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CHAPTER 5

THE IMPACT OF PRIVATISATION AND THE WELFARE

5.1 Introduction

The impact of privatisation on the employees of parastatal firms logically divides into three
categories — those that continued to work for the privatised companies, new employees where
companies have expanded or plan to expand their welfare and those who lost their

employment at or following privatisation.

The preceding chapter dealt with the question of employment and labour practice in privatised
companies, we now turn our attention to the contentious issue of those who lost employment

with their parastatal employers.
As staff reductions due to retirement, illness, death and voluntary quits are broadly
independent or privatisation, our focus is on retrenched workers. In order to identify the social

impact of privatisation, a number of critical questions have to be addressed. Specifically:

o The value of retrenchment packages and the uses to which they have been put;
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e Who has received training or other forms of support to cope with the loss of
parastatal employment, the provider of such support to cope with the loss of
parastatal employment, the provider of such support;

e The effects on labour market supply, whether women have borne a
proportionally higher impact of retrenchment, how the skills of retrenched
workers relate to the labour force more generally;

e How successful retrenched workers have 'been in finding alternative
employment, the balance between informal and formal sector and length of
search and conditions of new employment;

e The broader impact on the household expenditure and the incident of poverty;

e The skill background and opportunities that have allowed some retrenched
workers to gain from the transition from parastatal to informal sector

employment.

It has been impossible to use information collected from companies (or any government
agency) to address issues of what happens to retrenched workers as no record is kept of their
whereabouts or their new situation. Hence the need to collect information directly from

retrenchees..'”® A questionnaire, in this respect has been used to collect such data.

128 Questionnaire in Appendix B.
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5.2 Methodology

Due to the dearth of information it has been very difficult to get a fair pictﬁre of the impact

privatisation has had on retrenched workers.

It was, therefore, decided that for the purpose of our research, it would be easier to approach
privatised companies129 and carry out on the spot interviews with managers as retrenchers, and
a number of workers who have been re-employed. In practice this proved time consuming and
laborious — often involving multiple visits to secure interviews. However, retrenchees were
often able to suggest other retrenchees’ whereabouts, and in some cases even suggest certain
new businesses, for example, Shoprite Checkers, which had employed a number of former

parastatal employees.

5.2.1 Retrenchment and the Value of Retrenchment Packages

The labour market in Zambia has changed dramatically as a result of structural adjustment and
privatisation. There have been large numbers of retrenchments both pre and post privatisation
and as such, retrenchments are only considered a common phenomenon and are generally

accepted as a way of life.

129 11 our research, National Milling Company has been used, with the help of one Mr. A Chambula, Quality
Assurance/Sales Manager, who was there pre and post privatisation. ’
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Writing on retrenchments, Emerson'® suggests that once retrenchments have occurred, the
process is adjustment, more often, may be more favourable than had previously been thought.
He assumed that the anxiety will subside and that the individuals would adjust very easily to
the altered way of life. This is not exactly true. A World Bank Privatisation Impact
assessment survey on Zambia carried out in 1998 disclosed that; “although some few
retrenches have benefited positively from the received packages, the majority of the people
have lost out and some are in desperate positions. Despite the fact that some people used to
get low salaries prior to retrenchment, the situation has now worsened due to the fact that even

the little that was received has been completely lost.”

Majority of the workers are paid End of Service Benefits (ESB) without delay although a
substantial majority wait for many months before payment. Some still have not received their
ESBs. Given such a scenario, where retrenchees wait for montﬁs before receiving their ESBs,
but have health, water, electricity and school bills to pay, they borrow in order to sustain
themselves and their families. This means that large portions of their ESBs will inevitably
have to be channelled into debt repayment, which leaves them with virtually nothing to even

save.

It appears that retrenched workers of privatised companies are left to fight for their ESBs after

retrenchment. It is not altogether clear who is responsible for ensuring that the new buyers

1% Emerson, P E: Adjusting to retrenchment, New York, McGraw Hill (1989).
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meet their obligations towards employees. On the other hand, the ZPA states that it has the
responsibility for ensuring that an investor lives up to all the commitments and agreements it
has made.'®' On the other hand, it claims that once a company has been privatised, it no
longer has a responsibility to protect workers’ rights. This situation is contradictory and is in
need of urgent clarification. This omission to monitor the effects of the set off is seen as “the
greatest weakness in the privatisation process thus far” the times of Zambia aptly put in when
it said ““whenever the Zambia Privatisation Agency (ZPA) reels its statistics, there are loud
cheers abroad. contentment in government circles, but much bewilderment among ordinary
Zambians about the programmes benefit ... The ZPA has had no scheme for post-sale
monitoring. To critics this has embodied government insensitivity to the plight of those who
depend on the good preference of these enterprises for their survival ... As it is, nobody know
whether the process is bringing the intended benefit of improved performance by companies

sold »132

5.2 2 Retrenchment and Retraining, Job Counseling and Related Support

Programmes

The situation of retrenchees and retirees who have been affected by structural adjustment

policies is dismal. This makes the claims of the government and international donors fly

131 Under Section 49(h), there is limited provision for the development of monitoring guidelines to be
implemented once a sale is finalised. The ZPA itself lays out what it required to do in ZPA, Transparency in the
Privatisation Programme.

132 Times of Zambia, 3 December 1997(Appendix C).
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directly into their faces, that Zambia is a model of development through priva‘ltisation.13 > The
impact of retrenchment in its negative is manifested in deterioration in the livelihoods of the
affected people due to absence of dependable incomes. Despite the fact that some people used
to get low salaries prior to retrenchment and long before retrenchment, the situation has now
worsened due to the fact that even the little that has been received has been completely lost.
The majority of the people feel that government has not done enough to help them particularly
in terms of finding alternative jobs or getting adequate packages, which they can use to start
profitable businesses. The organisations involved in training and providing credit to
retrenchees and retirees are doing a commendable job, it may be a.rgued,13 4 but the credit given

by these or organisations is not enough, let alone available in some cases.

The majority of the training programmes are not tailor-made hence at times inappropriate to
most of the beneficiaries. This comes about due to the fact that most of the training
programmes are not taught in local languages to cater for employees who are lowly educated
and they are so technical that only those with a background in business management or
accounts benefit. During training, the beneficiaries are rarely categorised according to their
former professions and levels of educational attainment but are jump lumped together. This in
itself is a disadvantage to the lowly educated and those who are not familiar with business

languages or concepts.

133 The World Bank report on: The Progress of Privatisation in Africa reports that: “A recent report on the
progress of privatisation in Sub-Saharan African concludes that the response to and the results of privatisation
have been mixed. But the reports show there is a success story. Zambia has been the most successful
privatisation programme to date and the experience there offers many examples of best practice.

134 Jere, E and Masiye, G: Preliminary Report on Zambia National Policy on Retrenchment Action Policy.
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This is not to say, however that the government completely ignored the plight of those

retrenchees.

The measures put in place to cushion the vulnerable from the full force of economic
restructuring in Zambia can be divided; firstly into general welfare and development
programming; and secondly, into those measures aimed at combating the particular problems

caused by privatisation and widespread retrenchments.

A number of agencies and government ministries have responsibilities for tackling the social
problems caused by redundancies. Overall, it is the task of the Ministry of Labour and Social
Security to give “a new vision to relations between employers and employees as well as

building future social security for workers who are out formal employment”.

It was, therefore, within the Ministry of Labour and Social Security that a National Social
Safety Net was set up in 1993, although a Coordinating Committee which allows all the
relevant bodies to work together manages it. The coordinating committee was given the task
of producing a policy framework — known as the National Retrenchment Policy — within
which redundancies could be managed on an equitable basis as this relates to counseling,
retraining, entrepreneurship promotion, redeployment and support for resettlement scheme for
retrenchees. Details of schemes, run by the relevant Ministry or agency, but coordinated

under the National Social Safety Net are as follows: 133

133 Feeney, P. Privatisation: A11 You Need to Know. Unpublished
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1) The Land Resettlement Programme runs by the Department of Resettlement in the
Office of the Vice president. Its purpose is to provide plots in resettlement
schemes for small-scale agriculture holdings.

ii) Public Welfare Assistance Programme run by the Ministry of Community
Development and Social Services whose purpose is to provide’basic assistance
with food, shelter, health care and education for the poorest.

iii) The Social Impact Scheme run by the Zambia Privatisation Agency, Social Impact
Department informs employers, managers and the public about the likely impact of
privatisation.

iv) The Future Search run by the Public Service Management Division which seeks to
equip graduates with business skills for the future.

V) The Small Business development Programme run by the Ministry of Commerce,
Trade and Industry for the purpose of assessing projects and provides funds for

selected small business initiatives.

These would appear to be an array of initiatives to assist the unemployed. This is misleading
and a total sham. “The National Social Safety Net Committee is itself a disgrace, and if we
had any shame in the face of the tens of thousands who must unavoidably lose their jobs, it

would be a national embarrassment.”!¢

13 The Profit Magazine, March 1994.
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The impact of each scheme has been limited for a number of reasons. In whole, the National
Social Safety Net Coordinating Committee has itself been heavily criticised for its complete
lack of urgency, for spending most of its funds on its own facilities and staff, and for an almost
total absence of concrete results.!*”  Despite being set up back in 1993, it took four years
before the committee could produce a policy framework.'*® The United Nations Development
Programme (UNDP) agreed in 1995 to fund the committee. These funds were, however, spent
on capacity building, staff and operational costs.'®® Further, the World Bank too committed
US$292,000=00 in 1996, bringing the total level of committed funds to US$0.5 million. This

money too was spent largely on staff training and equipment.140

Given this background, it is not surprising, although nonetheless shocking, to discover that
only 234 retrenchees have received retraining.14l Given that the government funds only the
operational costs of Safety Net to the tune of K200 million, that current donor commitments
are at an end, and the legacy of mismanagement and inaction, it is difficult to see how the
National Social Safety Net can have any impact on solving the social problems caused by

retrenchment.! 42

137 Op. cit., Feeney.

38 1bid.

139 Ibid.

140 K ikeri, Sunita, J Nellis, M Shirley: World Bank (1992) “Privatisation, the Lesson of Experience”.
41 Op. cit.

2 1bid.
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The impact of the privatisation programme on the people affected has been a prime
consideration since its inception,143 claims the Z?A. Despite its claims, the ZP_A, has in reality,
only a limited role to play in addressing the impact of privatisation. It concerns itself almost
exclusively with the run up to privatisation of a State Owned Enterprise and does not offer

guidance to retrenches or employees after a firm has been sold.

The Privatisation Act under Section 39 (2)(i) allows proceeds from the sale to be used to
support alternative income generating projects or social projects in the public interest it is,
however, the Ministry of Finance which controls the resource, and not the ZPA. So far, there

is no evidence that any revenue has been spent on such schemes.

The ZPA’s Social Impact Department is charged with ensuring that existing state sectors
employees are adequately informed about how tfle privatisation process affects them. The
main way in which this is to be achieved is through seminars and workshops to educate the
public, unions, employees, managers, and parastatal holding companies about the social

aspects of privatisation.144

However, very little information about the work of the Social Impact Department is published

by ZPA. The last time was in Progress Report 3, covering a run down of the Department’s

143 7ZPA Progress Report # 12.
44 IDA/GRZ (1974). Assessment of Impact of Privatisation Programme in Zambia, a Report prepared by Luba
Consultancy and Development Limited, Lusaka, unpublished. ’
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activities over the period July to December 1993. By that time, seminars had been held with
personnel in the first and second waves of companies to be privatised, but it is unclear whether
participation extended to all employees or to management alone. The Social Impact
Department had also undertaken an employment and labour survey of SOEs. This was used in
negotiations to establish the position of potential buyers on existing employment issues and
was also used as input to the National Social Safety Net.!*® These sporadic information

initiatives do not constitute benefit to those facing retrenchment.

5.2.3 Retrenchment, Re-employment and Changes in the Labour Market

Most assessments of Zambia’s labour markets have paid little attention to the quality of labour
and concentrated on demographic changes.146 Beginning the mid-1970s economic theorists
came to recognise that the quality imbedded in human capital was a major determinant of
economic progress and explained differences in the levels of the wealth of nations. Thus
education, skills, experience, health and other human capital characteristics ;’vere found to be
important. The availability of a skilled labour force had important implications for the success
of economic adjustment if demand for labour in the tradables sector required better skills, as is

to be expected, than those utilised in the production of non-tradable goods and services.

145 .

Ibid.
146 Chigangay O and Chiwele D. The Zambian Labour Markets Under Economic Adjustment for Ministry of
Finance and Economic Development, November 1997.
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The above statement remains true and was especially evident at the beginning of the current
radical reforms under which Zambia’s labour markets exhibited characteristics least suitable to
facilitate a rapid expansion of tradable output. As such, it is difficult to support the
retrenchees who have limited education, skills and worthwhile experience. Training in such
entrepreneurial skills and backing to help small business start up is vital, but, by and large, the

initiatives presently underway are marginal.

The Ministry of Science, Technology and Vocational Training in 1997 opened eight new trade
training institutions teaching mixed farming, leather work, home management, weaving and

other basic skills. This brings the total of such institutions to twenty-one.147

Overall, however, the Government concedes in its 1997 Economic Report that the resources
going to these activities were inadequate and, in some cases severely constrained the execution

of these activities.'*®

Given the scale of public and private formal sector redundancies envisaged, the MMD
government recognised the role to be played by the informal sector in containing

unemployment and set up the Vendors’ Desk at State House. Further, the “government says it

147 Op. cit. Feeney
% Ibid.
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has accepted the fact that the informal sector is here to stay and that it has continued to play a

pivotal role in socio economic development of the nation.”'*

The broad definition of the informal sector includes subsistence farmers as well as those either

self-employed or working for wages in unlicensed and unregistered businesses.

After a close examination of the informal sector, it is easy to judge that it does not offer a
viable means through which the majority of Zambians can realise improvements in their
standards of living, and as such the majority of Zambians are poor and are getting poorer

still.}°

5.2.4 The Impact of Retrenchment on Household Expenditure and the

Question of Poverty.

The change in employment status of retrenched workers only provides a partial indicator of
the social impact of privatisation and structural adjustment more generally. Other household
members may have gained or lost from the changes in macro economic environment and these

may offset or compound the impact on retrenched workers. Here in this section, we consider

149 Daily Mail, January 1998 (Appendix C)
150 The World Bank estimated that about 60% Zambians were living in poverty in 1974 as compared with 68% in
1991.
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the extent of poverty among the households of retrenched workers, poverty, which has directly

hit Zambia as a result of the privatisation policies.151

Poverty is a very complicated phenomenon that cuts across social, economic, political, and
cultural and gender aspects of life. As a result, there is no single definition that can effectively
reflect all these aspects.152 Poverty in this paper will be perceived as insufficient access to
food, education, health care, adequate shelter, adequate income, clean surrounding, sanitation
and safe drinking water and lack of power.153 This kind of poverty is known as “absolute

poverty”.

The above statement remains a powerful description of the reality experienced by a large

segment of the Zambian population today.

Although not immediate, we can logically conclude that the desperate measures, which the
government had put in place in a bid to revive economic growth, have deepened the country’s
economic and social crisis. The measures as we have discussed above include among others,

cut in public expenditure, removing subsidies, devaluing local currency, opening up the local

151 There are both immediate and fundamental or ultimate causes of poverty. The immediate or proximate causes
of poverty in Zambia as identified by UNICEF (1996) can be observed at the individual level. The fundamental
or ultimate causes of poverty lie in the social and economic structures of society that includes levels of
technological and external shocks or calamities.

152 A5 defined by Robert McNamara, President of the World Bank, 1978.
153 1pas
Ibid.
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economy to foreign competitors, selling off public companies and reducing the size of the civil

service.

The implementation these measures has resulted in undesirable social effects which are
already too difficult to accept in the short term and have become intolerable in the long term.
UNICEF and Oxfam reports show that “economic reforms have left the majority of people
both in rural and urban areas with inadequate incomes to meet the basic needs of life.
Consequently, most people in Zambia have become increasingly insecure in terms of

employment, income, health and education”.'**

One writer reports that there has been a continued determination in the poverty levels among
the Zambian people.155 Surveys have revealed that people are no longer even affording to buy
basic food stuffs and are in most cases living on less than three meals a day.15 6 The loss of
incomes following retrenchments is devastating. Although it is beyond the scope of this paper
to give quantitative data on how healthy the Zambian people are, or how many children are
going to school or let alone afford the fees. We cannot, however, close our eyes to the impact

SAP has had on these sectors.

134 Oxfam (1995). The Poverty Report, UK and Ireland.

155 The Post, 22" November, 1999 (Appendix C)

156 B Pete Henriot of the Catholic Jesuit Centre for Theological Reflection observed this and it was also
contained in the Jesuit Centre’s monthly cost analysis of the food basket which continued to rise despite the
shrinking incomes in society.
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The Zambian health sector has deteriorated tremendously with no medical supply, staff,
equipment or specialist available.””’ The introduction of the fee-paying scheme has compelled
Zambians to avoid going to hospitals and eventually dying at home due to lack of money for
payment of fees. Medical personnel are frustrated at the unavailability of implements or
medicines to prescribe for pa.tients.]5 $ Despite this situation the Zambian government has

abandoned its duty in providing health services to all Zambians."’

As the World Bank acknowledges education at the very centre of efforts to help poor people in
their struggles to obtain the basic necessities of the life such as food, shelter and a secure
future.'® In spite of the importance of education, the education sector has not been given the
priority it deserves. For example, in the fiscal year 2000, the two highest institutions of
learning, University Zambia and the Copperbelt University, were granted K23 billion,'®"!
which is nothing, compared to the K50 billion bill the government incurred in respect of

9.162

mobile telephone bills for only half a year in 199 This goes to show where the

government’s priorities lie in alleviating poverty and valuing education.

'7 In January 2000, Junior Doctors countrywide went on strike pressing for better conditions under which they
work. Among the needs were medicines, medical equipment and protective clothing. Government fired them and
Parliament agreed not to reinstate them.
158 B

Tbid.
139 Op. cit. Oxfam. Poverty Report
1 World Bank, 1994.

18! The Budget Speech for the fiscal year 2000.
'? Ibid.



80

The whole question of the adverse social impact of privatisation has not been left to the
retrenchees alone to answer. The Public Welfare Assistance Scheme (PWAS) in the Ministry
of Community Development and Social Services is the official Social Safety Net in Zambia.
The PWAS is aimed at reducing and alleviating poverty among the poorest of the poor, such

as the disabled, widows and other severely impoverished households.

Inspite of the establishment of such programmes there is considerable dissatisfaction and
discontent with design and operations of social safety net programmes in Zambia due to their

failure to improve the conditions the poor.163

From the failure of the Social Security Scheme to reduce the negative impact of structural
adjustment and poverty, it is evident that the Government has given sufficient priority to the

badly needed social expenditures and capacity building in the social sector.'®*

When the mandate of the World Bank is to alleviate poverty, yet the immediate result of their
programme of liberalisation and privatisation in Zambia has been to cause poverty, it is not
good enough to argue that such reform is unavoidable without first having paid equal attention
to cushioning its impact on the Zambian people. The economic reforms may have been

fundamentally critical to the survival of the nation, and it is true that poverty cannot be

13 1bid.
164 Ibid.
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completely eliminated. However, a system a state puts in place to mitigate such circumstances

is vital. The state has a very important role to play.

Having discussed the social and economic impact of privatisation in Zambia, the following
chapter concludes by giving a general overview of the privatisation lessons and experiences

and will lastly give recommendations on future plans.
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CHAPTER 6

RECOMMENDATIONS AND CONCLUSION

Worldwide experiences of privatisation indicate that new ground has been broken;
fundamental principles have been debated and established; mistakes have been made and
minimised, and new variations or refinements proposed.165 It can, therefore, be said that a
stage has now been reached where it is possible to take stock of what has been learnt so far.
Global experiences indicate that privatisation is possible, although it is not an easy process at

all.

In the author’s opinion, to be able to reach any meaningful end in the privatisation process, it
is important that the “national interest” should be defined and a list of priorities and a
timetable should be formulated. Such a timetable must be flexible because there are many

unpredictable factors, which can affect timing and selection of the activities to be privatised.l66

It seems that even though Zambia religiously followed and implemented the World Bank and
IMF policies as “normal timetable”, not even the president fully understood the demanding

implications of subscribing to such policic:s.'67 President Frederick Chiluba blames the IMF

:Zz Euromoney Seminar, Privatisation in Southern Africa, Gearing Up a Privatisation Programme, p. 1
Ibid.
167 The Post: 9™ February, 2000 (Appendix C)
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for the current economic problems Zambia is facing.'® He says that, “the reforms that the
IMF asked Zambia to undertake have instead brought unemployment and .';1 rise in poverty
levels”'® further, he adds that the western countries told Zambia “to do certain things which
have instead brought problems.”170 In the same breath, however, the president blames the
country’s poor economy on ‘“careless accusations” by opposition political parties and non-
governmental organizations (NGOs) who he says collaborate with foreigners to ensure aid
does not flow.!”" From the foregoing, it becomes evident that neither the president nor the
government of Zambia understands the IMF policies they embarked on nearly ten years ago
now. In the Times of Zambia,'”? the president is reported to have said, “the demands of the
IMF are confusing and as such, the government is now in a dilemma as it does not know

which way to go”.!”

Understandably, given Zambia’s debt overhang, heavy reliance on copper, (whose falling
reserve has led to plummeting standards of living),'”* its development needs and its extreme
dependence on external assistance, particularly the balance of payments suppor’c,175 it is quite
difficult for Zambia to move away from the dependency syndrome and, hence, someone must

be blamed for the bad economy. It is time we recognised that the World Bank, IMF or the

'8 1bid.

19 Ibid.

170 Ibid.

171 The Post, 30" November, 1999 (Appendix C)

:Z Times of Zambia, 6™ February, 2000(Appendix C)
Ibid.

17 Development Economics, World Bank Report.
' Tbid.
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donors do not owe us a living. The government should now initiate some other process to
forge a common long-term vision and development framework, and in doing so, articulate

priorities.

No doubt, donors have played a crucial part in promoting privatisation by putting pressure on
the government to continue implementing the policies they recommend if aid is to continue
ﬂowing.176 In June 1996, for example, bilateral donors suspended balance of payments
assistance largely based on concerns about the conduct of presidential elections.!””  This
hiatus extended into 1997 and 1998 because of governance and human rights concerns in the
wake of the 1997 coup attempt and arrests.”’®  In 1998, multilateral balance of payments
support was also held up due to the delays in privatizing ZCCM.' In 1999, there was a
resumption in multilateral and some bilateral support, but delays and shortfalls in the second
half of the year, linked to the delay in ZCCM’s privatisation once again constrained

0 Continuing progress on economic reforms (especially

programmes implemen‘ca‘tion.18
concluding ZCCM’s sale'®") and governance, and improved relations with external parties are

critical if Zambia is to have the necessary resources to regain momentum for growth and

reduce poverty.

176 Country Assistance Strategy: A World Bank Report.
77 Ibid.
78 Ibid.
' Ibid.

180 :
Ibid.
181 The Sale of ZCCM was finally concluded on Friday, 3 1* March 2000.
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Even though the level of donor support has been impressive, the donors can have useful

lessons to learn from the privatisation programme. In the following section, we shall endeavor

to make recommendations for donors in future privatisation programmes.
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6.1 Recommendations to Donors

1. Understand Initial Conditions Better

Donors have extended pressure to privatise without sufficient information. Anxious to see
speedy action and results, donors have too often paid insufficient attention to the fact that the

initial conditions are not generally well understood.'®

Donors should, therefore, not underestimate the constraints, particularly the capacity
constraints, the difficulty of attracting the right types of investors, and the political sensitivity

surrounding ownership, potential unemployment, valuations and undischarged debt.

2. Place Less Emphasis on the Number of Transactions

Even though privatisation targets have not always been set as conditionalities attached to

loans, emphasis by the World Bank and IMF on numerical targets for privatisation tend to

encourage government to focus on numerical privatisation, the “number game”.l83

182 Bhatia A and White O C Privatisation in Africa, p. 123.
183 :
Ibid.
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To actually take stock of the privatisation process, progress reports should only include actual
privatisations, not specific numbers of transactions, because it is this pressure to meet

numerical targets that yield shoddy work classified as privatisations. 184

3. Recognise the Complexity of Privatisation

Donors need to have a fuller appreciation of the complexity of privatisation. African
governments have spurred into privatisation without understanding the constraints or the
resources and the time needed, to overcome them. For example, lack of consensus in most
countries should have prompted greater effort on the part of governments, with donor'®
support to engage in debate and to gain public confidence before programmes got underway.
Instead, public relations were ignored. Ghana, for example, only planned its first major public

information campaign ten years after it embarked on privatisation by which time more than

one half of the 195 public enterprises were already approved for divestiture.

4. Provide More “Hands-on-Support” Early

While urging transparency and speed, donors should take into account the many detailed

procedures involved and the resources those procedures require. Critical of the slowness of

184 At the back of every status report, ZPA includes numbers of privatisations. To be seen to be working, numbers
definitely must change, privatisation complete or not.
185 4.

Op. cit.: p. 124.



these programmes donors themselves have been slow to provide the type of assistance needed.
Assistance is most needed early in the process. Early “hands-on-support” to develop
programmes and to prepare for and transact deals is critical to kick-start the process. Early
support should be complemented by on-the-job training and study tours so as to develop local

capacity as quickly as possible.

5. Demonstrate the Benefits of Privatisation

Most governments have pushed ahead with privatisation in order to secure World Bank, IMF
and donor support.186 This reinforces the importance of more support monitoring, evaluating
and reporting on the impact of privatisation in order to demonstrate to all stakeholders the
benefits of the process. Donors could support efforts to advertise privatisation, both to
publicise its benefits and to encourage people to actively participate. In this way, donors

could make an important contribution to assist governments in building consensus.

6. Improve Coordination among Donors

Coordination among the donors is poor.187 It is not uncommon for donors to want to take the

lead in providing privatisation advice and assistance.

'8 See Chapter 1 above.
187 This is evidenced by the fact that UNCTAD, UNIDO and USAID separately sponsored studies of privatisation

in Africa in 1995.
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Governments and donors could do more to improve coordination and the quality of advice and
assistance for privatisation. Donors frequently operate in isolation, and governments find
themselves inundated with separate donor missions on privatisation, all offering advice on

priorities and methods, as well as assistance.

7. Provide More Assistance to Mobilise Investors

Investor mobilisation stands out as an area in which donors could have dorie much more to
assist African countries, both internally and externally. Internally, more support is needed in
two areas. In the area of management or employee buyouts, where there is lack of low cost
professional advice to public enterprise managers to enable them to formulate and present
convincing proposals for raising capital and for bidding when their enterprises are offered for

sale.

The second area is development of the capital market, so those tradable financial instruments

become available early on to provide real opportunities for broadening ownership.

Externally, donors can do more to assist with raising the interest of potential investors in
African privatisation programmes. Supporting the sales promotion efforts of privatisation

conferences in their own countries (with emphasis on positive examples and forthcoming
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investment opportunities), and funding investment search and deal making consultancies could

do this.

8. Sharpen the Focus on who benefits

If donors are serious about poverty alleviation, they must sharpen their focus on who will
benefit from privatisation. Although they state their support for broadening ownership, the
fact remains that the large majority of the population in Zambia is unable to participate in the

privatisation process.

Donors, among others, are of the view that consumers are benefiting from privatisation and
that private sector development through privatisation will benefit the entire population in the
medium to long term. What is not clear is who the consumers are, and to what extent they are
benefiting. To build consensus, the majority of the people, who are poor, will need to be
convinced that they are indeed sharing in the benefits. Hence, the writer argues for more

support to monitor the impact of privatisation and to impart that information to the public.

Having discussed the role of donors in the privatisation process and having already seen the
ten years of experience of privatisation in Zambia, clear lessons on how to improve the
process can now be adequately addressed. These lessons are summarised in the following

section.



Zambia, admittedly, is committed to privatisation.'

demonstrate it.
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8  But much more has to be done to

18 This is evidenced by:

i)
ii)

iii)

establishment of the ZPA
appointment of a person of the right caliber to head the agency;
enactment of appropriate supportive legislation i.e. the Privatisation Act.
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6.2 Recommendations to the Zambian Government

6.2.1 Demonstrate Commitment

Commitment can best be demonstrated by taking the following steps:

Have a “champion” — a government official at senior ministerial level who can, and

can be seen to, drive the process.

Involve the private sector to the maximum extent feasible (privatise the privatisation

process).

Identify and take actions to remove or reduce constraints.

Exit fully from ownership of enterprises.

Provide public information and encourage debate.

Deal with labour issues up front.

Ensure transparency in the privatisation process.

Invest more in design and preparation. That is to say:

i)

establish initial conditions and the anticipated impact of privatisation;
determine objectives at the programme and enterprise le\'/els and setting
priorities;

examining and designing strategies for identifying and attracting core investors;
drawing up detailed policies and procedures which should be published to

facilitate the processing of transactions and to ensure transparency;
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V) giving priority to enterprises whose privatisation will have the greatest impact;
vi) establishing how the success of privatisation will be measured;
vii)  monitoring employment change;
viil) mustering and coordinating donor assistance; and
ix) putting the institutional building blocks in place before launching a programme.
e Give the privatisation agency necessary powers, independence, and resources.
e Address the need for competition and regulation.
e Do more to broaden ownership.
e Develop the capital market in tandem with privatisation.
e Develop social programmes to address the plight of retrenched workers.
e Give preferential treatment to Zambian goods as incentives to manufacturing industries
so as to protect our own industries.
e Regulate performance of the banking system so that it conforms to the development
pace prevailing in the country. And lastly,

e Ensure good management and commitment to the policies put in place.

6.3 Conclusion

Despite substantial achievements in liberalization and establishing a market-based economy,
sustainable growth has remained elusive. A protracted delay in completing the ZCCM

privatisation, a further fall in copper prices, governance actions which hinder growth and/or
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cause external partners to withhold balance of payments support, social unrest among

retrenched workers and indeed the poor, is a clear pointer to the fact that all is not well.

As privatisation of SOEs comes to a close with at least 242 out of a total ‘portfolio of 280
companies being disposed of'®_ it is almost impossible to take stock of what its real benefit to
the Zambians people has been. Given the moribund state of the Zambian economy in 1992,
however, the writer is quick to acknowledge the then necessity of privatisation, but also admits
that privatisation has caused much suffering among retrenchees due to the loss of income and
their diminished status. The lucky few have received their ESBs, which they spent on
consumables quickly. As soon as the money is finished, they realise the hopelessness of the

situation. Indeed, the situation is hopeless.

The legacies of the past — high indebtedness and heavy dependence on foreign aid; over
reliance on copper, mounting poverty and eroding social indicators; scant experience with
transparent and accountable government — have all caught up with Zambia and thus place its

economic reforms in jeopardy.

Using the above recommendations, the governance programme (including public sector
reform), could lead to a more responsive and accountable public sector, as well as bolster

international support. Work on long term vision could result in more robust internal support

'8 Op. cit.: Chapter 1, above.
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for the reform programme and development objectives and actions that are more focused,
better designed and able to generate results. Improvements in services and infrastructure,
along with knowledge and new insights that help firms compete, could hasten the transition

towards a diversified economy and sustained growth.

We need to urgently recognise that the world does not owe us a living. Only new tools,
coupled with Zambia’s steadfast commitment to reform, point to the way forward and spell the

potential rewards for the Zambian people worth the risks.
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SECTION A: QUESTIONNAIRE IDENTIFICATION

oW kWD

QUESTIONNAIRE FOR RETRENCHEES (FOCUS GROUPS) !

Questionnaire ID No:........... O e e
Name of Interviewer: B eYa\Ne] /Ulf)lu/v\bot

.................................................................

Date ofIntPrvww................Qﬁ?...domgw.%...élm ..................
Time Interview Started:......... 1F 00 NOOTS o eeeeeeieeeieaeeeaenens
Position of Interviewer........... NS & T PP
Number of Respondents:........ A e

DISCUSSION

7.

10.

11.

12.

13.

14.

15.

What is your understanding of retrenchment? ' _
0 pleomud, . aJ0nHeRS. . Lo0M.  TNEID JSoRS__oL. 4 {

LU . L. 7/60/()0/;762 QoSS .

How was retrenchment carrled out in your ¢ any? , \
The. dble. CO0C __adue. .. LA ay/dp e XIRA.

el ool sonlal - aareart

What would you say about the style of retrenchment in your company (i.e.

consultative, centralized, openness, conflict level)
/[//C/ A

Who were the key players in the retrenchment process?
Wi Unoan and an al L7 4ze

RepeClads. .

What specific mechanisms were put in place to prepare you psychologically

on din retrenchment? . ‘
b hey e Jent /L%/MJ aele! Jewun 4 X0 CA LM

Ql on. w/zenchmw

How d1d you receive the news of pending retrenchment?
L. Lale. . beooass oL 2 JQWQ/ZZCME ________

What are so e of the socio economic effects retrenchment has had on you”
Ay il Ll hao 0. a8\ 74

oéchgooﬂ g -
Before retrenchment, were you given the option to re-apply for your
employment or not?

le -

Were there any options for early retirement? Y' No [7]
i



17.

18

19.

20.

21.

- 22,

23.

24.

25.

26.

27.

28.

29

What are the reasons for the optlon you made/mak
L o Ul o . e 77

MPIOYEAS
Are there cases in which retrenchment was/is voluntary?

Yes A No []

As a retrenchee, if opportunity arose, would you consider taking up your
previous empioyment with your former company?

Yes 2 No [7]

If yes, what are your reasons. :
The. ... Comdlitons QUL AL 2t

Ve

(v
Since you were retrenched, do you find life easy or difficult?
) 1Ry, C//LY .. I LA
&Q/JC/F/)/IOF ;
Give reasons for your answer.
e Chnot - aecnxp._ Qllonencss. L. m{voz e,
0. Q.. QIR Q. O R0 /*mm 2 fo/n,oa/m/ :

What economic ventures are you currently engaged m‘?
Lonsultomcry Plymar. 2o Q... Contoacl. .

What other economic ventures are you able to engage in given an

opportunity?
/A&MLXDC fyz) V)C{

Are you logking for other jobs?
S

If so, why?__ 4 -
o leln. Me__Qaan. . a Zw/ﬂg

If no, why? ‘
A0

/

How were retrenchees’ terminal benefit packages worked out?
DT Y. ST SUET Y. AT 0 00 L wed

For how long do retrenchees wait for the terminal benefits?
lown A 47e ﬁwﬂ/;ﬁ 42 oL .

been.. . naud]
In general, are terminal benefits adequate for retrenchees to start a new life?

Q




30.

31

32.

33.

34.

35.

36.

37

38.

39

L lhey _amme. poud & M9 pesibcolon. e
Yeq. /6/)7‘ UIEM 700 and . Ki5m AT TS 229 {570

W()ﬁ% can be done to help retrenchees?
L. ... BT Q21 Il (04027

Which category of retrenchees are not affected by retrenchment?

a) YOUNG. . .eiieiiiiiieiiiee e
Old. . e

b) Women............ooooenifen. P TP LT TTRTPER PP
Men. ..o /ﬂy)/ L. Q.. e ..

c)  Lower rank workers.......[... %&7@/ ... . SNE
Higher rank workers......J.... ' >/ ...........................

d) Others. Specify ................................................. .
What are the maJ problems common to most

_____ d%ea wgm CULILY, oo

Do you think retrenchment has more impact on women than men (give

reason for your answer?
- ﬁmezz.ﬂéwzm> 1229/ eg/cwés/ L1l 2080 L £ /MQ,/ M

_z’o%ppg;%u ox. 92 bad( o Tl SRaIlE. . sl 2 R

m suggestions should be made for managing and preparing employees

earm[arked for retrenchment?
om;(maﬁ onr

Are there lessons to be learn?
YeQ —

If so, what are these lessons?

... ol e anndpl QL. the e SO edech

o hatk  fo maile. it cxugn 0. 28 ko ot

To what extent can be said retrenchment is a success or failure in the

retrenchees’ lives/interests? y
One._cam i op@tly. Moy, 600 Y ,QM/Q/

ume. OXE. //&[fy/e Wé&é] WieZs /o0 Y o oafs

What changes have taken place in lives of retrenchees since the time they
were retrenched?.

e ovven age oM MRS [V,

Would you say lives of retrenchees were much better before retrenchment or
not?
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rivatisation

‘BY JANET ILUNGA

AS the privatisation of state-
owned enterprises comes 1o a
close with at least 242 out of a
tmal portfolio of 280 compa-
nies“being disposed of, it may
be pfgdcm totake stock of what
the real benefits are.

Admittedly the speed at
which these companies have
been moved to private hands,
leaving‘Government with more

time do what is knows best —

governing —isquite commend-
able. ’

But it now turns out that there
is some re-thinking being done
intheinstitutionsthathave been
the programme’s erstwhile
strongest proponents and —
the International Monetary Fund
(IMF).

The June issue of its publica-
tion Finance and Develop-
ment, the IMF admits a certain
amount of error on its part for
pressing forarapidprivatisation.

These findings are based on
the way the programme hasbeen
handledintransitioneconomies,
particularly those of Eastern,
Central Europe and the former
Soviet Union where
privatisation was grasped fully.

The survey hasreportedly re-
vealed some less promising re-
sults which the IMF itself has
found impossible to ignore es-
pecially in Armenia, Georgia,
Kazakhstan, the Kyrgyz Repub-
lic. Moldova, Mongolia, Rus-
sia and Ukraine.

The IMF has found out that
private ownership has often not
led to restructuring.

Privatisation does not guar-
antee that changes will position
a firm to survive and thrive in
competitive markets.

Some pantially state-owned
firms had been found to per-
formbetter than prigatised com-
panies and that in some coun-
tries there are a few differences
inperformance betweenwholly
state-owned and privately
owned firms.

in other countries there are
clear performance improve-
ments only in those very few
firms sold to foreign investors.

In Russia, for instance, there

ers and workers gained control
of two-thirds of the shares of
these firms. .

Although it was anticipated
that rapid privatisation would
Jead to an equally rapid transi-
tion to a market economy, that
did not happen.

It was expected that through

financial discipline asecondary
trading in shares of insider-
dominated companies would
take place and introduce out-
side ownership. That did not
happen either.

Why? Because the insiders
deeply feared outside owner-
ship and loss of control, the
financial condition of the firms
wasunattractivetooutsiders and
there was an acute lack of a
defined property rightsand safe-
guards for secondary trading.

To make things worse, the
Russian Government lacked
supporting policies.

A donor-led effort to sell a
few large companies failed la-
mentably and so did a loan-for-
shares scheme whichturned out
10 be a fraudulent scam.

The conclusion on the Rus-
sian case was that the whole
approach was wrong.

It should have been preceded
by institutional building. It was
even suggested that structures
of the state should be strength-
ened especially mechanisms to
manage public funds.

“It is time to rethink
privatisation, but only in those
transition countries where his-
tory, geography and politics
haveresulted inseemingly laud-
able economic policies produc-
ing clearly sub optimal out-
comes.

“In Russiaand elsewhere, 100
much was expected of
privatisation,” says writer John
Nellis who is also Senior Man-
ager of the Enterprise Group in
the World Bank’s Private Sec-
tor Development Department.

Although privatisation was
the preferred course of action,
its shor-term economic effec-
tiveness and social adaptability
depends on the institutional un-
derpinnings of capitalism.

“If these underpinnings are
miceineg bt CGovernment 1<

borne fruit might be optimal,”

he adds. :
Such observations should
help Zambians undertake a se-
rious evaluation of benefits
brought about by privatisation.
Zambia’s privatisation
programme is nearly complete.
There may be some painful
similarities between this
country’sprogramme andthose
surveyed by the IMF.




‘nation. -

nutritional requirements.

loans and grants,”
Mwanamwambwa said.

tion more effectively.

)

{es: 3
time.

do so.

Spedkmg at the IMF parlia-
mentarian workshop in Lusaka
-} yesterday Mr Mwanamwambwa
. { saidZambia's obligation tomeet
IMFbenchmarks and condition-
| alities had eroded the country's
ability to adequately provide the
basic social needs of the people
and for the people to get their

“Ourcountry'ssocial and eco-
nomical development plans are
| tailored to meet the benchimarks
and conditions set by the IMF
and its co-operating partners in
order for Zambia to qualify for
financial assistance in form of
Mr

He said while acknowledging
the effort of the IMF and other
creditors in reducing Zambia's
debt burden, it had become ap-
parent that debts were simply
unsustainable. The total debt can-
cellation when implemented
would enable Zambia to jump-
start its economy and face the
challenges of poverty reduction
and ultimmately poverty elimina-

Mr Mwanamwambwa said
Zambia had been paying debt
service of approximately $200
miilion a year which was twice
the expenditure on education and
health over the same penod of

And pohce dlspersed scores
of women who intended todem-
onstrate against IMF policies al-
leged of being poor and respon--
sible for the harsh living stan-
dards for the people of Zambia.

The women led by Women
for Change executive director
Emily Sikazwe were toldtoleave
the Pamodzi Hotel where an IMF
seminar for parliamentarians was
taking place because they had
not been granted permission to

Ms Sikazwe in an interview
afterwards said the women did
not need any police permission.

C By Times Reporter
SPEAKER of the Nanonal Assembly Amusaa. Mwanamwambwa
has criticised the International Monetary Fund (IMF) policies as
» bemg stiff and hindering the economic social development- of the

All they required was to inform
the pelice about their move so
that they could be offered pro-
tection. :
“Weinformed the police about
our intended demonstration and

" when we saw them come in the

morning we thought they were
coming to protect as only to see
them request as to disperse say-
ing that the demonstration was a
bleach of peace.”

She accused the IMFof being
responsible for all the wage
freezes that had been imposed
on Zambia as one of i ns condi-
tions.

At the parliamentarian semi-
nar IMF assistant director Afri-
can department Reinold Van Til
said in ordertoincrease the avail-
able resources for poverty re-
duction, The IMF and the World
Bank wereimplementing aframe
work to provide special assis-
tance together with other donors
for heavily indebted poor coun-
tries for whom traditional debt
relief mechanisms were insuffi-
cient. .

He saic the initiative aims pri-
marily at helping ccuntries that
pursue adjustment and reform
programmes to reduce their ex-
ternal debts burden to'sustain-
able levels.

- In Kitwe;~thé Zambia: Con- -

surners -Association has joined
in the call for multi-lateral and
bi-lateral donors to cancel
Zambia’sstaggering debt of over
$7 billion.

Association executive secre-
tary Muyunda Ililonga said in
Kitwe yesterday that the crip-
pling debt had turned the cost of
living for ordinary Zambiansinto
a nightmare because of the poor
economy.

“Debtrepayment hasleft many
sectors of social protection with-
out financial support causing
untold miseries to consumers,”
he said.

— R G
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 Drought poverty,

By Bivan Saluseki
PRESIDENT Frederick Chiluba yesterday
blamed the International Monctary Fund
(IMF) for the current cconomic problems
Zambia was facing.

Receiving  credentials  from Nigerian
Ambassador 10 Zambia Ihironke Vaughan-
Adefope. President Chituba said the reforms
that IMF asked Zambio 10 undertake have
mstead brought unemployment and a rise in
poverty levels

He siid the Western countries wld Zambia
“to docertam things” which hove instead
brought probicems.

President Chiluba said the country’s pri-
vatising ol almost 90 per cent of the fornial
scctor over the past seven years, has brng]}"l\s a,

v g

o

“He cited the Joss of jobs and nsing poviert

Zanibia was currcntly undertaking. B
“Then we are told, no, no, no, Africa need

o L
lo embrace the spirit of partnership <avith

ZCTU also wants increased wages. And’ thén
IMF says do not give them. we do not kiow:
which way 10 go.” President Chiluba said.
*T'he problem we have.in' Africais that we are
rushing rclorms as if that i$ the only panaccea
10 the problems.” s
President Chiluba said if reforms were o
rushed and not understood by the people. they
may not heip the people at all.
To nana 4
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fair treatment,
He was cheered that Ni

sions were éncouraging to »
id;Her country would cont

31 € vas, I ge (oa&'w‘stin-arcasofhumande
¢ Intemational N ~n10a ble had,retur’nved_}o “the’ Commop: ‘opment. )
etary Fund {IMF) ‘tha “Africar --velopmeny,” Sy wealth Club’ after being gys.  Pmen

_ ) 4 ! h oo T S ~'She cited the presence
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bia's economy:was suffering.

by opposition-‘political:.parties ;and?géy;ﬁpvcm
i (NGOs), said President Frederick Chiluba yesterday.
. .- Addressing a. parliamentary by-eléction’ campaign
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\He said it has become
fashionable for Zambian
palitical parties and NGOs to
collaborate with [oreigners
whcncvu an issue was raised
against covemment.

President Chilubs said he
was disturbed by ncidents
where joreign digniaries
were accoided more respect
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ferried from
aul-tembered

locai

GIND ose

ST

Zainioia s cconoe-
MYy was e worst p
Seutiiern \irici,

“ALthe e we were gel-
tng mdependence Zumbiy
had the best econvmy but
because of our carciessness it
has been rumed.” he said.

President Chiluba refuted

TOCUIN, L0

reports that MMD candidate |

in the Mazabuka bv-election
Gary Nkombo was involved
0 any maize scandal.

He appealed 10 Zambians
1o give his party more time (o
mend the economy.,
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- Vo President Chiluba’s

Qoreade was blocked for
4DOUT three ninutes D\’ oppo-
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contain the situation.
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local police advised them 1o
gIve way 1o the presidential
motorcade.
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Poverty level
Zambians det

By Joe Kaunda

THERE has been a
continued deteriora-
tion in the poverty lev-
els among the Zambian
peopile, Fr. Pete Henriot
of the Catholic’s Jesuit
“entre for Theological
seflection has obs-
erved.

According to Fr. Henriot,

surveys had revealed that
people were no longer even
affording to buy basic food
stuffs and were in most
cases lhiving on less than
three meals per day.

He said this was also con-
tained in the Jesuit Centre’s
monthly cost analysis of the
food basket which had con-
tinued to nse despite the
shrinking incomes in society.

——————

Octlober is

The latest food basket for
pegged at

K242.790 compared with

September’

s K239.840.
“We are seeing dangerous

signs of the depth of pover-

Ly

and suffering becausce

people are not able to spend

that

much on food.” IFr.

Henrot said.

He said it was a matier of

concern that although the
food basket was compiled o
include the very basic
necessities for an average
family of six, most people

did not even manage to have

the items.

does

The basket not
include  housing. water.,

clectricity,
clothing,

fuel, transport.
education and

health care

Fro Henriot  wondered

how people were surviving.,
especially that workers

the civil

service were gel-

ting average salaries below
the food basket cstimates.

He advised the govern-

ment and the civil society to
work hard and invest in pro-
grammes that would help
raise the status of the peo-

ple.

Zambia  Alltance  for

S am

:\

Progress  (ZAP) inte
national executive comn
lee member Alf
. Ndhlovu, commenting
he devels of povern
Zambia. said the gove
ment was not doing enot
t address the problem

“le does not have a 1
pmgﬂ':nnmc and only ol
cutestpeanuts to the exerg
vet o President
Chiluba throws around KN
oillion 10 churches
nolitical
Ndhlovu said.

He expected the siwati
o reman the same becat
the government did not he
a philosophy of worki
towards the eradication
DOVETIN .

Fhe government. howe
Sroom i 1999 buds
s Commitme
towards poverty allevian
by supporting the agre se
tor.

The fatest poverty figu

Freder

associale

edaed

compiled by the Briti
government’s  Departme
For Internatios
Development (DFI

placed the rates at 83
cent of the population bei
in the poverty bracket.
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BUSINESS NEWS

Gains and losses
isation

of privat

ebate continues in

Zambia over the eco

nomic benefits ver-
sus the social costs of whole-
sale privatisation, a central
plank of the government’s
economic ~ reform  pro-
gramme, analysts told IRIN
on Friday.

Confronted by bankrupt
and inefficient state enter-
prises, on winning office in
1991 the pro-free enterprise
administration of President
Frederick Chiluba imple-
mented one of the most thor-
ough and rapid de-nationali-
sation programmes in Africa,
winning applause from West-
ern donors and the World
Bank.

According to sources in the
Zambia Privatisation Agency
(ZPA) - the statutory body
charged with overseeing the
programme - out of the 280
state-owned enterprises and
units to be privatised, 229
have already been sold off.

“It is difficult. though. to
determine how much money
has accrued to the govern-
ment from the sale of these
companies,” the sources told
IRIN. *The majority of these
companies had huge debts
and were candidates for lig-
uidation. Much of the pro-

ceeds from their sale were
therefore used to pay off Ii-
abilities as well as retrench-
ments packages.”

The ZPA acknowledged

_that some workers did.lose

Jjobs after the companies were
privatised. “However, of the
61,000 jobs iost between
1992 and 1993, only about
6.000 were lost as a direct
result of privatisation,” the
sources said.

The ZPA told IRIN that the
government, with the assist-
ance of the World Bank, had
set up a social safety net to
help the retrenched workers.
“A sizeable number of casu-
alties of privatisation have
gone through the agency’s
varied skills training courses.
including entrepreneurial de-
velopment,” the ZPA sources
said. '

However, the sources
added, many of these have
neither the capital 1o start
businesses nor collateral 1o
qualify for loans. “We are
currently evaluating the
safety net to address the post-
privatisation difficulties
faced by the retrenched work-
ers,” said the sources, and
added that the government
has no money to sustain un-
employed workers.

President Chiluba

A non-governmental or-
ganisation (NGO) activist
monitoring the governmetit's
economic reform pro-
gramme, acknowledged the
necessity of privatisation
given the moribund state of
the Zambian economy in
1992, but told IRIN that the
programme has caused much
suffering among the re-

trenched workers and their

families.
“We have been counselling
a lot of retrenched men who

are suffering from depressio:
due to the loss of income an
their diminished status,” th
activist said.

s “The retrenchment pack
ages were quickly spent ol
consumables. and as soon a
the money was finished peo
ple started to realise the hope
lessness of their situation.’
she said. She alleged tha
there are few new jobs being
created in the service indus-
try..even though it is the fast.
est growing sector as a resul|
of privatisation.

priups]  Authorized
dealer for
% Philips products

Specialised Systems Limit

{Formerly Philips Electrical Zambia Limited)

LEADING THE WAY TO TOTAL TELEPHONE

COMMUNICATION

T T
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Privatised Parastatal: Case Study Notes

1 Bonita

Background

Its principal function was the processing, distribution and marketing of milk using equipment

dl90

supplied largely by donors. The Dairy Produce Board was sol to Bonita Africa which is

owned by the (South African quoted) Premier Group.

As part of the sale agreement, 240 of the 390 Dairy Board staff were retrenched. This was
achieved partly by asking for volunteers'®' and partly by identifying specific parts that need to
be kept. All retrenched staff received end of service benefits specified in their contracts with

the Dairy Produce Board, (which were paid from the proceeds of the sale).

Performance Pre- and Post — Privatisation

Liberalisation under Structural Adjustment Programme has not affected the domestic market

for fresh milk. The market is small and thus the shelf life of milk determines its demand. It

' Dairy Produce Board — Lusaka, Mazabuka, Kitwe, Chingola and Mufulira depots were sold on competitive
tender basis to Bonita (BONZAM) Limited for US$800,000=00. The document was signed on 2" May 1996; for
ZPA Progress Report.

191 A at 2™ May 1996, the time of the sale, volunteer redundancies were at 105: GY Associates — May 1997.
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would be costly to establish a cold chain for milk transportation, or to even import chemicals,

which would enable production of long life milk. For Bonita, it is financially non-viable.

Long life milk is imported and this sector would have benefited from lower tariffs under
liberalization. Yet there is no evidence to suggest that Bonita has lost fresh milk sales as a

result and, indeed, Bonita plans to start its own production of long life milk in future.

Turnover (in volume) has risen some 75% in the eight months since privatisation. The
combination of lower labour costs and higher sales has allowed Bonita to make a profit of
3.7% on sales despite having to pay interest charges and royalties. Previously, the dairy

business was making losses.

The domestic market currently accounts for all sales of fresh milk. However, Bonita hopes to

start exporting milk to South Africa in the near future and to start producing long life milk.
Changes in Management and Management Practices

A core team of senior managers was retained and supplemented by new appointments from
Bonita South Africa. A new “hands-on” management style has been introduced which has led
to broader responsibilities. A fairly extreme example of this is the requirement for all senior

managers to run the company over a weekend on a rota basis.
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Virtually all decisions are taken by the local office in contrast to the previous practice of

referring decisions to the Ministry for approval.
Changes in Non-Managerial Staff and Working Practices

Workers responsibilities have increased with the reduction in staffing. Flexible working is
stressed and this has led to the sharp reduction in the casual labour (15 now, 50 before).
General skill levels in the work force are higher now as unskilled workers iaore the brunt of
retrenchment and there is a company policy of encouraging formal education. Prior to
privatisation, the Dairy Produce Board reported to the Ministry of Agriculture, Food and
Fisheries. Bonita does not have to report to the Ministry any more. With both job-

specification and general training in place, it remains to see the benefits there of.

Terms and Conditions

All retained staff received a 30% increase in pay after privatisation which, despite being paid
over six months, had led to a significant real wage increase. This reflects the company’s
desire to have a smaller, more highly skilled and better-paid work force than previously

employed by the Dairy Produce Board.

Allowances have been consolidated post privatisation — the number of allowances has fallen

by 50%. However, management believes that the value of allowances received has remained
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constant in real terms. Collective bargaining and negotiations are envisaged. In 1997,

management was offering a significant real wage increase.

Retrenched Workers

As noted above, 240 out of the 390 Dairy Produce Board staff were retrenched. Selection of
retrenches was undertaken by the new management — partly by asking for volunteers and
partly by identifying specific posts that need to be kept. The union (to whom a majority of

retrenched workers belonged) was informed but not actively involved in this process.

All retrenched staff received end of service benefits specified in their contracts with the Dairy
Produce Board, (which were paid from the proceeds of the sale). These were either specified
in the union collective agreement (for unionized workers) or were similar to ZIMCO

conditions €.g.:

e 2-4 months salary for each year of service;

e a long service payment of one month’s salary/year for 10 years service, 1.5 months
salary/year for 11 — 20 years service and 2.5 months salary/year for 20 years +;

e four months’ housing allowance; and

e Repatriation allowances (whether or not this occurred).
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There was no company (or union) scheme to assist retrenched workers with re-training or job
search. The company’s responsibility to retrench workers is simply seen as paying the agreed
End of Service Benefits. Any assistance in finding future employment is viewed as the

responsibility of government or NGOs.

Il Zambian Breweries PLC

Background

As a parastatal company, the Zambian National Brewery had a monopoly supply over bottled
beer in Zambia. It was 75% state owned via ZIMCO with a 25% minority shareholding by

Anglo-American.

At privatisation (in August 1994) the brewery was split into two separate companies. Zambian
Breweries remains the principal supplier of bottled lager beer (as opposed to traditional
African beer) to the domestic market. The new company is 45% owned by Anglo-American,
45% by Indol International (the South African Breweries holding company) and 10% by the
Zambian Trust Fund — which will place these shares on the Lusaka Stock Exchange in due

course.
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Reference Pre-and Post-Privatisation

Liberalisation under the Structural Adjustment Programme has allowed some new entrants to
the main domestic (lager) market e.g. Namibia Breweries. However, a combination of cost
advantage for locally produced beer and the fact that the potential foreign beer competitors
(South African Breweries) is a major shareholder in Zambian Breweries in a dominant

position.

Cost data supplied by Zambian Breweries for the nine months to the end of 1995 compared to
the five months prior to privatisation suggest a small decrease (4%) in production costs per
unit of output once costs are deflated using the consumer price index. According to Zambian

Breweries, labour costs are now some 10% of operating costs.

Turnover in volume terms fell just before privatisation, remained depressed during 1994 but

2

has now regained 1993 levels.'”> According to senior management the principal cause of
g g g p p

reduction was the uncertainty and fear of job losses that preceded privatisatiori.l93

Productivity has risen steadily since privatisation. This partly reflects the removal of “dead

wood” as total employment has fallen from 690 at privatisation to around 550 currently while

192 Figures practiced by Zambia Breweries suggest a 30% increase in monthly sales volume.
193 Interview with Personnel Manager, Zambia Breweries, 3 February 2000.
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turnover has regained its pre-privatisation level. However, the productivity of remaining staff

has also increased for a range of reasons discussed below.

Changes in Management and Management Practice

No retrenchment has taken place but a combination of voluntary retirement and deaths and

quits has reduced managerial employment.

New job responsibilities have been introduced for managers, which has resulted both in
greater autonomy and faster decision-making. Prior to privatisation, decisions on operating
issues such as the price of beer had to be referred to the ZIMCO (parastatal) Board. While
managers work the same hours as previously, they believe they are working harder and

assisted by a newly introduced management information system, more effectively.

Management responsibilities have certainly become more focused on commercialisation issues
post privatisation in contrast to the paternalistic role of management under state ownership.
Previously, for example, in the event of the death of a worker or family member, managers
had to organize the coffin and help an employee organize food and drink for the gathering

after the funeral. Now the company simply pays a fixed funeral allowance.
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Changes in non Managerial Staff and Working Practices

While the company policy of no involuntary retrenchment applies to all grades, natural

wastage has reduced non-managerial employment by some 20% since privatisation.

A full job evaluation exercise was undertaken by the new owners and new job descriptions

introduced. This has led to wider and more demanding responsibilities for workers.

Job evaluation has also highlighted the qualifications that are required for specific jobs. There
is an intention to improve the skill level of the workforce by hiring more qualified staff. This
is relevant as in Zambian Breweries, as in other former parastatals patronage allowed some

employees to gain positions they were not qualified for.

Skill upgrading through job-specific training has become more important post-privatisation.
In contrast, the company is undertaking less general training (such as sponsorship) as this has

less commercialisation benefit.

Terms and Conditions

Real wages for all grades have remained broadly comparable to pre-privatisation levels as
wage increases have been based on the consumer price index. The way in which basic pay is

calculated has also changed little with the majority of staff (65%) reméining on union
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collective agreements and the remainder having personal contracts with clearly specified pay

scales.

Profit related pay was introduced for senior management but due to difficult market conditions
it was impossible to meet the profit targets. Consequently, it was withdrawn and a new system

of bonus pay for senior managers is being planned for the future.

The major change in the pay packages has been the consolidation of allowances. Prior to
privatisation, staff (particularly managers) was entitled to a large number of allowances
(ranging from transport to Christmas beers). Their value often exceeded the basic salaries).
Consolidation has resulted in a small number of basic allowances with a similar real value to
those previously received. This has reduced the administration cost associated with
allowances but has not led to an increase in basic salaries. This was a deliberate choice on the

part of the management as pension entitlements are calculated on basic salaries.'™

Unionisation remains high among the workforce. The parastatal practice of declaring certain
jobs to be union or non-union jobs has continued though. Consequently, an increase in the

skill mix of staff has reduced union coverage slightly from 70% to 65%.'

%40p. cit. Interview.
** Ibid.
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The union was not involved 'in privatisation discussions (which were conducted directly
between ZPA and the new owners). However, the areas and style of union management
bargaining has not changed since privatisation. The only change in this area is that the
bargaining process is faster. Previously, management could not make a final offer without
referring it to the ZIMCO Board. They now have the ability to put an offer “on the table” and

they believe this has strengthened their hand when bargaining with the unions.



