unless the expatriates so 

recruited were good trainers and that, unlike in the past, they would 

be integrated more fu l ly  in the management team of the company more 

successfully.8

The other problem posed by recruitment of expatriates is the 

resultant effect on the morale of local employees. The la t te r  may 

resent the former for they occupy senior and key posts and this limits  

career advancement. As we demonstrated in the previous chapters, not 

every expatriate is good at his job but every expatriate is better paid 

(in terms of inducement allowances in foreign exchange and other fringe 

benefits) than local employees doing the same jobs. Other fringe 

benefits like paying for the education of expatriates’ children both 

locally and abroad further enhances the earnings of expatriates. As we

7INDECO Handbook, op. c it. p.11.

industrial Development Advisory Team (IDAT), "INDECO Ltd, Industrial Reorientation Programme, 
Report No.3: Covering Report to the Diagnoses and Action Plans for INDECO’s Priority Group of subsi­
diaries" (Lusaka: IDAT, 1986) p.4. cited with the kind permission of INDECO.
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shall show below, local employees are, on the other hand, not offered 

such benefits.

The pay d i f fe r e n t ia ls  between expatriates and local employees poses 

both theoretica l and practical problems for African countries. That is, 

since most of the expatriates are whites, i t  may be argued that i t  is 

no more than the continuation of the colonial pay structure. Thus:

(a) the local resources during the colonial period were used to 

improve the education and s k i l ls  of s e t t le r  whites but who upon indepe­

ndence came to be c lass if ied  as expatriates. To reta in  such personnel, 

pay levels had to be at competitive international labour market rates 

and th is  adversely a ffects  the balance-of-payments (as i t  exacerbates 

the foreign exchange problems) and the nature and the character of the 

African economies.

(b) in terms of opportunity costs, the resources used in a ttrac ting  

and retain ing the expatriates could have been put to better use 

elsewhere in the economy, say increasing tra in ing  and developing of 

local labour so as to increase the supply of s k i l ls  in the local labour 

market. As a consequence, both s k i l l  shortages in the local labour 

markets and the dependency on expatriates pers ist. With the depre­

c ia ting  currencies and decline in the real price of primary exports, 

the cost to African economies resulting from the recruitment of expa­

t r ia te s  is quite phenomenal (see chapters I I I  and IV ) .

( i i ) Transfer and Upgrading of less-skilled Workers

As has been pointed out above under on-the-job tra in ing  section, 

job fragmentation and modifications have been adopted so as to use less 

sk il led  workers to perform tasks requiring highly s k i l le d  artisans— 

especially in d irec t  production occupations l ik e  operators and
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artisans. Even in indirect labour categories like accounting,

employees with non-professional qualifications like  Zambia Diploma of 

Accountancy (ZDA) and book-keeping certif icates  have been promoted to 

positions of accountants (however, many personnel managers did not 

state this as one of the major adjustment to shortage—table 7.1; but 

did so when asked to indicate the positions occupied by unqualified

and/or inexperienced personnel, (see table 6.2 in chapter V I) .  The 

effects of these residual measures on output and its  quality are known 

but in a situation where alternatives are limited, such upgrading of 

less-skilled labour may become inevitable.

Another method used to adjust to labour shortages, especially for 

administrative, managerial and c lerical personnel, is in tra - or in ter­

company transfers. Lateral transfers from one branch of a company to 

another either in the same capacity or on promotion are quite common. 

I t  is the inter-company transfers which presents some problems. The 

training of personnel is usually at individual subsidiary expense but 

INDECO Limited views personnel in the Group as an enterprise resource 

and as such, may transfer personnel from one operating company to

another. One subsidiary company which was among the f i r s t  to implement 

management development programmes complained about this practice as 

most of i ts  senior managers had been transferred to other operating 

companies. This is however balanced out by the fact that other

companies in the Group also tra in  and experience similar d i f f ic u lt ie s .  

I t  does, nonetheless, raise questions about the s u ita b i l i ty  of this  

method as the managers who are transferred so often from one company to 

another may experience d i f f ic u lty  in adjusting to new working methods 

and operations of the d ifferent companies. As such, efficiency may 

suffer (that is, in terms of specific s k il ls  like  fam il ia r ity  with the
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environment and members of a given team— see Doeringer and Piore, 

1971). INDECO also trains a pool of technical and managerial s ta ff  who 

i t  seconds to the various operating companies. In this regard i t  does 

not only depend on the training a c tiv it ie s  of the operating companies.

To argue that inter-company transfers should be stopped in a big 

conglomerate like INDECO would be unrealistic. I f  the personnel so 

transferred are on promotion, to stop such transfers may lim it  career 

advancement and the alternative may be to quit. Quiting would present 

a loss to both the operating companies and INDECO as a whole. Even 

where inter-company transfers are la te ra l,  the wider experience 

afforded such employees may enhance the ir  career advancement and under­

standing of the diversity of the operations of the INDECO Group of 

companies.

Finally, other supply adjustment mechanisms like  increased use of 

over-time and use of seasonal and temporary labour have low frequencies 

and ranking (table 7 .1 ). The low frequency of the use of over-time is 

mainly due to the current low rates of capacity u t i l iz a t io n .

Temporary seasonal labour is usually used by firms engaged in agri­

culture and milling. During harvesting there is the need for extra 

labour and, as such, more casual labour is hired. On the other hand, 

millers need extra cashiers and casual labour during periods of high 

demand for selling the ir  maize-meal and other products.

7.2 DEMAND ADJUSTMENT MECHANISMS

The analysis of the demand aspects of the manpower problems in the 

INDECO Group has so far demonstrated the institu tional constraints 

imposed by the ZIMCO conditions of service. ZIMCO as the overall
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holding company of the parastatal sector sets up the pay structure for 

i ts  various subsidiaries in accordance with the wishes and policies of 

the government. Individual subsidiary companies have no power to 

adjust the pay structure in order to be responsive to the ir  own needs. 

That being the case, i t  is not surprising that only a handful of the 

INDECO companies responding to the questionnaire (table 7.1) indicated 

improving working conditions at the Group level as one of the demand 

adjustment measures. There were even fewer who indicated increasing 

relative earnings (and where they did, i t  was ranked lowly) for the 

shortage occupational categories as this has implications on industrial 

relations and the entire pay structure. Fast promotions (except for 

technical occupations), phasing-out posts (except for direct production 

occupations), subcontracting work and investing in new equipment to 

economise on shortage labour do not seem to have been viable options 

for many of the INDECO subsidiary companies.

7.2.1 THE PAY STRUCTURE AND.PAY POLICY

There are two types of pay structures in the INDECO group of 

companies. The ZIMCO Conditions of Service are applicable to salaried 

workers in grades Z1 to Z10. The trade union collective bargained 

wages are mostly applicable to manual and semi-skilled workers mostly 

in production. Union pay scales may also include c lerical and other 

office workers, operators and technicians.

All of the th ir ty -s ix  INDECO subsidiary companies, depending on the 

nature of the ir  a c t iv it ie s , negotiate with four d ifferent national 

industrial unions: the National Union of Transport and Allied Workers; 

the National Union of Commercial and Industrial Workers; the National 

Union of Building, Engineering and General Workers; and the National
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Union of Plantation and Agricultural Workers. Each union signs a

separate collective agreement with individual subsidiary companies.

The role of INDECO in these negotiations is to provide chairmanship 

and guidance to its  subsidiaries. By and large, collective agreements 

signed between one industrial union and different INDECO companies in 

one sub-sector is very similar in wording and clauses. Other than 

pronounced differences in absolute earnings and range, the other main 

difference between the ZIMCO and union pay structure is that annual pay 

increments are awarded in the former case without performance 

appraisals of individual employees. These are compulsory in the la t te r  

case. In some of the collective agreements, there are exp lic it  

differences in wages paid according to the length-of-service with a 

company— this is to encourage labour s ta b il i ty .  For example, unionised 

employees were to be paid K2.00 per month for every year completed in 

service.9 Another characteristic of wage negotiations in Zambia is 

that collective agreements are signed at a national level with no

additional individual factory negotiations. This is partly necessi­

tated by the fact that i f  i t  were the case, organised labour in the 

urban areas would be in a better position than the ir  rural-based 

counterparts. Thus the effect of this national arrangement is to make 

pay uniform across the country in any one industry.

The egalitarian principle we analysed in previous chapters is demo­

nstrated in table 7.6A. The lowest paid union members get a larger pay 

increase than the ir  higher paid colleagues. For the two periods, 

October 1986 to September 1987 and October 1987 to September 1988, the

increase in the earnings of those union members in grades I - I I I

Collective Agreement between Supa Baking Company Ltd and the National Union of Commercial and 
Industrial Workers, 7 March 1985, p.4.
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Table 7.6A: New Wage Structure (Rates of Monthly Pay and Housing Allowances)

for Consolidated Tvre Services Ltd Union Emplovees--1986-1988

GRADE PRESENT WAGE/SALARY Percent 01/10/86 Percent 01/10/87 Housing Allowance per Month
TO TO 1986/87 1987/88

_______________________________ 30/09/87___________30/09/88____________________
168.22 10 185.04 12 207.24
177.60 195.36 218.80

I 182.23 200.45 224.50 30.00 35.00
186.96 205.66 230.34
189.67 208.64 233.68
204.93 225.42 252.47
198.89 10 218.78 12 245.03
203.48 223.83 250.69
208.09 228.90 256.37 30.00 35.00

II 211.31 232.44 260.33
216.21 237.83 266.37
225.14 247.65 277.37
209.92 10 230.91 12 258.62
214.07 235.48 263.74
214.43 235.87 264.17

III 218.55 240.41 269.26 30.00 35.00
230.72 253.79 284.24
234.99 258.49 289.51
239.06 262.97 294.53
200.34 7 214.36 10 235.80

IV 230.46 246,59 271.25 30.00 35.00
241.10 257.98 283.78
244.75 7 261.88 10 288.07
253.68 271.44 298.58
262.62 281.00 309.10

V 273.32 292.45 321.70 30.00 35.00
301.92 323.05 355.35
316.22 338.36 372.20
330.51 353.65 389.02
340.37 364.20 400.62

NB: The job titles in each grade are as follows:

GRADE I GRADE II GRADE III GRADE IV GRADE V

General worker Battery attendant Head cook Shipping clerk Wheel Balancing Operator
Helper Driver Kardex clerk Purchasing clerk Store keeper
Office messenger Security guard Stores clerk Counter salesman Cashier
Sanitary attendant Filing clerk Chemical weigher Copy typist Senior Counter salesman
Gardener Cook/waiter Tyre fitte r Telephone operator Sales analysis clerk
Tyre roller Machine operator Senior driver Personnel clerk

Painter Carpenter Accounts clerk
Assistants:
Electrician’s Bricklayer Invoicing clerk
Fitter’s Counter saleslady Security supervisor
Motor mechanic’s Leading chargehand

Head messenger Senior machine operator
Despatch clerk Senior counter saleslady

Source: Collective Agreement between Consolidated Tyre Services Limited and the National Union 
of Transport and Allied Workers, 1 October, 1986, schedule A.
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Table 7.6B: Job Titles, Grades and Annual Salary Ranges for X INDBCO Subsidiary Company

JOB TITLE GRADE SALARY RANGES
General Manager Z8 K11600 x 800-IU9600
Chief Accountant Z8/7 K10950 x 75CMC18A50
Works Manager Z8/7 K10950 x 75O-K18A50
Personnel Manager Z7 K10300 x 700-K17300
Purchasing Manager " 11
Marketing Manager M
Cost Accountant M M
Financial Accountant M "
Assistant Works manager "
Buyer 27/6 K9650 x 650-K16150
Assistant Marketing Manager
Product Manager "
Sales Manager H 11
Maintenance Manager H **
Industrial Rel. Officer 26 K9000 x 600-K15000
Senior Marketing Officer 11 M
Personnel Officer 11 M
Technologist "
Snr. Assistant Accountant
Electrical Engineer M
Mechanical Engineer H '*
Snr. Estimator D/man 26/5 K8700 x 550-K1A200
Assistant Accountant Z5 K7A00 x 50Q-K12A00
Snr. Credit Controller 11
Marketing Officer "
Stores Controller ** M
Shipping Officer H
Purchasing Officer
Foreman M
Catering Officer * "
Transport Officer 11 M
Salaries/wages Officer
Credit Controller 25/A K5850 x A50-K11138
Snr. Supervisor ZA KA800 x A00-K9900
Security Officer H
Production Foreman M
Asst. Personnel Officer
Industrial Nurse
Electrician n
Fitters ZA/3 KA150 x 350K8962
Asst. Shipping Officer rt
Asst. Stores Controller Z3 K3500 x 30OK7625
Secretary '•
Typist Z3/2 K2850 x 250-K6288
S/board Operator ** M
Telex Operator ** M
Heavy Duty Driver *•
Light Duty Driver Z2 K2200 x 200-KA950
Clerks M
— 21 K12A0 x 1004(3115

NUMBER OF POSITIONS

6
12

Notes:
(a) In this company, the posts of chief accountant and works managers are occupied by 
expatriates who during the 1986/87 financial year were paid, respectively, US$5175 and 
US$4705 per anmsn, tax free as inducement allowance. Other fringe benefits for expatri­
ates include:

- entertainment allowance of K.300 per month;
- 25% gratuity of basic salary at the end of contract, tax free;
- 25% of total Inducement allowance at owl of contract;
- free accommodation;
- free passage for family;
- car allowance or company car;
- free household furniture;
- payment for dependent childrens' education both locally and abroad;
- payment for visiting children in full-time education abroad;
- 'easy access to the boss'

(b) Fringe benefits for Zambians include:
- company car/allowance (Grade Z5 and above);
- kilometre allowance (below grade Z5);
- Entertainment allowance;
- for chief executives and those in grades Z8 and obove: free local telophone calls 
and rentals, water services and electricity; (heads of departments would be reimbu­
rsed part of these costs); house servants paid for by the company at grade Z1 scales;
- Personal loans;
- mortgage guarantee and bridging loan depending on grade and salary.

Source: 'X' INDBCO Subsidiary company and INDECO Handbook.
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were 10 per cent and 12 per cent as compared to 7 per cent and 10 per 

cent of the higher grades IV and V. Thus the ratio  of the lowest to 

the highest paid trade union member f e l l  from 1:2.02 during 1986 to 

1:1.97 during 1986/87 and 1:1.93 in 1987/88. Evidence from other 

collective agreements shows that the same tendency of favouring the 

lowest paid workers.

With regard to the ZIMCO grades and pay scales, table 7.6B demons­

trates its  considerable wide ranges between and within grades. In this  

particular subsidiary company, the highest pay rate of K19,600.00 is 

about sixteen times that of the lowest paid in grade Z1. Within any 

grade, d ifferent pay notches obtain. In the main, entry points into 

any one grade and differences in earnings is determined,10 among other 

things, by the educational and vocational qualifications; previous work 

experience; length-of-service; differences in occupational categories; 

whether expatriate or a national; the re lative scarcity of the 

different s k il ls  and the differences in the perceived worth of the job 

to the organization as determined by the periodic job evaluation 

exercises.

A closer look at some of the grades, in this particular subsidiary 

company, reveals that e lectrical and mechanical engineers are slotted 

in the same grades (Z6) as a technologist. Higher up in the hierarchy, 

we also observe that a maintenance manager is lowly placed in 

comparison to assistant works, purchasing, marketing and personnel 

managers. As i t  happens, maintenance is one of the most important 

functions in the context of INDECO’ s industrial structure and the 

current economic problems. Thus to down grade engineers, as is the 

case here, may result in frustration and labour turnover problems.

1°Interview Schedule, Question 17



The other problem inherent in the ZIMCO pay structure is the wide 

d iffe ren tia ls  in pay packages between Zambians and expatriates. 

Although the basic salary is the same for both expatriates and Zambians 

with similar attributes and doing the same job, wide d ifferentia ls  

exist in the payment of other perks and fringe benefits. For example, 

the payment of inducement allowances to expatriates to the tune of 

US$5175.00 and US$4705.00 per annum greatly widens the pay d iffe re ­

ntia ls  when translated into kwacha terms. In addition, expatriates 

also get free accommodation, free passage of family members, payment

for the ir  children’s education both locally and abroad, paying for the 

parents to v is i t  the ir  children training abroad, etc. No such benefits 

are given to Zambian employees. The fringe benefits given to Zambians 

in grades Z5 and above seem to be in ferio r by comparison.

That expatriates occupy posts of influence and have 'easy access to 

the overall boss’ (to use one respondent’ s words) in whatever organi­

zation they are in, adds to the sense of frustration among local

Zambians. This, as we mentioned above, is mostly pronounced among

accountants and engineers who feel that professional equivalent (some­

times lower) expatriates are being paid undue attention by the 

employers.

I t  has been shown that the objective of a d iffe ren tia l wage 

structure is to provide equal pay for jobs of equal worth and an 

acceptable set of d if fe ren tia ls  for jobs of unequal worth.11 Available 

evidence suggests that pay d iffe ren tia ls  reflect not only job content 

and d i f f ic u lty  but various other influences which may cause 

inequalities. Treiman and Hartman (1981:42) who reviewed the

n A,N. Nash and S.J. Carroll J r . ,  The Management of Compensation. (C a l i fo rn ia :  Wadworth, 1975) 
p. 97, cited by Dov E l izu r ,  Systematic Job Evaluation and Comparable Worth. (Aldershot: Gower, 1987), 
p. 11.



-254-

l i te ra tu re  on the subject are cited (E l iz u r ,1987) to have concluded 

that only a small part of the earnings differences can be accounted for 

by education, experience, commitment and other human capital factors 

believed to contribute to productivity differences among individual 

workers.

The argument in labour economics of explaining pay d iffe ren tia ls  in 

an organization in terms of market forces has been shown to be 

wanting.12 For example, the low earnings of women and minority groups 

continue irrespective of advances in the ir  human capital attributes. 

The market rates being external measures have no relation to job 

contents within organizations. Since labour market rates are d i f f ic u l t  

to measure and unacceptable to the employees discriminated against as a 

rationale for the ir  poor pay, labour markets may therefore seem to 

institu tiona lise  bias and make no e ffo rt  to remove such b ias .13

When we apply the foregoing argument to Zambia and to the pay 

d iffe ren tia ls  between expatriates and local labour i t  becomes obvious 

that the use of international market rates to try  and rationalise the

high premia paid to expatriates may be d i f f ic u l t  to sustain. I t  has

been argued (Arrow and Capron, 1959; Thomas and Deaton, 1977; Hunter, 

1978) that i t  is not possible for an employer to o ffer higher pay to 

new employees in the shortage category without extending such a payment 

to the existing (old) employees. However, where a labour market is 

in s titu tion a lly  segmented, as is the case in Zambia, a large employer 

like ZIMCO could circumvent such constraints by playing the s k il l  

d iffe ren tia l card and pay expatriates (new employees) more in terms of 

inducement allowances (which cannot be extended to local labour) and

12D,D, Treiman and J.H. Hartman (e ds ) , Women, work and wages: equal pay for lobs of equal
value. (Washington, DC: National Academy Press, 1981) c ited by Dov E liZur,  op. c i t .  p 47.

1315. Ibid, p 14.



fringe benefits. For po lit ica l and legal reasons, the basic kwacha 

salaries are the same for indigenous and expatriate labour with similar 

attributes.

Despite the practical problems posed by the ZIMCO pay structure, 

the tone of INDECO’ s stated pay policy and objectives gives the 

impression that i t  is very competitive.

Thus14

I t  is the policy of the INDECO Group of companies to provide employees with 
such services including salaries and wages that will motivate, enhance their 
morale and enable them to derive maximum job satisfaction so that in turn they can 
work more competently and effectively to increase productivity for the Corporation 
to realise a better return on investment.. .Consonant with this policy the 
objectives of providing employee services will be: (1) To ensure that employees 
are renumerated commensurate with the professional and technical qualifications 
and proven working experience, all jobs are ranked within fixed grades. (2) For 
the Corporation to provide other fringe benefits as may be necessary in order to 
relieve the employee’s burden and make him/her live a reasonable and acceptable 
life , and (3) To provide such welfare services that will ensure that the employee 
on retirement can continue to live a fair life  and that while on the job his 
health and safety are assured and safe guarded.

The above stated policy and objectives, laudatory as they may sound,

are not borne out by the real INDECO situation. For example, ever

since the 1975 Mwanakatwe Salaries Commission which recommended

narrowing the pay d if fe ren tia ls  between the c iv i l  service and the

parastatal sectors, pay packages have remained poor in comparison to

the private sector. Moreover, evidence from the survey presented in

table 6.7 (chapter VI) shows that INDECO (unlike the private sector)

tends to pay, on average, the less skilled production workers more than

i t  does the high-level manpower categories. This f l ie s  in the face of

the f i r s t  of the above stated pay objective—that is, to pay employees

according to the ir  professional and technical qualifications.

In the wake of an annual in flation rates in excess of 30 per cent 

(see table 3.1 in chapter I I I ) ,  i t  may be absurd for an organization

14INDECO Handbook, op c it,, p. 92
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whose pay policy is determined externally to say that i t  would ensure 

to maintain real earnings of i ts  employees so that they ' l iv e  a 

reasonable and acceptable l i f e ’ . To do so would mean to index earnings 

and other fringe benefits to the rate of in fla tion ; a thing which, 

under the current economic c ris is  in Zambia, is almost impossible for 

any organization to implement. With the same token, i t  is also not 

possible to ensure that employees would continue to live a f a i r  l i f e  

after retirement as pensions have, in the past, been inadequate and

there is no reason to believe that those who re tire  w ill  have a better 

deal.

The effect of the ZIMCO pay structure on the retention and morale

of labour have increasingly come to be appreciated by both INDECO

Central and its  operating companies. For this reason, on implementing

the credit agreement with the World Bank in 1985, a committee was set 

up to inquire into the "Terms and Conditions for Professional in the 

INDECO Group of Companies". The inquiry was completed in January 1986 

and, among other things, the Committee recommended the following:15

(a) abolish the Z scale for salaries and offer a compensation

package which w ill a ttract and retain personnel— according to the way 

the company perceives the ir  worth;

(b) gear technical training to the demands;

(c) in developing projects INDECO should, as fa r  as possible, look 

to local resources and rely on local personnel;

(d) reward those who excel and penalise those with poor

performance;

(e) transfers of chief executives should be minimised;

15Adapted from IDAT, op. c i t . ,  p. 25. Some elements of IDAT’ s re -o r ien ta t ion  programme were 
based on the assumption that some of these measures were going to be implemented. That they have yet
to be implemented casts doubt on the success of the programme.
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( f )  chief executives must be given authority to hire and f ire  the ir  

subordinates up to a certain level;

(g) senior managers and the ir  boards of directors must be prepared 

to stand up for the responsibilities they are expected to discharge.

These recommendations, to the best of the author’s knowledge, have 

yet to be implemented. In the context of Zambia’ s p o lit ica l economy, 

the above recommendations may prove d i f f ic u l t  to implement for some of 

them challenge the existing institutional arrangements. For example, 

the Minister of Finance has already served notice that he intends to 

see that the pay differentia ls, between the parastatal and civi1-service  

abolished (see chapter VI, § 6 .2 .1 ) .  The easiest and cheapest way to 

achieve this would not be to raise the salary structure of the c iv i l  

service to equate i t  to that of the parastatal sector but to lower that 

of the la t te r  to the level of the former. I f  this was to be done, abo­

lishing of the Z scales would do l i t t l e  to a ttract and retain the nece­

ssary labour for the compensation packages would not be competitive.

As regards payment-by-results (performance) and minimising the 

transfer of chief executives, procedural problems are l ike ly  to be 

encountered (we discuss these more fu l ly  in chapter IX when we consider 

problems of reforming the ZIMCO pay structure). Take transfers of 

chief executives for example. To minimise i t  would mean curtailing the 

powers of the president in his capacity as the chairman of ZIMCO— some­

thing which is unthinkable in Zambia’s po lit ica l context. And given 

that measuring performance of employees may not be to ta l ly  objective, 

a rewarding system based on i t  may be arbitrary . While nepotism, 

favouritism and corruption are present in every society, these may pose 

additional problems in a one-party system of government like Zambia 

where po lit ics  are conducted on a patron-cllent basis and sectio­



nalism.16 The same is true about chief executives having authority to 

hire and f i r e  and to stand up fo r  the respo ns ib il it ies  they are 

expected to discharge.

7.2.2 JOB EVALUATION, PERFORMANCE APPRAISALS AND SALARY ADMINISTRATION

( i ) Job Evaluation

In the l i te ra tu re  job evaluation has been defined as a "method of 

comparing jobs by applying formal and systematic procedures in order to 

determine th e ir  re la t iv e  worth to the organization." In th is  regard, 

job evaluation is said to have two main objectives:

(a) to compare jobs and determine th e ir  level within each occupa­

tional group. This is important for purposes of promotions, career 

planning and personnel development;

(b) to compare jobs between occupational groups, that is , to see 

whether the level of job X in one occupational group is equivalent to , 

higher, or lower than job Y in another occupational group. This is 

important for wage comparisons.

In attempting to achieve both objectives, job evaluation determines 

the rank order of a l l  the jobs in an organ ization .17

In the case of INDECO, the Handbook states that "in order to deter­

mine an up to date value of the job, jobs should continue to be eva­

luated as and when the need arises." To properly rank jobs, operating 

companies are urged to prepare, assess and analyse jobs and th e ir  

respective descriptions.

16See William Tordoff (ed), P o l i t ic s  in Zambia. (Manchester: Manchester University Press, 1974) 
and Patrick E. Ollawa, Part ic ipatory  Democracy in Zambia: the P o l i t ic a l  Economy of National Develo­
pment. ( Infracombe: Arthur H. Stockwell, 1979) especially chapter 11, "The Primacy of Po l i t ic s  in the
Public- and Decision- Making Process".

17Dov Elizur, op c it. p. 5.
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The personnel departments would prepare job descriptions which w ill  

include positions and objectives of the jobs, followed by a more

detailed l i s t  of the specific duties so that "local differences in out­

wardly similar tasks are not overlooked." Such descriptions would be 

revised in consultation with the heads of departments so as to ensure 

the ir  accuracy. Finally, the job holders would be shown the revised

job descriptions so as to obtain their consent and signature on the

accuracy of the job description in question. As a policy, a pre­

determined factor plan comprising selected and acceptable factors w ill  

be used to compare and determine the relative worth of one job in

relation to that of another.

Due to the lack of professional s k il ls  in the personnel departments 

of the INDECO Group, individual subsidiary companies have not been able 

to implement job evaluation on the ir  own. For this reason, INDECO in 

1983 requested the Copper Industry Services Bureau (CISB) Limited (a 

subsidiary of ZCCM) to undertake a comprehensive job evaluation 

exercise covering a ll  jobs on the ZIMCO conditions of service both at 

the head office and ten operating companies.

Before this date (1983), INDECO companies, like  other ZIMCO subsi­

diaries, had only the chief executives’ jobs evaluated by ZIMCO. I t  

was the responsibility of individual subsidiary companies to classify  

and rank the jobs below that of the chief executive. In most cases 

this involved slotting employees into pay grades which tended to relate  

to the grade of the chief executive and not to the contents of the 

respective jobs. This resulted into some employees being under- and 

over- graded re lative  to the ir  job-content. I t  led to dissatisfaction  

and, consequently, high labour turnover for some of the affected 

employees. To have Group consistency, subsidiary companies’



classifications were coordinated by INDECO.18

When the ZIMCO Job Evaluation Plan was in i t i a l l y  introduced in the 

1970s, a number of problems obtained in some of the INDECO companies:

(a) placing superior and subordinate jobs into one grade;

(b) slotting more than three levels of supervision into one grade;

(c) relating grading to t i t le s  and not content;

(d) r ig id ity — there was no provision for appeal for those who fe l t  

that the ir  jobs were not graded properly.

Because INDECO lacked the necessary qualified manpower to deal with 

the above problems, ZIMCO recommended CISB to carry out the review. 

The tasks which CISB were to undertake were as follows:

-  to identify a l l  the jobs to be covered by the scheme and draw 

organizational charts depicting the hierarchical and horizontal 

reporting relationships between the jobs at INDECO Central and 

individual subsidiaries;

-  to design an appropriate job description format, interview the 

job holders and agree on the accuracy of the descriptions;

-  to select key jobs that would be used as a basis against which 

a ll other similar and comparable jobs would be evaluated and select the 

appropriate job factors to be used in the evaluation process;

-  design two job evaluation manuals to cover unionised jobs and 

jobs on the ZIMCO conditions of service, respectively;

-  to tra in  selected members of the job evaluation panels in job 

evaluation techniques and direct the evaluation of jobs under review;

-  to recommend appropriate and acceptable alternative grading 

structures that would resolve the current job grading inequalities

18This section on job evaluation in INDECO draws heavily from the In dustr ia l  Development Corpo­
ration Limited, “Report on the F irs t  Ten Wholly Evaluated Subsidiaries using the ZIMCO Corporate Job 
Evaluation Plan", ( n . d . ) .
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within INDECO.

Before we analyse the INDECO job evaluation manual, i t  would be 

elucidating to b r ie f ly  look at how CISB developed its  job evaluation 

methods at the ZIMCO level.

(a) ZIMCO job evaluation manual

The inherent problems, mentioned above, in the ZIMCO Job Evaluation 

Plan resulted into some INDECO companies appealing against the grading. 

And because some subsidiary companies had approached CISB to conduct 

job evaluation on the ir  behalf, ZIMCO in 1982 also approached CISB for 

the same purpose. But given ZIMCO’ s diverse structure, there was a 

need to handle the inter-company re la t iv it ie s .  In 1982, a committee 

was formed to deal with this problem. I t  became apparent that CISB 

could not write one job evaluation manual to cover the entire ZIMCO. A 

choice had to be made between the sectoral and hierarchical approaches. 

The sectoral approach would involve writing a single job evaluation 

manual for each sector of ZIMCO; but this was rejected as i t  would 

"blur the heterogeneity of jobs especially at the lower levels where 

technological and environmental factors are major determinants of the 

nature and content of jobs". This method would also prevent direct 

comparison of jobs in d ifferent sectors where similar jobs exist. For 

example, accountants in the industrial and financial sectors would not 

be comparable even though the jobs they do are similar.

The hierarchical approach was chosen instead as i t  was possible to 

identify jobs across ZIMCO which tended to be more or less homogeneous 

regardless of operations and technology applied at each subsidiary. 

However, CISB arrived at the conclusion that only jobs between grades 

Z5 and Z10 qualified for this treatment.
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Si nee the task was to design a "manual that is capable of establi­

shing acceptable job grading re la t iv it ie s  as well as taking into consi­

deration the peculiarities of each subsidiary", the ZIMCO project was 

made up of a panel comprising members from four subsidiary companies in 

four d ifferent sectors and o f f ic ia ls  from ZIMCO Head Office. The role 

of CISB was to select the job factors to be used in the assessment of 

the jobs; select and asses jobs; prepare and review job descriptions; 

develop an acceptable workable ' f e l t  f a i r ’ rank order of key jobs; and 

evaluate the remaining jobs using the method agreed upon using the 'key 

jobs’ so selected.

Seventeen factors which reflect the degree of demands that jobs 

place on the people doing them (for example, physical e ffo r t ,  

education, e tc .)  were agreed by the Committee. In a l l ,  f if ty -tw o  jobs 

were selected as 'key jobs’ by CISB and adopted by the Committee. 

These 'key jobs’ were drawn from f ifteen  subsidiary companies that make 

up the various sectors of ZIMCO. The 'key jobs’ were evaluated using 

factual information contained in the job descriptions and the Committee 

had to "unanimously agree on each factor level before i t  was awarded 

within any job characteris tic ."

The ' f e l t  f a i r ’ rank order method is a " l is t  of a selected sample 

of jobs in order of importance derived from the subjective consensus of 

the Job Evaluation Committee." To minimise the incidence of subjec­

t iv i t y ,  the paired comparison technique was used to compare each key 

job against every other key job in terms of the ir  re lative worth to 

ZIMCO. I f  a job was considered to be more important than another, i t  

scored 3 points, 2 points i f  i t  was considered equal, and 1 point i f  i t  

was considered less important than another key job. Thus in order to 

bring the rank order by points scored in line with the ' f e l t  f a i r ’ rank
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order method, i t  was necessary to introduce valid and re liable  factor 

level weights. The factor weights were calculated from a linear 

programme developed by CISB. The programme used the ' f e l t  f a i r ’ rank 

order of the key jobs and the unweighted key job factor level scores as 

its  inputs. Because the resulting weighted rank order of the 'key 

jobs’ did not match closely with the ' f e l t  f a i r ’ rank order, the 

Committee had to re-examine the 'key jobs’ evaluation and the ' f e l t  

f a i r ’ rank order so as to make necessary adjustments. The final 

evaluated 'key jobs’ rank order closely matched the revised ' f e l t  f a i r ’ 

rank order and i t  was therefore " . . .  assumed the job evaluation manual 

could in actual fact establish the inter-Corporation (ZIMCO) job rela­

t iv i t ie s  without much d i f f ic u lty ."

To test its  va lid ity  and r e l ia b i l i ty ,  the job evaluation manual was 

applied to a cross-section of jobs from over twenty-five ZIMCO subsi­

diaries including INDECO. The results demonstrated that the manual was 

capable of establishing inter-Corporation job re la t iv i t ie s  so long the 

factor level al location is consistent with the agreed framework 

(emphasis mine). The final grade structure and job point cut offs were 

judged by both CISB and ZIMCO to have achieved an optimum solution in 

terms of a generally acceptable grade structure which established fa i r  

re la t iv it ie s  between jobs of various sizes throughout the conglomerate.

(b) the use of the ZIMCO manual on the INDECO project

CISB thought that a separate job evaluation manual for INDECO would 

have no relationship with the ZIMCO grading as the factors used, 

weights and grade boundaries would be different from those developed 

for ZIMCO as a whole. I t  was also recognised that considerable costs 

were to be incurred at a later date i f  the need to re-align the INDECO
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grades to the new ZIMCO grade structure was to become necessary. For 

these reasons, i t  was agreed between CISB and INDECO that for Z5 to Z10 

jobs, the ZIMCO manual would be used. Unionised jobs whose earnings 

were equivalent to the Z5 pay scale and those other jobs below Z5 which 

the Panel and management f e l t  were under-valued were also to be 

evaluated using the ZIMCO manual. The INDECO project only covered ten 

subsidiary companies.

The evaluation of most of the jobs resulted in upgrading. The 

reason given for this was that "most jobs across the conglomerate had 

depressed grading, especially in the technical and operational or 

production functions." The new re la t iv it ie s  were considered by CISB 

to be equitable and rea lis t ic .

CISB managed to evaluate 412 jobs of which 317 were approved by the 

Committee. However, 41 jobs could not be graded either because they 

were considered too high or too low. And given the long time i t  took 

to evaluate the jobs, CISB recommended implementing the results from 1 

April, 1985. This, i t  was argued, "would ensure that agreed job rela­

t iv i t ie s  were not disturbed by either considerable changes in job 

content and the perception of both management and employees in terms of 

market, socio-economic and psychological factors relating to the same."

(c) weaknesses of the CISB methods

The reliance on a job evaluation committee to use its  subjective 

knowledge to rank the jobs and the use of weights for the d ifferent  

factors to further rationalise the ranking presents some conceptual and 

practical problems. Although this method is easy to implement, ranking 

and classification methods do not offer clear procedures for applying 

specific factors to guide the rating.



-2 65 -

I t  has been argued (E lizur, 1987:56) that where the number of jobs 

is large, i t  is d i f f ic u l t  to find raters who would know a ll  the jobs 

and rate them objectively. Furthermore, the number of comparisons 

required in making paired comparisons grows exponentially as the number 

of jobs increases. That is, the number of possible pairs equals 

n(n-1)/2. In the case of the 412 jobs evaluated in INDECO this would 

mean 84,666 possible pairs to compare. Bias is also inherent in

ranking as the method relies on the raters’ judgement but raters often

have d ifferent considerations in mind for comparing jobs.

The use of weights to arrive at scores for the d ifferent jobs

presents another set of problems. The mathematical manipulations of 

these scores have been shown to have no theoretical and s ta tis t ica l

ju s t i f ic a t io n .19 Adding the scores presupposes the job factors have 

equal intervals between them. I f  they did, i t  would imply that 

(E lizur, p .90):

(a) the distance between the ranks in a certain factor are equal;

and

(b) a given rank in one factor is comparable to the same rank in 

another item.

I t  is argued that i f  scores have interval properties, then the

differences between them would reflect real differences between the job 

aspects measured. But this is not the case as job evaluation is the

same as qualitative measures obtained in psychological tests or 

attitude studies. That job evaluation is expressed in numerical terms

is of no consequence as "in principle i t  is no d ifferent from the rank

position accorded contestants in a beauty contest. Although everyone

19A. Hazewinkel, "Job Evaluation as a Measuring Procedure" in Proceedings, International Confe­
rence on Job Evaluation. (Amsterdam, 1969), cited in Dov Elizur, op c it. p. 90.
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might agree who the most beautiful contestant was, i t  would be 

impossible to quantify how much more beautiful she was than any other" 

(E l iz u r ,  p. 91). Thus although job evaluation can t e l l  us whether the 

job is higher, lower or equal to another, i t  does not t e l l  us by how 

much. The problem then is of interpreting the score values. But i f  

these lim ita tions  are recognised, E lizur suggests that proper methods 

l ike  the scaling methods which take into account the q u a li ta t iv e  nature 

of the job evaluation data may be applied.

The above weaknesses notwithstanding, the job evaluation procedures 

introduced by CISB have added a new dimension to the management of 

human resources in the INDECO Group. These procedures, at least, t ry  

to sort out the d i f f i c u l t i e s  associated with an ad hoc job grading 

system and the resultant pay structure which obtains. The value and 

implementation of the new grading system awaits the tes t  of time.

( i i ) Performance Appraisals and Annual Salary Increments

Annual salary increments are based on performance appraisals of 

individual employees. These appraisals are carried out by th e ir  super­

visors with the heads of departments ra t ify in g  these appraisals. The 

employees’ performance is appraised on six factors (tab le  7.7A), namely 

output; qua lity  of performance; co-operation with others; personal 

involvement; man management and development of subordinate s ta f f .  The 

last two only apply to those with supervisory respo ns ib il it ies .

On each fac tor,  the ra ter has to score the performance of the 

employee on a scale of f iv e  a ttr ibu tes  ranging from one, i f  the 

performance is poor to f iv e  i f  i t  is good. The scores are then added 

up (tab le  7.7B) to arr ive  at notches. I f  an employee scores 30 or 20 

points, depending on whether he has supervisory respo ns ib il it ies  or
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Table 7.7A: ZIMCO Limited: Performance Appraisal Scale

1* outputConsider the volume of work of an acceptable standard, relative to the employee's experience in the 
job. Also consider the employee's good sense of distributing his effort properly over the various 
tasks assigned to him, and in recognising priorities.
1.1 Volume of work consistently does not measure up to job requirements
1.2 His output, considered overall, does not generally maintain an acce­

ptable level: or if some deadlines are met, this may be at the 
expense of other, sometimes more significant tasks.

1.3 Output generally acceptable. Maintains a proper balance between the 
various tasks that require his attention

1.4 Volume of work performance generally exceeds normal job requirements
1.5 Highly productive worker, whose output is consistently well above 

normal job requirements
2. QUALITY OF PERFORMANCE

Consider the skilfulness, originality, thoroughness, accuracy, neatness, reliability, overall 
competence of performance. Apply whichever of these (or other) criteria appropriate 
to the job concerned,
2.1 Overall quality of work is consistently not of an acceptable standnrd
2.2 ikmlity of work Is often boluw no acceptable standard
2.3 Quality of work is on an acceptable standard
2.4 totality of work is regularly of high quality
2.5 Consistently produces work of outstanding quality

3. CO OPERATION WITH OTHERS
Consider ability and willingness to work with equals and with supervisor, or with other units
3.1 His team work is consistently poor
3.2 He co-operates when it suits him
3.3 Co-operation with equals, supervisor or other units usually satisfactory
3.4 Good team worker. Frequently goes out of his way to be co-operative
3.5 Always ready for co-operative effort to get a job done, regardless of 

personal inconvenience
4. PERSONAL INVOLVEMENT

Consider the employee's ability and willingness to contribute something of his own to 
the job, to rise to the occasion and to make a special effort.

4.1 Show little effort in his job
4.2 Does a daily routine, but is dis-inclined to be inconvenienced by

the job in any way
4.3 Willingly does whatever he is asked to
4.4 Keen on his work. Has a positive interest in the job and its

effective performance
4.5 Enthusiastic and on his toes all the time, spontaneously thinks of 

ways in which the job can always be done more effectively or can 
always be depended upon to make a 'plus effort' when this is necessary

THE FOLLOWING TWO ITEMS SHOULD ONLY BE RATED IF THE JOB INVOLVES 
SUPERVISORY RESPONSIBILITIES

5. MAN MANAGEMENT
Consider his effectiveness in directing the work of others, in motivating them and in obtaining 
their support and co-operation.
5.1 Ineffective in motivating other and gaining their co-operation
5.2 Gets compliance, but little willing co-operation
5.3 Motivates adequately and gets reasonable co-operation. (This item also covers those whose 

motivation efforts are more successful with some people than with others)
5.4 Has the ability to motivate all manner of people, and to get them to work together as a team
5.5 Very successful in creating personal involvement and high team spirit

6. DEVELOPMENT OF STAFF
Consider his effectiveness in appraising, coaching and developing his staff,
6.1 Does nothing to make people more effective in their Jobs
6.2 Does little to develop the people below him (perhaps through lack of Interest in people,

alternatively because he has other prioritiesand pre-occupations)
6.3 Is conscious of his responsibility to develop his staff and is 

reasonable effective at it
6.4 Is actively concerned about staff development and regularly takes 

time for this purpose
6.5 Looks upon staff development as one of the supervisor's major 

function and perform it with enthusiasm
COMMENT
To serve as a basis for further improvement of the scale, you are requested to comnent here on any 
difficulty you experienced in rating this particular employee on any item, and any additions
or modifications of the scale that would have been helpful in this case.

1

2

3
4
5

1
2
3
4
5

1
2
3
4
5

1
2
3
4

5

1
2

3
4
5

1
2

3
4
5

Source: INDECO Limited
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Table 7.7B: ZIMCO Limited: Performance Appraisal Form
1. PARTICULARS
1.1 EMPLOYEES NAME:
1.2 COMPANY/DEFT.:
1.3 EMPLOYEE'S PRESENT POST:
l.A EMPLOYEE'S PRESENT GRADE:
1.5 EMPLOYEE'S HIESENT SALARY; P.A. (LEAVE BLANK IF UNKNOWN)
1.6 PERIOD OF APPRAISAL:
1.7 THE EMPLOYEE IS BEING RATED FOR: MERIT/ANNUAL INCREMENT

AND IS IT: PROGRESS INCREMENT OR INCENTIVE INCREMENT (not used)
1.8 NAME AND POSITION OF RATER:
1.9 NAME AND POSITION OF REVIEWER:
1.10 DATE ON WHICH APPRAISAL WAS COMPLETED:
1.11 RATIFIED CORRECT: (Signature)

HEAD OK DEPARTMENT

2. DIRECTIONS
2.1 Rate employee against set performance objectives, standards or job requirement
2.2 Rate on full period under review, rather than on recent specific incidents
2.3 Each item is scored 1 to 5, as indicated on the scale
2.A Rate by placing a cross in the space on the score card the scale division that most nearly describe the 

performance of the employee concerned
2.5 Rating should be done in pencil by the employee's immediate supervisor
2.6 Total up the marks for all items. For those rates on factors 1 to A only (employees without man management

responsibilities) the total score should be on the RHS and on the LHS for the other category
2.7 Rating should then be discussed and reviewed by the first rater's supervisor. Final rating should be

completed in ink
2.8 Convert scores to notches and salary increments as per conversion table and calculation at paragraph 3

and A.
3. CONVERSION TABLE FOR ZIMCO SALARY SCALES

SCORE CARD

FACTOR S A T I N G

With Man 1
l 1 2  1 3  "1.4 1'"5”

Without Man
Management 2 Management
Functions 3 Functions

A
5
6

POINTS
SCORED

NOTCHES
POINTS
SCORED

— 30 i h
--- 20

27-29 I k 18-19
24-29 1 16-17
21-23 % 14-1519-20 h 12-13
18 k 11
**17 & Below 0 **10 & Below

If this score is repeated in two successive years serious consideration should be made 
to terminate the employee's services

A. CONVERSION CALCULATIONS 
Total Score
Conversion of increment
Multiply by Notch value on scale Z.
Actual increment
Add present salary
Recommended salary
Approved salary (on apî endix B2)
Signature of Approver:
Designation:
Date:

,x K. 
K.
K_
K
K

Points
Notches

Source As table 6.7A



-2 6 9 -

not, he gets one and half notches. Those who score 27 to 29 (18-19 

without supervisory responsibility) get one and a quarter notches. 

Those who score 17 or below (10 or below for non-supervisory jobs) get 

no notches and i f  this is repeated over a period of two years, the ir  

employment may be terminated. The actual amount of the annual salary 

increment is then determined by multiplying the notch value with the 

current Z-salary scale.

There are methodological problems with this type of determining 

performance of individual employees. F irs t, i t  is d i f f ic u l t  to deter­

mine an individual’ s performance in terms of his physical output and 

i ts  quality i f  overall production in the firm is not consistent. Since 

the shortage of inputs and spare-parts may affect performance of indi­

vidual employees, i t  would become d i f f ic u l t  to determine whether the 

individual employee’s performance would have been different under 

conditions of fu l l  production.

An employee’ s a b i l i ty  and willingness to work with others and cont­

ribution may be determined by the primary learning process. That is, 

the informal learning process about company procedures and relation­

ships which take place between superiors and subordinates in under­

standing and executing the ir  roles. I f  top management or supervisors 

are perceived to be bossy and not keen to listen to the opinions of 

the ir  subordinates (as some respondent employees indicated), the junior 

s ta ff  may be put o ff .  I f  this happens, performance appraisal on these 

attributes would be misleading. Given the hierarchical nature of the 

parastatal sector in Zambia, this may be a valid argument.

For those with managerial responsibilities who have risen through 

the ranks, the ir  a b i l i t ie s  and willingness to develop the ir  subordinate 

s ta ff  has been questionable. For example, i t  is widely believed that 

managers who lack academic qualifications are not keen to develop their
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subordinate s ta f f  fo r doing so amounts to shooting oneself in the foot. 

That is , the jun ior s ta f f  may be promoted at the expense of the boss. 

I f  we accept th is  argument, i t  becomes apparent that a ra ter w il l  have 

d i f f i c u l t y  in distinguishing between the a b i l i t y  to develop s ta f f  or 

the lack of i t  and s e lf  in terest of the concerned managers.

And since co n fl ic ts  are inevitable  whenever people come together as 

a group, the p a r t ia l i t y  of the ra ter along with that of the head of 

department who r a t i f ie s  the appraisal cannot be guaranteed. I t  is 

possible that prejudice may pose some problems, especially  i f  the 

problems of nepotism, sectionalism, etc. are prevalent.

Despite the above potential problems, performance appraisal affords  

the various INDECO companies a method which determines annual pay 

increases in a systematic manner. More importantly, th is  does away 

with automatic pay increases as is the case in trade-union pay scales. 

I f  th is  method is conducted in an orderly and f a i r  manner, i t  may be 

used to id en tify  individual potential and therefore be used for career 

and promotion purposes.

Asked about whether i t  was possible to change working methods or 

introduce labour saving techniques so as to reduce the demand for  

shortage labour, nine of the twelve firms experiencing recruitment 

d i f f i c u l t i e s  had the following to say:

-  th is  (four firms) may only be possible i f  investing in new plants 

but not with the existing technologies;

-  i t  is unnecessary (two firms) as the objective is not to save on 

labour;

-  operations (one) were already cap ita l- in tens ive ;

-  possible but expensive to run and maintain (one); and

-  present technology is l ik e ly  to remain the same fo r sometime— can 

only improve labour productivity .
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7 .3  CONCLUSION

Our analysis in th is  chapter suggests‘that positive supply adjust­

ment measures l ik e  increased tra in ing  (both internal and external) are 

used more often and highly ranked than the demand adjustment 

instruments. However, some in s t itu t io n a l and social factors l ike  dis­

criminating against in te rn a lly  trained and trade-tested workmen in 

favour of the trades tra in ing  in s t itu te  graduate craftsmen reduces the 

efficacy  of th is  part icu la r  type of tra in ing . Moreover, the compe­

nsation packages under the ZIMCO salary structure make rea lisation  of 

benefits from tra in ing  d i f f i c u l t  as the lack of f l e x i b i l i t y  and 

individual company a b i l i t y  to pay according to i ts  perception of the 

worth of labour does not encourage a stable work force.

Thus, although tra in ing  in general has been a packaged solution to 

the labour shortages and to the requirements of the Zambianisation 

policy, i ts  long-term potential w i l l  not be realised unless labour 

compensatory polic ies  become competitive (and to , at least, s ta r t  

paying according to job content and not just t i t l e s ) .  This is very 

important since most of the tra in ing  a c t iv i ty  in the INDECO companies 

is in general and not specific  s k i l ls .  This raises questions about the 

rationale of not adjusting the pay packages so as to complement the 

supply ( tra in in g )  e f fo r ts .  Earnings for occupations l ik e  accountants, 

engineers and other technical personnel who could eas ily  be employed 

elsewhere s t i l l  seem to be poor by comparison. Since, at the same 

time, on-the-job tra in ing  which is concerned with providing re la t iv e ly  

f irm -sp ec if ic  s k i l ls  is undervalued and discriminated against, the 

direction  of INDECO’ s manpower polic ies seem confused. This lack of 

consistency is neither helped by the in s t itu t io n a l arrangements whereby 

ZIMCO dictates the pay structure with l i t t l e  or no consultation with
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i ts  subsidiaries.

I t  has been demonstrated in th is  chapter also that INDECO as an 

enterprise lacks the necessary understanding of *’ ts socio-economic 

environment under which i t  operates. More s ig n if ic a n t ly ,  i t  also lacks 

knowledge about the imported technologies i t  uses and as such, i t  has 

to rely on management and consultancy agreements. I t  is therefore not 

surprising that the policy pronouncements contained in the INDECO Hand­

book are not matched by actual practices. This fa i lu r e  by INDECO to  

grasp the lim ita t ions  of i ts  own personnel (especia lly  personnel depar­

tments) more than anything else stands out as i ts  main weakness.

In recent years, the problems of the ZIMCO pay structure have come 

to be appreciated. Measures l ik e  job evaluation and performance 

appraisal have been introduced so as to have systematic ways of deter­

mining pay d i f fe re n t ia ls  between d if fe re n t  jobs systematically. The 

1986 inquiry f in a l ly  acknowledged the importance of individual sub­

s id iary  companies in determining th e ir  pay packages to a t tra c t  and 

retain the necessary labour. The fundamental pay d i f fe r e n t ia ls ,  in 

terms of inducement allowances and fringe benefits, between expatriates  

and local labour s t i l l  remain and in as long as expatriates are given 

preferentia l treatment, resentment among certa in  quarters of the 

Zambian work force w i l l  continue. In th is  regard, the INDECO companies 

face a dilemma: i f  they decide to equate the two pay structures, labour 

turnover among expatriates may be on the scale s im ilar to that 

following the implementation of the Mwanakatwe Salaries Commission in 

1976. I f  they do not, d issatis faction  among Zambian personnel may 

continue to cause high turnover. How INDECO resolves th is  policy 

dilemma and other manpower policy problems w il l  serve as an acid-test  

fo r i ts  competence and determination to manage i ts  human resources more 

e f fe c t iv e ly .



CHAPTER V I I I

ADJUSTMENT TO LABOUR SHORTAGES I I :

THE CONCEPT AND PRACTICE OF MANPOWER PLANNING 

AND MANAGEMENT IN THE INDECO GROUP OF COMPANIES

8.0 INTRODUCTION

In general, the purpose of planning and managing human resources is 

to t ry  to ensure that present and future manpower requirements are met 

so as to rea lise  the organizational objectives and to reduce c r is is -  

management and ad-hoc decision making processes. In th is  regard both 

the quantity and qua lity  of the human resources are of paramount impor­

tance to the organization both in the short- and long-terms. Since the 

management of people at work is concerned with achieving a reasonable 

balance between the needs of individual employees and those of the 

company, manpower planning at the organizational level has been defined 

as " . . .  a strategy for acquisition , u t i l iz a t io n ,  improvement and 

retention of an en terprise ’ s human resources". As a strategy, manpower 

planning seeks to mitigate the e ffects  of and adapt to the changing 

internal and external environments so as to maintain e ff ic iency . I t  

would therefore be unwise for a firm to assume that sk i l led  workers 

would be available  in the labour market as and when they are needed.1 

As such firms have to plan fo r tra in ing  and other measures which would 

prevent ad-hoc decisions l ik e  sudden retrenchment as such problems 

could be dealt with over longer periods of time without resorting to

iJohn Edwards and Mick S ilvers , "In troduction--the Art of Designing a Manpower Strategy" in 
John Edwards, e t .  al (eds), Manpower Planning: Strategy and Techniques in an Organizational Context. 
(Chichester: John Wiley and Sons, 1983), p. 3.



extreme measures— that is , dismissals and redundancies when faced with 

the problems of excess labour. Thus the objective function is to have 

a work force of optimal size and ski 11-mix which would minimise the 

problems of s k i l l  shortages and/or excess labour.

The s trateg ic  management of human resources as espoused above may 

depend on a ttitudes and qua lity  of management. Where managerial s k i l ls  

are in short supply, as is the case in Zambia, such a recognition of 

the importance of managing human resources may not be possible. In 

which case the management of human resources becomes haphazard and ad 

hoc. This may consequently lead to the persistence of s k i l l  shortages 

and other manpower problems both in the short- and long-terms.

Since the previous chapter analysed the supply and demand adjus­

tment methods to labour shortages, th is  chapter w i l l  go one stage 

further by exploring the concept and practice of manpower planning and 

management in the INDECO Group of companies. Our main in terest is to 

determine how the various companies view and practice the concept of 

planning human resources, and how th is  concept is used to adjust to 

labour shortages.

For purposes of exposition, the chapter is organised as follows: 

section 8.1 examines the concept of manpower planning at the INDECO 

Group leve l— what i t  involves and the in s t itu t io n a l arrangements, the 

l im ita t ions  and problems facing manpower planning at the Group leve l.  

Section 8.2 w i l l  analyses the concept at the individual subsidiary 

level, that is , manpower forecasting, information systems and the 

problems encountered in i ts  implementation.

As manpower planning is generally taken to mean manpower develo­

pment and tra in in g  in the INDECO Group, section 8.3 discusses manpower 

planning and in s t itu t io n a l arrangements in ZCCM. The main objective
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would be to draw some lessons fo r  INDECO. F in a lly ,  section 8.4 w il l  

summarise and conclude.

8.1 MANPOWER PLANNING AND MANAGEMENT 

AT THE CORPORATE LEVEL

8 .1 .1 .  ORIGI N. OBJECTIVES AND DEFINITION

Manpower planning in the INDECO Group is s t i l l  at i ts  infancy 

stage. At the corporate leve l,  i t  was only in 1985 that the Manpower 

Planning Unit (MPU) was established. With the current economic 

problems, i t  would be sometime before the Unit becomes fu l ly  

operational and e ffe c t iv e .

When asked about the importance of manpower considerations over 

management decision-making at the corporate level over the preceding 

f iv e  years, the MPU indicated that i t  had increased a lo t.  The 

increase in the importance of the personnel function and the adoption 

of manpower planning, among other things, was necessitated by the 

following reasons:2

(a) high labour costs— the need to control the costs of maintaining 

manpower;

(b) the continuing high-level s k i l l  shortages and the high 

incidence of professional and managerial labour turnover;

(c) e ffects  of employment leg is la tion  and the en terp r ise ’ s policy  

on employee involvement;

(d) f inancia l stringency along with the problems associated with 

foreign exchange a v a i la b i l i ty ;

(e) the fas t  changing socio-economic and technological environment

2Indeco Central Questionnaire {questions 23 and 13 of parts A and B, respective ly ).
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coupled with the worsening economic and business a c t iv i ty  made i t  

imperative to consider managing a l l  the resources, including manpower, 

more e f fe c t iv e ly ;

( f )  the increased awareness of the value of trained and stable  

work force;

(g) ra t io n a lisa t io n  of operations and decentra lization of decision­

making to subsidiary companies;

(h) the need to be able to systematically assess current manpower 

resources and antic ipate  the future trends and patterns;

( i )  to make INDECO more productive and competitive; and

( j )  to keep in l ine  with other organizations on the human resources 

management f ro n t— the demonstration e f fe c t .

The above factors set the agenda for manpower planning in the 

INDECO Group. The current organizational and in s t itu t io n a l  arrangements 

for planning and managing human resources w il l  need to be improved. 

Thus, the manpower polic ies and procedures are determined at the enter­

prise leve l, while the assessment and evaluation of the current man­

power resources and forecasting is done at the operating company leve l.  

At present, each subsidiary company is given the INDECO Handbook 

(Manual of Personnel Policies and Procedures) which spells out a l l  the 

manpower po lic ies  to be followed: ranging from acquisition to the

disposal of human resources and negotiating with the trade unions.

INDECO Central (Manpower Planning Unit) was asked to indicate  

policy areas where i t  instructs, advises, offers  broad guidelines, and 

gives to ta l  autonomy to i ts  subsidiary companies as regards what to do. 

I t  was also asked to indicate whether there was a w ritten  down policy 

fo r each of the policy areas l is ted .

Table 8.1 demonstrates that subsidiary companies receive
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instruction on how to recru it  senior management personnel, promotion 

and redeployment procedures and membership of employers association. 

This, we are to ld , is only done on certain matters of importance. 

According to table 8 .1 , there are no policy areas in which the subsi­

diary companies are advised. Such a state of a f fa irs  is d i f f i c u l t  to 

imagine as the organizational structure of INDECO revolves around the 

Head Office implementing the government’ s industria l development 

polic ies and as such, i t  is expected to o ffe r  i ts  subsidiary companies 

some advice on policy matters. Thus the eight policy areas lis ted  in 

the table in which the subsidiary companies receive guidelines from 

INDECO Central may serve as evidence for the foregoing argument. 

However, operating companies seem to have autonomy on the pattern of 

work, employee incentive schemes, and the introduction of new

techniques of production and work methods.

As regards w ritten down policy, nine policy areas are covered in 

the INDECO Handbook with the exception of to ta l  numbers employed, 

patterns of work, employee incentive schemes and introduction of new 

techniques. As i t  happens these are the same areas in which subsidiary 

companies have autonomy in decision-making. Given the industria l 

structure and composition of inputs, these are areas which depend on 

a v a i la b i l i t y  of foreign exchange and imported inputs. Written down

policy may be deemed unnecessary as changes in the a v a i la b i l i t y  of 

foreign exchange may d ic ta te  the levels of employment, work patterns, 

incentive schemes and the introduction of new techniques.

The objective of manpower planning in INDECO, as we would expect, 

is s im ilar to that of ZIMCO:

. . . t o  ensure at a l l  times that there are available  in the Group a suitable number
of personnel to carry out work in order to produce goods and services needed by
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the community.3

This objective, l ik e  the pay policy discussed in the previous 

chapter, as a statement of intent would seem to imply that there 

already are suitable personnel in the Group and that the task is to 

maintain th is  state of a f fa ir s .  The above objective as stated f a i l s  to 

convey the existing  s k i l l  a v a i la b i l i t y  problems affecting  the various

Table 8.1: Policy Areas where INDECO Head O ff ice Instructs . Advises, 
Gives Gu id e li nes and where Subsidiary Companies have 
Ajjtonomy

WRITTEN
POLICY

Policy Area Instruct Advise Guidelines Autonomy YES NO

Union recognition 
Union membership agree­
ments/arrangements 

Handling of industria l  
re lations issues 

Total numbers employed 
Recruitment of senior 

management personnel x
Terms of redundancy 
Patterns of work, e.g. 

use of overtime/shift-work  
Employee incentive schemes 
Training and retra in ing  

procedures 
Promotion and redeployment 

procedures x
Introduction of new tech­
niques and/or work methods 

Length of the working week 
Membership of the Employers’ 

Association (ZFE)_____________x

Source: INDECO Central Questionnaire A: Question 31

3INDECO Handbook, Manual of Personnel Polic ies and Procedures, p. 7. This is also one of the 
three aims of ZIMCO’ s manpower p o lic ies . The other two are: (a) to Zambianise s k i l led  positions to 
reduce the cost of reta in ing expatr iate  s ta f f ;  (b) to improve s k i l l s  of existing manpower. I t  is 
argued that at the time of acquisition (n a t io n a l iza t io n ) ,  some Zambians were appointed to positions 
for which they were not s u f f ic ie n t ly  q u a l i f ie d .  Despite this handicap, most of these Zambians have 
coped and acquired invaluable experience. However, the need to expose managers to modern management 
techniques by improving th e ir  academic and professional qu a l i f ic a t ion s  has been recognised--1. H. 
Muchangwe, "Manpower Planning Approach in the ZIMCO Group of Companies: An Overview", Paper Presented 
to the Workshop on Manpower Planning in Zambia, University of Zambia, Lusaka, 28 July to 1 August, 
1986.
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INDECO companies. One would have expected that the main objective  

should have been very e x p l ic i t  about the policy options and strategies  

fo r  improving s k i l l  a v a i la b i l i t y  and retention so as to maximise 

effic iency . I t  is often said that the f i r s t  step in solving a problem 

is to admit that the problem exists in the f i r s t  place. Without 

detailed analyses and understanding of the problems in question, policy 

prescriptions may be no more than an exercise in guessing.

This a t t i tu d e  of claiming more than is actually  being done was also 

demonstrated in a paper4 presented to the Manpower Planning Workshop 

organised by the University of Zambia in 1986. While the paper admits 

that “a common weakness in the Group is the lack of rea lisation  and 

admission that human resources have a fa r  reaching impact on the p ro f i ­

t a b i l i t y  of the industry" i t  however states that (p. 6)

As an in dus tr ia l  concern, INDECO takes a very p ract ica l view of manpower 
planning. The view of INDECO is  that manpower planning begins with the conception 
of an enterprise and thereafter  never ceases. I t  is a dynamic and continuing 
process, suitably  changing in i t s  content and emphasis as the enterprise advances 
from conception to completion and to subsequent stages of further  development.

As we show below, manpower planning in the Group is very fragmented 

and not coordinated to the extent that various subsidiary companies 

in terpre t i t  d i f fe re n t ly  as i f  they belonged to d if fe re n t  holding 

companies. The paper’ s emphasis seems to be what manpower planning 

should  be and not what is a c t u a l l y  happening in INDECO.

In reviewing the experiences of INDECO, the paper correctly  points 

out the existence of s k i l l  shortages among technical and accounting 

professions, the need to increase manpower development and tra in ing ,  

and the need to emphasise on internal tra in ing  so as to make s k i l ls  

relevant to the functions and tasks performed. The paper also

4B. C. Nketani, "The Approach and Pattern of Manpower Planning in INDECO Group of Companies: a 
Discussion Paper on Enterprise Manpower Planning" Paper Presented to the Workshop on Manpower 
Planning in Zambia, University of Zambia, 28 July to 1 August, 1986.



acknowledges the lack of managerial s k i l ls  within the Group. For 

example, i t  says that job evaluation "to establish the s k i l l  inventory, 

job/man tra in in g  needs and to establish a be tte r remuneration 

structure" could not be done in te rn a lly .  The Group had to rely on 

CISB. In addition, the manpower information system (which is done 

manually) was very undeveloped and disorganised to the extent that  

computerising i t  was being contemplated as i t  is hoped th is  would 

improve data up-dating, access and re tr ie v a l.  A fu rther  analysis of 

the paper gives the impression that manpower planning in the INDECO 

Group is viewed to centre on manpower tra in ing  and development.

I t  is against th is  background of making u n rea lis t ic  policy s ta te ­

ments that IDAT referred to when reviewing the corporate plans of the 

six subsidiaries companies they studied. They were so u n rea lis t ic  that 

IDAT commented that "...INDECO subsidiaries in the past have tended to 

produce statements of possible outcome rather than plans of action". 

This is further demonstrated in appendix VIA where the comparison of 

past performance and projected a c t iv i t ie s  (as specified in the 

corporate plans) shows that the la t te r  are so optim istic  as to be 

u n rea lis t ic ,  given the current economic problems facing Zambia.

I t  is thus not surprising that, consonant with the in s t itu t io n a l  

structure of the parastatal sector, the INDECO Handbook (p. 7) tends to  

emphasise the supply aspects of manpower planning and management. I t  

defines manpower planning to include forecasting, manpower audits, 

development and tra in in g . I t  states that manpower forecasting would be 

based on organizational objectives and po lic ies , job m obility  patterns 

and promotion and replacement trends.

The specialized units at INDECO Central l ik e  the Employment and 

Manpower Planning Units would occasionally carry out personnel audits
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so as to determine whether the operating companies are e f f ic ie n t ly  

allocating  and u t i l iz in g  the professionally and technically  trained  

manpower. These audits would examine the personnel records, manpower 

inventories and manpower succession schedules.

8 .1 .2 . MANPOWER TRAINING AND DEVELOPMENT

On tra in in g , the Manpower Development and Training Unit would 

l ia is e  with s im ilar  units in the operating companies "to ensure that at 

a l l  times, employees engaged are able to cope with the tasks and oper­

ations of the Group" (INDECO Handbook, p. 8 ).  The policy of tra in ing  is 

"to regard tra in ing  as an important and complete service embracing a l l  

types of work and a l l  levels of employees" (p. 43). In order to improve 

the effectiveness of i ts  human resources, the INDECO Handbook, (p. 43) 

states that tra in ing  should be concerned with the following:

(a) to provide ways of improving the job performance of existing  

employees,

(b) to id en t ify  and develop the potential of industria l employees,

and

(c) to design and in s ta l l  tra in ing  systems to provide a steady 

supply of people with appropriate professional and technical s k i l ls  to 

meet the company’ s requirements.

In order to e f fe c t  the tra in ing  policy, the functions of the Man­

power Services and Training Unit are as follows:

( i )  to advise INDECO management on matters re la t in g  to manpower 

development, tra in ing  management, succession and Zambianisation,

( i i )  to develop systems to iden tify  tra in ing  needs, strengths and 

appraisal schemes, research, manpower audit, and manpower inventories;

( i i i )  to obtain approval of the Sponsorship Approval Committee on



behalf of the individual tra in ing  schemes of the operating companies;

( iv )  to l ia is e  with external agencies regarding fellowships and 

scholarships through appropriate government authorities;

(v) to work out INDECO Limited tra in ing  budget and obtain the 

Board’ s approval and ensure i ts  s t r ic t  control;

(v i )  to carry out manpower and tra in ing  needs surveys in the Group 

and to assist in formalization and implementing programmes arising from 

such surveys.

The tasks of approving individual tra in ing  schemes submitted by 

operating companies; monitoring the progress of sponsored employees; 

reviewing sponsorship procedures and conditions; reviewing the tra in ing  

e f fo rts  of the Group in re la tion  to improvement of the know-how, Zambi- 

anisation and the costs of manpower tra in ing; and assessing the various 

technologies being used in the Group in re lation  to manpower tra in ing  

f a l l s  under the Sponsorship Approval Committee.

The operating companies, on the other hand, are charged with ide­

n t ify in g  tra in ing  needs; planning suitable tra in ing  schemes which are 

capable of providing the necessary s k i l ls ;  working out tra in ing  budgets 

and seeking approval from the respective company boards of directors;  

recommend individual tra in ing  schemes and obtain approval from the 

Sponsorship Committee; and to monitor the progress of sponsored 

employees and make recommendations to the Sponsorship Committee through 

the Manpower Services and Training Unit at INDECO Limited.

Training is viewed to be an important aspect of career development. 

I t  is thus a policy of INDECO to expose competent and d ilig en t  

employees to career opportunities within th e ir  professional and tech­

nical f ie ld s .  The Corporation, through i ts  operating companies, would 

assist such workers to acquire new s k i l ls  and knowledge so as to



enhance th e ir  promotion prospects.

On Zambianisation, the tra in ing  policy aims at "preparing Zambians 

to take over from expatriates at an appropriate time consistent with 

the maintenance of set standards of e ff ic iency". I t  is suggested that  

for every position held by an expatria te , there should be one or two 

Zambians with the necessary s k i l ls  and knowledge to understudy them.

Manpower audits which would be done by the operating companies 

would help to id en tify  the strengths and weaknesses in the performance 

of employees. Using s k i l l  inventories and performance appraisals the 

jobs done by expatriates would be examined in terms of job require­

ments, present incumbents’ qua lif ica t io ns , experience and the level of 

performance. With the same token, a l l  Zambian employees would also be 

appraised in a s im ilar manner. Any differences of performance between 

the expatriates and Zambians would be interpreted as tra in ing  needs for  

the la t te r .  Training schemes would then be designed such that they 

equip the Zambians with the necessary s k i l ls ,  knowledge and experience. 

After tra in ing  has been effected with the view to Zambianising the key 

positions held by some expatriates, contracts of the la t te r  would be 

adjusted to allow fo r immediate take-over. The operating companies are 

thus required to draw specific  Zambianisation plans which should 

contain position; minimum educational requirements; present incumbent 

expatriate (his q u a lif ica t io n s , experience and level of performance); 

the Zambian id en tif ie d  to take-over; the tra in ing  needs and programmes; 

and the target date of succession within a period of f iv e  years.

8.1 .3 . THE PROBLEMS OF IMPLEMENTING MANPOWER PLANNING AT THE 

CORPORATE LEVEL

I t  has been said that since the introduction of variants of
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manpower planning in 1985, some improvement in labour turnover, labour 

costs and flow of manpower information have been achieved. However, 

problems of adjusting to change and the in a b i l i ty  to antic ipate  future  

changes s t i l l  remain.5

There are s t i l l  considerable gaps in the manpower information 

system. For example, the Manpower Planning Unit was unable to provide 

detailed information on the educational, experience and nationa lity  

composition of senior management of the various operating companies. 

On closer analysis, i t  became obvious that some of the information was 

being kept in the o ff ic e  of the Managing Director in personal and 

confidentia l f i l e s .  Since the access to the f i l e s  was lim ited , i t  was 

not possible to get the d e ta i ls .  Even i f  easy access was possible, i t  

would have been time consuming to look at each and every managers’ f i l e  

to extract the necessary information.

At the time the author was v is i t in g ,  the Unit had sent out forms to 

the various operating companies to co llect the necessary manpower data 

with the view to computerising the information system. Like our ques­

tionnaire , the response to provide the necessary manpower data was slow 

and disappointing. I t  is perhaps pertinent to point out here that  

given the supply problems faced by the operating companies, managements 

there (a t  operating companies) tend to devote most of th e ir  time to 

these issues and in the process ignore other equally important areas. 

For these reasons, i t  was acknowledged at the Unit that the information 

available at the time was not adequate and disorganized to make 

manpower planning and management viable and e f fe c t iv e .

The view of the senior o f f ic ia l  at the Unit was that being a 

manufacturing organization, INDECO would not face any problems in

5INDECO Central Questionnaire B: question 14.



forecasting human resources requirements as these could be derived from 

anticipated workload or output. However, there are differences in 

d if fe re n t  subsidiary companies, s im ilar nomenclatures notwithstanding. 

For example, a chemist in a food processing plant and another in an

industria l gas plant would require d iffe ren t s k i l ls ,  tra in ing  and

experience as they perform d if fe re n t  tasks. In everyday language, they 

are c lass if ied  as being the same, that is , chemists. However, looked 

at from the specific  tasks they do, considerable differences may obtain 

and as such, forecasts which trea ts  them as the same may prove to be 

inaccurate (Bartholomew and Forbes, 1979).

The Manpower Planning Unit was also not very sure as to what man­

power issues were considered when introducing new plant, machinery or 

equipment in the Group. Asked about whether ( i )  a v a i la b i l i t y  of nece­

ssary types of labour; ( i i )  e f fe c t  on the numbers employed; ( i i i )  

e ffe c t  on pay; ( iv )  e ffe c t  on pay d if fe re n t ia ls ;  (v) e f fe c t  on organi­

zation of work; and (v i )  e f fe c t  on a v a i la b i l i t y  of inputs; were 

considered, the o f f ic ia l  concerned ticked ( i ) ,  ( i i ) ,  (v) and (v i )  but 

commented that "in normal circumstances, a l l  these factors should be 

analysed. I  am not sure whether INDECO has been doing i t  but i t  is 

necessary that a l l  of them are care fu lly  analysed".

Another noticeable aspect which may hamper the e f fe c tive  impleme­

ntation of manpower planning in the INDECO Group is the size and the 

spatial location of the Manpower Planning Unit. The Unit is located at 

the INDECO Training Centre (a fact which reinforces the view that man­

power planning is synonymous with tra in ing ) which is about two miles

from the Head O ffice. The location of the Unit is bound to a ffect  

communication with other departments at the Head Office and further  

alienate and diminish i ts  role. At the time of the author’s v is i t ,  the
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Unit was under-staffed with three o f f ic ia ls  and only one of them was 

trained in manpower planning.

8.2 MANPOWER PLANNING AND MANAGEMENT AT THE 

SUBSIDIARY COMPANY LEVEL

8.2 .1 . THE CONCEPT OF MANPOWER PLANNING

Despite the fac t  that the operating companies are each given the 

INDECO Handbook, the conceptualization and practice of manpower 

planning seem to be fa r  from uniform. This may e ith er  suggest a lack 

of coordination from INDECO Central or the operational differences  

between the various subsidiary companies given the d if fe re n t  nature of 

th e ir  a c t iv i t ie s .  Table 8.2 demonstrates that on the whole, manpower 

planning is usually defined to mean manpower development and 

t ra in ing . Within th is  broad d e f in it io n , eight INDECO subsidiary 

companies and two others define manpower planning as analysing the age 

structure so as to determine tra in ing  needs and to plan succession and 

career structures of th e ir  employees. However, a vast majority of the 

companies (th ir te en  INDECO and two others) view annual tra in ing  

budgets, manpower development and tra in ing  to be the main element in 

planning manpower.

A few companies included forecasting manpower requirements based on 

th e ir  corporate objectives and other trends as another element. Other 

elements of manpower planning given include:

-  analysis of manpower and s k i l l  requirements before recruiting  

external 1y ;

-  having the "right people at the right time", but th is  textbook 

d e fin it io n  of manpower planning has been shown to be untenable in
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practice;6

-  establishing own training school given a unique activ ity  and to 

recruit professional graduates into a pool for succession and career 

planning purposes;

-  maintaining employment (s tab ilise) and increase training so as to 

improve performance.

One subsidiary company, however, admitted that i t  did not practice 

manpower planning because i t  lacked the necessary and suitable mana­

gerial s k i l ls — the company had no personnel manager at the time and no 

plans were afoot to recruit one. One of the private companies f e l t  

that since i t  only employs as and when the need arises, i t  could not be 

classified as practising manpower planning.

I t  becomes obvious from table 8.2 that manpower development and 

training are, in the main, taken to mean manpower planning. By and 

large, with the exception of ZCCM, manpower planning is usually taken 

to be synonymous with training in many other ZIMCO companies. Other 

issues of managing human resources like designing career structures, 

monitoring changes in the work force and the external environment, 

evaluating training, and reviewing the demand aspects of labour seem to 

be neglected. This reflects the reliance on quantity and not price 

(pay) adjustments to s k il l  shortages.

There are many possible reasons for defining manpower planning to 

mean training. I t  would seem that since training involves identifying  

the training needs in the f i r s t  place, resourcing, what form i t  w ill 

take (whether internal or external), budgeting, forecasting and 

planning, many personnel practitioners in the INDECO Group have,

6See, for example, John Bramham, Practical Manpower Planning. 3rd ed. (London: In s t i tu te  of 
Personnel Management, 1 9 8 2 - - f i r s t  published in 1975), ch, 1
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mistakenly, taken training management in i t s e l f  to mean manpower 

planning.

Manpower development and training may also have acquired prominence 

by the existence of long-term vacancies which require professional and 

technical s k il ls  but which have proved d i f f ic u l t  to f i l l  because of the 

lack of the relevant s k il ls  in the local labour market. Since the un­

employed lack the necessary attributes to f i l l  these vacancies—that is 

structural unemployment—the onus is on the firms to increase sk il l  

acquisition through training (that is quantity adjustment to s k il l  

shortages as opposed to price, pay, adjustment). Although training  

involves planning and evaluation in some cases, i t  has been shown that 

to neglect the demand aspects of labour may not always be in the best 

interest of the concerned firms (Becker, 1964). For example, i f  a 

company fa i ls  to retain labour trained at its  own expense say due to 

poor pay, job dissatisfaction or poor career prospects, such a company 

would not benefit from its  investment in training and its  operations 

may consequently suffer i f  this problem is on a large scale. I t  is 

plausible to argue therefore that the high incidence of 1abour-turnover 

among the high-level manpower categories in the INDECO Group emanates 

from this apparent neglect of the demand factors.

Since training has been the main tool to implement the government’ s 

Zambianisation policy, the parastatal companies have got to be seen to 

implement the wishes of the government. The above factors coupled with 

the poor managerial s k il ls  among personnel managers have a ll  

contributed to the fa ilu re  to appreciate that manpower planning 

involves more than just manpower development and training.

After defining the concept of manpower planning, the respondents 

were then asked whether they practice the concept as defined. Eight



INDECO subsidiary companies (and the ZCCM subsidiary) indicated that 

the ir  manpower plans were b u ilt  into the ir  corporate plans. This, they 

argued, was necessary so as to maintain consistency and thus avoid 

crisis-management and ad-hoc decisions (for example sudden redu­

ndancies). Two other subsidiary companies, with the help of INDECO 

Central, had systematic plans for high-level manpower categories but 

not for the less skilled occupational categories.

Six other subsidiary companies indicated that they only practice 

some aspects of human resource planning like training, annual training  

budgets and succession planning (for Zambianisation mostly).

Another two subsidiaries indicated that they did not practice 

planning either because the ir  manpower requirements were general 

workers (whose supply is abundant) or that human resource planning was 

irrelevant under the prevailing economic conditions for INDECO could 

issue directives at any time to declare some workers redundant.

8 .2 .2 . THE MANPOWER FORECASTING AND PLANNING PROCESSES

In the main questionnaire, firms were asked to indicate whether 

they practice fa i r ly  long-term manpower forecasting or whether the ir  

manning levels were only determined by the technology used or capacity 

u ti l iza t io n  rates (output). In addition, they were asked to specify 

the periods over which they plan the ir  manpower, the methods used to 

estimate market demanded (and how these are then translated into 'work’ 

and manning requirements), and whether the various departments that 

make up each of the companies are involved in developing and 

implementing the plans.

On the supply side, they were asked whether they monitor wastage 

and labour turnover trends so as to help them estimate the number of
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people who were l ike ly  to leave the organization in future. They were

also asked to provide data on the ir  manpower supply which w ill come

from the ir  current training a c tiv it ie s .

On the demand side, they were asked about the ir  future business 

prospects and plans. In particular, they were asked i f  they were

like ly  to expand by introducing new products or increasing capacity; or

whether they were going to rationalise the ir  operations by dropping 

some product lines and/or declaring some workers redundant. Plans on 

producing imported raw materials (inputs) locally were also sought. 

The like ly  impact of these plans on manpower requirements were also 

requested.

We were also interested in finding out whether i t  was possible to 

identify cl ear l y  the current and future manpower requirements from the 

firms’ estimates of like ly  growth. Firms were then asked to indicate 

whether the ir  present work force were overloaded and, i f  not, whether 

productivity could be improved without increasing the supply of 

personnel. We f in a l ly  tr ied  to find out whether the firms needed 

external help in converting 'work’ or defined tasks into manpower 

requi rements.

During the interview stage, some of those firms which had claimed 

to practice manpower planning in the main questionnaire were asked the 

following questions:

(a) the stages of investigating and identifying the manpower 

problems, who does i t ,  how i t  is done, etc;

(b) how forecasts of future supplies of and demand for labour are 

done and the assumptions used to make these forecasts;

(c) planning: what deliberate actions are taken to reconcile man­

power supply and demand discrepancy, for example, formulation of
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policies for recruitment, training, retraining, promotions, redu­

ndancies, retirement, etc; and

(d) u t i l iza t io n : what and how the firms evaluate the effectiveness 

of the various manpower policies.

Ten subsidiary companies (four of them experience RD) indicated 

that they had annual and medium term (3-5 years) manpower forecasts. 

Seven others had no such forecasts as they resort to short-term impro­

visation in response to changes in demand. In the main, the la t te r  

category have the ir  manpower requirements determined by technology or 

capacity u ti l iza t io n  and thus do not appreciate the need for longer- 

term planning.

There does not seem to be a consistent method for estimating the 

l ike ly  market demand. Thus, whereas only five companies do market 

surveys (some of which are very limited), the other seven (and many of 

those who did not respond to this question) do not have such surveys. 

Of the la t te r  category, two companies either use placed orders or past 

year’ s sales (and a v a i la b il i ty  of inputs and spare parts); another two 

only look at the efficiency of the ir  machinery, present production, 

a va ila b il i ty  of inputs and the length of the work week. Other three 

subsidiary companies did not estimate market demand but instead the 

l ike ly  a v a i la b il i ty  of inputs, foreign exchange and spare-parts. The 

reason for this was that given input supply bottlenecks and frequent 

breakdowns of machinery, estimating market demand was not necessary as 

such demand, in the f i r s t  place, has never been met.

For those firms which do manpower forecasting, they in addition 

make assumptions about the ir  future production levels. As can be seen 

from appendix VIA, most of these assumptions about turnover and value 

added seem to be too optimistic. In addition, fourteen of the nineteen
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companies indicated that i t  is possible to identify  future manpower 

requirements from the firms’ estimated growth rates. From the assumed 

production schedules and like ly  changes in technology, manpower requi­

rements are derived. Some of these companies also use the composition 

of the ir  present work force to forecast future manpower requirements 

in terms of additional recruitment, training, turnover and retirement. 

The la t te r  is made possible by the fact that many of these companies 

(seventeen in a l l )  claimed that they monitored manpower trends— that 

is, age, voluntary resignations and other wastage.

In the wake of the current economic problems, the employment policy 

for the whole INDECO Group has been to reduce labour through age 

retirement, natural wastage and, where necessary, through redundancies. 

As such, external recruitment is minimised and where i t  is done, i t  is 

either for replacement purposes or to f i l l  long-term vacancies. Where 

recruitment was envisaged over the next three years, i t  was for 

sc ien tif ic  and engineering; technologists and technicians; accountants 

and production workers. From this, i t  follows that the present 

practice of forecasting future manpower requirements also involves 

identifying those occupational categories where gradual reduction of 

personnel would be necessary. For those employees who remain, the main 

objective would be to enhance the ir  sk il ls  and hence the ir  produ­

c t iv ity .  I t  is for this reason that many of the subsidiary companies 

closely monitor the l ike ly  future supply of labour from their current 

training a c t iv it ie s  (table 7.2 in chapter V I I ) .  From table 7.2, i t  

would also seem that training for shortage occupations like sc ien tif ic  

and engineering, technologists, managerial, and accounting is mostly 

provided externally either formally or through correspondence or part- 

time.
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On the demand side, table 8.3 demonstrates the effect of the 

various plans on manpower requirements. Table 8.3A demonstrates that 

the majority of the subsidiary companies in the sample may introduce 

new products in the ir  current lines of ac tiv ity . The main effect of 

this on manpower, i t  was said, would be to increase training and 

retraining of the existing work force. On the question of s k i l l  shor­

tages hampering the introduction of new products, one firm said that 

despite s k i l l  shortages in the past, new products have been introduced. 

The argument here being that a certain level of inefficiency arising 

from s k il l  deficiency is accepted i f  that means introducing new 

products demanded by the market. As regards increasing capacity 

u ti l iza t io n  or new investments, table 8.3B demonstrates that this may 

be subject to the av a i la b il i ty  of materials and foreign exchange. Even 

where projects were completed and awaiting commissioning, the lack of 

imported materials delayed the in i t ia l  opening of the plants. But i f  

capacity is increased, this is like ly  to result into increased 

employment and training.

For those companies which were contemplating rationalizing, the ir  

operations, table 8.3C shows that early retirement with its  resultant 

effect of reducing employment was going to be the preferred method. 

For plans to localise input supply, table 8.3D demonstrates that many 

(eight in a l l )  think that i t  is not possible to do so—either because 

they do not have the capacity or that i t  is impossible as Zambia lacks 

the technical capabilities to do so. For those who think i t  is 

possible, the effect on manpower would be to to increase employment and 

training.

As to whether the present work force was overloaded and, i f  not, 

whether productivity could be increased without increasing the supply
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Table 8.3:
A. Recruitment Difficulty by Plana to Introduce New Products

RECRUITMENT DIFFICULTY:
Type of Plan and Effecta:
PLAN OPTIONS:
In same line of activities 
New designs of current products 
Diversified product ranges 
Subject to demand, availability 
of foreign exchange/finance 
Not Applicable
EFFECTS:

YES

7 (70.0) 
2 (66.7)

1 (100.0)

NO

1 (33.5)

1 ( 100.0 )

SKILL QUALITY 
t’ROBLIT'LS

1 ( 10.0 ) 

1 (100.0)

INDECO MISSING
DIRECTIVE VALUES

1 ( 10.0 ) 1 ( 10.0)

ROW
TOTAL

10
3
1

Increase employment & training
No effect
Not applicable

7 (63.6) 
3 (60.0)

1 (9.1)
1 (100.0)

1
1

(9.1)
(20.0)

1 (9.1) 1 (9.1) 
1 (20.0)

11
5
1

B. Increase Capacity Utilization or 
New Investment

PLAN OPTIONS:
Subject to availability of 
materials 5 (62.5) 1 (12.5) 1 (12.5) 1 (12.5) 8
Just completed expansion 
prograirane 1 (100.0) _ _ 1
Await opening/completion of 
new plant to increase capacity 3 (75.0) _ 1 (25.0) _ 4
Need new machinery or rehabi­
litate the existing ones _ 1 (100.0) _ _ 1
Invest in new type of process 1 (100.0) - - - 1
EFFECTS:
Increase employment/training 6 (85.7) - - 1 (14.3) - 7
Slight increase in employment 2 (67.7) - 1 (33.3) - - 3
Redeployment of manpower - 1 (100.0) - - - 1
No effect 2 (50.0) 1 (25.0) 1 (25.0) - - 4

C. Rationalise Operations
PLAN OPTIONS:
Phase out products as 
ones are added 1 (100.0) 1
Reduce number of shifts and 
redeploy workers _ 1 (100.0) _ _ _ 1
Early retirement 1 (16.7) 1 (16.7) 2 (33.3) 1 (lb.7) 1 (16.7) P
Automation 1 (100.0) - - - - 1
Not applicable 2 (100.0) — - - - 2
EFFECTS:
Reduce employment 1 (16.7) 1 (16.7) 2 (33.3) 1 (16.7) 1 (16.7) 8
Redeployment 2 (66.7) 1 (33.3) - - - 3
Not applicable 2 (100.0) - - - - 2

D. Localise Input Supply
PLAN OPTIONS:
Yes 4 (57.1) 1 (14.3) 1 (14.3) - 1 (14.3)
No capacity to do so but 
other companies may 1 (100.0) _ _ _ _

May be possible at Group or 
consortiun basiB 1 (100.0) _ _ _

Impossible 
Not applicable

2 (100.0) 
2 (50.0) 1 (25.0) 1 (25.0) - -

EFFECTS:
Increase employment & training 4 (57.1) 1 (14.3) 1 (14.3) - 1 (14.3)
Not applicable 6 (75.0) 1 (12.5) 1 (12.5) - - 8

Note: Figures in brackets are row percentages 

Source: Main Questionnaire, Questions Cl-0 and El-10
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of personnel, f ive  companies thought this was possible but another two 

thought i t  impossible. Six other companies thought that subject to the 

following, productivity of the current work force could be improved:

(a) i f  working capital and the supply of inputs improves;

(b) i f  the old plants are overhauled and/or rehabilitated, and

(c) i f  both the sizes and numbers of shifts are increased.

Evidence from the survey (table 8.4) suggests that due to lack of

certain s k i l ls ,  external help (both local and foreign) is usually 

sought on technical matters like translating 'work’ or defined tasks 

into manpower requirements. Here, technical consultancy agreements

with foreign firms seem to be the commonest. On other matters like

manning levels, task and job analysis (and evaluation), local help from 

institutions like CISB is usually sought.

Table 8.4: Types of External Help Needed to Convert ’Work’ or Defined
Tasks into Manpower Requirements (and any other help)

Type of Help______________________   Frequency (%)

Technical from abroad 1 (5.9)

Supply of new machinery, work study, technical, 
both local and foreign 1 (5.9)

Technical consultancy agreements with foreign firms 4 (23.5)

Manning levels, tasks and job analysis— local 1 (5.9)

Overhauling, rehabilitation and maintenance of 
machi nery 2 (11.8)

Yes (type of help not stated) 1 (5.9)

No 7 (41.2)

Total 17 (100.0)

Source: Main Questionnaire, Question E1 — 14
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In summary, the manpower planning process among those companies 

with some formal procedures involves the personnel departments coordi­

nating the various aspects of the company’ s manpower policies. For 

purposes of manpower stock-take and identification of problems, the 

personnel departments usually send out forms or memoranda to the 

various functional heads of other departments. The objective here is 

to find out about the manpower problems and requirements in terms of 

numbers, s k i l ls ,  training etc.

After information is collected and manpower problems like shortages

or excess labour are identified, meetings attended by a ll  heads of

departments and the chief executive are convened. The purpose of these

meetings is to seek an integrated approach to the various problems

facing the firm at the time as production schedules, a v a i la b il i ty  of 

inputs and other supplies, etc. are jo in t ly  discussed. Depending on 

the nature of the problems, policy actions on type and methods of rec­

ruitment and training are discussed and agreed. Where excess labour is 

found to be the problem, the concerned subsidiary companies proceed to 

notify INDECO Central and the Ministry of Labour and Social Services 

for the la t te r  either to sanction redeployment of labour within the

Group or to declare such labour redundant.

I t  would be fa i r  to say that with the increased use of organiza­

tional charts, job evaluation and performance appraisal, in some

subsidiary companies, manpower problems are increasingly coming to be 

identified quickly. Where they are found to be pervasive, corrective 

policy measures are sought.

The main weakness of manpower planning in those companies which 

claim to do i t  is the fa ilu re  to evaluate training. Only two companies 

in the entire sample do evaluate on-the-job training for graduates.



This evaluation takes the form of asking candidates to write structured 

reports about why and what they have learned during the training  

programme. Such reports, needless to say, are then used to determine 

whether the objectives of the training have been met or not. Work 

performance before and a fter  training is also done so as to determine 

whether there has been any significant improvement.

External formal training, as we discussed in the previous chapter, 

is usually not evaluated as i t  is assumed to be good. I t  however 

raises the question of whether external formal training per se would 

necessarily be suitable to the requirements and operations of the 

concerned companies. The assumption that external training is good was 

however acknowledged by some companies to be a weakness in i ts e l f .

Conceptually, insofar as performance appraisal of individual emplo­

yees for annual salary increments seeks to determine the ir  individual 

contribution to the well being of the company, i t  can be argued that 

this may be conceived as evaluation of manpower u t i l iza t io n . But as we 

have argued before, u t i l iza t io n  of manpower presupposes a va ila b il i ty  of 

other inputs and spare-parts. Where slack capacity is prevalent, 

u ti l iza t io n  of manpower is reduced and payment for certain personnel 

under such conditions is not for the work they do but just to have 

the ir  s k il ls  available to the company whenever they are needed (labour 

hoarding). Inevitably, this is one major problem hampering manpower 

planning in the INDECO Group of companies.

8 .2 .3 . THE MANPOWER INFORMATION SYSTEM.

One major prerequisite for effective manpower planning is to have 

an information system which is detailed, easy to up-date, accessible 

and wide in its  coverage of the various manpower aspects. I f
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Table 8.5; Types of Manpower and Other Records Kept

Type of Records Frequency (and Rom Percent)
________________________________________________________Yes Parts of i t  No

1. Employment and its changes; technical progress; new
legislation and how i t  i t  affects employment and pay policies 14 73.7) 5 (26.3) -

2. Composition of work force--sex and age distributions 18 94,7) 1 (5.3) -
3. Length of service and its distribution 18 94.7) 1 (5.3) -
4. Recruitment: when and where and the selection procedures 14 73.7) 3 (15.8) 2 (10.5)
5. Manpower training, retraining and development needs 17 89.5) 2 (10.5) -
6. Promotion: potential candidates; the levels from and to;

when i t  w ill be effected 15 78.9) 2 (10.5) 2 (10.5)
7. Educational distribution of the work force 18 94.7) - 1 (5.3)
8. Vacancies: reasons why and how to f i l l  them 14 73.7) 2 (10.5) 3 (15.8)
9. Skill and career development patterns; staff

progression and succession charts 11 58.0) 1 (5.3) 7 (36.8)
10. Provincial origin of employees 8 42.1) 2 (10.5) 9 (47.3)
11. Countries of origin for expatriate employees 19 ( 00.0) - -
12. Marital status and family size 18 94.7) 1 (5.3) -
13. Occupations of employees' parents 5 26.3) - 14 (73.7)
14. Past employment and work experience 19 ( 00.0) - -
15. Staff accommodation and lodgings 19 ( 00.0) - -
16. Manpower deployment and utilization; capacity

utilization; learning times; working conditions; etc. 11 58.0) 6 (31.6) 2 (10.5)
17. Monitoring the effectiveness of the various training

programmes 16 84.2) - 3 (15.8)
18. Manning levels, work methods, safety, quality control,

sales and the organization structure 1 (5.3) 17 (89.5) 1 (5.3)
19. Pay structure 18 94.7) 1 (5.3) -
20. Labour turnover and wastage 16 84.2) 3 (15.8) -
21. Induction, inter-personal conflicts and work demands 11 58.0) 7 (36.8) 1 (5.3)
22. Changes in the economic environment and the labour market 10 52.6) 1 (5.3) 8 (42.1)
23. Future manpower requirements and training needs by

occupational categories 19 ( 00.0) - -
24. Projected investments, production, sales, profits, etc. 16 84.2) 1 (5.3) 2 (10.5)

Source: Main Questionnaire, Question Bl-Q

information on the age, sex, educational qualifications, length-of- 

service, etc. is kept in individual employee f i le s ,  i t  would be 

d i f f ic u l t  for large companies to determine the manpower trends as such 

information is not easily accessible. I f  this is the case, foreseeing 

impeding manpower problems may be hindered. I f  the extent and nature 

of the problems at hand are not appreciated, policy prescriptions to 

such problems may be inadequate. For these reasons the various
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responding companies were asked to indicate the type of manpower 

information they kept in a systematic and accessible manner.

As i t  happens, the 'yes ’ responses in table 8.5 do not necessarily 

mean that the type of information so indicated was kept in a systematic 

and accessible manner. This was demonstrated la te r  in the question­

naire when the companies were asked to provide data of th e ir  work force 

in terms of occupational categories, divisions (or branches), age and 

length-of-service d is tribu tions . Only ten subsidiary companies (see 

table 6.4 in chapter V I) were able to provide such data. This problem 

was especially  pronounced among those subsidiary companies with more 

than one branch as th e ir  respective head offices e ith er  had no detailed  

manpower data of the other s ites or, i f  they did, the information was 

not up to-date . Even for those companies which provided the in fo r­

mation, i t  took a considerable time to go through quarterly  manpower 

reports and other documents to come up with the necessary deta ils .  

I ro n ic a l ly ,  the subsidiary company which has no manpower planning due 

to the lack of suitable managerial s k i l ls  was the one which had i ts  

manpower information summarised in a labour analysis book.

In some companies, there are manning boards in the personnel depar­

tments which show the number of employees in each department. In one 

large subsidiary company, there was a detailed wall chart showing 

individual jobs, those who occupy them and the vacancies and 

surpluses. Such a detailed and summarised form of keeping manpower 

information was however an exception rather than a ru le .

The high frequency fo r  items l ike  future manpower requirements and 

projected investments, etc. is due to the fact that such information is 

included in the corporate plans. For other items which summarise the 

movements and changes within the work force, say s k i l l  and career
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development patterns and charts, table  8.5 demonstrates that a sizable  

proportion of the subsidiary companies surveyed do not keep such in for­

mation at a l l .  A s im ilar  s ituation  also obtains with regard to 

monitoring the external environment, that is , the changes in the 

national economy and the labour market. Even the high frequency for  

monitoring the effectiveness of the various tra in ing  programmes may be 

misleading as some subsidiary companies are only interested in tra in ing  

matters when they are conducting performance appraisals for annual 

salary increments.

Since 1980, subsidiary companies have been required to submit 

quarterly manpower reports to INDECO Central. These reports cover 

various aspects of manpower, a lb e i t ,  b r ie f ly .  They show individual 

company to ta l  employment ( in  some cases broken by n a t io n a lity ,  occu­

pational categories, and comparing actual employment with authorised 

establishments), vacancies, recruitment, s ta f f  movements, tra in ing ,  

industria l re lations (pay adjustments and co llec t ive  agreements, 

str ikes , dismissals, e t c . ) ,  labour turnover, and Zambianisation. The 

usefulness of these reports in enhancing manpower planning at the Group 

level is lim ited by th e ir  lack of de ta il  and the fact that they are not 

la te r  summarised at INDECO Central (as is the case in ZCCM) to produce 

enterprise-wide manpower reports.

8 .2 .4 . PROBLEMS FACED IN IMPLEMENTING MANPOWER PLANNING

F irs t  and foremost, the main problem facing manpower planning in 

the INDECO Group of companies is the misconception that manpower 

planning revolves around tra in in g . This emphasis on the quantity 

aspect of adjusting to labour shortages has ensured that other impor­

tant manpower policy areas l ik e  re a l is t ic  recruitment and selection,
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career development and payment systems have been neglected to the 

extent that the benefits from increased tra in ing  a c t iv i ty  have been 

l im ited . Even i f  the concept of manpower planning was viewed in i ts  

broadest sense, i t  would s t i l l  have faced s im ilar  problems as those 

affecting  manpower development and tra in ing  currently:

( i ) P o l i t i cal Intervention and Economic Inst a b i l i t y : for forecast 1ng 

and planning to be e ffe c tive  management tools, a re la t iv e ly  stable 

economic and p o l i t ic a l  environment is usually necessary. In the 1980s, 

the in fla t io n ary  spiral and the increased scarcity of foreign exchange 

have both made planning d i f f i c u l t .  The in s ta b i l i ty  of the economy was 

further made worse under the now abandoned IMF’ s structural adjustment 

programme when the exchange rate of the kwacha was determined at weekly 

auctions. Given the high demand for foreign exchange, the kwacha 

became very undervalued in a matter of months. Since future exchange 

rates could not be determined with reasonable accuracy, the calculation  

of economic parameters l ik e  the a v a i la b i l i ty  of foreign exchange (and 

i f  available  whether i t  could be afforded) on which to base production, 

sales and p ro f i t  projections becomes very a rb itra ry .  Since future man­

power requirements are based on such assumed production and sales 

schedules, e ith e r  the companies concerned have to make constant 

revisions of th e ir  forecasts (to  which there is a l im i t )  or face the 

consequences of inaccurate forecasts.

On the p o l i t ic a l  side, the power of the ruling party and i ts  gover­

nment to f i r e  and transfer chief executives as and when they wish 

further complicates the manpower planning s itua tion . Other government 

polic ies l ike  retrenchment implemented through INDECO Central and then 

passed on to the subsidiary companies also weaken the effectiveness of 

manpower planning. As i t  is not possible to say with certa in ty  when,
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what and why the government w il l  exercise i ts  powers, planning may be 

rendered useless as such government actions would make i ts  

implementation d i f f i c u l t .

( i i )  Resource Constraints: manpower development and tra in ing  take up a 

lo t of resources— fin a n c ia l,  physical and human— and since to ta l  

resources at any time are fixed, th is  would imply that a llocation to 

other enterprise functions would be reduced. The problem is further  

made worse by the long time lag between investing in tra in ing  and 

rea lis ing the benefits. And with high fa i lu re  rates in professional 

courses l ik e  engineering and accountancy, the l iq u id i ty  positions of 

many of the subsidiary companies is weakened. The devaluation of the 

kwacha and the general rise in the cost of foreign tra in ing  (but which 

is preferred) does not help the s ituation  e ith er .

Thus, the tying and s h if t  of resources to tra in ing  give rise to 

working cap ita l problems and with the interest rates, at the time, of 

about 30 per cent, bank overdrafts and short-term loans were proving 

very expensive to maintain.

One company also indicated that another problem facing manpower 

planning is that the employees’ interests do not always coincide with 

the company’ s objectives. The type and duration of tra in ing  and 

whether i t  should be of specific  relevance to the firm or of the 

general type is the case in point.

( i l l )  Labour Turnover and Rapid Product Changes: labour turnover among 

the high-level and shortage manpower categories increases both the 

incidence of labour shortages and further weakens the effectiveness of 

manpower planning. One hallmark of planning is i ts  reliance on making 

assumptions about certain variables and then to d e libera te ly  choose a 

course of action. High labour turnover also in h ib its  planning for i t
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is very d i f f i c u l t  to make accurate predictions on which to base the 

planning.

In one subsidiary company, the constant movement of qua lif ied  and 

trained s ta f f  through transfers and promotions to other INDECO 

companies has resulted both in i ts  fa i lu re  to achieve Zambianisation 

and to plan i ts  human resources e ffe c t iv e ly .

Another subsidiary company which is jo in t ly  owned with an in te r ­

national company (where the la t te r  makes decisions about product 

changes— despite being the minority shareholder) complained that due to 

the rapid changes in the models assembled (as dictated by the changes 

in tastes and models introduced in Europe), i t  faced both s k i l l  

shortages and financia l problems. To keep up with the rapid changes in 

the models assembled, tra in ing  and retra in ing have to be constant. 

Increased competition from better quality  imports and i ts  in a b i l i ty  to 

buy foreign exchange (when i t  is ava ilab le) so as to import the 

necessary components, have seriously weakened i ts  f inanc ia l position to 

the extent of putting i ts  future in doubt. The impact of these on man­

power planning were obvious. At the time of the author’s v is i t ,  the 

company had just declared some workers redundant and the remaining ones 

were sent on forced leave as there were no components to assemble.

( iv ) Lack .of Adequate Manpower Data and Poor Communication Between the 

Manpower Plann ing Unit and Subsidiary Companies: as we have argued in 

sections 8 .1 .3  and 8 .2 .3  above, the problems of reasonably detailed and 

accessible manpower data coupled with poor communication between MPU 

(even at INDECO Head Office i t s e l f )  and subsidiary companies reduce the 

capacity to implement manpower planning in the INDECO Group. Even i f  

manpower planning s k i l ls  were in su ff ic ien t  numbers in the Group, i t  is
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d i f f i c u l t  to see how they were going to be e f fe c t iv e  in the face of 

formidable manpower data and communication problems.

8.3 MANPOWER PLANNING AND MANAGEMENT IN THE ZAMBIA CONSOLIDATED

COPPER MI NES LIMITED (ZCCM)

The differences in manpower planning and management between INDECO 

and ZCCM are quite pronounced. Conceptually, th is  may be expected as 

the la t te r  operates in a competitive international market where compe­

t i t io n  from other copper producers (and other copper substitutes) is 

high. The world price of copper is thus dictated by the market forces 

over which ZCCM has no control. On the other hand, INDECO operates in 

the domestic and protected market and given i ts  predominance in the 

manufacturing sector, i t  has some monopoly power (many of the sub­

s id iary  companies are absolute monopolies). Subject to the price  

control leg is la t io n , the various INDECO subsidiary companies set the 

prices for th e ir  respective products. Under th is  regime i t  is possible 

to pass on costs arising from ineffic iency to the consumers as 

competition is lim ited or non-existent.

In order to have a corporate consistent policy, manpower planning 

and management in ZCCM’ s various divisions and subsidiaries is cent­

ra lized and coordinated at the Operations Centre in Kitwe by the Man­

power Planning and Development Unit (MPD).7 The MPD is headed by a 

senior manager and has three main departments headed by superinte­

ndents: manpower services; tra in ing  and s ta f f  development; and payrolls  

and pensions. The manpower services department is fu rther subdivided

7The description of manpower planning in ZCCM is based on an interview with Mr M. K. Banda, 
Assistant Superintendent, Manpower Services, Manpower Planning and Development Unit.
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into three sections: manpower planning; manpower information and

recruitment and placement.

Being an enterprise a c t iv i ty ,  the manpower planning process in ZCCM 

has three aspects:

(a) corporate plan: provides a broad outline  of the industry, 

costs, finance, production, etc. based on the projected price of copper 

and the manpower requirements. The corporate plans are usually for  

f ive -year periods and the current one (1984/85 to 1990/91) aims to 

reduce labour supply from 52,109 in March 1987 ( to ta l  employment in 

December 1985 was 61,986)8 to about 48,000 by 1990/91. The company has 

no plans which go over f ive -year periods for the fluc tuating  world 

copper prices makes longer-term planning d i f f i c u l t .  Past experience 

shows that the margins of error in estimating the costs of production 

has been quite high. The manpower plans are usually for two-year 

period horizons as the problem here is further compounded by the lack 

of suitable manpower and tra in ing  places.

(b) MPD: looks at the manpower problems faced by the various 

divisions and subsidiary companies and plans a l l  the aspects of 

manpower.

(c) the operating divisions are concerned with the u t i l iz a t io n  of 

manpower and s ta ff in g  levels for th e ir  production. The manpower 

planning units at the divisions work hand-in-hand with MPD and the 

former look to the la t te r  to provide the necessary manpower.

Unlike INDECO which only has quarterly manpower reports (which are 

l im ited in de ta il  and which are not summarised at the Group le v e l) ,  

ZCCM has monthly (computerised) recruitment progress reports which

8ZCCM, Manpower Planning and Development: Mining Industry Manpower Report--1986, September 
1987, p. 3.
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show, fo r a l l  the divisions and subsidiaries, recruitment orders and 

the numbers recruited ( fo r  both expatriate and local labour); 

vacancies; and the specific  types of jobs. Monthly management reports 

and quarterly  reports are also produced using micro-computers. In 

addition, annual manpower reports give a wide range of de ta ils  on 

manpower planning and development; company objectives; a breakdown of 

the en tire  work force in terms of sex, age, education, s k i l ls ,  etc; 

summary of scholarships; expatriate  and graduate engagements and termi­

nation; and, l ike  the 1985 manpower report, a detailed l i s t  of employed

graduates by name, department, d isc ip line  and div is ion .

Other occasional reports covering subjects l ik e  tra in in g , Zambia- 

nisation progress, and the analysis of establishments and actual in 

s k il led  jobs are usually done. A ll th is  contrasts with the INDECO 

situation  where the annual report only covers the statement of accounts

with very l i t t l e  reference to manpower issues.

To have a better exposition of the in s t itu t io n a l arrangements for  

the management and planning of manpower in ZCCM, i t  is necessary to 

discuss tra in ing  and job evaluation f i r s t  before we turn to the new 

(which is s t i l l  being developed) Manpower Inventory Analytical System 

(MIAS) which w i l l  fu rther enhance the a r t  of planning manpower.

8.3.1 MANPOWER. TRAINING AND DEVELOPMENT IN ZCCM

Due to the lack of resources by the local in s t itu t io n s  of learning, 

ZCCM has been forced to be d ire c t ly  involved in d irec t tra in ing . For 

example, ZCCM s its  on each curriculum development committee of a l l  the 

courses relevant to i ts  operations run by the Department of Technical 

Education and Vocational Training (DTEVT), and the School of Mines (the 

University of Zambia). In the past, ZCCM even used to provide and have
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lecturing s ta f f  on i ts  payrolls but i t  now only pays for certain  

positions l ik e  funding chairs in geology and mine engineering at the 

University of Zambia.9

In recent years the objective has been to move away from supporting 

national tra in ing  in s t itu t io n s  to setting i ts  own tra in ing  schools 

which o f fe r  national c e r t i f ic a te s .  This, i t  was said, would complement 

and not compete with the national tra in ing  in s t itu t io n s , especially  

with regard to practical t ra in in g . Moreover, some of the courses 

offered by ZCCM’ s tra in ing  schools l ike  re fr ig era tio n  and medical 

instrumentation technology are not offered by any other in s t itu t io n  in 

Zambi a.

In the case of accountancy, the opening of the School of Accou­

ntancy at Chingola to o ffe r  c e r t i f ic a te s  to school leavers (who i f  they 

prove to be capable would la te r  do parts I  and I I  of ACCA loca lly  and 

then part I I I  in the United Kingdom) was necessitated by the following:

-  a large number of local accountants is required to replace 

expatriates;

-  i t  is very d i f f i c u l t  to get professionally qu a lif ied  accountants 

in Zambia; and

-  the Zambia Diploma of Accountancy (ZDA) is below the required 

professional standards.

ZCCM also runs i ts  own courses for s e c re ta r ia l ,  safety tra in ing ,  

f i r e  f igh ting  and paramedical tra in ing  for enrolled and registered  

nurses as well as other medical technicians.

On foreign tra in in g , ZCCM has two types of tra in ing  programmes; 

offering  school-leavers scholarships and sponsoring existing s ta f f  for

9Interview with Messrs M. K. Banda and Chinyanta, the l a t t e r ,  Assistant Superintendent, 
Training and Staff Development.
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further and specialised tra in ing .

I t  is perhaps in the analysing of tra in ing  needs that the in s t itu ­

tional and organizational arrangements in ZCCM prove fa r  superior than 

those in INDECO. For a s ta r t ,  the sectional heads of the Training and 

S taff  Development Department at MPD are said to be specia lis ts  in th e ir  

respective areas of tra in ing .

In July, the department writes to the various divisions asking for  

th e ir  tra in ing  needs. Between October and December, a f te r  the 

responses of what are perceived to be tra in ing  needs would have been 

received, the heads of tra in ing  sections in the department are then 

sent out to the divisions to discuss these tra in in g  needs. Each 

tra in ing  function then produces i ts  own tra in ing  programme a f te r  the 

needs have been id en t if ie d .  Where tra in ing  needs cannot be ascertained 

easily  through other means, d irec t observation methods are used. 

Training needs are also iden tif ied  through work-study and productivity  

services (which seek to find ways of improving performance), s k i l l  

analysis of part icu la r  target groups, and through job evaluation. MPD, 

therefore, closely l ia ises  with the operating divisions in identify ing  

tra in ing  needs and determining policy actions.

With regard to overall manpower policy and corporate objectives, 

appendix VIB demonstrates that ZCCM’ s objective, that is , " . . . th e  

Company must be manned and controlled by capable people, properly 

trained and developed for the roles they occupy..." contrasts with that 

of INDECO, that is , " . . . t o  ensure at a l l  times that there are available  

in the Group a suitable number of personnel to carry out w o rk .. ." .  The 

ZCCM statement ( . . . mus t  b e . . . )  emphasises the importance of increased 

tra in ing  and development in the e f fo r t  to improve the quality  of the 

work force, while that of INDECO ( . . . t o  ensure a t a l l  t i me s . . . ) ,  on the
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other hand, gives the impression that a l l  is well and that the task is 

to maintain the status quo but which, as we have shown in chapters VI 

and V I I ,  is fa r  from being the case.

Appendix VIB also demonstrates that on-the-job tra in ing  for  

graduates and technologists in ZCCM, unlike in INDECO, is comprehensive 

and structured with the sole objective of improving th e ir  s k i l ls  and 

practical knowledge. The d i f fe re n t  divisions and individual graduates/ 

technologists are each given specific  roles which they are expected to 

f u l f i l .  Furthermore, on completion of th e ir  tra in in g , the graduates 

and technologists are comprehensively evaluated on d if fe re n t  aspects 

l ike  job knowledge and application; supervisory a b i l i t y ;  personal 

attr ibu tes  and overall performance. Each individual t ra in e e ’ s weak and 

strong points are noted. Such detailed and comprehensive procedures 

for the development of graduates and technologists do not obtain in the 

INDECO Group. I t  is therefore not surprising that the level of compe­

tence and d isc ip line  in INDECO is generally lower than that in ZCCM.

However, tra in ing  in ZCCM, l ik e  in INDECO, is not without i ts  own 

problems. The inadequate tra in ing  f a c i l i t i e s  and places at the 

national tra in ing  ins t itu t ions  means that ZCCM has to o ffe r  graduates 

of these in s t itu t io n s  i t  recru its  bridging courses (mostly prac tica l)  

which may last for at least six months. This increases the costs and 

further delays the process of Zambianisation.

The short supply of technical and professional s k i l ls  in the local 

labour market implies that recruiting suitable qua lif ied  tra iners  for  

the various tra in ing  schools has been d i f f i c u l t .  This is especially  

pronounced among plant f i t t i n g ,  engineering drafting  and hoist 

maintenance courses.

The general poor results in science and mathematics among school
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leavers has also contributed to the train ing problems as entry 

standards in some courses had to be reduced 1n some ZCCM trades 

schools. However, th is  is of la te  being p a rtia lly  o ffset by the 

Increase in the number of school leavers with exceptionally good 

results fo r both 0- and A- level levels from Its  special educational 

t ru s t’ s secondary school— Mpelembe 1n Kitwe.

On foreign tra in in g , the declining foreign reserves due to the fa l l  

in the real price of copper has meant that the amount of foreign 

exchange allocated to ZCCM by the government has been reduced and th is  

in turn has resulted in a cut in external tra in in g . In the case of 

accounting, technical and engineering occupations, th is  implies that 

the objective of Zambianisation w ill take a very long time to be 

fu l f i l le d .  Matters are neither helped by the comparatively poor 

conditions of service as compared to large private accounting firms and 

as such, labour turnover among accountants is quite high (see footnote 

6 in chapter IV on the loss of accountants in ZCCM between 1980 and 

1987 attributed to th is  problem).

8 .3 .2  JOB EVALUATION

The Personnel Research Unit at the Copper Industry Services Bureau 

(CISB) does the job evaluation for the entire ZCCM.10 Between f i f t y  

and a hundred unionised jobs are evaluated each month. The Job Eva­

luation Committee (JEC) at th is  level is made up of CISB, line managers 

and the trade union (the Mineworkers’ Union of Zambia—MUZ) and meets 

every month to evaluate these jobs. They use the job p ro file  system 

which has sixteen factors (and each factor is scored at four levels,

1°Interview with Hr Cummins, Superintendent, Personnel Research Unit, CISB. Note that the job 
evaluation methods in ZIHCO and INDECO which we discussed in the previous chapter are an adaptation 
from ZCCM. As such, we shall not go into much detail here as i t  is essentially the same.
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that is , from basic, moderate, high and very high) on which every job 

is evaluated.

The jobs evaluated by the JEC have to be approved by the Senior 

Management and Industria l Relations Committees but the la t te r  cannot 

over-rule a grade as a l l  they can do is to refer i t  back to the JEC. 

I f  a job is referred back for re-evaluation, th is  would usually mean 

that the JEC w il l  have to do on-the-s ite  evaluation (to  be physically  

present as the job is being performed so as to see what is actually  

involved). A f in a l  decision is reached by consensus and not by voting.

The above methodology only applies to artisans, foremen, s h if t  

bosses and new graduates (the la t te r  being equivalent to the grade Z5/6 

of ZIMCO) which are unionised grades in ZCCM. At management and senior 

level, there is no trade union representation (as the jobs evaluated 

are not unionised). Job evaluation here rates jobs on three factors:

(a) know-how: professionalism in part icu la r areas;

(b) problem-solving: whether there is a need fo r consultation or 

not, that is , orig ina l thinking; and

(c) accountability: the monetary value of the decisions made.

The main disadvantage of the system used to evaluate jobs in ZCCM 

is that job descriptions are very d i f f i c u l t  to write and that they 

require a high qua lity  committee. The Hay Consultancy Limited method 

used was also said not to be recommended fo r use in Zambia as i t  is 

s k i l l  intensive and requires consistent subjective judgement. The main 

advantage of the method is that where many expatriates are employed, as 

is the case in ZCCM, i ts  use of pay information obtaining in other 

countries may determine the international competitiveness of the pay 

structure offered to expatriates.
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8.3 .3  THE MANPOWER INVENTORY AND ANALYTICAL SYSTEM (MIAS)

When ZCCM was formed in 1982 by merging Roan Copper Mines (RCM) and 

Nchanga Consolidated Copper Mines (NCCM), i t  began to work on a new 

computerised manpower information and planning system— MIAS. MIAS was 

a product of the P.E. and PERSIS computerised manpower information 

systems of the two companies.11 Since the two systems had d if fe ren t  

nomenclatures (problems were experienced when employees from ex-NCCM 

divisions were transferred to ex-RCM divisions and v ice-versa), old, 

unreliable and in f le x ib le ,  and as the structure of the personnel had 

changed, a new system was required which would standardise the manpower 

information system and make data access and re tr iev a l easy. The 

objectives of MIAS were therefore to iden tify  the following: labour

sh o rtfa lls  and excesses, suitable vacancies for the redeployment of 

surplus labour, industry tra in ing  needs and current s k i l ls  in order to 

allow for manpower planning, and to provide a reg is ter of the existing  

labour force in the company.

The development of MIAS is subdivided into three phases: manpower 

database development; manpower inventory analytica l system (data 

analysis); and manpower needs forecasting. We b r ie f ly  look at each of 

the phases, in turn.

(a) The Manpower Database Development Phase

The development of the manpower database was planned to be 

completed within f iv e  years from 1982. To speed up i ts  completion ZCCM 

appointed working parties to focus on the d if fe re n t  aspects of the

11 This section draws heavily on B. E. Ng’ andu, "Manpower Planning in Zambia Consolidated Copper 
Mines Limited (ZCCM)", a Paper Presented to the Manpower Planning Workshop in Zambia, the University  
of Zambia, Lusaka, 28 July to 1 August, 1986. When the author was v is i t in g  MPD, i t  was suggested that 
MIAS could eas i ly  be adopted by any other ZIMCO company.
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database— for example, the education and tra in in g , and the s ta f f  

development working parties were due to f in ish  th e ir  work by July 1987 

while the Data working party was to complete in January of the same 

year.

After i ts  completion, the manpower database which w il l  form the 

core of MIAS w il l  have twenty-five entries grouped into the following  

nine major categories:

( i )  jobs: th is  part of the database w il l  have d e ta i ls  on the job 

catalogue, job evaluation and job histories;

(11) s k i l ls  catalogue: maintains deta ils  on employee s k i l ls ;

( i i i )  education catalogue: w i l l  have de ta i ls  on employees’ 

educational q ua lif ica tio ns  and professional achievements;

( iv )  tra in in g  catalogue: keeps information on ZCCM and non-ZCCM 

courses, schedules and employees’ course attendance;

(v) performance catalogue: keeps records of employees’ appraisals, 

S ta ff  Development Panel recommendations and d isc ip linary  records;

(v i )  permits catalogue: holds deta ils  on work and residence permits 

and passports fo r  non-nationals;

( v i i )  establishment catalogue: keeps d e ta i ls  of authorised 

strengths at gang level;

( v i i i )  statutory requirements catalogue: contains deta ils  on legal 

requirements l ik e  blasting licences, s i l ic o s is  c e r t i f ic a te s ,  f i r s t  aid, 

driving licences, etc; and

( ix )  reference f i le s :  these f i l e s  w il l  be used to decode acronyms 

used in other f i l e s .

( b)The Manpower Inventory Data Analy ses Phase

This phase w il l  analyse the data in the manpower database. Figure
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8.1 demonstrates the data flow of th is  system— its  inputs, output and 

users. The Inventory Analytical System (IAS) w il l  analyse grades, job 

categories, promotion poten tia l,  performance ratings, and age in 

re la tion  to s k i l ls .  For example, within a given pay grade, the system 

w il l  analyse individual performance ratings and th is  w il l  help to 

answer questions on how many employees in that given grade are above 

average, about average and below average. Such information w il l  help 

management to redeploy employees in each grade. The analysis of 

promotion potential of individual employees in a given grade w il l  also 

help to f i l l  vacancies in te rn a lly .

On analysing job categories, i t  w il l  be possible to determine the 

promotion potential of individual employees, say from section o f f ic e r  

to division o f f ic e r .  Since such analyses w il l  reveal the s k i l l  qua li­

f ica tions  d is tr ib u tio n  of the work force by occupation, i t  w il l  enhance 

the planning of tra in ing  and further education.

In addition to the above reports, the system w il l  produce l is ts  of 

possible areas of redeploying excess labour; vacancies in the industry; 

comparison of actual and establishment (tha t is labour excesses and 

s h o rt fa l ls ) .  Thus i f  the head o ff ic e  or operating centres request 

reports on the various aspects of manpower, such information w il l  be 

retrieved from the microcomputers for them in a very short time. 

Since updating computerised information is re la t iv e ly  easy, the 

accuracy of the manpower data used in making decisions w il l  be 

improved.

(c) Manpower Needs Forecasting Phase

The above two phases w il l  increase the a b i l i t y  of ZCCM to determine 

i ts  needs in terms of c lassify ing existing jobs by s k i l l  requirements.
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I t  w il l  also enable the analysis of the existing labour so that man­

power can be matched against job requirements. Since the problems of 

labour turnover; the need for Zambianisation at the lower levels; and 

the establishment of new positions and the rec lass if ica tio n  of existing  

positions w il l  give rise to replacement needs, i t  follows therefore  

that ZCCM w il l  be in a position to identify  such future manpower 

requi rements.

Although the work on the manpower forecasting phase is s t i l l  at a 

preliminary stage, the guidelines on what w il l  be done to determine the 

future manpower requirements have already been id e n t if ie d .  For 

example, in the case of labour turnover, i t  is envisaged that i t  w il l  

be based on average wastage for each category of labour over a period 

of the preceding f iv e  years. Thus the forecasts of future manpower 

requirements w i l l  be based on the extrapolation of the past wastage 

patterns.

The labour requirements arising from Zambianisation w il l  be derived 

from the loca lisation  index. This index w il l  be determined from 

analysis of the progression routes for Zambians in given occupations. 

An assessment of the potential of the existing employees w il l  also form 

a part of the manpower plan. The assumption here is that Zambi­

anisation w il l  be effected through internal advancement as opposed to 

external recruitment. Since the forecasting of the replacement needs 

w il l  depend on the actual advancement of employees, r e a l is t ic  forecas­

t ing  w il l  require a predetermined p r io r i ty  for Zambianisation.

The forecasting of replacement needs resulting from re c la s s if i ­

cation of positions and establishment of new positions w il l  be based on 

the company’ s future plans regarding the expansion, reduction or even 

cessation of operations. Thus the manpower plan does not base i ts
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forecast of future manpower requirements on wastage alone but also 

examines a l l  other sources that are l ik e ly  to generate replacement 

needs and then works out to ta l  demand based on these variables.

On forecasting manpower supply, the plan has so fa r  iden tif ied  four

sources of supply: internal advancement within ZCCM; recruitment from

other companies and recruitment from outside the country. In order to  

determine the supply from the te r t ia r y  educational system, knowledge on 

the types of outputs of a l l  the relevant in s t itu tes  and courses run by 

the government and ZCCM w il l  be required.

The recruitment from the local labour market w i l l  require knowledge

of the country’ s work force and other factors. Such information w il l

take longer to co llec t and analyse. On the international labour 

market, the l im it in g  factor may be the remuneration packages offered by 

ZCCM and not necessarily the supply.

All to ld , the basic objective of MIAS is to develop strategies  

which w il l  enhance ZCCM’ s a b i l i t y  to maximise the u t i l iz a t io n  of i ts  

manpower in a systematic and planned manner.

8.4 CONCLUSION

In th is  chapter we have demonstrated that manpower planning is 

thought of as being synonymous with manpower tra in ing  and development 

in many of the responding INDECO companies. Evidence from the Head 

Office (and ZIMCO) also lends support to th is  find ing. As we have 

shown, the emphasis on the supply aspects of manpower planning has been 

necessitated by such factors l ike  the persistent existence of s k i l l  

shortages; the government’ s Zambianisation policy; the b e l ie f  that 

planning and budgeting for tra in ing  in i t s e l f  constitutes manpower
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planning; and the fact that INDECO has limited power to adjust i ts  

labour demand and compensatory polic ies . For these reasons, supply 

(quantity) and not the demand (price— pay) aspects have been the major 

adjustment instruments to labour shortages. Where only one aspect of 

manpower planning can be r e a l is t ic a l ly  affected (tha t is , tra in ing  and 

other supply measures), manpower planning becomes d i f f i c u l t  as the 

demand aspects remain r ig id  and in f le x ib le .

On the in s t itu t io n a l side, the analysis of manpower planning and 

management in ZCCM has demonstrated that computerizing the manpower 

information system would improve access to and re tr iev a l of the 

necessary data. The experience of ZCCM also suggests that centralized  

manpower planning arrangements— with local planning units at divisions  

or subsidiaries— may be the best approach under conditions of s k i l l  

shortages as i t  would not be practicable to have such expertise spread 

a l l  over the Group in individual subsidiary companies with l i t t l e  or no 

coordination. When such expertise is concentrated at a central un it,  

economies of scale may be realised. I t  is also possible for a corpo­

ration l ik e  INDECO to adopt a computerized manpower system sim ilar to 

the one being developed in ZCCM— the Manpower Inventory and Analytical 

System. Such a system would further improve the practice of manpower 

planning even without relaxing the present ZIMCO pay structure. In the 

context of declining employment and an unstable economy, adoption of 

manpower planning may become a major issue. The form of what th is  

planning should take is however a practical and contentious issue which 

has to be agreed upon by the various factions which make up an 

enterprise and which is also subject to a lo t  of other intervening 

factors. We therefore endeavour, in the next chapter, to suggest some
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approaches to manpower which INDECO companies may adopt and consider 

policy options with regard to reforming the ZIMCO pay structure.



CHAPTER IX

MODELLING MANPOWER PLANNING IN THE INDECO GROUP: 

METHODOLOGY1 AND POLICY OPTIONS

9.0 INTRODUCTION

We have demonstrated so fa r  that other than being a re la t iv e ly  new 

concept, manpower planning has been viewed by many in the INDECO Group 

to mean only tra in ing  and development. In the last chapter we analysed 

some of the reasons which have contributed to th is  state of a f fa irs .  

The purpose of th is  chapter is to contribute further to the under­

standing of manpower planning in the INDECO Group by analysing some of 

the existing manpower planning methods and consider whether some of 

these methods can, in turn, be u t i l is e d  by INDECO. Our main point of 

departure is that manpower planning in INDECO should widen i ts  scope to 

encompass a l l  the other aspects which a ffect employees. I t  is however 

recognised that existing s ta t is t ic a l  manpower planning models may not 

be applicable in the INDECO Group due to data and in s t itu t io n a l  

problems. This may be overcome in the long-run when, hopefully, more 

high qua lity  data w il l  become available .

The methods discussed in th is  chapter should help manpower planners 

in INDECO to formulate re a l is t ic  polic ies designed to deal with the 

following specific  problems:

( i )  In the context of the current deteriorating  and unstable 

economy and foreign exchange constraints, can there be s ign ifican t

Uhe term methodology is used here to encompass the various methods which an organization may 
employ to diagnose a problem, define i t  and design appropriate policy responses; and in evaluating 
the effectiveness of the various instruments used. For a further  discussion of problem solving 
methodology, see Johnson (1986).



benefits to be had from detailed and comprehensive manpower forecasting  

and planning? And i f  so, is i t  practicable?

( i i )  Given the inadequate manpower information systems both at the 

subsidiary and corporate leve l, is i t  possible, under existing budgets 

and resource constraints, to implement new modes of keeping and up­

dating manpower records?

( i i i )  With the persistent s k i l l  shortages in c r i t ic a l  manpower 

categories (engineering, technical, accountancy, management and sk i l led  

artisans) l ik e ly  to continue in future, are there co s t-e ffec tive  ways 

of improving the s k i l ls  of the existing and potential employees and 

thereby improve manpower effectiveness? Given the high cost of foreign  

tra in in g , what are the p o s s ib i l i t ie s  of increasing the effectiveness of 

internal company or external local formal training? In part icu la r,  

what should be done to increase confidence in the local types of 

tra in ing  as opposed to foreign training?

( iv )  With the ZIMCO pay structure continuing to be externa lly  

determined (as fa r  as individual subsidiary companies are concerned), 

are there a lte rn a tive  ways of a ttrac ting  and increasing retention of 

new s k i l ls  so as to reduce the costs associated with high labour 

turnover? I f  so, would these new measures be approved by ZIMCO and the 

government?

(v) How can the current conception of manpower planning to mean 

tra in ing  and development be widened? What other manpower planning 

approaches would be suitable for implementation in the INDECO Group of 

companies? Are the present personnel o fficers  and managers well placed 

to adopt the a lte rn a tive  approaches or do they need retra in ing in man­

power planning? Or should new specialised manpower planning units be 

introduced in each subsidiary company?
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The above l i s t  is not exhaustive but i t  serves to demonstrate the 

extent of the problems which INDECO w il l  need to resolve before i t  can 

rea lise  s ign if ican t benefits from implementing manpower planning. I t  

is therefore pertinent to recall the suggestion by Birks and Fyfe 

(1987) and Fyfe (1988) discussed in chapter I I  that manpower planning 

would be of l i t t l e  value i f  i t  is not addressed to specific  problems 

affecting  the organization. For these reasons they emphasised that the 

diagnostic approach to manpower planning should seek to identify  the 

reasons and causes of the existing manpower problems. By analysing the 

internal and external s ituations, individual firms would formulate 

polic ies which would deal with the causes of the existing and potential 

manpower problems. The diagnostic approach would, therefore, " . . .h e lp  

iden tify  problem areas at an early stage so that they can be understood 

and corrective actions considered that are re leva n t to  the cause o f  the  

problem" (Fyfe, 1988:312). For example, one of the main reasons why 

two INDECO companies experienced persistent recruitment d i f f ic u l t ie s

for works engineers (see Chapter V I)  is that they insisted on

unrea lis t ic  a ttr ibu tes  which are not easily obtainable in a labour

market with professional and sk i l led  labour shortages.

In attempting to o f fe r  some problem solving methodological 

approaches to dealing with the above questions, the chapter is 

organised as follows: section 9.1 presents the stages involved in man­

power planning and the data requirements; section 9.2 looks at the need 

for defining and c la r ify in g  manpower objectives and how the manpower 

information systems can be improved in the INDECO Group. In section 

9.3, we look at the methods of forecasting and modelling manpower 

requirements (demand) and section 9.4 looks at internal and external

supply. Section 9.5 looks at the personnel po lic ies  which aim at
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reconciling demand and supply— especially remuneration and benefits, 

conditions of service, job evaluation and personnel appraisals.

9.1 MODELLING MANPOWER PLANNING: THE STAGES

For the reasons given in Chapter V I I I  (§ 8 .1 .1 ) ,  the need for  

manpower planning in the INDECO Group has been recognised. The 

problem however is that i t  is largely seen to involve only tra in ing  and 

development. This misconception, as we have argued before, has been 

necessitated by the lack of appropriate manpower planning s k i l ls  within  

INDECO and also as a result of the pervasive s k i l l  shortages in the 

labour market. What then should be the model fo r manpower planning in 

INDECO? For a s ta r t ,  INDECO is a diverse organization with d if fe re n t  

subsidiary companies doing d if fe re n t  a c t iv i t ie s .  For th is  reason, no 

one model can be devised to cover the en tire  Group. As such we only 

look at the general stages which individual companies should follow, 

depending on th e ir  part icu la r  circumstances.

In the l i t e r a t u r e ,2 manpower planning is usually said to involve 

four phases. In practice however, internal and external circumstances 

w il l  determine which of these phases would be emphasised. In the

context of INDECO, we suggest manpower planning should proceed along 

the following stages:

1. Specify the reasons why the company needs to implement manpower 

planning. This would help in formulating appropriate polic ies and ide­

n t ify ing  the costs and benefits involved. Since manpower planning may 

mean a s h i f t  of resources from other competing uses, i ts  costs in terms

2See J. 8 ramham, Practical Manpower Planing. 3rd e d . , (London: In s t i tu te  of Personnel 
Management, 1982), f i r s t  published 1975, ch. 2.



of human, physical and financia l resources need to be c lear ly  assessed 

and the commitment and support of both top management and individual 

employees need to be established. This would fu rther help to integrate  

the manpower planning process with other company objectives and a c t i ­

v i t ie s  and thus define the role of the manpower planning department.

2. Examine the current approaches to manpower planning. In the 

case of INDECO companies, th is  would involve determining how the 

current policy which only emphasizes manpower tra in ing  and development 

can be further enhanced by improving career planning, remuneration 

packages, improving recruitment selection procedures, etc. The impli­

cations of the a lte rn a tive  approaches and th e ir  s u i ta b i l i t y  for the 

concerned company must then be care fu lly  studied.

3. Forecast manpower demand. The data needed to develop a model 

are s trateg ic  objectives, technological development, organizational 

development, organizational changes, l ik e ly  a v a i la b i l i t y  of foreign  

exchange (and thus inputs and spare-parts) and h is to r ica l variables.

4. Forecast the internal supply of s k i l ls :  data needed for  

modelling are the l ik e ly  changes in employment, wastage and i ts  

patterns, tra in ing  and development, internal transfers , promotions (and 

demotion), etc.

5. Forecast the external supply of s k i l ls .  Tf-lis w i l l  require data 

on a v a i la b i l i t y  of part icu la r  s k i l ls  in the local labour market, 

tra in ing  a c t iv i t ie s  of the te r t ia r y  educational system and how contacts 

can be established with these in s t itu tes ,  the s k i l l  implications of the 

contraction in employment of other major employers l ike  the c iv i l  

service and ZCCM, the demand of other organisations, the costs of 

recruitment, etc.

6. The manpower plan— implications and options. The plan w il l  aim
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at reconciling supply with demand by devising the following policies:

( i )  Supply: recruitment, promotion and transfers

( i i )  U t i l iz a t io n :  targets and methods

( i i i )  Development: i n i t i a l  and continuation tra in in g , retra in ing

and management development

( iv )  Personnel Policy: remuneration and benefits, conditions of

service, job evaluation and performance appraisal and,

morale and job satis faction .

7. The manpower plan— options for implementation.

8. The implementation plan.

9.2 DEFINING THE MANPOWER OBJECTIVES AND IMPROVING 

THE MANPOWER INFORMATION SYSTEM

I t  cannot be over emphasised that the modelling of manpower in the 

INDECO Group should take into account the problems l is ted  in section

9,0 above. In p a rt ic u la r ,  problems of recru iting  certain types of 

s k i l ls  l ik e  accountants, engineers, etc. in the local labour market 

would mean that more emphasis should be placed on tra in ing  and career 

planning so as to minimize the wastage of those trained at the expense 

of INDECO.

9.2.1.  DEFINING MANPOWER OBJECTIVES.

The demand for labour services is derived from planned company 

a c t iv i t ie s  l ike  production and sales. However, being a quasi-fixed  

factor (O i , 1962), i t  may not be easy for an organization to sack

excess labour as and when i t  pleases. For th is  reason, a manpower plan 

needs to be integrated with other company plans so as to avoid such
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problems. Moreover, the rea lisation  of organizational objectives 

depends on the quantity and qua lity  of the manpower. For these 

reasons, a manpower plan should c learly  specify the fo llow ing:3

(a) The types and l evels of s k i l ls  needed to rea lise  the current and

future objectives.

One main objective for manpower planning is to enable an organiza­

tion to id en tify  'trouble spots’ in time so that remedial policy 

actions can be sought well before the problems come to the head. For 

an organisation l ike  INDECO, i t  would be economical to concentrate on 

those manpower categories l ike  sk illed  artisans, technicians, 

engineers, accountants, and specialised managerial s k i l ls ,  which are 

c r i t ic a l  to i ts  survival but are in short-supply. In the past 

d i f f i c u l t i e s  in recruiting such labour has contributed to the poor 

performance of the Group.

The above argument is strengthened by the fact that over 70 per 

cent of INDECO’ s to ta l labour force are general workers (see chapter 

V I) ,  hence concentrating on the c r i t ic a l  and shortage occupation would, 

at least in the short-term, reduce the costs of implementing manpower 

planning. Furthermore, recru iting  and tra in ing of general workers is 

re la t iv e ly  easy as opposed to, say, accountants and engineers— and 

especially in the context of r is ing general unemployment in Zambia. 

Long-term forecasting for the general workers may therefore not be very 

necessary.

3United Kingdom, Department of Employment, Company Manpower Planning. Manpower Papers No. 1, 
(London: Her Majesty's Stationery Off ice , 1976), pp. 9-10; see also J. Bramham, op. c i t ,  ch. 8.
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( b) Whether to plan for the whole Group or Ind iv idual Subsidiary  

Companies.

The d ive rs ity  of INDECO as an enterprise means that a choice has to 

be made on whether to plan at the corporate (Group) or subsidiary 

level. Planning at the Group level may lead to economies of scale as 

manpower planning specia lis ts  w il l  be concentrated at one place. Such 

planning may be less accurate, especially in forecasting demand for the 

subsidiary companies. Unlike ZCCM which has one main a c t iv i ty ,  INDECO 

has many d i f fe re n t  a c t iv i t ie s  and as such, centralised manpower 

planning may not be very e f f ic ie n t  in the case of the la t te r .

As a compromise, the forecasting of supply can be done at the Group 

level e ither on an a c t iv i ty  and/or subsidiary company basis. These 

a c t iv i t ie s  can then be further complimented at the subsidiary company 

level. The forecasting and planning of demand, given the differences  

in jobs, should be done at individual company level so as to improve 

th e ir  accuracy. Such a planning system would be reinforcing and thus 

improve the effectiveness of manpower planning.

(c) The degree of accuracy and detail required.

There is usually a t ra d e -o ff  between a de ta i led  occupational fore­

cast and a r e l i a b l e  one. An analysis of the Quarterly Manpower Reports 

sent to INDECO Head Office show that there is hardly any movement 

between and within the general, c le r ic a l ,  supervisory, technician, and 

middle and senior management occupational categories. The question on 

forecasting and planning manpower is whether to follow th is  nomen­

clature or whether to break each occupational category into further  

smaller groups. I f  the former is followed, forecasts are l ik e ly  to 

become more unreliable as the margins of error are l ik e ly  to be high.
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I f  the la t te r  is adopted, accuracy may be improved but i t  may prove to 

be more expensive. Thus, a t ra d e -o ff  has to be made.

(d) The length of the forecasting period.

With the current unstable economic conditions, the actual planning 

horizons may have to be reduced from the current f ive  years to one or 

two years. That is , the f iv e  year plans should be regarded as perspe­

ctive plans with actual planning restric ted  to one or two years. But 

where planning is for say engineers, f ive  to ten years planning

horizons may be necessary to give INDECO the necessary 'lead tim e’ to 

take the remedial actions. I t  takes f iv e  years to t ra in  an engineer at 

the University of Zambia, and about as many years for a recru it with a 

bachelor of accountancy to qua lify  as a professional accountant. As a 

rule, the planing period chosen should be long enough to allow INDECO 

to make the necessary manpower supply adjustments in the l igh t  of i ts

changing requirements.

As is the case in ZCCM, detailed planning is done for up to two

years. This is necessitated by the v o la t i l i t y  (and uncertainty) of the

world price of copper, the production costs and the national economy. 

These plans are however revised annually or whenever necessary so that  

changes in the circumstances are incorporated into the revised plans. 

The main aim here would be to ro l l  the plans at each revising interval 

without necessarily changing the length of the perspective planning 

hori zon.

9 .2 .2 . IMPROVING THE MANPOWER INFORMATION. SYSTEM.

I t  has been acknowledged in the INDECO Group that the lack of the 

necessary information impedes the implementation of manpower planning.
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(see chapter V I I I ,  § 8 .1 .3 ) .  The need for computerising the manpower 

information system so as to f a c i l i t a t e  easy access, up-dating and 

re tr ieval  has also been recognised. Before the computerising of the 

information can be done, the necessary data has to be collected. I t  is 

the col lect ion of the necessary information which would pose some 

problems: what types of information to collect;  coverage; how detai led;  

and whether INDECO companies would have the necessary resources to 

ef fect  th is .

The manpower information system needed should enable INDECO 

companies to do the following:

(a) describe the past, present and future manpower stocks through 

age, sex, length of service, educational qua l i f icat ions,  basic s k i l l s ,  

etc. d istribut ions

(b) to provide s ta t is t ic a l  trends which are l i k e ly  to influence 

future plans: recruitment, promotions, wastage, vacancies, t ransfer ,  

occupational changes, changes in earnings, t ra in ing costs, etc.

(c) to understand the external environment, that is,  to have 

information on trends in the labour market, educational trends, s k i l l  

shortages, population composition, a c t iv i t i e s  of competitors, etc. On 

the economic front ,  to have data on the a v a i l a b i l i t y  of foreign excha­

nge, national economic environment, government polic ies ,  etc.

(d.) to make aware the manpower planner of the company’s current and 

planned a c t i v i t i e s  by making available information on capital  

investment plans, the product and input markets, marketing strategies,  

f inancia l  and p r o f i t  targets,  etc.

As we demonstrated in chapter V I I I  (§ 8 .3 .3 ) ,  adoption of a compu­

terised manpower information system l ike  MIAS would require a lot  of 

information covering jobs, s k i l l s ,  tra in ing,  performance, etc.  Yet the
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current quarterly manpower reports sent to the Head of f ice  by the 

subsidiary companies can be modified to provide most of the data 

required for  manpower planning both at the subsidiary and corporate

levels. These improvements can be achieved through the following:

(a) by summarising employees’ data, say in a labour analysis book, 

by age, sex, educational qual i f icat ions,  occupation, department, length 

of service, etc.  For th is  to happen, the various personnel managers 

have to be made aware of benefits of keeping information in such a 

summarised form as opposed to keeping records in personal f i l e s .  I t  

has to be stressed that such a summary should not be a simple l is t in g

but a structured method which may be coded so as to make up-dating

easier and hence simpler to use and more informative (see Bramham, 

1982:159-160).

(b) the present grouping of available manpower into general,

c le r ic a l ,  supervisory/technician, middle management and senior manage­

ment, are too broad to the extent that they f a i l  to show any internal  

mobil i ty within any given occupational category l ike  promotions and 

demotion. I t  would be helpful i f  each occupational category is further  

broken into smaller groups so as to show movements l ike  promotions from 

one grade to another, occupational changes and demotion. The reporting 

only of recruitment into and separation (wastage) from certain occupa­

tional categories gives the impression that these are the only manpower 

movements. But that is,  cer ta in ly ,  not the case.

(c) at present, wastage flows are categorised into d i f fe ren t  types. 

Although th is  is helpful,  i t  is of l i t t l e  use for  planning purposes for 

i t  f a i l s  to reveal the age and length-of-service distribut ions of the 

affected employees at leaving. I f  such data can be added, i t  may 

fur ther enhance the value of wastage trends for i t  w i l l  show the



-332-

probabi1i t i e s  of employees leaving a f te r  serving certain periods with 

the company.

(d) vacancies; for how long they have existed, in which occupation 

and what is being done about them should be e x p l i c i t l y  reported as 

opposed to the present practice of deducing them from the variance 

between the actual and authorised establishments, that is,  i f  the 

former is lower than the la t te r .

(e) Given the current economic d i f f i c u l t i e s  and foreign exchange 

constraints,  i t  might be useful to indicate whether or not there are 

enough inputs and spare parts over the coming quarter that would 

guarantee present or forecast levels of employment.

( f )  more deta i ls  ought to be given on the average changes in pay 

and other conditions of service.

(g) there is need for  uniformity.  For example, some companies give 

very detai led reports while others do not. On t ra in ing ,  there is also 

a tendency to give deta i ls  of the costs of local t ra in ing but ignoring 

the expensive foreign tra in ing.

9.3 MODELLING DEMAND

The demand for  labour is not only derived but also uncertain. That 

future demand for labour services is based on forecast production, 

sales, changes in technology used and the organization, makes this  

uncertainty real for there is no guarantee that the assumptions on 

which the forecasts are based would a c t u a l l y  obta in .  For INDECO, whose 

dependence on foreign inputs and spare parts is very high, the degree 

of uncertainty and vu lnerab i l i ty  is s ignif icant .

Other than the uncertainty surrounding the a v a i l a b i l i t y  of foreign
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exchange and materials,  INDECO’ s d ivers i ty  means that forecasting the 

demand is very d i f f i c u l t .  This is because forecasting demand amounts 

to forecasting the number of jobs which w i l l  become available in future  

in a given organization. Since there are marked differences in jobs 

(even those with s imilar  nomenclatures), i t  is said that the existing  

s t a t is t i c a l  methods are s t i l l  not very robust as to deal with such 

problems (Bartholomew and Forbes, 1979).

There are however two main approaches to forecasting manpower 

demand:4 the trend method and forecasting work load.

9.3.1 FORECASTING THE TREND

The trend method uses past observed data to determine the trend. 

The trend is then extrapolated over the forecast period. The main 

weakness of th is method is that i t  equates the attained levels of  

manning with the required levels.  I t  also assumes that the past 

experience w i l l  continue into the future without s igni f icant  changes. 

Where persistent sk i l led  and professional labour shortages have been 

experienced, the attained s k i l l  mix would have fa i le d  to reach the 

levels rea l ly  desired. Moreover, INDECO’ s current policy of reducing 

employment renders projecting past trend into the future, by i t s e l f ,  

unrea l is t ic  and inaccurate.

These weaknesses are highlighted in a study cited by Bartholomew 

and Forbes (p. 234) (Rowntree and Stewart (1976)) which used the trend 

method to plot the principal grade of the Br i t ish c i v i l  service for  the 

years 1963 to 1973. Over th is  period, a constant annual growth rate of 

6 per cent was observed. They f i t t e d  an exponential growth curve using 

least squares. The f i t  was very close between 1963 and 1973. However,

4D, J. Bartholomew and A. F. Forbes, S t a t i s t i c a l  Techniques for Manpower Planning. (Chichester:  
John Wiley and Sons, 1979), pp. 233-234; United Kingdom, op. c i t ,  pp. 23-33.
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when the 6 per cent annual rate was used to forecast up to the year 

2000, the number of principals became impossibly high. This demonst­

rates that when the trend method is used, the forecast period should 

not be very long. In addit ion, other non-sta t is t ica l  information and 

considerations l ike  executive judgement must be used so as to improve 

the accuracy of the forecasts,  especially in the short-term.

In INDECO where employment levels may be influenced by the trade 

cycles (as exemplified by the a v a i l a b i l i t y  of foreign exchange and 

materials) and where the policy of 'h ir ing and f i r i n g ’ may not be 

practicable,  the average work load and the rates of capacity u t i l i ­

zation would determine the manning levels.  Thus, before the long term 

trend is established, seasonal var iations and/or the ef fects  of the 

trade cycle should be el iminated.

9.3.2 FORECASTING WORKLOADS

These methods use both time series and correlation techniques to 

estimate workloads and then t ranslate  them into manning requirements. 

They are based on the assumption that past and present relationships  

between the variables studied w i l l  not change s ig n i f ican t ly  over the 

forecast period. For example, i f  the rat io  of drivers to sales is 

known, such a ra t io  w i l l  be multipl ied with forecast sales to arr ive at 

the estimate of required drivers over the forecast period. Where 

'work’ involves more than one task of unequal magnitude, forecasting 

workloads may become problematic5 as the relationships w i l l  not be

5Such problems may be overcome by using pr incipa l  component and factor  analyses. Since these 
methods are s t a t i s t i c a l l y  complex, we shal l  not go into fur ther  deta i ls  here but an interested reader 
should see the fol lowing works: for factor  analysis:  Lawley and Maxwell (1971) ,  Kendall (1975) ,  and 
Harman (1967) .  For appl icat ion to manpower planning see Rowntree and Stewart in Smith (1976);  and for 
pr incipa l  components see Kendall (1975) and Kendall and Stuart  (1976).  S t a t i s t i c a l  computer packages 
l i ke  BNDP are s pec i f i c a l l y  designed to deal with mul t ivar iate and dimensionali ty problems.



unique. Workloads may be forecast by using work study, productivity  

indices and regression analysis.

(a) Work Study

Work study,6 seeks to determine the quantity and quali ty  (types of 

s k i l l s )  of labour, capital  and other inputs which are needed to produce 

a given level of output. Work study may be the best method for  INDECO 

companies, given the current policy of reducing employment, as i t  helps 

to ident i fy  areas where excess labour and/or s k i l l  shortages exist  and 

thus help in formulating future manpower strategies.  In addit ion, i t  

would further improve managements’ d irect  knowledge of the production 

process.

The f i r s t  step in work study is to convert forecast output into 

annual production schedules (and i f  possible monthly schedules for the 

f i r s t  year of the plan), from which the manpower requirements w i l l  be 

determined. This would help to answer the fol lowing questions:

( i )  what is to be made or done?

( i i )  the quantit ies involved?

( i i i )  the operations or methods needed to carry out the work?

( iv )  the plant,  equipment, inputs, spare-parts and tools

requi red?

(v) the amount, type and quality  of labour required?

(v i )  how long each operation is expected to take?

( v i i )  how much inputs, spare-parts,  plant and equipment are

available?

( v i i i )  how much labour, of the types and quali ty  necessary, is

available?

6The work study method out l ined here draws heavily from the United Kingdom, 1975, op c i t .  pp.
2 8 - 3 0 .



The information on item ( v i i i )  may be obtained from company 

manpower information system ( i f  the system is well maintained), while 

information on items ( i i i ) ,  (v) and (v i )  may be determined through 

method study and/or work measurement. I t  is however very unlikely that  

many INDECO companies do th is .  That on required and available plant  

and inputs, etc.  may be determined from the corporate plan and other 

accounting documents. After  the information is collected and analysed, 

the work load [items ( i )  and ( i i ) ]  may then be worked out so as to 

determine the required man hours for  each class of labour.

As an i l lu s t r a t io n ,  suppose one of the INDECO m il l ing  companies 

projects that i t  w i l l  produce 800,000 maize meal bags (25 kilogram 

each) per year over a three year planning period. Past experience

(and/or work measurement by assumption) shows that i t  takes 8 workmen 

to produce 120 bags per working day (subject to plant and machinery 

being in good working condition and inputs a v a i l a b i l i t y ) .  The man days 

required are

800,000  = 53,333 man days
15 (bags per man day)

The man years required are

________ 53,333__________________= 178 man years
300 (working days per year)

Thus, to produce 800,000 bags of maize meal, 178 workmen may be

required in the mil l ing  department per annum over the forecast period.

Such an estimate may then be adjusted for l ik e ly  wastage and

absenteeism and hence determine l ik e ly  recruitment and tra in ing for  the 

department. I f  for some reason the production targets are not met, the 

company may consider t ransferr ing some of the workmen to other 

departments, or reduce the number and/or size of sh i f ts .

The main weakness of the work study method is that i t  may only help
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to asses the manpower requirements for  d i rect ,  and not indirect  labour. 

This may be overcome by using ratios of di rect  to indirect  labour. I t s  

main strong points are that i t  uses data which is already available— 

the estimates for  production and sales— in as long as they are 

reasonably detai led and accurate. Even where the estimates are not 

very accurate, a calculation of the manpower requirements over a three 

year period would indicate to the company the direction of the future 

manpower problems.

( b) Labour Productivity

Both work study and productivity seek to establish the e f fec t ive ­

ness of the human content in production. Their main difference is that  

work study centres on establishing the man hours needed per unit  of 

output, while productivity is the inverse, that is,  output per man 

hour.

Conceptually, the forecasting of manpower requirements using produ­

c t i v i t y  indices seems easy: divide output (value added) by labour 

productivity .  In practice, th is method has some problems: measuring of 

output; changes in the product mix and quality; and price changes. 

Measuring output of indirect  labour categories l ike  secretaries and 

accountants presents another set of problems.

Because many INDECO companies have more than one type of output, 

value added and not physical output should be used. Value added being 

output in constant prices less the cost of bought in goods and services 

used in production. The changes in the stocks of f inished goods, work 

in progress and inventories should be added to value added. Stock 

appreciation must also be taken into account (S i lve r ,  1983:53).

I f  f  is the forecast period, P and Q price and quantity of output,
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respect ively, p and q are prices and quantit ies of inputs, respe­

c t ive ly ,  0 , 1, . . . , n the past periods (annual) data, and m man hours 

worked. Labour productivity at constant period f  prices is given for  

periods 0 , 1, . . . , n by

IPfQo-Zpfgo: I P f Q i - I p f a i : . . .  ; IPfQn-IPfQn = IPoQo  -  I p o q o______
mo mi mn IPoQo/IPfQo iPoao/lPfao

mo

I E 1 Q1 _  -  I p i  Qi_______  ; . . .  ; IPnQn -  IPndn______
ZP1 Q1 / I P f Qi IP1Q1/IPfai  IPnQn/IPfQn______ IPnOn/ZPfQn (9 .1 )

mi mn

Value added should not be deflated by the price of output only as 

th is  includes the ef fects  of the changes in the terms of trade (Sato, 

1976). In Zambia, the output (that  is,  value added) and cost of other 

inputs may be deflated by the relevant wholesale price index (or GDP 

def lator)  published by the Central S ta t is t ica l  Off ice,  and labour costs 

may be deflated by the average consumer price index.

Forecast demand for  period f  may be obtained by extrapolating the 

labour productivity  trend calculated as above and then divide into 

forecast added value (at period f  prices).  Since period f  prices and 

quanti t ies (and th e i r  respective re la t ive  changes between periods n and 

f  are unknown), assumptions ( for  example, price mark-ups based on 

previous experience) have to be made about these. For these reasons, 

Silver  (p. 54) argues that  even i f  the above methodology of calculating  

labour productivity is correct, errors may arise from the following 

factors:

(a) omitt ing price changes of a l l  inputs and outputs, especial ly  

where data is not available,  in the respective def lators;

(b) inaccurate forecasts of expected re la t ive  input and output 

prices in the forecast period; and
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(c) inaccurate forecasts of expected physical inputs and outputs in 

the forecast periods.

All  these errors are l ik e ly  to be s ign i f icant  in the INDECO 

companies, owing to th e i r  dependence on imported capital  goods and raw 

materials.  Forecasting the a v a i l a b i l i t y  of foreign exchange and the 

exchange rates of the kwacha is very d i f f i c u l t  and prone to errors.  

Another weakness of the productivity method in INDECO is that past 

productivity indices are not ' t r u e ’ because of slack capacity. Had 

capacity been f u l l y  u t i l i z e d ,  the productivity indices may have shown a 

d i f fe ren t  trend. That apart,  the method of extrapolating productivity  

indices to forecast demand assumes that productivity is only influenced 

by time. This is not the case (S i lve r ,  pp. 55-59):

( i )  organizational changes and the changes in the scale of 

operations may increase (decrease) productivity without necessarily 

changing the levels of employment— for example, implementing work study 

or improving the economies of scale may improve productivity.

( i i )  there may be changes in the rat io  of services provided by 

capital re la t ive  to labour. For example, changes in the quality  of 

capital and/or changes in the ' e f f o r t 5 by labour (especial ly i f  

incentive schemes are introduced) may change the capita l - labour rat io  

and thus change productivity.

( i i i )  i f  in the past there was slack capacity, the capita l- labour  

rat io  would show that labour is receiving more capital  services.  

However, th is  may not be the case. I f  during the forecast period 

capacity u t i l i z a t i o n  improves, the value of capital  may remain the same 

but more labour may be employed or the same labour may be intensively 

u t i l ize d :  in the former case, a f a l l  in the capita l - labour rat io  w i l l  

be suggested, in the l a t t e r  case, improved labour productivity may
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obtain. As such, the value of capital  stock must be fur ther  adjusted 

to re f lec t  the changes in the levels of capacity u t i l i z a t io n .

(c) Regression Analysis

Regression analysis seeks to estimate an equation which describes 

the relationship between the manning level and the factors which 

influence i t .  I f  employment is a function of output, technology used, 

company employment policy, general economic a c t iv i t y ,  e tc . ,  the task 

would be to regress employment on these factors. I f  L is the manning 

level (employment) and x i , X2 , . . . ,  xr  are the factors which influence 

i t ,  the problem is to f ind a formula from which L can be predicted. 

Thus

L = f ( x i , X2 , . . . ,  Xk) (9 .2)

Depending on the quali ty  and a v a i l a b i l i t y  of h istor ica l  data, 

equation 9.2 may be estimated. Regression equations take d i f fe ren t  

forms: they can be of the Cobb-Douglass production function type;

l inear  or non-l inear.  In practice, the l inear equation is usually pre­

ferred and i t  takes the form

L - 0o + (3iXi + 02X2 + . . .  *  0kXk (9 .3 )

where 0o is the constant term, 0 i , . . . , 0 k  are coeff ic ients  of the 

respective variables which influence L.

In the INDECO companies, employment may be regressed on value added 

(or turnover),  a v a i l a b i l i t y  of inputs (or levels of capacity u t i l i ­

zation) ,  capital  stock (book value),  and a dummy variable to re f lec t  

changes in employment policy. All monetary variables should be at 

constant prices. Depending on the significance of the coeff ic ients  of 

the independent variables ( x-var iables)  and the explanation power (R2 )



of the equation, the estimated equation can then be extrapolated to

forecast the manning l e v e l . 7

9.4 MODELLING MANPOWER SUPPLY

With the current policy of reducing employment, modelling manpower 

supply in the INDECO companies should aim at identifying those 

positions which w i l l  be phased out and those which w i l l  not. For those 

positions which are to be phased out, i t  has to be decided how this  

w il l  be achieved: whether through voluntary or compulsory redundancies. 

For the positions which are to remain, the task is to estimate the 

l ike ly  future supply of s k i l l s  taking into account such things as

wastage and current tra in ing a c t iv i t i e s .  The assumption being made 

here is that the concerned companies have detai led and adequate data on 

the i r  manpower stocks and flows. Analysis of such information w i l l  

enable a company to ident i fy  the inherent weaknesses in i ts  s k i l l  

structure.

In terms of present and future a v a i l a b i l i t y  of s k i l l s ,  INDECO

companies would need to answer the following questions:

(a.) how much of the present labour and s k i l l s  are l ike ly  to remain

with the organization over the forecast period?

(b) would the current t ra in ing a c t iv i t i e s  be enough to meet both 

the exist ing s k i l l  shortages and those over the forecast period? Would 

the current policy of reducing employment not lead to s k i l l  crises in 

future i f  production levels increase?

7AIthough regression analysis is r e l a t i v e l y  easy and has wide a p p l i c a b i l i t y ,  i t  has major draw­
backs, especial ly when applied by people who are not conversant with s t a t i s t i c a l  theory. For a 
discussion of such problems and how to overcome them, see Bartholomew and Forbes, op. c i t .  
pp. 244-47.
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(c) for  the occupational categories l ike  engineering, accountancy, 

etc. where recruitment d i f f i c u l t i e s  have been experienced in the past, 

is the si tuation l ik e ly  to improve or worsen in future? And i f  so, to 

what extent? I f  recruitment d i f f i c u l t y  is l ik e ly  to continue in the 

local labour market, is there enough foreign exchange to a t t rac t  and 

retain expatriate labour?

(d) in which s k i l l  categories are benefits l ik e ly  to be had from 

the current contraction in employment in the c iv i1-serv ice  and ZCCM? 

What are the l ik e ly  recruitment costs of such ski l ls?

(e) to what extent are the government’ s employment and manpower 

policies favourable to the company’ s s k i l l  needs? Are there posit ive 

developments in the tra in ing a c t i v i t i e s  of the t e r t i a r y  educational 

system that  are l ik e ly  to improve the supply of needed s k i l l s  in the 

future?

Answers to the above questions would help individual companies to 

c la r i f y  th e i r  s k i l l  positions and thus help them to formulate 

appropriate policies to deal with any such s k i l l  problems. For a large 

conglomerate l ike  INDECO, i t  may be able to influence and not just  

react to events. For example, lobbying the government and better  co­

ordination with the local ins t i tu t ions of higher learning may improve 

the supply of some of the s k i l l s  which are inherently in short supply.

The above s k i l l  analyses w i l l  come to nothing unless the INDECO

companies are able to predict wastage. Wastage trends may be used to

determine how much of the present and potential  (new recrui ts) s k i l ls

are l ik e ly  to be lost over the forecast period. Knowledge of wastage

would thus enable the companies to design remedial pol icies and plan 

th e i r  recruitment and t ra in ing a c t iv i t i e s  well in advance. The 

companies should also be able to predict the structure of the i r
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manpower stocks and flows by analysing promotions, transfers and the 

changes in the age structure.

9.4.1 ANALYSIS OF WASTAGE

Wastage affects the current and future a v a ila b ility  of s k ills . For 

th is  reason, i t  is of prime importance in manpower planning. As we 

discussed in chapter I I ,  wastage rates tend to decrease with Increasing 

age, length of service, s k ill  and responsibility, and they tend to be 

higher for females than males, and decrease s lig h tly  when the level of 

unemployment rises.

Generally speaking, these predictions may be applicable in Zambia. 

An exception may be on the s k i l l—that is , the existence of dynamic 

s k ill  shortages would imply that the demand for sk illed  and profe­

ssional labour is not usually met and as such, labour turnover among 

these occupational categories is expected to be high (see chapters IV 

and V I). Since the Zambian labour market is segmented (Cain, 1976; 

Edwards et a l . ,  eds., 1983), the coexistence of high rates of unemp­

loyment and sk illed  labour shortages means that voluntary wastage rates 

are lik e ly  to be lower among the less sk illed  (where competition for 

jobs is high but demand low— secondary segment) than the high level 

skilled  and professional (where competition for jobs is re la tive ly  

lim ited, supply low and demand high— primary segment) labour 

categories.

For purposes of studying and predicting wastage, INDECO companies 

have to break th e ir  heterogeneous work force into fa ir ly  homogeneous 

sub-groups with sim ilar factors affecting th e ir  propensity to leave the 

organization (Bartholomew and Forbes, 1979:13). Such groupings can be 

based on s k ill  categories, age and/or lengths of service d istribution .
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I t  was pointed out in chapter I I  that the 'crude’ labour turnover rate 

(expressed as a percentage proportion of leavers in a given period to 

average employment in that  period) may be easy to calculate but i t  is 

of l i t t l e  value when applied to a heterogeneous work force. I t  is thus 

not possible to compare d i f fe ren t  manpower systems using the 'crude’ 

rates. But i f  such rates are read with respect to s k i l l  categories or 

lengths of service d is t r ibut ion ,  they become more informative and 

revealing. We suggest that the analysis of wastage in the INDECO 

companies should proceed by grouping leavers and those who remain into 

th e i r  respective s k i l l  and lengths of service distr ibut ions.

Depending on the types of data available,  wastage can be analysed 

and predicted through d i f fe ren t  methods. All  the various methods seek 

to estimate the following probabi l i ty functions:6

(a) The Probabil i ty  Density Function ( f? ) ,  the probabil i ty  that an 

employee w i l l  leave with a length of service in the interval ( x i , 

X i + i ) .  This probabil i ty  corresponds to the expected re la t ive  frequency 

distr ibut ion  of the lengths of service completed before leaving for a 

batch of recrui ts.

(b) The Force of Separation ( q i ) ,  the probabil i ty  that an 

individual who has attained a certain length of service leaves in the 

interval  ( x i  ,  X i + i ) .  This is conditional probabil i ty .

(c) The Survivor Function (Gi ) ,  the probabil i ty  that  an individual  

w i l l  survive for  a length of time x, that is,  survive to time x.

Non-parametric methods l ike  cohort and census analyses can be used 

to estimate the above probabil i ty  funct ions.9 The cohort analysis

8A. F. Forbes, "Non-parametric Methods of Estimating the Survivor Function", The S t a t i s t i c i a n . 
1971, 20, 1, pp. 27-52 and Bartholomew and Forbes, op c i t . ,  ch. 2 and 3.

90ther models which describe the wastage process include the exponential (or constant r i sk ) ,  
the mixed exponential,  network and the log-normal. For a discussion of each, see Bartholomew and 
Forbes, op. c i t ,  pp. 47-55.
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studies wastage patterns of a group of recruits who joined an 

organization at about the same time (cohort). But where such histo­

rica l data are not generally available, as is the case in INDECO 

companies, the cohort method would not be practicable. This method 

also has other procedural and theoretical problems. For these reasons, 

the adjusted cohort method has been suggested instead as i t  uses only 

the stock or in-service distributions (Forbes, 1971).10

The census method uses cross-sectional data to analyse and predict 

wastage patterns. The method uses the data on leavers’ CLS d is t r i­

butions and the in-service length of service (LS) d istributions. The 

transition  and central wastage rates calculated from such data would 

help estimate the wastage patterns and the above probability functions. 

The functions would then be used to predict wastage patterns, e ither by 

using the trend, graphic, or the method of percentage points. Given 

the uncertainty surrounding manpower forecasting, Bartholomew and 

Forbes stress the importance of calculating the forecast errors. The 

usual mistake made when forecasting wastage is the im p lic it assumption 

that the previous observed rates would continue. As both age and the 

length-of-service increase for the vulnerable groups th e ir  probability  

of leaving becomes smaller—thence inaccurate forecasts. For a

s ta tis tic a l specification of these models, see appendix VIIA.

In addition to studying wastage rates, as above, dynamic models may

10Although i t  is easier to estimate the survivor function using the cohort analysis method, i t  
has a number of theoretical and practical limitations (Forbes, 1971:38): (a) the data collection may 
take time since for a completed record, i t  is necessary to wait until the last member of the cohort 
has le ft--th is may be up to forty years after entry; (b) even i f  we censor, ie. do not wait for 
everybody to leave, i t  may require 5 to 10 years before any useful result are obtained, and extrapo­
lations may s t i l l  be necessary for those which are outside the observed time periods; and (c) i f  the 
completed length of service (CLS) distribution is changing with calendar time, the cohort estimate 
will not reflect current wastage patterns.
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may be used to represent the leaving process (Clowes, 1972). Clowes’ 

dynamic model of labour turnover together with that of Herbst (1959) 

have been termed by Bartholomew and Forbes as network models— employees 

in an organization are viewed as passing through d i f fe ren t  states.  

That is,  recrui ts w i l l  f i r s t  undergo a period (s ta te )  in which they t ry  

to adapt to the ways of the company. I f  th is  is successful, they 

become committed to the organization, and i f  not, they leave. Those 

who become committed w i l l  eventually leave the organization through 

resignations, deaths and retirement.  Diagrammatically, the model is 

presented in f igure 9.1.

Figure 9.1 Clowes’ Two-Stage Dynamic Model of Labour Turnover

COMMITTED
RECRUITS ---------------- te-------------> EMPLOYEES

A B

\ /
\ /

/  k s

where: k i  = rate at which recrui ts leave the company; 

k2

f<3 -

rate at which recruits  adapt to the ways of the 
company and becoming committed to the organization.

rate at which committed employees gradually leave the 
organization through resignation, retirement,  sickness 
or death.

The parameters ( k i , f<2, /ca) are f i r s t  order constants which show 

the rate at which employees transfer  from one state to another in a 

given time in terva l .  The rectangles represent the d i f fe ren t  stages 

(states) of an employee’ s interaction with an organization: i n i t i a l
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( induction— A), mutual (committed— B), and zero ( leave— L) interaction.

Clowes11 estimated the three parameters from empirical data 

(obtained from secondary sources). I t  was found that

(a) the value of ki  tends to increase as the rate of labour 

turnover increases;

(b) the value of k2 tends to be constant across d i f fe ren t  

organizations. This would imply that "the process of adaptation of

individuals to organizations occurs at a rate which is re la t ive ly  

independent of the organizational factors" (Clowes, p. 249).

Clowes argues that since the value of k2 is constant, the values of 

ki  and k3 would describe the nature of the organization. I f  ki  is

large, a high proportion of the recruits w i l l  leave the organization 

very rapidly.  This may e i ther  be due to the f a i lu r e  of the recrui ts to 

adapt to the ways of the company or the fa i lu re  of the la t t e r  to help 

the former to adapt. I f  the former case is applicable,  then selection  

procedures need to be improved, and i f  the l a t t e r  case, then on-the-job  

t ra in ing and/or orientation are unsatisfactory and thus need to be

reviewed. A high k3 would suggest that an organization is even losing 

committed and experienced personnel.

In INDECO companies th is  process may be applied to those employees 

who have just  f inished the i r  t ra in ing and new employees who are on

probation. Employees who have completed tra in ing are usually bonded 

for periods of up to three years. For the sake of argument, we shall  

denote such bondage periods as the i n i t i a l  period under which the 

affected employees should adapt. I f  they do adapt within the bondage 

period, then they are l ik e ly  to stay on for a longer period. I f  they

11 Clowes (p. 247),  however, acknowledges that i t  is not possible to dist inguish between 
uncommitted recrui ts  and committed employees, except by questioning. Such a d ist inct ion is only 
possible between those who remain and those who have l e f t  an organizat ion,
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do not, then they may leave. I t  may thus be useful to study the

wastage pattern of sponsored employees and determine whether a trend 

can be discerned. I f  the ra t io  of k2 /(*•* + fo) is high, i t  would mean 

that few are leaving and as such, less resources would be spent on 

t ra in ing and recruitment. Such a high rat io  would improve the s k i l l

structure of INDECO companies and hence ease the s k i l l  shortages

problem.

The value of the dynamic model l ies in i ts  a b i l i t y  to ident ify  

possible areas l ike  selection and t ra in ing procedures, and career 

development, especial ly for committed employees, which may need to be 

improved so as to improve the retention of s k i l l s .  The model is based 

on the assumption that labour turnover is usually caused by poor 

recruitment and engagement procedures, and poor induction whereby new 

employees are given l i t t l e  or no information about th e i r  jobs and the 

company. Poor physical conditions of service, long hours worked, poor 

pay structure, and l imited career and s k i l l  development may also 

contribute to high labour turnover.

For example, when asked in the survey to indicate whether the i r

respective employers could improve the i r  recruitment and engagement 

procedures, 49 employees thought that th is was necessary. Table 9.1 

demonstrates that about 37 per cent of these f e l t  that recruitment 

should be based on merit ,  that is,  employ only quali f ied and

experienced personnel. Nepotism and corruptive practices should be

discouraged. Another 37 per cent f e l t  that employers should provide

more information on the company to new recrui ts ,  improve induction 

procedures and place new recruits  in jobs which they are suited.

Others suggested that interview panels should be composed of people who 

are neutral and knowledgeable about the jobs in question, advertise the



positions f i r s t  before recrui t ing and not vice-versa, and reduce the 

probation period from six to three months.

Table 9.1 Employees’ Suggested Changes in Recruitment Policy

Educational
Level

Base
recruitment  
on merit

Provide 
Information 
on company/lob

Interview panel Improve Induction 
be knowledgeable and placement 
and neutral

Advertise 
post f i r s t

Other ROW
TOTAL

Grade VI I 2 * _ _ 2
100.0 - - - - - 4.1

1.1 - - - - -

Form 11/III _ _ 1 1 . _ 2
- - 50.0 50.0 - - 4.1
- - 16.7 11.1 - -

Craftsmen 5 1 2 5 _ 2 15
33.4 6.7 13.3 33.3 - 13.3 30.6
27.8 11.1 33.3 55.6 - 40.0

Form V/GCE 6 1 . 1 _ 8
75.0 12.5 - 12.5 - - 16.3
33.3 11.1 - 11.1 - -

Diploma 2 3 1 _ 1 3 10
20.0 30.0 10.0 - 10.0 30.0 20.0
11.1 33.3 16.7 - 50.0 60.0

F i rs t  Degree 3 2 _ 1 6
50.0 33.3 - - 16.7 - 12.2
11.1 22.2 - - 50.0 -

Postgraduate _ 1 _ 1 _ _ 2
- 50.0 - 50.0 - - . 4.1
- 11.1 - 11.1 - -

Other Professional - 1 2 1 4
- 25.0 50.0 25.0 - - 8.2
- 11.1 33.3 11.1 - -

TOTAL 18 9 6 9 2 5 49
36.7 18.4 12.2 18.4 4.1 10.2 100.0

Note: The decimal f igures below each frequency are, respect ively,  row and column percentages.

Source: Employees Questionnaire, Question 7b
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This type of empirical evidence, though not conclusive, serves to 

demonstrate that INDECO and other companies may have to place more 

emphasis on those aspects which a f fect  job sat is fact ion .  Failure to do 

so would imply increased wastage and/or ineff ic iency result ing from job 

dissat isfaction.

9 .4 .2  MODELLING MANPOWER STOCKS AND FLOWS

In the analysis and prediction of wastage we are mainly interested 

in homogeneous sub groups of the work force. Since the work force is 

heterogeneous and dynamic, we need models which study the behaviour of 

the manpower system over time. There are basically  three classes of 

models based on the Markov chain theory which deal with th is  problem: 

Markov, Renewal (KENT— vacancy chain), and Cambridge (career patterns— 

steady state)  models study the behaviour of (and to control) the 

manpower system under d i f fe ren t  assumptions. Following Bartholomew and 

Forbes (1979) and Edwards, et a l .  (1983), we b r ie f ly  discuss these 

models below and in appendix V I I .

(a) Markov Models

The transi t ion  models based on the theory of Markov chains attempt 

to answer the 'what i f ’ questions (Bartholomew and Forbes, 1979:85):

(a) what w i l l  be the grade, age and length of service structure in 

future i f  the present patterns of loss and promotion continue?

(b) what should the promotion rates and recruitment numbers be in 

order to achieve a desired structure in a specif ied time?

(c) what w i l l  be the impact of expansion or contraction on the

promotion prospects or the grade structure? What can be done to

ant ic ipate and minimize the adverse effects of such changes?
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(d) what would be the ' i d e a l ’ age structure?

The Markov type models are based on the assumption that the 

t rans i t ion  rates are proportional to the stocks from which they come 

from. I f  a system does not change over a long period of time, i t  w i l l  

se t t le  into an equil ibrium state.  The main assumption here being that  

"individuals move independently and with identical probabil i t ies  which 

do not vary over t ime." In the Markov type of models, the change in 

the manpower system from time t  to time t+1 depends on three factors:  

the stock at time t ;  accession during time t +1 ; and the continuation 

rates of the stock of manpower at time t . The model can e i ther  be

stochastic ( t reat ing  a l l  the variables as random) or deterministic  

( that  is,  given).

In matrix notation the basic equation of the Markov model can be 

denoted as follows:

N(T) = N(T — 1)P + R(T) r (9 .4)

where N(T) = the expected stock at time T,

N(T-1) = expected vector of stocks at time T-1,

P = expected matrix of t ransi t ion probabi l i t ies  between each

pair  of grades,

R(T) = the expected number of recruits in each grade,

r = the expected vector of probabi l i t ies  of a recruit

star t ing o f f  in each part icular  grade.

Since an individual employee can e i ther  choose to remain with the

organization or leave, i t  follows that wastage rates can be deduced 

from the individual elements in the transi t ion matrix P,
A

Wi = 1 -  I  p i j  (9 .5)
J  -  1

where Wi = wastage rates from the i th grade,

Pij - the transi t ion  rate from the i th to the j th grades,



k = to ta l  number of grades.

A computer programmes can be wri tten to make computations with equation 

(9 .4) easier and quicker.12 Equation (9 .4 )  can be used to study the 

behaviour of the manpower system under d i f fe ren t  assumptions. For 

purposes of i l lu s t r a t io n ,  consider the hypothetical manpower system 

given in table 9.2.  For forecast periods 1 and 2, the calculations may 

be done as demonstrated. Where the number of grades is large and the 

forecasting period long, specia l is t  computer programmes l ike  those 

developed at the In s t i tu te  of Manpower Studies (University of Sussex) 

may be used. 13

By changing wastage, promotion, and retirement rates, th e i r  respec­

t ive  impact on the manpower structure can be studied. For example, the 

wastage rates and recruitment levels assumed in table 9.2 would lead to 

a decline in the proportion of the lowest grade (G1) with that of the 

higher grades increasing. This may lead to promotion bottlenecks in 

future and in the context of Clowes’ model, increase l<3 (the rate at 

which committed and experienced employees leave the organization).

In practice, the manpower system is usually f ixed through 

authorised establishments. However, certain aspects of the manpower 

system l ike age, grades and lengths of service d istr ibut ions may vary. 

Under the globally f ixed system, recruitment becomes a random variable  

and is made up of those recruited to f i l l  new vacancies and those who 

replace leavers. For th is  reason, equation (9 .4 )  w i l l  need to be 

modified. The expected value of recruitment R(T) then becomes

12Professor D, J. Bartholomew kindly allowed me access to the Basic equation Programme 
i nsta l l ed on the VAX computer at  the London School of Economics, I t  was not possible to use the 
programme with INDEC0 data which only show recruitment and wastage as t ransi t ions with no internal  
movements l i ke  promotions or transfers shown.

13In s t i t u t e  of Manpower Studies, Computer Applications for Manpower Planning. (Brighton:  
I n s t i t u t e  of Hanpower Studies, Universi ty of Sussex, 1987).
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Table 9.2 A Hypothetical Example Using the Markov Model

Suppose there are four grades (G1, G2, G3, and G4) in a gi ven
with the fol lowing basic data:

Grade G1 G2 G3 G4
Current Stock 280 200 140 80
Annual Labour

turnover rates (%) 25.0 17.0 8.5 3.0
Distribution of new

recrui ts (%) 70.0 20.0 10.0 0.0
Proportion promoted to the

next grade ( % per annum) 20.0 12.0 7.0 0.0

Thus we have N(0) 280 200 140 80

0. 55 0.20 0.0 0.0
0.0 0.71 0.12 0.0

P 0.0 0.0 0.845 0.07
—
_ 0.0 0.0 0.0 0.97

r ( 0.7 0.2 0.1 0.0

Suppose recruitment (R1) is going to be 120 in the f i r s t  year 
and 140 (R2) during the second year.

For the f i  rst year
The number in grade G1 w i l l  be:
New recruits  into grade: 0.7 X 120 = 84
Neither leave nor promoted: 0.5E' X 280 = 154

238
The number in grade G2:
New recrui ts into grade: 0.2 X 120 = 24
Promotion from G1: 0.2 X 280 = 56
Neither leave nor promoted: 0.71 X 200 = .14.2

o o o£ L. ic.

The number in Grade G3:
New recruits: 0. 1 X 120 = 12
Promotion from G2: 0.12 X 200 = 24
Neither leave nor promoted: 0.845 X 140 = 118

154
The number in Grade G4:
Promotion from G3: 0.07 X 140 = 10
Those who do not leave: 0.97 X 80 = 78

88

For year 2, the f igures for  year 1 and the recruitment stock R2 can be 
used to arr ive  at the estimates. Thus the structure of the manpower 
system w i l l  have changed as follows,

TOTAL
N(0) 280 (40.0%) 200 (28.6%) 140 (20.0%) 80 (11.4%) 700
N(1) 238 (34.0%) 222 (31.6%) 154 (21.9%) 88 (12.5%) 702
N(2) 229 (31.4%) 233 (31.9%) 171 (23.5%) 96 (13.2%) 729
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k
R(T) = N(T) -  N(T-1) + I  fti(T-1)Wi (9 .6 )

7 = 1

The term N(T) -  N(T— 1) may be negative provided R(T) is posit ive.  I f  

N(T) -  N(T— 1) is posit ive,  the f ixed size may only become feasible  

through retrenchment (that  is,  negative recruitment).

Substituting equation (9 .6 )  into (9 .4) we get

N(T) = N(T—1 ) (P + w’ r} + M(T)r (9.7)

where M(T) = N(T) -  N(T-1)

N(T~1)P = normal internal movements;

N(T-1)w’ r = recrui ts who replace leavers;

M(T)r = recrui ts f i l l i n g  new or created vacancies (and i f  i t  

is equal to zero, then we have a constant size system).

I f  we write Q = P + w’ r, equation (9.7) w i l l  have the same form as 

equation (9.4)  with Q as the "transit ion matrix whose typical element 

is p i j  + Wi t ' j . Thus p i j  is the real d irect  flow ( t rans i t ion )  from 

grade i  to grade j ,  and Wi  r j  is the indirect flow made up of that part  

of the wastage flow from the 1th grade which goes back to the j th grade 

as recruitment.

In these type of Harkov models, t ransi t ion  between grades are 

regarded as 'push’ flows. That is,  promotion to the higher grade does 

not depend on vacancies there but on having suitable candidates in the 

lower grade. For example, a group of graduate engineers who are 

recruited as tra inee engineers may a l l  be promoted to the next higher 

grade at the end of the i r  internal t ra ining period. But since some 

positions l ike  those of general manager, chief accountant etc. are 

f ixed in advance, promotions and recruitment into such posts can only 

be done as and when they f a l l  vacant. Thus promotion would be due to
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• p u i r  and not 'push’ factors. The type of models which deal with th is  

kind of problem are referred to as renewal models.

(b) Renewal (Vacancy Chain) Models

Under renewal models, the grade sizes (stocks) are f ixed and the

main objective is to predict flows l ike wastage which would create

vacancies. The vacancies so created would e i ther  have to be f i l l e d  

through internal promotion or external recruitment. Depending on 

whether the system is hierarchical or non-hierarchical , assumptions can 

be made as to whether vacancies are f i l l e d  instantaneously (from the 

immediate lower grade) or not. In practice, organizations which are 

contracting l ike  INDECO may choose to freeze some vacancies, thereby 

making recruitment or promotion unnecessary. I f  a vacancy occurs at 

the top grade and the vacancy is f i l l e d  through promotions, a series of 

vacancies w i l l  be created at subsequent lower grades. This is the

central idea in the vacancy chain models. When an employee leaves one 

posit ion for another in renewal system, a vacancy moves in the opposite 

direction (White, 1970; Stewman, 1975), Hence "a loss can be viewed as 

the recruitment of a vacancy and the recruitment of a person is a loss 

of a vacancy" (Bartholomew and Forbes, 1979:142). A vacancy t rans i t ion  

matrix S, can therefore be writ ten for any renewal manpower system— see 

appendix VIIB for the mathematical specif ication of the model and a

worked example. These models are sometimes called KENT models because 

the computer programmes based on the renewal theory were i n i t i a l l y  

written at the University of Kent at Canterbury by Forbes in 1974,

(c) Career Patterns (Cambridge) Models

Both the Markov and the KENT models concentrate on predicting the
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stocks and flows of a graded manpower system— both of which are of  

l i t t l e  interest  to individual employees. In addit ion, the KENT models 

require a lot of detai led data on the flows between the d i f fe ren t  

grades, which is not commonly available in many companies (Edwards,

1983:73). The Cambridge models14 were developed to redress these 

def iciencies. These models centre on analysing and predicting the

career patterns and promotion probabil i t ies  of employees both at 

present and in the future by studying the i r  age and/or length-of-  

service d istr ibut ions.  Thus, the model t r i e s  to predict,  the proba­

b i l i t i e s  of individual employees’ promotions from one grade to another, 

and how long i t  w i l l  take each individual to make such a movement.

For an individual who decides to stay in an organization unti l  

retirement,  there are three possible outcomes: ( i )  the individual w i l l

re t i re  in the same grade of entrance; ( i i )  be promoted but not reach

the top grade; and ( i i i )  reach the top grade. I f  the promotion age

and/or required length-of-service before promotion is given, the 

probabil i ty  of an individual being promoted to higher grades can thus 

be calculated. For the mathematical specif ication of the model15 and a

worked example, see appendix VIIC.

9.4.3 TRAINING AND DEVELOPMENT

As tra in ing and development is mainly taken to mean manpower

H A detai led discussion of these models can be found in G. A. Keenay, R. W. Morgan and R. H. 
Ray, "The Camel model: a model for career planning in a hierarchy",  Personnel Review. 6, 1977, pp. 
43-50; Keenay and Morgan, "A model for Recruitment Planning in a Company'’ , Personnel Review. 8. 1979, 
pp. 5-9; Ray, "Managerial Manpower Planning--a Systematic approach", Long Range Planning. 10, 1977, 
pp. 21-30.

15The model assumes a steady-state (constant)  equil ibrium age st ructure under which deviat ion 
w i l l  only be temporary. Morgan, et .  al (1974) and Keenay, et .  al (1977a, 1977b) who were
instrumental in in developing these models use the CAMERA diagrams to show the e f fect  of increased
recruitment (age buldges) on the equi l ibrium age structure and promotion patterns.
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planning in many INDECO companies, we shall not go into a lot  of deta i l  

here other than to point out a few issues which need part icula r  

attention from management.

Investment in t ra in ing involves a high level of risks: there is the 

probabil i ty  that the trainees w i l l  not achieve the necessary q u a l i f i ­

cations; and even i f  they did, there is no certa inty  that th e i r  s k i l ls  

so acquired w i l l  be needed in future. The problem is further comp­

l icated by the fact  that there is a time lag between investing and 

real is ing the benefits from t ra in ing.  Despite these problems, i t  is 

recognised that qua l i f ied  candidates would be a fur ther  input in the 

t ra in ing process (Grinold, 1976:387). Grinold suggests that the demand 

for trained manpower at any time is determined by the state of the 

f i n i t e  Markov chain (supply) and, on the other hand, by the u t i l i z a t io n  

and t ra in ing policy associated with that demand. The main problem how­

ever is that the level of the manpower stock is not an accurate repre­

sentation of the available supply of quali f ied manpower to meet demand. 

This, Grinold (p. 391) argues, is due to the fol lowing reasons:

(a) some individuals have not been adequately trained and therefore 

not qua l i f ied ,

(b) some of the qua l i f ied  personnel may not be assigned to the 

tasks that require th e i r  qua l i f icat ions,  and

(c) some of the individuals who are quali f ied may be used as inputs 

into the t ra in ing process and therefore not avai lable to meet demand.

The extent of these problems in the INDECO companies have been 

discussed in chapters V and VI.  What this representation demonstrates 

is the need for managements to constantly monitor the s k i l l  positions 

of th e i r  respective companies. I t  may thus be necessary for INDECO 

companies to keep the following in mind when planning and implementing
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tra in ing programmes:

( i )  The purpose of t ra in ing:  is i t  i n i t i a l  t ra in ing which would 

equip the individual employee with the basic s k i l l s  necessary to 

perform his/her task? I f  not, is i t  continuation, retra ining or 

management development? And what would be the best type of t ra in ing  

( internal  on-the-job or external formal) and the mode of instruction? 

Is the t ra in ing going to meet both the requirements of the organization 

and of the individual employees? This is important because in the 

past, some INDECO companies have spent vast amounts of resources on 

t ra in ing certain types of labour which were subsequently underuti lized  

and/or misplaced. Under such conditions, the benefits from tra in ing  

for both the employer and the employee w i l l  be lost— especial ly i f  the 

l a t t e r  decides to leave.

I f  the t ra in ing  is for management development, the main requirement 

is for candidates who are adept both academically and pract ica l ly .  For 

these reasons, management development should combine both academic and 

practical t ra in ing.  For example, candidates who are being trained for  

promotion to managerial position may be trained through a combination 

of secondments to large companies local ly  or abroad, and through a 

series of relevant short-term courses.

( i i )  Types of tra in ing:  given the ris ing cost of foreign t ra in ing  

are there feasible  local t ra in ing  solutions? For example, we have 

argued in chapter VI that local t ra in ing is not popular with both 

employees and employers as i t  is viewed to be of low status. The 

question then is,  what should be done to improve the image of local 

t ra in ing to both employers and employees? I f  the main weakness of 

local t ra in ing is the lack of f a c i l i t i e s  and places, what can INDECO 

companies as a Group do to improve the situation? Would i t  be possible
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to fol low ZCCM’ s practice of supporting specif ic  types of t ra ining  

relevant to i ts  own needs (operations)? I f  so, w i l l  the necessary 

resources be made available as and when they are needed?

With regard to low status accorded to on-the-job t ra in ing,  

especial ly for workmen with no academic qua l i f icat ions,  to what extent  

would a change in government policy and at t i tudes of management improve 

the status? Under the existing pay structure and d i f f e r e n t ia ls ,  would 

i t  be possible to adjust the earnings of such workmen to the levels 

enjoyed by graduate craftsmen without causing industria l  relations  

crises? Whereas external formal t ra in ing may not always be spec if ica l ly  

designed to cater for  individual company s k i l l  needs, internal t ra ining  

may be the most e f fec t ive  way of improving a v a i l a b i l i t y  of relevant  

s k i l ls  in many INDECO companies.

( i i i )  Retention of trained personnel: the question which should 

exercise many an INDECO chief executive is how, under the constraints 

of the ZIMCO grading structure and conditions of service, manpower 

pol icies may be reviewed so as to improve the retention of trained 

personnel (we discuss th is  in some detai l  in the next section).  

Attention also ought to focus on the existing regulation whereby 

employees are automatically dismissed i f  they are absent for  ten 

consecutive days without good reason. The author found out that  some 

young accountants who were s t i l l  bonded were t ry ing to use this avenue 

to leave INDECO. At the risk of repeating oneself,  th is  loophole may 

prove to be costly to many of the affected companies i f  i t  is 

implemented indiscriminately.



9 .5  RECONCILING DEMAND WITH SUPPLY: POLICY OPTIONS AND IMPLICATIONS

After  demand and supply have been analysed and estimated as above 

(United Kingdom, 1975:34), the extent of s k i l l  shortages, excess 

labour, or both, would become evident. Company objectives would make 

i t  possible to calculate a simplif ied manpower schedule for the 

forecast period which would show the manpower gap. Table 9.3 demons­

tra tes how such a schedule can be calculated (note that the data used 

is hypothetical— purely for demonstrative purposes).

From schedules s imilar  to table 9.3,  the numbers of additional  

(excess) s ta f f  may be estimated. Since there are many ways of dealing 

with the ident i f ied  manpower problems, i t  is incumbent upon management 

to design appropriate policy action taking into consideration both the 

internal and external environments. For example, the shortage for  

technicians between 1987 and 1989 may be resolved through external  

recruitment ( i f  the labour market has the necessary s k i l l s ) ,  up-grading 

less sk i l led  workers, or retraining other sk i l led  workers. A l te r ­

nat ively,  inquiries with the Bank of Zambia (central  bank) may show 

that envisaged foreign exchange al location for the forecast period may 

not be enough to meet the company’ s production requirements and as 

such, no addit ional technicians would be required. In the l a t t e r  case, 

management would have to decide how to deal with the excess labour: 

leavers may not be replaced so that the required number is achieved 

through natural wastage and encouraging early retirement.  I f  a l l  these 

f a i l ,  extreme measures l ike  redundancy may be considered.

I t  follows therefore that manpower supply ( recruitment, promotion, 

transfers, and development) and demand ( u t i l i z a t io n )  polic ies have to 

be formulated under specif ic perceived problems but with inbu i l t
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f l e x i b i l i t y  and adaptabil i ty  to the changing circumstances. This is 

because demand and supply are never exactly equal, and as such, 

polic ies have to be under constant review.

Table 9,3 Forecasting Recruitment Needs for Technicians: 1987-1991

TOTAL
.________________________________________ 1987 1988 1989 1990 1991 1987-91

S 1. Number available at beginning
u of year 90 87 75 60 60 N/A
p 2. Intake from tra in ing schemes
p during year 8 11 15 18 22 74
L 3. Transfers from other companies 4 3 - - - 7
Y 4. Losses through wastage during year

Reti rement (3% p . a . ) 3 3 oC, 2 2 12
Early retirement (2% p .a . ) 2 2 1 1 1 7
Discharges/Dismissals (5% p .a . ) 5 4 4 3 3 19
Deaths (2% p . a . ) 2 2 2 1 1 8
Voluntary ( including new

recrui ts ,  8% p . a . ) 8 8 7 6 7 38
Total 2 3 22 18 15 16 94

5. Total Available ( 1 + 2 + 3 - 4 ) 79 79 72 63 66 N/A
D
E 6. Numbers Required at beg. of year 90 87 75 60 60 N/A
M 7. Additional requirements forecast
A during year 4 3 6 0 0 13
N 8. Total required at end of
D year(6+7) 94 90 81 60 60 N/A

9. Additional number (excess labour)
of tech’ ns reaui red/year  (8-5) 15 11 9 __( 3)L _C61 26

Source: Adapted from United Kingdom, Department of Employment, 
Company Manpower Planning, Manpower papers No. 1, 
(London: Her Majesty’ s Stationery Office, 1975), p. 35.

Manpower policy has centred on supply ( t ra in ing )  in many INDECO 

companies. This has been necessitated by the externa lly  determined 

ZIMCO pay structure. Since the ZIMCO pay structure is bureaucratic 

and central ized, i t  is in f lex ib le  and not robust enough to meet the 

requirements of each and every subsidiary company. Of la te ,  many in 

INDECO have been arguing to e i ther  abandon the ZIMCO pay structure 

altogether or reform i t .
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Under a bureaucratic and centralized administrative system, wage 

rates are f ixed to occupational t i t l e s  ( jobs),  and not to individual  

workers (Sundstrom, 1988). This is because top management (say at 

INDECO, ZIMCO or Cabinet Off ice)  are less (or not) fam i l ia r  with 

individual workers’ performance, and that job based rates prevents 

paying d i f fe ren t  wages to individuals occupying the same job t i t l e s .  

Thus, the bureaucratic arrangements would inh ib i t  marginal adjustments 

in pay to changes in individual marginal p ro d u c t iv i t ies .16 Such a pay 

structure is l ik e ly  to be in f lex ib le  in the short-term and would rely 

on quantity adjustment to the changes in manpower demand (Sundstrom, p. 

202). Such quantity adjustments l ike  tra ining take time, while instant  

disposal of manpower may also be impracticable due to employment 

protection leg is la t ion .

Many managers in INDECO believe that reforming or abolishing the 

ZIMCO Z salary scales and replacing them with competitive pay packages 

would help a t t rac t  and retain the necessary sk i l led  and professional 

labour. This view is based on the premise that  a high proportion of 

recruitment d i f f i c u l t i e s  and labour turnover among professional and 

ski l led  labour categories is due to the uncompetitiveness of the Z 

scales and other ZIMCO conditions of service. To the extent that the 

ZIMCO salary structure is external as opposed to being internal,  th is  

view may be ju s t i f i e d .  I f  the ZIMCO salary structure were to be 

abolished, how would individual subsidiary companies proceed to 

ins t i tu te  competitive and cost-ef fective  internal wage structures? Is 

the new structure going to be based on the existing pay structure or on 

the market rates? These are important policy dilemmas, and in a labour

16For a discussion of these issues in a h istor ica l  organizat ional context,  see W. A. Sundstrom, 
"Organizational Fai lures and Wage Determination: A Histor ica l  Case Study", Journal of Economic Beha­
viour and Organizat ion. 10, 1988, pp, 201-224.
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market l ike  that of Zambia, we demonstrate some of the d i f f i c u l t i e s  

which are l ik e ly  to be faced.

I t  has been demonstrated17 that a central ized and bureaucratic pay 

structure in large organizations l ike  ZIMCO may have been necessitated 

by a number of factors: top managements’ unfami l iar i ty  with individual  

workers’ performance; trade union or government pressures; existence of 

internal labour markets whereby problems of opportunistic bargaining 

between employers and employees are aggravated by asymmetric 

information (haggling) and specif ic human capita l ;  and to constrain 

supervisory choice— management at the subsidiary level may set wages to 

further  th e i r  own interests and i t  is d i f f i c u l t  to monitor these in a 

large organization— and once a pay increase has been awarded i t  is 

almost impossible to rescind the decision without running the risk of 

industrial  c r is is .  Thus, wage determination at individual subsidiary 

companies may only succeed in excessive, but not necessari ly j u s t i ­

f iab le ,  increase in wages and make the position of ZIMCO even more 

d i f f i c u l t — that is,  i ts  subsidiary companies having t o ta l l y  d i f fe ren t  

pay structures. 18

An internal wage structure (Hildebrand, 1963:263) is " . . . a  system 

of wage equali t ies  and wage d i f f e r e n t ia ls ,  t y p ic a l ly ,  re la t ive  job 

rates and occasionally personal rates under a common unit  of administ­

rat ive control."  Where there are no trade unions, Hildebrand argues

170. E. Wil liamson, et ,  a l ,  "Understanding the Employment Relation: The Analysis of Idiosy­
ncrat ic exchange", Bel l Journal of Economics. 6, 1975, pp. 250-278, ci ted by Sundstrom (p. 204) 
above.

18Gordon C. Winston, "The Appeal of Inappropriate Technologies: S e l f - I n f l i c t e d  Wages, Ethnic 
Pride and Corruption",  in World Development, vol .  7, 1979, pp. 835-845 makes this very clear in the 
context of Nigeria where large firms have tended to, voluntar i ly ,  pay higher than was necessary to 
the extent that cost-minimizat ion was sacr i f iced for other goals. However, he found that the same 
employers would then reacted to such high voluntary wages in " s t r i c t l y  economic (neo-classical )  
ways", i e . ,  to subst i tute the expensive labour with labour-saving equipment or reduce working hours. 
Thus, where r est ra int  is not exercised, i t  is possible to observe higher rates of wages associated 
with lower levels of employment.
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that managements’ internal pay policy would be l imited by market forces 

and the statutory regulations. Where co l lect ive  bargaining is 

prevalent,  negotiation procedures may l im i t  the authori ty of management 

in wage determination. The internal wage structure would thus be 

dependent on the combined e f fec t  of external forces and the range of 

internal administrative arrangements l ike  central ized or decentralized  

wage determination. From the foregoing, i t  becomes obvious that many 

INDECO companies would face considerable d i f f i c u l t i e s  with regard to 

the internal d istr ibut ion  of power, establishing the market wage rates,  

r e l a t i v i t i e s  and d i f f e r e n t ia ls  between d i f fe ren t  individuals and 

occupational groups.

On the internal d istr ibut ion  of administrative power, the role of 

the INDECO Head Office in determining the internal wage structures of 

individual subsidiary companies w i l l  need to be c lear ly  defined. With 

the same token, the role of ZIMCO and ul t imately the Government w i l l  

also need to be established. At issue is whether wage determination 

should be central ized so that INDECO Head Off ice determines the pay 

structure for each subsidiary companies ( in consultation with the 

l a t t e r ) ,  or whether the l a t t e r  should set the i r  own pay structures and 

inform the former accordingly. I f  localized centra l iza t ion  is opted 

for  ( that  is INDECO Group as opposed to ZIMCO Group pay st ructure),  

i n f l e x i b i l i t y  would s t i l l  obtain and as such, no s igni f icant  benefits  

would be derived from abolishing the ZIMCO Z scales. I f  on the other 

hand decentra l izat ion is adopted and is successful, i t  w i l l  have 

implications on the existence of both ZIMCO and INDECO for i t  would 

demonstrate that individual parastatal  companies can operate on th e i r  

own without bureaucratic umbrella holding organizations.

With regard to market forces, i t  is generally accepted in the
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economlc lite ra tu re  that markets in underdeveloped countries are 

imperfect and distorted to the extent that they fa i l  to correctly price 

the factors of production. Even in the industrialized developed 

countries, labour markets do not have single uniform rates for each 

type of labour nor do they grade labour (Dunlop, 1957; Hildebrand, 

1963). I t  is argued, for example, (Hildebrand, p. 202) that decisions 

on pricing and grading of labour are determined in a wider context of 

"formulating production plans wherein the external product market and 

wage and employment decisions are linked together." I f  the market 

rates are distorted, the questions then become: which rates are the 

individual subsidiary companies going to take as market rates? And are 

the jobs to which those rates apply comparable to the company’ s own? 

Are the rates to be adopted those of the private local or multinational 

companies? In addition to these questions, there is also the need to 

establish as to why some of the private companies, which apparently 

have superior pay packages, suffer from labour turnover—that is what 

other non wage factors are important in improving workers’ morale and 

thereby increase labour s ta b ility .

The d efin itio n  of the labour market w ill also pose some problems 

both in terms of the geographical areas and the participants (E lizu r, 

1987:193-194; and Thomas and Deaton, 1977). The geographical 

boundaries of the labour market may vary according to occupation and 

s k ill categories. For example, general workers may be recruited in the 

lo ca lity , while engineers or accountants may be recruited nationally or 

even in ternationally . On participants, while every employer is a 

potential buyer of labour services and every person of the working age 

a potential s e lle r , i t  has got to be recognized that "organizations do 

not open a ll th e ir  jobs, they only f i l l  vacancies. People who are
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employed do not search continuously for  another job. S t i l l  some of them 

may search for another position. Thus i t  is d i f f i c u l t  to determine who 

are partic ipants in the labour market" (E l izur ,  p. 194).

Another set of problems in individual company based wage determi­

nation is the issue of wage r e l a t i v i t i e s  and d i f f e r e n t ia ls .  While job 

evaluation helps in wage determination by ordering jobs, the problem of  

pricing the differences in the ranks remains. Two methods (E l izur ,  p. 

196) are usually used to resolve this problem: key jobs, and reg­

ression. The key jobs method determines the price for  each rank of job 

evaluation items through committee procedure— the committee members 

would t ry  to al locate  the exist ing pay for  key jobs to each of the 

items.

With regression, the evaluation scores for a l l  jobs are regressed 

on the i r  market rates. Both methods t ry  to re f lec t  the job evaluation 

ordering. However, since they both depend on the existing pay or 

market rates, Elizur  argues that they may f a i l  to "uproot the very 

inequali t ies they want to re c t i f y . "  The jobs which were under-paid in 

the old system may continue to do so in the new one. More importantly,  

workers who were on a higher scale previously may not accept lower ones 

under the new system, and the consequence of th is  on industria l  

relations is obvious.

I t  is l ik e ly  that the new internal wage structures would be graded 

( that  is,  made up of a set of salary rate ranges). I f  job evaluation 

in a graded structure is based on job description, any such job 

description which applies to a job series and not specif ic jobs may 

result in industr ia l  relations crises. For example, the recent crises  

in the National Health Service with regard to the grading of the 

d i f fe ren t  types of the nurses were necessitated by the fact  that while
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the job description was similar  for a u x i l l i a ry ,  state and registered 

nurses ( job ser ies) ,  they were put into d i f fe ren t  grades and salary 

rate ranges. Some nurses f e l t  that the whole exercise was arb i t ra ry  as 

junior or equivalents were placed in higher grades. Those who f e l t  

strongly about th is  expressed th e i r  dissat isfaction e i ther  by resigning 

or by disrupting services. Pract ica l ly ,  i t  may be d i f f i c u l t  or very 

expensive to wri te  a job description for each specif ic  job in a job 

series and, as such, scale analysis may be used to rank jobs in a 

series into grades.19

One might argue that abolishing the ZIMCO Z scales may not be 

necessary i f ,  for  example, special grade schemes for  professional  

groups for local labour are introduced— as is the current practice with 

expatr iate labour. Both ZIMCO and INDECO should consider extending the 

payment of inducement allowances to local professionals in engineering 

and accountancy where recruitment and retention problems are expe­

rienced. A l te rnat ive ly ,  individual subsidiary companies should be 

allowed to exercise th e i r  a b i l i t y  to pay in wage determination, using 

the ZIMCO Z scales as the benchmark. These arguments are based on the 

premise that adoption of a decentralized and, probably, a competitive 

pay policy may have a l im i t .  Up to a certain point, increases in the 

pay for  shortage occupations may only lead to increased costs and not 

necessari ly improve the supply of such s k i l ls .  Moreover, i f  pay rates 

are bid excessively,  there is no guarantee that a f te r  the shortage 

problem is over, companies would be able to reduce them. I t  is an 

economic fact  that money wages are, usually,  invariably in f lex ib le  

downwards (Keynes, 1936; Robinson, 1986).

19For a detai led discussion of this method see D. El i zur ,  Systematic Job Evaluation and Compa­
rable North, (Aldershot:  Gower, 1987), chs. 11 and 12.
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On the whole, and in the l ight  of the above discussion, i t  would be 

advisable to do a cost-benef it  analysis before a new pay structure is 

introduced in the INDECO Group. That is,  what should be the optimal 

price (demand) and quantity (supply) adjustment mechanisms for both the 

current and potential  manpower problems? Would a general review of pay 

and other conditions of services reduce the costs associated with 

labour shortages and turnover? What would be cheaper in the long-run: 

continue to rely on quantity adjustments ( t ra in ing and retrenchment), 

or improved remuneration packages which would improve labour retention  

and thus reduce the need for high expenditure on tra in ing.

9.6 CONCLUSION

We have demonstrated in th is  chapter that the successful 

implementation of manpower planning would depend on the a v a i l a b i l i t y  of 

reasonable quali ty  and detai led data. Without such data, the 

diagnostic analysis of the manpower system w i l l  not be possible and in 

which case, making informed manpower planning decisions an 

impossibil i ty .  Adequate data would also enable many INDECO companies 

to review and c la r i f y  the i r  manpower objectives and the weaknesses of 

the current approaches to manpower planning. Such a review should be 

carried out in i ts  widest context possible so as to enable management 

to determine both the internal and external consequences of th e i r  

manpower pol ic ies. I t  has however got to be resolved as to whether to 

plan manpower at the Group or subsidiary company level .  In th is  

chapter, we saw that given the differences in jobs and nature of 

a c t iv i t i e s  of the d i f fe ren t  INDECO subsidiaries, i t  may be advisable to 

concentrate demand forecasting and planning at the subsidiary company
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level ,  and supply at the Group level .  But the l imited supply of 

manpower planning special is ts  would imply that i t  may be cheaper i f  i t  

is central ized and individual companies are consulted in the 

formulation of policies and practices which af fect  them d i rec t ly .

Since uncertainty about the a v a i l a b i l i t y  of foreign exchange 

continue to bedevil many INDECO companies, forecasting demand using the 

trend and productivity methods, by themselves, would not be suitable— 

more so in that  the current employment policy is contract ional . The 

work study method of forecasting workloads, which can also suffer from 

production level uncertainties, may be the best method for many INDECO 

companies as i t  also enhances the understanding of the production 

process.

Depending on the a v a i l a b i l i t y  of data, the analysis and prediction 

of wastage can be done using the census method. We have demonstrated, 

th is  method may be the best for INDECO as h is tor ica l  data is not 

usually available,  and where available i t  does not go back fa r  enough 

to make cohort analysis possible. But even i f  the h is tor ica l  data were 

available,  the fact that  the cohort method has both practical and 

theoretical problems makes i ts  app l icab i l i ty  in INDECO less a t t rac t ive .

Our attempt to apply the basic equation of the Markov model to data 

from quarterly manpower reports of some INDECO subsidiary companies 

proved impossible because the data is highly aggregated. By use of 

hypothetical data, we however demonstrated the importance of Markov, 

renewal and career planning models in manpower planning. Where data is 

f a i r l y  detai led and disaggregated, these models (by varying the 

assumptions of future objectives and a c t i v i t i e s )  can be applied and 

thus help management to,  at  least,  know the l ik e ly  direction of the 

problem even i f  the estimates themselves are not very accurate.



While i t  is recognised that the present ZIMCO pay structure is 

in f lex ib le  because i t  is central ized and bureaucratic,  the adoption of 

a new pay structure, whether subsidiary company based or local ly  

central ized (that  is,  INDECO Group based), may pose both theoretical  

and practical problems— especial ly in the context of Zambia’ s socio­

economic conditions. We have pointed out that although the ZIMCO Z 

scales would need to be reviewed so as to a t t ra c t  and retain the 

c r i t i c a l  s k i l l  categories, high pay in i t s e l f  may not be enough as 

there is a l im i t  to which i t  can solve the s k i l l  shortages problem. 

From the managements’ point of view, to have the authori ty to determine 

both the supply and demand pol ic ies would enhance the benefits to be 

had from manpower planning as there is l i t t l e  point in increasing 

manpower t ra in ing and development when such manpower cannot be retained 

because managements' hand in reviewing the compensation packages are 

t ied by the central  authori ty.  This notwithstanding, there are other 

(equally important) considerations which j u s t i f y  the existence of 

central ized and bureaucratic pay structures in organizations which are 

very large and which have internal labour markets.

All  said, th is  chapter has explored some of the existing  

s ta t is t i c a l  and qua l i ta t ive  approaches to manpower planning and 

quali f ied th e i r  ap p l icab i l i ty  in the INDECO Group of companies. Of the 

various methods discussed, what comes out is the need to retra in  many 

personnel managers and pract it ioners who are responsible for manpower 

planning in these techniques for  without understanding the underlying 

concepts of these models, the i r  application to the INDECO manpower 

problems would not be possible. The data required for  manpower 

planning can be had i f  the suggestions put forward in th is  chapter are
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followed or improved 

manpower planning in

upon. I t  is therefore possible to have re a l is t ic  

the INDECO Group of companies.



CHAPTER X

SUMMARY OF MAJOR FINDINGS AND CONCLUSIONS

This study was mainly concerned with interpreting empirical  

evidence, both from the survey and other sources, of sk i l led  labour 

shortages in a parastatal  conglomerate operating in an underdeveloped 

economy: Zambia. The main objective was to study the extent of such 

manpower shortages both at the enterprise and subsidiary company level ,  

th e i r  causes and e f fects ,  and the choice of adjustment policy 

responses, especial ly manpower planning. Evidence considered in th is  

study shows that there is a real shortage of sk i l led  manpower in the 

Zambian labour market (as exemplified by recruitment d i f f i c u l t i e s  and 

s k i l l  def ic iencies within individual f irms) ,  both in re la t ive  and 

absolute terms. This is especial ly so in professional engineering, 

accounting and managerial occupational groups. The study has also 

demonstrated that  formidable problems of s k i l l  deficiency continue to 

exist among those employees d i rec t ly  engaged in the production 

processes.

At the national level ,  we presented evidence which suggests that  

although the problems of sk i l led  manpower can be traced back to the 

colonial  educational and labour policies (which discriminated against 

Africans),  the problems were further aggravated in the post-indepe- 

ndence period by the ef fects  of the UDI, the increased industrial  

a c t iv i t y  which re l ied on imported cap i ta l -  and s k i l l -  intensive 

technologies, an educational system which is neither coordinated nor 

responsive to the needs of the local labour market, and in recent
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years, a stagnating economy which makes the provision of adequate 

t ra in ing f a c i l i t i e s  very d i f f i c u l t ,  i f  not impossible.

At the micro-level in general and in INDECO companies in 

part icu la r ,  such dynamic sk i l led  manpower shortages in the labour 

market t ranslate  into recruitment d i f f i c u l t i e s ,  high labour turnover 

for the shortage occupations (due to high demand) and s k i l l  deficiency  

problems. As a consequence, many organizations had to resort to 

recruitment of expatriates.

In addit ion to the ine last ic  supply of high-level manpower, we also 

ident i f ied  some organizational,  managerial, and ins t i tu t iona l  problems 

both within and outside INDECO which make a t trac t ion  and retention of 

the necessary sk i l led  manpower d i f f i c u l t .  Among other things, the 

re la t ive ly  in f le x ib le  and uncompetitive bureaucratic and central ized  

pay structure; the under-valuing of more sk i l led  labour in relation to 

the less sk i l led  labour (both of which are due to the government’ s 

ega l i ta r ian  pay pol ic ies );  the poor status accorded on-the-job t ra in ing  

in re lation to formal external t ra in ing (or local t ra in ing in general

in re lation to foreign t ra in ing ) ;  poor manpower u t i l i z a t io n  pol ic ies

like  insist ing on e i ther  unrea l is t ic  higher standards or misplacing 

manpower, e tc . ,  were ident i f ied  as some of the major factors. Due to 

such ins t i tu t iona l  factors, the cost-minimizing model suggested by 

Thomas and Deaton (1977), and applied to Br i ta in ,  was also found to be 

less applicable in Zambia. This is especial ly true with regard to on- 

the-job t ra in ing and local t ra in ing which are underrated when compared 

to the more expensive foreign tra in ing.  We however concluded that due

to constraints on the demand side, INDECO companies, l ike  elsewhere,

prefer supply to demand instruments when adjusting to labour shortages. 

This has been necessitated, in addit ion to the externally  determined
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bureaucratic ZIMCO pay structure, by the fact that  increasing re lat ive  

earnings for shortage occupations would raise the whole pay structure 

for  other labour categories where shortages are not experienced would 

also have to receive some forms of wage increases so as to avoid 

industrial  relations crises.

I f  labour, and ski l led  manpower in par t icu lar ,  is one of the most 

c r i t i c a l  factor  in determining the economic growth of any nation,

evidence from Zambia considered in th is  thesis suggests that where a

severe shortage of indigenous sk i l led  manpower ex ist ,  achieving s e l f -  

sustaining economic growth and, thereby, development may be very 

d i f f i c u l t .  In Zambia, we have demonstrated (both quant i ta t ive ly  and 

qualita tive ly .)  that the lack of local technical 'know-how’ has forced 

many a company to think in terms of recruit ing expatr iate  personnel to 

run the imported technologies. These, however, do not come in on the 

cheap both in terms of foreign exchange and in terms of th e i r  

(expatr iate)  e f fects  on the economic structure and potential  for future  

growth, consumption habits,  and aspirations of the local population. 

That is, in ways which are more subtle than is usually assumed in the 

economic l i t e ra tu re  dependence on expatriate manpower may have

distortions! e f fects  on the economic structure, especial ly i f  such

expatriates occupy key decision-making positions, and thereby af fect  

the potential  for  se lf -sustaining economic growth.

In the wake of inherent sk i l led  manpower shortages, we would have 

expected many companies in the INDECO Group to have adopted some form 

of manpower forecasting and planning. This, however, does not seem to 

have been the case as many continue to view manpower planning as being 

synonymous with tra in ing and development. We at tr ibuted such a state 

of a f fa i rs  to the ef fects  of the government’ s indigenization pol ic ies
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which encourage companies to increase the i r  t ra in ing;  and to the simple 

fact  that since manpower t ra in ing and development also involves 

diagnosing, projecting, resourcing and planning, i t  may eas ily  be 

confused with manpower planning— this  is especial ly true where manpower 

s k i l l s  are in short supply on a wider scale. On the other hand, there 

seems to be l i t t l e  reason as to why the manpower planning perspective 

should be wide for ,  as we have shown, the compensation polic ies are 

bureaucratic and in f lex ib le  and th is ,  for planning and managing a 

resource which can be impulsive and which changes with business 

outlook, may be an impediment. Training has also existed for a very 

long time while the comprehensive approach advocated in many manpower 

planning models is a very recent phenomenon.

An adjustment instrument l ike  tra in ing which only af fects one side 

of the shortage equation would have l imited success unless the affected 

companies have some influence on the demand and other pol icies which 

influence the u t i l i z a t io n  of manpower. We argued also that even i f  the 

companies had power to e f fect  both supply and demand adjustment 

instruments, the lack of readily available and f a i r l y  accurate and 

detailed manpower data would make the implementation of manpower 

planning d i f f i c u l t .  The main prerequisite for any planning to be 

successful is to have an adequate information system which would make 

informed decision-making possible.

While we were able to ident ify  the constraints imposed by the ZIMCO 

pay structure on at tract ing and retaining the sk i l led  manpower in the 

shortage occupations, we were also hesitant to suggest a very f le x ib le  

and decentral ized pay policy for we recognised both the theoretical  and 

practical problems associated with th is  la t te r  approach.

Where the source of sk i l led  manpower shortages is an inelast ic



supply s i tuation,  we suggested that raising the wage rates, on i ts  own, 

may not improve the supply in the short-run as the l a t t e r  adjusts with 

considerable t ime-lags. More l ik e ly ,  i t  could lead to counter biddings 

and consequently to wage in f la t ion  and i f  i t  gets to th is  both 

employees and employers would lose out. This is especial ly true in 

Zambia where nominal wage increases have never restored real wages ever 

since the 1970s, and where the market system has fa i le d  to correctly  

price the factors of production. Under such conditions allowing 

individual subsidiary companies to determine th e i r  own pay structures 

may encourage huge pay increases which could neither be ju s t i f ie d  in 

terms of the reservation wage necessary for recrui t ing labour and the 

retention wage necessary to keep the labour so recruited. That is,  

employers may voluntar i ly  choose to pay higher wages and then react to 

such higher labour costs by reducing the demand for  labour (Winston, 

1979). As we have shown, where management s k i l l s  are def ic ient ,  pay 

policy may be re l ied upon as the motivating factor  and in a s k i l l  t igh t  

labour market, th is  would tend to sh i f t  the pay structure for the whole 

industry or economy upwards.

We suggested instead that a combination of l imited autonomy in wage 

determination at the subsidiary level and the adoption of rational  

manpower u t i l i z a t io n  pol ic ies which increasingly used both job and 

performance appraisal would be the best s tar t ing point. This would 

also have the added advantage of ident ify ing the s k i l l  requirements of 

both the jobs in question and the incumbents (and therefrom, the s k i l l  

deficiency and t ra in ing needs). This, especial ly,  appeals as i t  has 

the added advantage of modifying the ZIMCO bureaucratic pay structure 

for i t  allows management at subsidiary companies to have information on 

the performance of incumbents in certain jobs. knowledge of such
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performance may permit the use of merit pay or,  more generally,  an 

extension of the professional (or inducement) allowances— similar  to 

those current ly paid to expatriates— to local professional and ski l led  

manpower. Short of adopting these measures, we have no reason to 

suppose that increased tra in ing and development would, by i t s e l f ,  be 

enough to reduce the incidence of sk i l led  manpower shortages, 

especial ly in the engineering and accountancy professions.

While problems on the demand side ju s t i f y  increased use of supply 

adjustments, manpower planning would be less successful i f  management 

in a given company can only act on one aspect of manpower shortages 

without the a b i l i t y  to a f fect  the other side. As such, achieving a 

balanced response and improving the retention of labour would be made 

a l l  the more d i f f i c u l t .  I t  is precisely because of th is that we 

suggested some policy responses to manpower planning in the INDECO 

Group. We therefore considered, in chapter IX, the app l icab i l i ty  of 

some of the existing manpower planning models to INDECO companies. We 

raised important policy dilemmas which have to be resolved and the need 

for a review of the current manpower planning approaches. We however 

conceded that such a review would be l imited by the poor manpower 

information systems which obtain both at INDECO Central and at many 

subsidiary companies. We suggested that i t  may be possible to achieve 

marginal improvement in the management of human resources i f  INDECO 

companies f i r s t  seek to diagnose the nature and extent of the problems 

at hand— even i f  government policy towards INDECO does not s igni ­

f ica n t ly  change.

We also suggested that serious thought should be given to making 

t ra in ing more oriented to the needs of the company and not, mainly, to 

the individual employee. In th is regard, we wondered as to why INDECO
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companies do not review the status of on-the-job t ra in ing in relation  

to external t ra in ing,  and that of local t ra in ing in re lation to foreign 

t ra in ing.  We based our argument on the premise that  a t rade-o f f  exists  

between internal and external t ra in ing in the formation of s k i l l s .  For 

th is  reason, companies should seek to establish contacts with the local 

t e r t i a r y  educational system for that would improve the responsiveness 

of the l a t t e r  to the needs of the former and as such, i t  would be the 

employers themselves who stand to benefit  most from such formalised 

contacts.

To the extent that supply (quantity) and not demand (pr ice ) ,  are 

the major adjustment instruments to labour shortages and that costs do 

not play a major role in the choice of such instruments, the 

predictions of the conventional labour market theory do not seem to be 

very applicable in an underdeveloped economy such as Zambia. Instead, 

in s t i tu t io n a l ,  social and p o l i t ic a l  considerations seem to supersede 

the price mechanism in the adjustment process. In the f ina l  analysis,  

the predominance of the ins t i tu t iona l  factors perpetuate a distorted  

market system which makes i t  f a i l  to reveal the opportunity costs of 

the various factors of production.
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Table At.1: INDECO GROUP: PRODUCTION STATISTICS, 1982-85,
Percentage Changes

Subsidiary Coy Hain Products Units 1982 1983 1984 1985 82/83 83/84 84/85

Hilling Coys(1) Haize meal Tonnes 221123 229599 223721 232605 3.83 -2.56 3.97
National Hilling Wheat Flour Tonnes 89876 88966 80198 57394 -1.01 -9.86 -28,43
Indeco/National Stockfeeds Tonnes 87509 92329 81569 61921 5.51 -11.65 -24.09
Supa Baking Bread Ten(IOOO) 3945 2992 3354 3912 -24.16 12.10 16,64

Buns Thousands 4571 4301 4528 4010 -5.91 5,28 -11.44
Nitrogen Chemicals Ammon, Nitrate Tonnes 12198 25326 18389 8770 107.62 -27,39 -52.31

Comp Fertilizer Tonnes 0 46066 60520 61729 0.00 31.38 2.00
Expl nitrate Tonnes 21246 22977 15841 19071 8.15 -31,06 20.39

Kafironda NG explosives Tonnes 12257 12237 11384 12959 -0.16 -6.97 13.84
Anfex Tonnes 14068 13254 11180 11406 -5.79 -15,65 2.02
Capped fuses Thousands 7484 6850 5206 7215 -8.47 -24.00 38.59

GPL I. fluids Bags(IOOO) 893 649 683 693 -27.32 5.24 1.46
Zambia Breweries Lager beer HIi t( 1000) 1101 1099 880 746 -0.18 -19.93 -15.23
National Breweries Opaque beer H Iit(1000) 2209 2169 2245 2290 -1.81 3.50 2.00
Kabwe Fabrics Poly bags Thousands 11242 9920 10724 13146 -11.76 8.10 22.58
Kapiri Glass Glass Tonnes 11316 14797 12648 11538 30.76 -14.52 -8.78
Norgroup Plastics Beer Crates Thousands 1592 2402 1874 2092 50.88 -21.98 11.63
Hansa Batteries Batteries Thousands 9174 12484 12839 11390 36.08 2.84 -11.29
Rucom Industries Coffee Kgs 40526 64204 75680 0 58.43 17.87 0.00

Canned fruits Cases 11423 12978 12191 11275 13.61 -6.06 -7,51
ZAHOX Oxygen Cu H(IOOQ) 1667 1627 1472 1563 -2.40 -9.53 6.18

Acetylene Cu M(1000) 262 251 242 249 -4,20 -3.59 2,89
ZAHEFA Copper rods Tonnes 738 744 2231 4437 0.81 199.87 98,88

Cables Tonnes 903 887 796 1059 -1.77 -10,26 33.04
Other Cu products Tonnes 250 180 184 276 -28.00 2,22 50,00

ROP(1975) Edible oils Tonnes 12933 18787 20576 17091 45.26 9.52 -16.94
Soaps/detergents Tonnes 8974 8406 10725 12420 -6.33 27.59 15.80
Oil seed cakes/hulls Tonnes 10421 14718 13123 14796 41.23 -10.84 12.75
Toothpaste/Shampoo Tonnes 63 70 33 38 11.11 -52.86 15.15

Zambia Sugar Refined Sugar Tonnes 95144 95159 99680 101693 0.02 4.75 2.02
LHA Fiats Nos 263 491 313 299 86.69 -36.25 -4.47

Other vehicles Nos 0 468 585 421 0.00 25.00 -28.03
CTS Tyre retreads Thousands 31 31 36 37 0.00 16,13 2.78
Kafue Textiles Textiles Metres!1000) 13918 13222 12746 16283 -5.00 -3.60 27.75
ZSBS Blockboards/plywood Sheets!1000) 93 81 81 50 -12.90 0.00 -38.27

Doors Thousands 62 77 34 24 24.19 -55.84 -29.41
Parquet tiles Boxes! 1000 } 8 18 14 57 125.00 -22.22 307.14

Zambezi Sawmills Railway sleepers Cu H 1435 1015 1117 1089 -29,27 10,05 -2.51
Hining sleepers Cu H 1376 470 408 159 -85.84 -13.19 -61.03
Sawn timber Cu H 2659 1855 4473 3558 -30.24 141.13 -20.46

Chilanga Cement Cement Tonnes!1000) 316 306 291 289 -3.16 -4,90 -0.69
Crushed Stones Stone products Tonnes!1000) 122 126 124 124 3.28 -1.59 0,00

Lime/Lime products Tonnes!1000) 17 10 10 17 -41.18 0.00 70.00
Luangwa Industries Bicycles Nos 0 18332 35131 23593 0.00 91.64 -32,84
Lusaka Engineering Buses Nos 44 17 17 0 -61.36 0.00 -1.E2

Trailers Nos 393 523 493 337 33.08 -5.74 -31.64
Nails Bags!1000) 6 8 13 12 33.33 62.50 -7.69
Flyscreens Thousands 19 17 17 8 -10.53 0.00 -52.94
Conduits Bundles!1000) 2 5 6 6 150.00 20.00 0.00
Furniture Thousands 13 4 15 19 -69.23 275.00 26.67

Lenco & Monarch Window/door frames Thousands 152 141 150 86 -7.24 6.38 -42.67
Honarch Electric water heate Nos 3541 4186 3456 2670 18.22 -17,44 -22.74

Galvanised holloware Thousands 66 65 58 44 -1.52 -10.77 -24,14
Welded wire products Rolls(IQQO) 19 19 8 38 0.00 -57.89 375,00
Wheel barrows Thousands 5 4 5 5 -20.00 25.00 0,00
Cans Thousands 935 1083 1208 582 15.83 11.54 -51.82

NB: (1) Includes National, Indeco, Choma and United Hi ling Companies 
Source: INDECO Annual Reports, 1982-1986
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Table A1.2 Estimated Investment in the Manufacturing Sector IXiring the Fourth National 
Development Plan— 1989 to 1993

Project Cost (K'000)
Programme/Project_____________________________ Local Foreign Total X Foreign

Priority A— Rehabilitation

Intravenous Fluids Plant— GFLa 1345 2294 3639 63.04
General Pharmaceutical Ltda 2335 1000 3335 30.0
Crushed Stones Sales Ltda - 6560 6560 100.0
Zambezi Sawmills3 2572 20386 22958 88.8
Ndola Maize Mill— Indeco Milling3 2678 27107 29780 91.0
Stockfeed— Indeco Milling3 5539 9461 15000 63.1
Livingstone Maize Mill— NMC3 3551 16935 20486 82.7
Supa baking Company3 9661 6186 15847 39.0
Premium Oils Ltd - 1136 1136 100.0
Rubber Factory and Earthmover 
Tyre Retreading— CTSa 6663 5828 12491 46.7
Polypropylene Plant— KIF3 - 13500 13500 100.0
Chilanga Cement— Quarry Crusher3 - 6329 6329 100.0
Kalulushi Brickworks 16298 27786 44084 63.0

Priority B— New and Expansion
ROP— Glycerine Recovery Plant3 7608 7915 15523 51.0
Mongu Maize Mill3 2000 6000 8000 75.0
Mwinilunga Cannery3 1780 2772 4506 61.5
Norgroup Plastics3 400 14474 14874 97.3
Premium Oils Ltd - 16199 16199 100.0
Chilanga Cement3 7500 47265 54765 86.3
-Drug Manufacturing— GPL3 2507 2845 5352 53.1
Marble Processing 8263 9889 18152 54.4
Steel Rerolling Mill 103900 225940 324840 69.6
Irrigation Equipment 1671 7747 9418 82.3
Electric Motors and Transformers 6850 15200 22050 68.9
Leather Tannery Processing 24264 72824 97088 75.0
Zaroefa— Telephone Cable3 8317 1155 9472 12.3
Malting Plant3 139400 219768 359168 61.2
Centralised Engineering Workshop 10000 - 10000 0.0

Note: a are INDECO subsidiary companies

Source: Republic of Zambia, National Commission for Development Planning, Economic 
Recovery Programme: Fourth National Development Plan, 1989— 1993, vol. II, 
(Lusaka: Government Printers, 1989), p. 529
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T a b le A1.3 INDECO Limited. Principal Subsidiary and Associate Companies— 1985/86.

Principal Subsidiary Companies: INDECO % Share Comments

AFE Limited
Anros Industries Limited 
Chilanga Cement Limi ted 
Chotna Milling Company Limited 
Consolidated lyre Services Limited 
Crushed Stone Sales Limited 
General pharmaceuticals Limited 
Indeco Milling Limited 
Indeco Estate Development Company limited 
Indeco Properties Limited 
Kabwe Industrial Fabrics Limited 
Kafironda Limited 
Kafue Textiles of Zambia Limited 
Kapiri Glass Products Limited 
Livingstone Motor Assemblers Limited 
Luangwa Industries limited 
Lusaka Engineering Company Limited 
Mansa Batteries Limited 
Metal Fabricators of Zambia Limited 
Monarch Zambia Limited 
Motor Parts Distributors Limited 
Mwaiseni Properties Limited 
National Breweries Limited 
National D n m  and Can Company Limited 
National Milling Company Limited 
Norgroup Plastics Limited 
Paultry Development Company Limited 
ROP (1975) Limited 
Rucom Industries Limited 
Supa Baking Company Limited 
United Milling Company Limited 
Zambezi Saw Mills (1968) Limited 
Zambia Breweries limited 
Zambia Ceramics Limited 
Zambia Clay Industries Limited 
Zambia Coffee Company Limited 
Zambia Oxygen Limited 
Zambia Pork Products limited (ZAPP) 
Zambia Steel and Building Supplies 
Limited (ZSBS)

Zambia Sugar Company Limited

98
80
60
100
100
100
100
100
100
100
100
54
55 
89 
70
100
60

100
51
100
100
100
51
51
51

100
100
100
100
100
100
100
55
100
100
100
51
100

100
78

Managed by INDECO

In voluntary liquidation

In voluntary liquidation

Managed by ZAPP

Managed by ZSBS

Undergoing rehabilitation

Associated Companies:
Duncan Gilbey and Matheson (Z) Limited 
Dunlop Zambia Limited 
Mukuba Hotel
Nkwazi Manufacturing Company Limited 
Scaw Limited

49.7
23
8
5
2

Source: INDECO Annual Report, 1986, p. 2.
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Figure A1.1: INDECO LIMIT ED: OPERATIONS IN ZAMBIA 
AND PARTNERS AROUND THE WORLD.

L u s a k a

----------

Operations in Zambia
C o n s o l i d a t e d  T y r e  S e r v i c e s  
L i m i t e d
M o n a r c h  Z a m b i a  L i m i t e d  
N a t i o n a l  B r e w e r i e s  L i m i t e d  
S u p a  B a k i n g  C o m p a n y  
L i m i t e d
Z a m b i a  C e r a m i c s  L i m i t e d  
Z a m b i a  S t e e l  a n d  B u i l d i n g  
S u p p l i e s  L i m i t e d  
S c a w  L i m i t e d

I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d

R u c o m  I n d u s t r i e s  L i m i t e d  
U n i t e d  M i l l i n g  C o m p a n y  
L i m i t e d
Z a m b i a  C l a y  I n d u s t r i e s  
L i m i t e d  
M e t a l  F a b r i c a t o r s  o l  Z a m b i a  
L i m i t e d

I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d

I n d e c o  M i l l i n g  C o m p a n y  L i m i t i  
K a p i r i  G l a s s  p r o d u c t s  L i m i t e d  
G e n e r a l  P h a r m a c e u t i c a l s  
L i m i t e d
K a b w e  I n d u s t r i a l  F a b r i c s
L i m i t e d _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _
C h i l a n g a  C e m e n t  L i m i t e d  
A F E  L i m i t e d  
Z a m b e z i  S a w  M i l l s  L i m i t e d  
Z a m b e z i  S a w  M i l l s  L i m i t e d  
L i v i n g s t o n e  M o t o r  A s s e m b l e r s  
L i m i t e d
Z a m b e z i  S a w m i l l s  L i m i t e d

Z a m b i a  C o f f e e  C o m p a n y  
L i m i t e d

Kabw*

K a l u e  T e x t i l e s  o l  Z a m b i a  
L i m i t e d
N k w a z i  M a n u f a c t u r i n g  
C o m p a n y  L i m i t e d
Z a m b i a  S u g a r  C o m p a n y  
L i m i t e d
C h o m a  M i l l i n g  C o m p a n y  
L i m i t e d

I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d
M a n s a  B a t t e r i e s  L i m i t e d  
K a l i r o n d a  L i m i t e d

C h i l a n g a  C e m e n t  L i m i t e d  
I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d
N o r g r o u p  P l a s t i c s  L i m i t e d  
R O P  ( 1 9 7 5 )  L i m i t e d  
Z a m b i a  B r e w e r i e s  L i m i t e d  
Z a m b i a  O x y g e n  L i m i t e d  
Z a m b i a  S t e e l  a n d  B u i l d i n g  
S u p p l i e s  L i m i t e d  
Z a m b i a  S u g a r  C o m p a n y  
L i m i t e d
O u n l o p  Z a m b i a  L i m i t e d  

I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d
L u a n g w a  I n d u s t r i e s  L i m i t e d  
I n d e c o  M i l l i n g  C o m p a n y  
L i m i t e d _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

A n r o s  I n d u s t r i e s  L i m i t e d  
C o n s o l i d a t e d  T y r e  S e r v i c e s  
L i m i t e d
C r u s h e d  S t o n e  s a l e s  L i m i t e o  
I n d e c o  E s t a t e  D e v e l o p m e n t  
C o m p a n y  L i m i t e d  
L u s a k a  E n g i n e e r i n g  C o m p a n y  
L i m i t e d
M w a i s e n i  P r o p e r t i e s  L i m i t e d  
N a t i o n a l  B r e w e r i e s  L i m i t e d  
N a t i o n a l  M i l l i n g  C o m p a n y  
L i m i t e d
R O P  ( 1 9 7 5 )  L i m i t e d  
S u p a  B a k i n g  C o m p a n y  U m i t e i  
Z a m b i a  B r e w e r i e s  L i m i t e d  
Z a m b i a  O x y g e n  L i m i t e d  
Z a m b i a  S t e e l  a n d  B u i l d i n g  
S u p p l i e s  L i m i t e d  
Z a m b i a  S u g a r  C o m p a n y  L i m i t t  
D u n c a n  G i l b e y  a n d  M a t h e s o n  
( Z a m b i a )  L i m i t e d

Commonwealth Development 
Corporation 1 2  5 %  s h a r e  i n  
K a l u e  T e x t i l e s  o l  Z a m b i a  
L i m i t e d
1 2 5  0 0 0  7 ' / . . %  c u m u l a t i v e  
r e d e e m a b l e  p r e f e r e n c e  s h a r e ;  
i n  K a l u e  T e x t i l e s  o l  Z a m b i a  
L i m i t e d
2 7 %  i n  C h i l a n g a  C e m e n t  
L i m i t e d
British Oxygen 4 9 %  s h a r e  i n
Z a m b i a  O x y g e n  L i m i t e d

Abercorn Nominees 13% 
s h a r e  i n  N a t i o n a l  M i l l i n g  
C o m p a n y  L i m i t e d  
S p l l l e r s  L i m i t e d  1 3 %  S h a r e  
i n  N a t i o n a l  M i l l i n g  C o m p a n y  
L i m i t e d

Duncan Gilbey i  Matheson 
3 4 %  s h a r e  i n  D u n c a n  G i l b e y  
&  M a t h e s o n  Z a m b i a  L i m i t e d

Dunlop 7 7 %  s h a r e  i n  D u n l o p  
Z a m b i a  L i m i t e d

J a p a n

Kobe Steel K 1  m i l l i o n  
p r e f e r e n c e  s h a r e s  i n  N i t r o g e n
C h e m i c a l s  o l  Z a m b i a  I  i m i t e d

Cobar 1 5 %  s h a r e  i n  K a l i r o n d a  
L i m i t e d
Thirty-three Nominees 
Company Limited 1 0 %  s h a r e  
i n  K a l u e  T e x t i l e s  o l  Z a m b i a  
L i m i t e d

7 4  0 0 0  7 ' / - %  c u m u l a t i v e  
r e d e e m a b l e  p r e f e r e n c e  s h a r e s  
i n  K a l u e  T e x t i l e s  o l  Z a m b i a  
L i m i t e d

F i a t  2 0 %  s h a r e s  i n  L i v i n g s t o n e  
M o t o r  A s s e m b l e r s  L i m i t e d  
I n t e r s o m e r  2 0 %  s h a r e  i n  
L u s a k a  E n g i n e e r i n g  C o m p a n y  
L i m i t e d
P i a c a n z a  2 0 %  s h a r e  i n
E n g i n e e r i n g  C o m p a n y  L i m i t e d

Source: INDECO Annual Report, 1986.

Partners around the world

W e s t  G e r m a n y
C o u l i n h o  C a r o  9 %  s h a r e  i n
K a p i r i  G l a s s  P r o d u c t s  L i m i t e d

C a n a d a
J o h n  L a b a t t ' s  2 0 %  s h a r e  i n  
Z a m b i a  B r e w e r i e s  L i m i t e d

U n i t e d  S t a t e s  o l  A m e r i c a  
P h e l p s  D o d g e  S v e n s k a  
M e t a l l v e r k e n  I n t e r n a t i o n a l  
C o r p o r a t i o n  2 0 %  s h a r e  h i  
Z A M E F A
C o n t i n e n t a l  R e s o u r c e s  L i m i t e d  
9  4 %  s h a r e  i n  Z A M E F A

L i e c h t e n s t e i n  ( S w i t z e r l a n d )
A m e n i t a i  2 0 %  s h a r e  i n  K a l u e  
T e x t i l e s  o l  Z a m b i a  L i m i t e d  
T e x l i l c o n s u l l  2  5 %  s h a r e  i n  
K a l u e  T e l x t i l e s  o l  Z a m b i a  
L i m i t e d  
2 5  0 0 0  7 ' / . %  c u m u l a t i v e  
r e d e e m a b l e  p r e f e r e n c e  s h a r e s  
o l  K 2  e a c h  i n  K a l u e  T e x t i l e s  
o f  Z a m b i a  L i m i t e d _ _ _ _ _ _ _ _ _ _ _

U n i t e d  K i n g d o m

H e i n r i c h s  S y n d i c a t e  4 9 %  s h a r e  
i n  N a t i o n a l  B r e w e r i e s  L i m i t e d  
T a l e  &  L y l e  1 1 %  s h a r e  i n  
Z a m b i a  S u g a r  C o m p a n y  L i m i t e d  

C o v i l i n k  3 0  5 %  s h a r e  i n  
K a l i r o n d a  L i m i t e d
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APPBHDIX I I I :

Zambia Consolidated Copper Mines Limited (ZCCM)

Labour Utilisation Statistics as at 31 December. 1984

Occupational Category Auth
t t t

Expat Local Total Variance
■■(2=rr~

% Zambians

Mining Engineers 266 137 86 223 (43) 38.56
Mine Captains 197 30 148 178 (19) 83.15
Mining Technicians 29 - 66 66 +37 100.00
Geologists 94 52 25 77 (17) 32.47
Surveyors 150 29 110 139 (U) 79.14
Ventilation Engineers 93 1 74 75 (18) 98.67
Industrial Engineers 87 13 42 55 (32) 76.36
Metallurgists 252 117 120 237 +15 50.63
Chemists 83 31 41 72 (11) 56.94
Metallurgical Technicians 37 - 66 66 +29 100.00
General Foremen-Metallurgical 45 2 44 46 +1 95.65
Civil Engineers 57 36 12 48 (9) 25.00
Electrical & Electronics Engineers 187 84 66 150 (37) 44.00
Mechanical Engineers 460 268 65 333 (127) 19.51
Draughtsmen 164 19 118 137 (27) 86.13
Civil Engineering Technicians 45 11 21 32 (13) 65.63
Electrical/Electronics

Engineering Technicians 46 4 240 244 +198 98.36
Mechanical Engineering Technicians 40 11 192 203 +163 94.58
Medical Doctors 98 47 60 107 +9 56.07
Dentists 10 9 1 10 - 10.00
Medical Assistants 22 - 23 23 +1 100.00
Dental Assistants 2 - 4 4 +2 100.00
Veterinarians 1 1 - 1 - -
Veterinary Assistants - - - - - -
Pharmacists 15 6 6 12 (3) 50.00
Pharmacy Technicians 19 - 21 21 +2 100.00
Public Health Nutritionists 7 - 8 8 +1 100.00
Optometrists and Opticians 
Physiotherapists/Occupational

1 1
'

1 mm

Therapists 12 - 10 10 (2) 100.00
Medical X-Ray Technicians 
Medical, Dental, Veterinary &

13 14 14 +1 100.00

Related workers NEC 
University and Higher Education

73 4 64 68 (5) 94.12

Teachers 9 4 - 4 (5) -
Secondary Education Teachers 39 13 18 31 (8) 58.06
Primary Education Teachers 154 106 31 137 (17) 22.63
Pre-Primary Education Teachers 5 - 4 4 (1) 100.00
Teachers NEC 176 10 159 169 (7) 94.08
Lawyers 6 - 7 7 +1 100.00
Economists - - - - - -
Accountants 409 64 281 345 (64) 81.45
Computer Programmers 37 3 30 33 (4) 90.91
Systems Analysts 41 9 20 29 (12) 68.97
Computer Operators 61 - 61 61 - 100.00
Aircraft Pilots 7 2 5 7 - 71.43
Agronomists & Related 9 1 8 9 - 88.89
Professional Nurses 321 48 284 332 +11 85.54
Professional Midwives 96 2 71 73 (23) 97.26
Nursing Personnel NEC 787 - 753 753 (34) 100.00
Managers 97 44 53 97 - 54.63



Occupational Category Auth Expat Local Total Variance % Zambians

Public Relations Officers 5 - 5 5 - 100.00
Photographers 8 - 6 6 (2) 100.00
Farm Managers 17 6 7 13 (4) 53.84
Personnel & Occupational Officers 302 - 318 318 +16 100.00
Mathematicians and Actuaries 14 6 2 8 (6) 25.00
Statisticians - - - - - -
Statistical & Mathematical Technicians 1 - 1 1 - 100.00
Managers-Catering and Lodging 10 6 3 9 (1) 33.33
Metallurgical Production Supervisors 458 - 503 503 +45 100.00
Mining Production Supervisors 2 235 - 2 103 2 103 (132) 100.00
Miners 18 689 - 18 829 18 829 +140 100.00
Authors, Journalists & Related 6 - 6 6 - 100.00
Archivists 4 - 4 4 - 100.00
Engineering Artisans-Mechanical 2 288 172 1 579 1 751 (537) 90.18
Engineering Artisans-Electrical 1 091 99 884 983 (108) 89.93
Engineering Artisans-Civil 318 10 206 216 (102) 95.37
Buyers 100 8 91 99 (1) 91.92
Protective Service Workers 262 - 255 255 (7) 100.00
Athletes, Sportsmen & Related 26 1 21 22 (4) 95.45
Social Service Workers 78 - 76 76 (2) 100.00
Librarians 11 1 8 9 (2) 88.89
Stock Controllers/Stores Officers 186 28 153 181 (5) 84.53
Storekeepers 71 - 69 69 (2) 100.00
Executive Secretaries/Stenographers 169 - 157 157 (12) 100.00
Clerical Supervisors & Clerks 124 - 117 117 (7) 100.00
Plant Fitter Mechanics 168 - 146 146 (22) 100.00
Diesel Fitter Mechanics 92 - 100 100 +8 100.00
Boilermaker Mechanics 90 - 73 73 (17) 100.00
Rigger Mechanics 28 - 30 30 +2 100.00
Electrical Mechanics 88 - 90 90 +2 100.00
Instrumentation Mechanics 14 - 21 21 +7 100.00
Mechanics NEC 218 - 199 199 (19) 100.00
Trainees 716 - 1 317 1 317 +601 100.00
Metallurgical Operatives 6 995 - 6 521 6 521 (474) 100.00
Labour NEC 19 635 138 19 985 20 123 +488 99.31

ZCCM GROUP TOTAL IN ZAMBIA 59 376 1 694 57 417 59 111 (265) 97.31

Notes; Auth = the authorised establishments. 
Expat = expatriates/non-Zambians 
Local = Zambians

Source: ZCCM, Fourth National Development Plan Data, 1985.
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Bl-3 Please, complete the following schedule of total employment in your
organisation since 1964 (or since the date of your establishment in Zambia - 
if after Independence) and expected employment up to the year 2000.

YEAR 1964 19 68 19 70 1975 1978 1980 1981 1982 1983 1984

ZAMBIANS

NON-ZAMBIANS

MALE

FEMALE

TOTAL

YEAR 1985 19 86 1987 19 88 19 89 1990 1991 1995 2000

ZAMBIANS

NON-ZAMBIANS

MALE

FEMALE

TOTAL
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B l-7 If vacancies exist in your company (see Bl-4 above), please complete 
the following table.

POST VACANT 
(and how many)

EDUCATIONAL LEVEL/ 
EXPERIENCE REQUIRED

REASON FOR IS VACANCY 
VACANCY CURRENTLY 

ADVERTISED

LENGTH OF TIME 
VACANCY REMAINED 
UNFILLED

C. LABOUR SHORTAGES.

Cl-0 During the period, April 1983 to March 1986, did your organisation experience 
difficulty in recruiting any type of worker? YES^ C 3, N02C 3

If NO, TURN TO QUESTION Cl-6.

Cl-1 Were such recruitment difficulties experienced persistently over that period?
YES 3 N02C 3

Cl-2 Show whether recruitment difficulties in the local labour market have had any 
of the following effects:

Tick
1. Actual reduction in output from previous levels

2. Actual decline in output quality or service

3. Turn down desirable orders

4. Delivery periods lengthened

5. Orders lost due to long delivery dates

6. Postponement or curtailment of investment

7. Shortage in key occupations prevented expansion 
of tiie employment

8.’ Perpetual dependence on expatriate professionals, 
managers and technicians
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F. ACTUAL AND PLANNED OUTPUT, VALUE ADDED INVESTMENTS, TURNOVER, SALES, 
TOTAL PROFITS AND WAGE COSTS
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^V*-/ Planned output, value added, sales, turnover, total profits and wage bills.

Financial year ending 1987 1988 1989 1990 1991 1992 1995 2000

Output Product 
(in units) (specify)

1*

2.

3.

.4.

5.

6.

Sales 
(in units)
(total)
Capital
investment (K000) 
(K000)

Value added (K000)

Turnover (K000)

Gross profits (K000)

Total wages § salary costs (K000)

Capacity utilisation % *

Thank you for completing the questionnaire. Your return of this 
• questionnaire by the end of December 1986 will be greatly appreciated.

Since it has not been possible to ask all the relevant questions 
with regard to labour shortages and manpower planning in your 
company, I am planning to conduct interviews after questionnaires 
have been completed and returned. IF YOUR FIRM IS INTERESTED 
IN PARTICIPATING, PLEASE TICK HERE 1 |

Name of person to be contacted:____________________________________

Position in company: ____________________________________

Please indicate by ticking in this box 1 ) if you would like to
receive a brief report on the findings of the project, which 
will be circulated through the office of the INDECO Managing 
Director some time next year.
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STUDY OF MANPOWER PLANNING AND LABOUR SHORTAGES IN AFRICA : THE EXPERIENCES OF 
ZAMBIA'S INDUSTRIAL DEVELOPMENT CORPORATION ; PROBLEMS AND PROSPECTS

INDECO CENTRAL : QUESTIONNAIRE A

Dear Respondent/

I would like to draw on your knowledge and experiences of planning and 
utilising human resources in the Indeco Group of Companies. The questionnaire 
hereunder covers general issues like changes in the structure of Indeco over 
time, changes in total employment, profitability, etc. The other issues 
covered are those relating to labour shortages, and the organisational structure 
of the Group.

To have a standard meaning, the concept enterprise is, for the purposes of 
this study, taken to mean a whole group of companies or divisions under one 
overall management - e.g., the Indeco Group of Companies is an enterprise because 
it falls under the auspices of management at Indeco Central in Lusaka.

Be assured also that the information you provide in this questionnaire will 
be treated in the strictest confidence, and will only be used for academic 
purposes.

I thank you in advance for your co-operation.

(Mushiba Nyamazana)
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THE UNIVERSITY OF ZAMBIA
AND THE SCHOOL OF ORIENTAL AND AFRICAN STUDIES, UNIVERSITY OF LONDON

STUDY OF MANPOWER PLANNING AND LABOUR SHORTAGES 
IN THE ZAMBIAN PARASTATAL AND PRIVATE INDUSTRIAL SECTORS

Dear Respondent,

You are kindly requested to participate in a study on manpower planning
and labour shortages in Zambia by providing information of your personal
knowledge and experience as regards some aspects of your employment. The 
aim of the study is to find out employees1 views on job satisfaction and 
other relevant matters which may affect their mobility in the labour market, 
and any consequential effects on labour shortages to affected employers.
The other aim is to determine how your views nay help employers to improve 
both their recruitment processes and retention rates by adopting measures 
which aim at reducing labour turnover.

Given the inherent skilled and professional labour shortages in Zambia, 
your response to this questionnaire may provide valuable information which 
may help the various employers in Zambia to improve their methods of hiring, 
developing (training) and retaining the necessary labour. I would be most 
grateful if you would complete the questionnaire as soon as possible, and 
hand it to me or one of my research assistants who will be visiting your
company at the time.

Please be assured that any information you provide will be treated in 
strictest confidence, and will not be shown to your employers, and that no 
individual names or organisations will be identified in the final documented 
study.

Should you be interested to know more about this study, please contact me 
personally at the time I am visiting your workplace, or write to me at the 
following address:

The University of Zambia,
Department of Economics,
PO Box 32379,
Lusaka.

Telephone: 213221

Thank you in advance for your co-operation and assistance.

Yours sincerely

(Mushiba Nyamazana)
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APPENDIX V: REASONS FOR CHOOSING PRESENT JOB AND ACTUAL EXPERIENCE IN THE JOB.

A: INDECO EMPLOYEES

Very Of Some No Not Row
Important Importance Importance Applicable Total

Type of Work 63 2 1 1 85
74.1 24.7 1 . 2 -

Job Security 61 2 1 2 1 85
71.8 24.7 2.4 1 . 2

Personal Independence 37 33 13 2 85
43.5 38.8 15.3 2.4

Salary/wage bevel 46 32 6 1 85
54.1 37.6 7.1 1 . 2

Using Personal Abilities to the Full 6 8 13 4 - 85
80.0 15.3 4.3 -

Good Career Prospects 59 18 4 3 84
70.2 21.4 4.8 3.6

Flexible Opportunities for Career Change 23 33 26 3 85
27.1 38.8 30.6 3.5

Further Training Opportunities 62 18 6 - 8 6

72.1 20.9 7.0 -
Opportunities for Professional Qualifications 55 24 5 1 85

64.7 28.2 5.9 1 . 2

Size of Com pany 28 38 16 3 85
32.9 44.7 18.8 3.5

Company's Record as a Good Employer 36 36 13 - 85
42.4 42.4 15.3 -

Variety of Work 35 29 19 2 85
41.2 34.1 22.4 2.4

Opportunity to Use Skill/Training 41 33 9 2 85
48.2 38.8 1 0 . 6 2.4

Opportunities for Travelling Abroad 8 29 46 2 85
9,4 34.1 54.1 2.4

Doing Something Useful (socially or economically) 32 35 15 2 84
38.1 41.7 17.9 2.4

Contact/Meeting People 36 35 14 - 85
42.4 41.2 16.5 -

Plenty of Responsibility 50 25 9 1 85
58.8 29.4 1 0 . 6 1 . 2

Good Equipment 36 23 25 1 85
42.4 27.1 29.4 1 . 2

Intellectually Demanding/Satisfying Job 48 23 9 5 85
56.5 27.1 1 0 . 6 5.9

Flexible Working Hours 24 24 33 4 85
28.2 28.2 38.8 4.7

Pleasant Conditions of Service 40 35 1 0 - 85
47.1 41.2 1 1 . 8 -

Congenial Colleagues 2 1 37 23 4 85
24.7 43.5 27.1 4.7

Company Car or other Fringe Benefits 1 0 41 30 4 85
1 1 . 8 48.2 35.3 4.7

Geographical Location of Firm 13 30 40 2 85
15.3 35.3 47.1 2.4

Job Offer Came at Opportune Time 25 30 24 6 85
29.4 35.3 28.2 7.1

Ownership of the Company (parastatal) 27 19 27 4 77
35.1 24.7 35.1 5.2

Other 3 1 1 - 4
60 2 0 2 0 -

COMPARISON OF EXPECTED AND ACTUAL CONDITIONS IN PRESENT JOB
Better than Same as Worse than Not Row
Expected Expected Expected Applicable Total

Job Security 2 2 45 18 _ 85
25.9 52.9 2 1 . 2 -

Personal Independence 2 1 48 14 2 85
24.7 56.5 16.5 2.4

Salary/Wage Level 15 34 34 1 84
17.9 40.5 40.5 1 . 2

Using Personal Abilities to the Full 27 32 23 1 83
32.5 38.6 27.7 1 . 2

Good Career/promotion Prospects 8 43 30 - 81
9.9 53.1 37.0 -
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Better than 
Expected

Same as 
Expected

Worse than 
Expected

Not Row 
Applicable Total

Flexible Opportunities for Career Change 1 2 48 2 0 4 84
14.3 57.1 23.8 4.8

Opportunities for Further Training 1 1 28 44 1 84
13.1 33.3 52.4 1 . 2

Opportunities for Professional Qualifications 13 37 30 4 84
15.5 44.0 35.7 4.8

Variety of Work 27 43 13 1 84
32.1 51,2 15.5 1 . 2

Use of Skills/Training 14 47 2 1 1 83
16.9 56.6 25.3 1 . 2

Opportunities for Travel Abroad 8 31 36 9 84
9.5 36.9 42.9 10.7

Doing Something Useful 23 48 1 1 1 83
27.7 57.8 13.3 1 . 2

Contact with People 33 46 4 1 84
39.3 54.8 4.8 1 . 2

Plenty of Responsibility 34 32 14 2 82
41.5 39.0 17.1 2.4

Good Equipment 19 38 2 2 4 83
22.9 45.8 26.5 4.8

Intellectually Demanding/Satisfying Job 18 46 15 1 80
22.5 57.5 18.8 1 . 2

Flexible Working Hours 14 63 2 4 83
16.9 75.9 2.4 4.8

Pleasant Working Conditions 17 43 23 - 83
20.5 51.8 27.7 -

Congenial Colleagues 17 55 9 1 82
20.7 67.1 1 1 . 0 1 . 2

Interesting Work 28 39 14 - 81
34.6 48.1 17.3 -

Good Industrial Relations 1 2 42 27 - 81
14.8 51.9 33.3 -

Political Pressures 19 51 6 6 82
23.2 62,2 7.3 7.3

B: PRIVATE SECTOR
Very
Important

Of Some 
Importance

No
Importance

Not
Applicable

Row
Total

Type of Work 23 9 2 34
67.6 26.5 5.9

Job Security 17 13 4 - 34
50.0 38.2 1 1 . 8 -

Personal Independence 14 13 7 - 34
41.2 38.2 2 0 . 6 _

Salary/wage Level 15 1 2 6 - 33
45.5 36.4 18.2 -

Using Personal Abilities to the Full 26 6 1 1 34
76.5 17.6 2.9 2.9

Good Career Prospects 16 1 2 3 2 33
48.5 36.4 9.1 6 . 1

Flexible Opportunities for Career Change 8 1 2 13 1 34
23.5 35.3 38.2 2.9

Further Training Opportunities 2 0 1 0 4 - 34
58.8 29.4 1 1 . 8

Opportunities for Professional Qualifications 18 1 2 4 - 34
52.9 35.3 1 1 . 8 -

Size of Company 5 17 1 1 1 34
14.7 50.0 32.4 2.9

Company1s Record as a Good Bnployer 1 1 16 7 - 34
32.4 47.1 2 0 . 6 -

Variety of Work 1 2 15 6 1 34
35.3 44.1 17.6 2.9

Opportunity to Use Skill/Training 13 9 1 1 1 34
38.2 26.5 32.4 2.9

Opportunities for Travelling Abroad 4 9 19 2 34
1 1 . 8 26.5 55.9 5.9

Doing Something Useful (socially or economically) 15 15 4 - 34
44.1 44.1 1 1 . 8

Contact/Meeting People 13 16 4 1 34
38.2 47.1 1 1 . 8 2.9

Plenty of Responsibility 1 2 16 5 1 34
35.3 47.1 14.7 2.9
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Very Of Some No Not Row
Important Importance Importance Applicable Total

Good Equipment 1 1 1 2 1 0 33
33.3 36.4 30.3 -

Intellectually Demanding/Satisfying Job 16 1 2 5 1 34
47.1 35.3 14.7 2.9

Flexible Working Hours 9 1 1 14 - 34
26.5 32.4 41.2 -

Pleasant Conditions of Service 17 13 4 - 34
50.0 38.2 1 1 . 8

Congenial Colleagues 5 16 1 0 - 31
16.1 51.6 32.3 -

Company Car or other Fringe Benefits 1 0 1 2 1 2 - 34
29.4 35.3 35.3 -

Geographical Location of Finn 6 13 15 - 34
17.6 38.2 44.1 -

Job Offer Came at Opportune Time 19 1 0 4 1 34
55.9 29.4 1 1 . 8 2.9

Ownership of the Company (private) 1 2 9 13 - 34
35.3 26.5 38.2 -

Other 3 _ 2 1 6

50.0 33.3 16.7

COMPARISON OF EXPECTED AND ACTUAL CONDITIONS IN PRESENT JOB
Better than Same as Worse than Not Row
Expected Expected Expected Applicable Total

Job Security 6 14 1 2 — 32
18.8 43.8 37.5 -

Personal Independence 1 0 17 6 - 33
30.3 51.5 18.2 -

Salary/Wage Level 1 0 1 0 13 - 33
30.3 30.3 39.4 -

Using Personal Abilities to the Full 1 2 9 1 1 - 32
37.5 28.1 34.4 -

Good Career/promotion Prospects 1 0 9 15 - 34
29.4 26.5 44.1 -

Flexible Opportunities for Career Change 6 16 1 0 1 33
18.2 48.5 30.3 3.0

Opportunities for Further Training 9 7 17 - 33
27.3 2 1 . 2 51.5 -

Opportunities for Professional Qualifications 8 9 16 1 34
23.5 26.5 47.1 2.9

Variety of Work 1 1 1 2 1 0 - 33
33.3 36.4 30.3 -

Use of Skills/Training 4 13 15 2 34
1 1 . 8 38.2 44.1 5.9

Opportunities for Travel Abroad 6 6 2 0 2 34
17.6 17.6 58.8 5.9

Doing Something Useful 8 18 6 - 32
25.0 56.3 18.8 -

Contact with People 9 17 6 1 33
27.3 51.5 18.2 3.0

Plenty of Responsibility 1 0 14 9 1 34
29.4 41.2 26.5 2.9

Good Equipment 8 14 1 0 1 33
24.2 42.4 30.3 3.0

Intellectually Demanding/Satisfying Job 8 1 2 1 2 1 33
24.2 36.4 36.4 3.0

Flexible Working Hours 4 25 5 - 34
1 1 . 8 73.5 14.7 -

Pleasant Working Conditions 6 13 14 - 33
18.2 39.4 42.4 -

Congenial Colleagues 3 2 1 6 1 31
9.7 67.7 19.4 3.2

Interesting Work 9 16 8 - 33
27.3 48.5 24.2 -

Good Industrial Relations 6 13 15 - 34
17.6 38.2 44.1 -

Political Pressures 7 2 1 4 2 34
2 0 . 6 61.8 1 1 . 8 5.9

NOTE: Decimal figures are row percentages.

Source: Employees1 Questionnaire, Questions 8 and 9.
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APPHTOEK VLB 
ZAMBIA OONSQLIEATED OOPPffl MINES LDOTH):

GRADUATE/TECHNOLOGIST DEgELOTOEWI PROGRAMMES 

ZOCM CORPORATE OBJECTIVE
The primary objective of the Company is to achieve maximum financial returns on all the Group's 

assets, with due regard to the well-being of its personnel, plant and financial resources. In accomp­
lishing this objective we will mobilise all the Group's resources in a proper and efficient manner.

To meet this objective, the Company must be manned and controlled by capable people, properly 
trained and developed for the roles they occupy. The Graduate/Technologist Development Progranine is 
designed to ensure that the Company meets this criterion in two ways:
1. By providing a comprehensive, structured development progranine designed to equip the new

graduate/technologist with requisite skills for his role within the Industry in accordance with
the stated Company objective.

2. By ensuring that, as far as is possible, the Company is able to fill all vacancies occurring from
its own ranks. The Development programme therefore, must have as a prime measure of its success,
an ability to identify in house candidates who are experienced and suitably qualified in the 
broader sense, for all vacancies as they occur.

ADMINISTRATIVE PROCEDURES FOR THE DEVELOPMENT OF GRADUATES AND 
TEOMDLOGISTS IN ZAMBIA CONSOLIDATED COPPER HIMES LIMITED

Graduates/Technologists 
i.° INTRODUCTION

The 1985 changes in the method of developing Graduates and Technologists are aimed at 
enchanting graduate/technologist understanding, with training that will include 'hands-on' assignments 
and departmental responsibilities comnensurate with increasing capability.
The change in emphasis will give:
1 . a more practical approach to the development programnes.
2 . more involvement from the operating department officials.
3. more involvement by the Personnel Department.
4 . a standard approach with regard to assessments, records, interviews and panels.
5 . the creation of an atmosphere that allows the graduate/technologist to speak openly and freely

about his career development.

1.1 Revised provisions
1. Graduates will be engaged at Gl level for pay purposes, technologists will be paid at G2 level.
2. All graduates/technologists will undertake the development programnes as laid down down for their

respective disciplines for the stipulated periods.
3. After successful completion of the programme, graduates will be substantiated at the Gl level of

the General Payroll and technologists at G2.
The position to which he/she is assigned will depend upon ability and personal preferences and 

the extent to which the latter can be accommodated in the Company's interests.
From this point in his/her career, the graduate/technologist becomes eligible for vacancies that occur 
at the Sectional Officer (SO) level within the cboaen field.

2.° THE ZCCH ROUS
In order to effectively implement the development programme, specific roles are allocated to:

1. The Division to which the graduate/technologist is assigned.
2. The Directorate of Personnel, Manpower Services and Training Department (MST)
3. The Graduate/Technologist
4. The relevant Staff Development Panel (SDP).

2.1 Division Role
The role of the Division is to:
(i) Provide an appropriate development plan.
(il) Ensure that the development of each graduate/technologist is monitored and assessed regularly.
(iil) Ensure, as much possible, that the graduate/technologist is a full working member of his/her

department.
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2.2 Operating Department's Bole
(i) Immediately after initial orientation, the new Zambian graduate/technologist will be placed on 

the establishment of his/her operating department wherein he/she will rely upon and learn from 
the experienced operators below and from the experienced officials above. Graduates/Technolo­
gists on development will be supernumerary to departmental establishments.

(ii) A Technical Advisor will be appointed for each graduate or group of graduates by the Assistant 
Personnel Manager Manpower Services (APM-MPT) in consultation with the appropriate Superinte­
ndent who will have overall responsibility for the development of the graduate in his depar­
tment. The Technical Advisor should be of at least Divisional Officer level. The appointment 
as Technical Advisor will be mandatory.
The Official so designated will be accountable to the APM-MPT on the accountability involving 
graduate development and will appear before the SDP when so required to clarify certain points 
relating to the development of the graduate.

(iii) The APM-MPT will be responsible for the preparation of the development programme in 
consultation with the Technical Advisor.

(iv) It will be the responsibility of the Technical Advisor, through the graduate's immediate 
supervisor, to ensure that the graduate/technologist is not relegated to an "observer" during 
the period of his/her stay in the section. For this to be achieved, responsibility as dema­
nded by the job should be given and appropriate guidance made available.

2.3 Training Department's Bole
(i) The APM-MPT in consultation with the Operating Department will appoint the Technical Advisor 

for each graduate or group of graduates. “Die person so designated should be suitably quali­
fied and experienced

(ii) The APM-MPT will monitor the progress of graduates and technologists over the different phases 
of their development programmes.

(iii) The Technical Advisor will identify the immediate supervisor for the graduate at the beginning 
of each phase of development.

(iv) The APM-MPT will ensure that the official under whose charge the graduate/technologist is
placed is clear about his role as well as that of the graduate.
Specifically, he should make it clear to both parties that they have the responsibility and 
indeed the right to seek advice from himself and should not wait to be called upon all the 
time.

(v) The graduate/technologist will be required to attend a Domestic Panel after six months. This
Panel will review performance and job effectiveness.
At the end of the next six months (i.e after twelve months of service) the graduate will 
appear before the appropriate Company 'C' Panel and thereafter every twelve months.

(vi) The APM-MPT will provide the conmunication channel on all graduate/technologist information to
Manpower Services and Training (MST).

(vii) Information to be supplied (as necessary) will include:
(a) Promotions
(b) Resignations
(c) Disciplinary measures
(d) Transfer to another Division
(e) Overseas technical visits
(f) Acting Appointments
(g) Assessments
(viii) The overall Division responsibility for the development of graduates/technologists lies with 

the Manager Administration.
(ix) Manpower Services and Training (MST) officials will have access through the APM-MPT to

Technical Advisors in order to monitor Graduate Affairs more closely.
(x) Graduate development will be one of the critical accountabilities in the job description of

the APM-MPT and other Personnel Department officials assigned with the responsibility of deve­
loping graduates. Graduate development will be an important accountability for the Technical 
Advisor and other line officials.
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3.0 MANPOWER SERVICES AHD TRAINING (K5T) ROLE
The Manpower Services and Training has the responsibility to:

(i) Ensure that graduate/technologist development programmes are implemented in accordance with
Company Policy.

(ii) Monitor the progress of a graduate's /technologist's development.
(iii) Recommend a graduate/technologist to be moved to a different area of work.
(iv) Recommend a graduate/technologist to move from one Division to another,
(v) Recommend a graduate/technologist to be developed for a specific job.
(vi) Recommend that a graduate/technologist be placed on special courses, i.e., supervisory, report 

writing, etc.
(vii) Be able to inspect him at work or request a special interview at any time.
(viii) Request special assessment, e.g. in problem cases, etc.

3.1 Graduate Affairs
The Research and Graduate Affairs Officer will liaise with the APM-MPT regarding any problems 
affecting graduates/technologists.

3.2 Records/Assessments
(i) MST will retain a system of records and files
(ii) Graduate Register
(iii) Technologist/Technician Register
(iv) Graduate Assessment Sumaary Sheet to be completed by the Division bi-annually for every 

graduate/technologist or as and when required by MST e.g. problem cases, investigations, etc.
(v) Membership of the Domestic Panels to interview graduates/technologists will be decided upon by

the Division subject to the approval of the Director of Personnel.
(vi) The Manpower Services and Training will receive SDP2 and SDP3 forms for all graduates/techno­

logists.

4.0 GRADUATES/TBOaSODOGlSTS

(i) Graduates should be given productive jobs which should as far as possible make full use of
their technical know-how throughout their development.

(ii) Graduates must contribute fully to the efficient working of their department. Educational
qualifications are an advantage only in cases where an individual demonstrates the ability to 
assume greater responsibilities.

(iii) The graduate is to liaise with the dep>artmental supervisor and the Technical Advisor regarding 
any domestic problems affecting him.

(iv) The APM-MPT will communicate with MST about requests for special interviews required by the
Graduate. The proceedings of such an interview may be restricted to MST officials and the 
graduate/technologist only but Division will be involved in the investigation and advised of 
the outcome.

5.0 FIACEMEMT
The Directorate of Personnel working through established channels will maintain ultimate 
responsibility for the placement of graduates/technologists.

SELECTED DEVELOPMENT PROGRAMMES

INTRODUCTION

(i) Using the guideline development programmes, Divisions will draw up development plans for their 
graduates /technologists. The plans will be submitted to the MST Unit for comment before the 
completion of the orientation period.
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MST will audit the development plans in order to ensure a uniform approach to content and 
implementation.

(ii) Graduates and technologists will be treated basically in the same manner with respect to deve­
lopment procedures and time limit.

(iii) The blasting licence course for Geologists will be mandatory

(iv) Metallurgists will be placed on a narrow development progranine as specified in the booklet.

DEVELOPMENT PROGRAMME FOR APOOCMIAKIS
This programme outlines the accounting function as practised in ZCCM Limited. There are four 

departments that perform this function, namely:-
-Accounting Section

-Finance Section

-Corporate Planning Section and
-Internal Audit Section
A graduate accountant should follow the above sequence. The development will be complete only

after a graduate - ACCA or equivalent- has been through all the departments.

1«° ORIENTATION PROGRAMME (IMonth)
1.1 Engagement formalities - Responsibility of Personnel/
1.2 Induction and familiarisation -Training Department

2.0 DEVELOPMENT PROGRAMME

Duration: The Programme should run for about 30 months
2.1 Accounting 

-Management Reporting 
-Operations

2.2 Finance 
-Metal Sales 
-Accounts Payable 
-Payrolls and Pensions

2.3 Supervisory Course
2.4 Corporate Planning 

-Project Evaluation 

-Financial Planning

2.5 Internal Audit
-Investigation of accounting systems and associated controls.

1. It is envisaged that the high flier should complete the development programme than the stipulated 
30 months.

2. Extension to the programme for whatever reason will require justification and agreement between 
the Division and MST.

3. Upon completion of the programme, the graduate/technologist will be assigned to a department at 
Gl status.

DEVELOPMENT PROGRAMS FOR ELECTRICAL AND MECHANICAL ENGINEERING GRADUATES

This development programme is designed to equip the graduate for the full responsibilities of 
Senior Assistant Engineer (Gl).
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1.0 ORIENTATION PROGRAME (1 month)
1.1 Engagement Formalities - Responsibility of Personnel
1.2 Induction and Plant familiarisation - Training Department

2.0 DEVELOPMENT PROGRAWE
Duration: The Progranae should n n  for about 30 aonths
2.1 Engineering workshops operations.
2.2 Engineering operations in the metallurgical plants.
2.3 Engineering operations in service sections - Power Plant, Townships, etc.
2.4 Supervisory course.
2.5 Aspects of Engineering work in underground working places
2.6 Drawing office practice.
2.7 Projects - Design, Planning, Estimating, Procurement, Rate fixing (where applicable).
The graduate's performance should be monitored at every stage and, where necessary, remedial

action taken accordingly,,

DEVELOPMENT PROGRAMME FOR GRADUATES IN PERSONNEL

This progranine is designed to equip the graduate for the full responsibilities of Gl status 
position within the Personnel Department.

1.0 ORIENTATION PROGRAEME (1 Month)

1.1 Engagement Formalities - Responsibility of Personnel/
1.2 Induction - Training Department.

2.0 DEVELOPMENT PROGRAMME

Duration: The progranne should run for about 30 months 

2.0,1 Manpower Planning Training
2.1.1 Manpower Services
2.1.2 Recruitment

-Selection and Interviews 
-Candidate Testing 
-Medical Examinations 
-Mine Identity Cards 
-Buployment Act

2.1.3 Central Records
-Filing of personal documents 
-Updating of personal records 
-Annual Increments
-Pneumoconiosis examination arrangements 
-Workmen's Compensation Interviews
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2.1.4 Manning Control 
-Daily Time Cards 
-Daily Movement of Labour 
-Daily Statistics 
-Updating Manning Boards 
-Manpower Planning 
-Monitoring Acting Appointments 
-Monthly Reports

2.1.5 Job Analysis 
-Interview of Job Holders 
-Job evaluation requests 
-Writing Job descriptions 
-Drawing Organization Charts 
-Sending Jobs to PRU 
-Notification of Job evaluation results 
-Appreciation of Job evaluation at PRU

2.1.6 Expatriate Bnployment and Staff Advisory 
-Telexes and Overseas Correspondence 
-Interview and briefing
-Documents tion 
-Settling of families 
-National Registration Cards 
-Income Tax Office 
-Banking Arrangements 
-Car Loan facilities 
-Work permits and passports 
-Travel Arrangements 
-Contracts 
-Annual Increments 
-Supplements
-Gratuities and pensions 
-Passages 
-Repatriation 
-Education Allowance
-Medical Cover (Medical Specialist Fund & Bristol 
Contributory Medical Scheme)

2.1.7 Education and Training 
-Co-ordination of Training Activities 
-Graduate Development Programmes 
-Assessment Interviews 
-Identification of Training Requirements
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-Organisation of Short Courses/Seminars
-Maintenance of Training Records
-Preparation of Zambianlsation Statistical reports
-Preparation of Training reports
-Vacation Employment
-Stores Training
-Secretarial Training
-Accounting Training
-Supervisory Training
-Mining Training
-Engineering Training
-Metallurgical Training
-Personnel Training
-Visits

2.1.8 Supervisory Course

2.2.0 INDUSTRIAL RELATIONS AND CCmUNJTY DEVHflFMENr

2.2.1 Industrial Relations 
-Grievance procedure 
-Disciplinary procedure 
-Union representation
-Cases, summaries and statement taking
-Case hearing and appeals
-Communications
-Exit Rating Interviews
-Employment Act
-Industrial Relations Act
-Pneumoconiosis Ordinance
-Standard Conditions of Service and Employment
-Expatriate Conditions Code Book
-Zambia National Provident Fund
-Workmen's Compensation Board
-Early and Normal Retirements
-Repatriation of Retirees
-Widows and Dependants
-Mining Industry Pension Scheme

2.2.2 Conmunity Services-Housing
-Allocation of Houses: Low, Medium and High Cost Areas 
-Record Keeping 
-Waiting Li9 ts 
-House Repairs



-462-

-Fumiture Sales
-Tenancy Agreement
-Township Inspection and Reporting
-Markets and Trading
-Home Ownership Scheme
-Permits for Ceremonies in Townships
-Retention Money

2.2.3 Comrnmity Development 
-Social Case work 
-Community Social Clubs 
-Youth Centres and Youth Schemes 
-Home Economics 
-Women Centres 
-Nutrition
-Sports and Recreation

The graduate's performance should be assessed at every stage, and where necessary, remedial 
action taken accordingly.

ASSESSMENT FORM

NAME____________________  MINE NO.   DIVISION
POSITION HELD____________________________ DEPARTMENT________________
PERIOD COVERED BY THE REPORT: FROM______________ T O _______________

Set out below are a number of items in the work of a Graduate on Development. The above named person 
is to be assessed on each item by ticking in the appropriate column. Assessors should guard against 
central tendency.

Write N/A in areas where not applicable.

1. MARGINAL
2. INCOMPLETE

3. FULLY ACCEPTABLE

4. SUPERIOR

5. OUTSTANDING

- Performance in clearly below the acceptable standard.
- Performance not yet proved or is noticeably below the acceptable standard. 
The need for further development is recognised.

- Performance is fully acceptable, achieves the job requirement completely. 
Ehtirely satisfactory in every way.

- Performance is noticeably better than the acceptable standard called for in 
the job.

- Outstanding and distinguished performance would be clearly obvious to 
anyone who observed this individual at work.

TECHNICAL KNOWLEDGE AND APPLICATION

High Low
5 4 3 2 1 Cocnuents

i. . i: :: Understanding of the 'why' and 'how' of the job
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2.
3.
4.

5.

6.
7.
8.
9.

10.
11.
12.
SUPERVISORY ABILITY

13.

14.

15.

16.

17.
18.

19.

20.

21.
22.
23.

24.
25.

26.
. 27.

Ability to complete reports concisely and accurately
Ability to follow instructions correctly
Ability to plan in advance to get maximum work output
Attention to regulations and standard practice
Ability to cope with everyday problems
Ability to cope with special or emergency problems
Ability to express himself clearly and concisely
Amount of work done by him in a given time
Ability to work without close supervision
Safety consciousness
Ability to make suggestions for work improvement

Effectiveness of his instructions to subordinates in 
getting jobs done
Ability to enforce disciplinary measures 
Organisation of workload
Follow up to ensure his instructions are correctly 
carried out
Checking of work-places and equipment
Setting an example to his subordinates
Consideration for his subordinates
Ability to coununicate relevant information to 
subordinates and superiors
Reaction to authority or discipline
Reaction to advice or necessary criticism
Apparent interest in the work
Ability to grasp new ideas
General suitability of temperament to the job
Ability to get on well with colleagues
Relationship with subordinates

OVERALL PERFORMANCE High 
5 4

Low 
2 1

JOB KNOWLEDGE AND APPLICATION 
SUPERVISORY ABILITY 
PERSONAL ATTRIBUTES I I

GENERAL CCHMBTCS
Please include a brief statement of the individual's 
STRONG
POINTS:................................. .........

WEAK
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What corrective action has been taken to rectify the weak points?

GENERAL CO-MENTS

OVERALL RATING

Outstanding Superior Fully Acceptable Incomplete Marginal

ASSESSED BY (Name).................................................
SIGNATURE......................... POSITION................... .
PERSON ASSESSED (Name) ............................................
SIGNATURE  .................... D A T E ........................

GRADUATE DEVELOPMENT SUGARY SHEET
NAME:.....................  DIVISION...
MINE NO.................. . DISCIPLINE:

Length of  ASSESSMENT___________________
Assignment Assignment Position Marginal Incomplete Fully Acceptable Superior Outstanding

Source: Zambia Consolidated Copper Mines Limited, The Directorate of Personnel, "Graduate/
Technologist Development Prograimes", Revised Edition— March, 1985"
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APPENDIX VII

A. ESTIMATING WASTAGE PROBABILITY FONCTIGMS USING THE CENSUS METHOD

For reasons given in the text, we shall not concern ourselves with the cohort analysis method here. We 
feel that cross-sectional (census) and not historical data may be easier to collect in many IUDECO 
companies. The notation and derivation used in this appendix follows that of Forbes (1971) and Bartholomew 
and Forbes (1979).

Die survivor function G(x) is the probability that an individual survives in the job for time x, 
defined for all values of x up to the maximum possible length of service, and F(x) is the distribution 
function, then G(x) = 1 - F(x). The probability density function of x is then

f(x) « dF(x) = -dG(x) (Al)
dx dx

and conversely,

G(x) = integral (x, infinity) f(u)du (A2)

The probability f^ of an individual leaving between interval (x^, x^+^) may be expressed as 
f-L - integral (xi, xi+1) f(u)du/(xit xi+1), which is the average value of the density over the interval.

Consider the conditional probability of leaving in the next time interval. We define the instantaneous
rate of leaving or the force of separation m(x) over a smaller time interval (x, x+dx) as

m(x)dx = probability of an individual with length of service x leaves in (x, x+dx)

m(x) is not a probability function but a rate of intensity. However, a simple probability argument gives

m(x) = f(x)/G(x) (A3)

A version of (A3) which is used for estimation is

m(x) = -dlnG(x) (A4)
dx

And integrating both sides of (A3)

G(x) = exp[-integral (0,x) m(x)du] (A5)

These results show that f(x), G(x), and m(x) are equivalent as they can be obtained from any of the 
others.

The rate function m(x) is more useful than the continuous probability q^. If qx is the probability of 
an individual with length of service x leaving before x+1 , this may be expressed in terms of m(x) based on 
the idea of (A5). Thus, l-qx is the probability of surviving to time x+1 starting at x and so

qx = 1 - exp [-integral (x^, x ^ )  ni(x)du] (A6 )

To estimate the above functions using the census method, we need the following data:
(a) Leavers' CLS distribution: the completed length of service distribution for all the people who

left the company during one calendar year (or any other time interval).
(b) In-service LS distribution: the lengths of service distribution of all employees in service at the

mid-point of the time intervals (the average of the number at the beginning and end of year).
From such data, we can calculate the transition and central wastage rates.
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(i) The transition wastage rate (w) is given by

w = Number of leavers during the year from amongst those in the class at the start of the year
Number in this class at the start of the year

= L'/S' (A75

(ii) The central wastage rate (m) is given by

m * Number of leavers during the year who were In this class when they left
Average number in this class during the year

= L*/S* (A8 )

On the assumption that each individual in the initial stock has the same probability w of leaving 
during the year, and that individuals act independently, the binomial distribution applies and we thus can 
calculate the estimated standard error of w

se(w) = [w(l~w)/S' Y* (A9)

To calculate the standard error of m we assume that the number in the class remain constant and equal 
to S* throughout the year, with each class having S* 'jobs' whose occupants experienced a probability mdx 
of loss during each interval (xit xi+1). Thus the number of losses would have a Poisson distribution with 
mean S*m; and the standard error of m(x) would be

se(m) = [m/S* ] ^  ~ m/root L* (A10)

Although the number in a class may fluctuate during the year, we may take its average (S ) to be fixed.
Consider the following example from Bartholomew and Forbes (1979:26):

Suppose we have the following data - 1000 people in a class at the beginning of year.
- 350 total number of leavers during year of which 250 were in
class at beginning of year and 1 0 0  from those who entered the
class during the year.
- the number of new entrants during the year is 450 

We can calculate both w and m from the above figures.

For w: L' = 250, S' = 1000 so w = 250/1000 = 0.25 and se(w) = [0.25(l-0.25)/1000]^ = 0.014

For m: L* = 350, Number in class at beginning of year = 1000,
Number at end of year = 1000 - 250 + (450 - 100) - 1100, S* = ^(1000 + 1100) = 1050

m = 350/1050 = 0.333, se(m) » (0.333/1050)^ = 0.018

It is suggested that entrants should be divided into gross and net inflows. Gross inflow is the total 
of new entrants in a year (450 in the example) and net inflow is those who remain at the end of the year 
(450 - 100 = 350). Those who join and leave within the year are counted in the gross and not in the net 
inflow and as such, they are not included in the numerator or denominator of w but they are included both 
in m.

The term entrants as used here implies recruitment and not promotion and transfers (but the principle 
and the model can be applied to the latter). In many INDEC0 companies, the current objective is to reduce 
employment and as such recruitment, will be very small: and thus making the net inflow either very 3mall or 
even zero. With this type of policy, it is not clear whether redundancies, early and age retirement should 
be treated as part of the wastage or as special cases. This is because wastage analysis here presupposes 
that it is the uncontrollable voluntary wastage (resignations) which is being considered. It may therefore 
be prudent to apply these analyses to those occupational categories where redundancies are less likely and 
voluntary and other uncontrollable wastage are likely. We however proceed on the assumption that we are 
dealing with voluntary and uncontrollable wastage
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The transition rates (w) calculated above can be used for forecasting by applying them to stocks at 
the beginning of the year and thereby predicting those who are likely to leave during the year. If the net 
inflow is added, the forecast of the stock at the beginning of the following year will be determined. This 
is the central idea of the Markov models discussed in the text. Note that if leavers are classified by 
status at the beginning of the year, then the transition rate (w) applies, and if on exit, the central rate 
(m) should be used. If the assumptions on which the calculation of standard errors are based hold, a rela­
tionship between the two rates can be established. The probability, w, that an individual subject to a
force of separation, m, leaves in a unit interval of time is 1  - exp(-ro), hence

w = 1 - exp(-m) (All)

Estimating the Wastage Pattern Using Central Rates

We calculate rates for classes defined by the length of service.
Let Si = Average number in service during the year in length-of-service class (x^, xi+i),

= The number of leavers during the year in length-of-service class (x^, x^+^) when they left.
From this kind of data, we can estimate the function m(x) by making a step function approximation m(x) * 
for xA < x <

The central rate m^ can be estimated by
m^ = I^/Si, se(m^) = (mi/Si)^ (A12)

Suppose one company in the INDECO Group has the above variables as in table Al.

Table Al: Imaginary INDBCO Subsidiary Company Ltd production workers 1988: Current (central) data and esti­
mates for length-of-service specific rate, m^

Current Data
Length-of 
service 
(xif xi+1)

Leavers by class 
class on exit

Li

Average Numbers 
in service

Si

Estimated Central 
rates

* 1

Estimated standard 
error

s e ^ )

0 - 87 124.5 0.699 0.075
1 - 23 83.0 0.277 0.058
2 - 1 1 63.0 0.175 0.053
3- 15 50.0 0.300 0.077
4- 8 40.0 0 . 2 0 0 0.071
5-8 17 109.5 0.155 0.038
8 - 1 0 5 50.5 0.099 0.044
10-15 1 2 107.0 0 . 1 1 2 0.032
15-20 5 79.5 0.063 0.028

Source: Adapted from Bartholomew and Forbes, 1979, p. 27

From the estimates of m(x), G(x) or f(x) can be calculated using equations (Al) and (A5). The stabi­
lity curve method of Lane and Andrew (1955) would replace m(x) by its step-function estimator in (A5) to 
give

G(x) * exp [-summation (j=0,i-l) cmi^ - (x-x^n^], xi x xi+ ;̂ (i ■ 1, 2, k) (A13)
where Cj = (xi+i ~ x^) the length of the interval
From Forbes (1971) we calculate the standard error as follows
s e ^ )  Ga [summation (j=0,i-l) mjCj/S^)^ (A14)

Other wastage functions can be calculated as follows

fi = Ĝi ~ Gi+l^cj 3 1 1(1 Qf = ( %  “ Gi+iJ/c-jG}. (A15)
The expected further duration (the expected remaining service of a person who has reached a length-of-
service x, denoted by Dx) can be estimated as

D£ “ 1/Gi[summation (j=l,k-l) (Gj - Gj+1)/mj + ^c^GjJ, i = 0, 1, ..., k-1 (A16)
Table A2 gives the estimates of G(x), f(x), q(x) and D(x) calculated from the data in table Al, using the 
stability curve method.
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Table A2 Imaginary INDECO Subsidiary Company Ltd production workers 1988: Stability estimates for 
Gl> fiiqj andĵ

Length of Survivor Estimated Standard Density Conditional Probability Further Expected
service function error function of leaving Duration
Xtf G 1

seCGj) _ qi Di
0 1 . 0 0 0 0 . 0 0 0 0.503 0.503 3.3
1 0.497 0.037 0 . 1 2 0 0.242 5.2
2 0.377 0.036 0.060 0.160 5.7
3 0.316 0.034 0.082 0.259 5.6
4 0.234 0,031 0.042 0.181 6.4
5 0.192 0.029 0.024 0.124 6 . 8

8 0 . 1 2 0 0.023 0 . 0 1 1 0.090 7.0
1 0 0.099 0 . 0 2 1 0.008 0.086 6.3
15 0.056 0.015 0.003 0.054 4.3
2 0 0.041 0 . 0 1 2 - - 0 . 0

Source: As table Al, p. 29.

The survivor function can also be estimated using the actuarial method. This method is discussed in both 
Forbes (1971) and Bartholomew and Forbes (1979). An interested reader should consult these works.

For calculating transition rates, we redefine to be the number in service at the start of year in the 
length-of-service (x^, x^+^); and L^ to be the number of these who leave before the end of the year. The
transition rate w^ and its standard error will be given by

wA = Li/Si( se(wi) = [wi(l-wi)/Si]^ (A17)

The rates calculated using (A17) can be converted into central rates by applying equation (All). The 
methods used above can then be applied to estimate the wastage probability functions. Thus (All) will be 
re-written as m^ = -ln(l-v^), It is not possible to estimate wastage functions at points (x^) using this 
equation but at intervals (x^ + + 3/2). However, this may not be convenient. The preferred method
uses the transition rates directly to estimate the survivor function. This method multiplies together all 
the previous survival probabilities— for details of the specification of this method, see Bartholomew and 
Forbes, pp. 31-32.

B. THE RENEWAL MODEL

While vacancies (where they are not frozen) are filled through promotion, transfer and external 
recruitment in many INDECO companies, the existence of skill shortages in the local labour market means 
that some of these vacancies go for longer periods of time without being filled. For this reason, we shall 
only consider the renewal (fixed) model which assumes that vacancies are filled one at a time— there may 
always be vacancies in the system.

Let V j ( T )  denote the expected msnber (stock) of vacancies in grade j at time T with V(T) denoting the 
vector [vj(T)3 ;

si:j the probability that a vacancy existing in grade i at the beginning of the interval will be
filled from grade j by the end of the period.

The expected number of vacancies is thus

V j ( T )  = summation (i=l,k)Vj(T-l)s£j + (new vacancies entering j), (j = 1,2, ..., k) (Bl)

If the grade sizes (number of posts or establishment) are n^, ^ .....n^, the expected number of vacancies
in grade j at time T will be

ej(T) = n̂j ~ vi(T-l)]wj; and in matrix form
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V(T) « V(T-1)S + e(T) (B2)
where S is the transition matrix governing the path of the vacancy chain.
Since e(T) depends on V(T-l), (B2) can be re-written as

V(T) = V(T-1)S* + R (B3)
where S* * ® ® and R = c H , W being a diagonal matrix formed from wastage probabilities. S* is not a
stochastic matrix, but the same computer progranine used in Markov models (see text) can still be used for
calculating the vacancy chain model.

The expected recruitment and transfer flaws can be calculated as follows:

expected recruitment flow to j at time T * v .(t-1)s4 (B4)
J J#K+1 *+l»J

the expected transfer flow from i to j = Vj(T-l)sjj_ * (B5)
where Sj j I c + 1  is the expected loss; pk+i,j is the recruitment flow into j ;  Sj^ is the movement of vacancies 
from j to i; and P.y is the expected promotion from i to j.

The main weakness of the above model is that wastage is assumed to be grade and not length-of-service 
specific. But whereas the grade sizes may be fixed, the length-of-service and age distributions of the 
respective grade occupants are not. Although it is mathematically difficult to specify the renewal models 
with fixed grades but varying attributes, computer programmes (KEOT) have been written to deal with the 
problem. The KENT computer programme has been used in the British Civil Service's MANPLAN package (see 
Smith, 1976). We briefly describe the structure and subroutines of the KENT computer model using age as the 
attribute for analysing each grade.

STAGE I: Make assumptions about wastage, promotion and recruitment. Let n y  be the initial number in the
j1"*1 age group of the i ^  category and let w y  be the wastage rate of that category, that is 
n^w-^ for all i and j. This, plus any planned activities would determine the vacancies entering

J» J J
the system.

STAGE II: Fill the vacancies by recruitment and promotion:
(i) decide whether the vacancy is filled through external recruitment. If not from which grade is 
the replacement to come from. The vacancy transition matrix will be used here.
(ii) determine the age distribution of those to be promoted or recruited. If there are many age 
groups with only a few people in each, the number required from any group may exceed the number 
available. The KENT model has routines which deal with this kind of problem. It finds substitutes 
from the neighbouring age groups. Alternatively, the promotion rules can be changed to make 
selection of promotees random.

Example Using the Renewal (Vacancy Chain) Model

Assume the data in table 8.2 in the text applies to a fixed manpower system. We would thus have

Gl G2 G3 G4
Number needed to maintain current stock 280 2 0 0 140 80
Wastage next year 70 34 1 2 2

If only promotion is used to fill (renew) the vacancies created by wastage, we will have:

2 staff will be promoted from grade G3 to G4;
14 (= 2 + 12) promoted from grade G2 to G3j
48 ( = 2 +  12 +34) promoted from grade Gl to G2j
118 (= 2 + 12 + 34 + 70) will be recruited in into Gl.

If the recruitment distribution r in table 8.2 is maintained, we will instead have:

83 (= 0.7 x 118) will be recruited into Gl
24 (= 0.2 x 118) will be recruited into G2; 24 promoted from Gl



-470-

12 (= 0.1 x 118) will be recruited into G3; 2 promoted from G2 
and 2 promoted from grade G3 to G4.

This simple hypothetical example shows that for a fixed manpower system, external recruitment reduces the 
chances of promotion, especially for those in lower grades. Such a state of affairs may lead to increased 
wastage of experienced and committed employees (Clowes' model). If only part of the vacancies are filled 
(either due to lack of suitable promotees or recruitment difficulties), it means that the organization will 
have vacancies most of the time.

C. THE CAMBRIDGE MODELS: PRCH0TI0N RATES AND CAREER PATTERNS

Between two time intervals, say T and T+l, an individual employee can either be promoted, leave or remain 
in the same grade. We assume that the probabilities of these events do not depend on time T but on the tra­
nsition probabilities p, w, and s = 1 - p - w. We assume further that T = k which is the maximum length-of- 
service an individual can stay in a grade before retirement. For individual career planning purposes, we 
would wish to estimate the following probabilities

Pr = Pr (individual is promoted between T = r and T = r + 1)
Pu = Pr (individual is ultimately promoted)

If successive transitions are independent, then

Pr = srp (r - 1,2,...,k-1) (Cl)

The probability of eventual promotion is therefore

Pu = summation (r=0,k-l)Pr * p(l - s^)/(l - s) (C2)

If p, w, and s are dependent on T, then this would be the expected proportion of entrants who will exit by
promotion— which is of interest to both management and individual employees. Another promotion probability 
for those individuals who would not like to leave the organization until retirement is expressed as condi­
tional probability.

P* = Pr (individual is ultimately promoted | he does not leave before retirement)
Between T and T+l, such an ^ndividi^al can ^ither be promoted or stay in the same grade. Let the probabi­
lities for these events be p and s = 1- p , respectively. The probability of eventual promotion is given 
by

pj = 1 - (s*)k (C3)
As k tends to infinity, P* will tend to unity, as promotion is the only means of exit.

To calculate P*, the value of p* should not necessarily be the same as p. The value of p* will depend 
on the assumption made about the promotion and wastage events:

(a) If promotion occurs before wastage, or takes precedence over it (e.g., if individuals wait to see 
if they are promoted in any one year before deciding whether or not to leave), then

*p = p

because the conditional event does not take place until after promotion.
(b) If wastage occurs before promotion or takes precedence over it (e.g., if promotions are only made 

from among those known to be staying through that time interval) then

p* = p/1 - w

(c) If promotion and wastage events occur together and if they are independent of each other, then we 
need the theory of competing risk (Chiang, 1968)
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P* s i_sP/(p+w)

The different expected durations before promotion for those promoted are represented by Pu and Pu*. We 
denote these by Tp and Tp*, respectively. The probability of an individual being promoted at time T = r, 
given that they are ultimately promoted is Pr/Pu, and if we assume a person promoted in (T, T+l) is on 
average promoted half-way through this interval, we have

Tp = sunmation (r=0,k-l) (r + Pr/Pu = (1-s) ” 1  - \  - ksk/(l-sk) (C4)

Where it is conditional on no leaving before retirement, the expected time to promotion is

Tp* = (1-s* ) - 1  - h - k(s*)k[l-(s* ) k ] _ 1  (C6 )

where s* = 1 - p*

M l  The estimated stream sizes and average ages here will refer to non-leavers— which if read from CAMERA 
diagrams would show the proportion of those at each grade— see Bartholomew and Forbes, p. 175).]

Consider the following worked example using data from table 8.2 in the text.

________ k p_______ w________s_______________________  Pu___ Tg________ Pu* Tp*
Grade 1 15 0.20 0.25 0.55 0.233 0.767 0.444 1.720 0.981 3.506
Grade 2 9 0.12 0.17 0.71 0.132 0.868 0.395 2.516 0.720 3.581
Grade 3 6  0.07 0.085 0.845 0.073 0.927 0.287 2.517 0.365 2.800

The probability Pu in the example is the expected proportion of a group of entrants promoted to the next 
grade: within 15 years, out of a group of entrants into grade 1, a proportion Pu = 0.444 would expect to be 
promoted. The remainder would either leave or retire within the grade. The promotion chances for individual 
employees who are prepared to wait for as long as is necessary is given by Pu*, which progressively falls 
as one climbs the hierarchy. Tp gives the average length of service (experience) of promotees. For example, 
with Tp = 2.516 for grade 2, it means that those promoted to grade 3 will need to have spent an average of 
two and a half years in grade 2 before being promoted. Tp* is hypothetical in that it tells entrants in a 
grade how long they should expect (if they are prepared to wait for the maximum necessary time) before they 
are promoted. That Tp* is greater than Tp is because those individuals who do not intend to leave before 
retirement can only increase their chances of promotion by waiting longer than average— both long-service 
promotees and average time to promotion would increase.

The main weakness of the preceding analysis is the assumption that an individual's promotion chances 
do not depend on how long he stays in a grade. In practice, the chances of promotion are usually low initi­
ally, then rise to their peak and then decline over time— hence the concept of promotion zones. Suppose the 
length-of-service is denoted by seniority and divided into three zones with boundaries a and b. Below seni­
ority a and above seniority b, no one is promoted. The interval (a,b) is the promotion zone whose occupants 
have P2  promotion probability at each time point. The wastage and staying probabilities for the three zones 
will respectively be w^, w2, w2, and s-̂ , s2, S3 , Using equations (C2) and (C4), the indices of promotion 
prospects can be calculated as follows

Pu = Pr (survives to a) Pr (promotion occurs during (a,b))
= sfp2(l - sjjTa)(l “ s2)“l (C6 )

Tp = a + expected time to promotion in (a,b)
= a + (1 - s2)""̂  - \  - (b-a)sb-a(l - s^-a)“* (C7)

From (C3) and (C5) we get

Pu* = 1 - (s2)b"a (C8 )

Tp* * a + (1 - s*2 r l  - ^ - (b - a)(s2)b~a[l - (s2 ) W ] - 1  (C9)
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It is usually difficult in practice to specify the promotion zones and as such, data may not be available 
to estimate the zone-specific rates. Only grade-specific rates may be available, in which case we proceed 
as follows:

(a) Estimate the promotion rate p2  using the approximation

p2  = p{l - sk)/(sa - sb) (CIO)

where p and s are grade-specific rates, and k is the maximum possible length-of-service in the grade.
The main assumption here being that the seniority distribution within the grade is stationary and thus 
approximate the grade-specific rates (Forbes, 1977).

(b) Assume wastage rates for each zone are equal, and estimate them by grade-specific rates, i.e. put 
„i = w2 = w3 = w— which is a very strong assumption to make and therefore needs to be qualified and checked 
along with the value of p2.

Worked examples by Bartholomew and Forbes (pp. 175-180) using data from Forbes (1971a) show that the 
main differences between the above assumptions are in the waiting times: with the value of Tp and Tp* 
almost double and significantly higher than those where promotion zones are ignored.

The theory of absorbing Markov chains may also be used to model promotion and career patterns. Where 
the renewal system is in equilibrium, the Markov chain models will be identical with the renewal models. 
This method is discussed in Bartholomew and Forbes (1979:180-183) and Bartholomew (1973' ).


