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GOVERNMENT WAGE POLICY
IN AFRICA
Some Findings and Policy Issues

David L. Lindauer
Oey Astra Meesook
Parita Suebsaeng

B ^ y the late 1970s and early 1980s two problems related to
government wage and employment policies had become acute
in many African countries: the government's fiscal perfor-

mance and its ability to provide real goods and services to the popula-
tion. Considerable research and policy dialogue have been devoted to
the problem of growing government expenditures in the face of de-
clining public resources, and less to the real performance of the gov-
ernment, in particular the role played by its own pay and employment
policies.

The government's fiscal and real performances are not independent.
Under growing macroeconomic constraints, the size of the govern-
ment and the level of wages and salaries of public workers have come
under scrutiny as factors contributing to the overall problem of con-
taining government budgets. Indeed, freezes or ceilings on government
employment and wages have frequently figured in discussions between
countries and the International Monetary Fund in the context of
stand-by arrangements. Such agreements, often targeted at the aggre-
gate level of government wage expenditures, have rarely considered
the microeconomic implications of government wage and employment
decisions on the actual provision of public goods and services.

In the meantime, African governments have become increasingly
unable to finance and manage the public sector. Visible signs include
declining morale and work effort on the part of government workers,
problems in staffing large numbers of skilled positions, paucity of
complementary inputs in producing government services, and increas-
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Table 1. Growth of Public Employment in Selected African Countries, 1970-83

Public sector as % Annual growth
offormal sector Number of public employees rate, 1975-83

Country and coverage wage employment, 1981 1970 1975 1980 1983 (percent)

Ghana
Civil service, - 75,000 - 200,000b 15.0'

[100] [267]

Liberia
Government public service 16b _ - - 33,600b

Public corporations 5b _ _ 10,000b -

Malawi
Civil service established posts - - 3 1 ,8 4 0 d 39,824 50,368 7.9e

[100] [125] [158]

Mali
Civil service' 339 26,637 31,783 45,733 49,116 5.6

[84] [100] [144] [155]

Fonctionnaires 21 13,425 18,078 30,598 35,193 8.7

Conventionnaires 10 13,212 13,705 15,135 13,923 0.2

Municipal and district employees 1 - - 950 -

Parastatals' 329 - - 45,401 - -

Nigeria
Federal civil service employeesi 43i 89,813k 144,8171 231,802 279,665 8.6

[62] [100] [160] [193]

State and local governments - - 338,524"' - 822,113 15.9e

Parastatals" 22 - 256,014"'l - 621,741 15.9"

C Total public sector - - 716,421" - 1,723,519 15.8e

[100] [241]

Senegal
Civil service and noncommercial public enterprises 459 61,836 71,742" 88,390 - 54A

[86] [100] [123]
9

Sudan
Budgeted positions for classified employees in central and

regional governments, - 131,612' 135,891' 161,893' 2.6

[100] [103] [123] [123]
- Budgeted positions for unclassified employees in central and

regional governments - - - 173,866" -



Zambia
Zambian employees in central and local governments

(including classified daily employees) 375 127,170' 124,760 135,750 131,646 0.7
[100] [109] [106]

> Parastatals 38g - 116,090 136,420 - 3.3v
[100] [118]

-Not available.
Note: Figures in square brackets are index values.

o a. Excludes educational service, police, and military. b. Data are for 1982. c. Data are for 1975-82.
d. Data are for 1977-78, when nearly 10,000 teachers were brought under the civil service established list for the first time. Thus comparable figures are not available for

earlier years.
e. Data are for 1977-83.
f. Data include both fonctionnaires who are governed by civil service regulations and conventionnaires who are governed by a collective agreement. Municipal and district

employees are not included.
g. Data are for 1980.
h. Data include employees of companies under the Ministere de Tutelle des Societes d'Etat, employees working for the Operations de Developpement Agricoles, and

employees working for other public and parapublic agencies.
i. Data include both established and nonestablished staff. Established staff includes both permanent and temporary employees.
j. Public sector here includes federal civil service and state and local governments; however, data on trends in employment are available for the federal civil service only.
k. Data are for 1971. 1. Excludes Ministries of Information, Mines, and Power. m. Data are for 1977.
n. Data include federal and state corporations. o. Data are for 1976. p. Data are for 1976-80.
q. Public sector includes classified and unclassified employees of the government; however, data on trends in employment are available for classified employees only.

Although the number of unclassified workers is significant, data to show trends in their employment are not available. (In 1983 unclassified workers accounted for 52
percent of total budgeted positions. In 1977-78 a number of unclassified employees were transferred to the classified category.)

r. Data are for 1975-76. s. Data are for 1979-80. t. Data are for 1983-84.
u. Data include parastatal employment. v. Data are for 1975-80.
Source: Ghana: Data from the Office of the Civil Service, Central Bureau of Statistics, as reported in Fox 1985, table 2. 1975 data are from the Report of the Commission

of Inquiry, Civil Service Structure, and Procedures. Liberia: Ministry of Planning and Economic Affairs, as reported in Khan 1983. Malawi: Government of Malawi,
Estimates of Expenditure on Revenue Accountfor the Financial Year 1983/84 as Laid Before Parliament on 18th March, 1983, Budget Document 1 and earlier volumes.
Mali: 1970, 1975, and 1980 data based on Commission Nationale de la Reforme Administrative, Review of Trends in Civil Service Staff, 1975-80. 1983 data based on
Direction Nationale du Travail et des Lois Sociales, Office Nationale de la Main d'Oeuvre, National Conference on Employment-Employment Policy in Mali, (Bilan
Economique et Financier de la Republique du Mali, 1981). These are reported in Lardeau and others 1985, tables A-1 and B-l. Nigeria: Federal Civil Service Manpower
Statistics, 1976, 1979, and 1981 (table 1.4). Reference date is September 30 until 1977 and December 31 thereafter. National Manpower Board, Federal Ministry of
National Planning, Study of Nigeria's Manpower Requirements, 1981 (Lagos, June 1983). Senegal: Direction de la Statistique, Situation Economique 1959-1979, as
reported in Bloch 1985, table 1. Sudan: Data provided by the Civil Service Department, as reported in Lindauer and Meesook 1984b. Zambia: Central Statistical Office,
Lusaka. 1970 data from Report on Employment and Earnings, 1969-71, tables 3.1 and 3.2. 1975 data from Monthly Digest of Statistics, January-March 1980
supplement, tables 2,3, and 4. 1980 data from Report on Employment and Earnings, 1980, table 3.0;Employment and Earnings Survey, tables 1, 2, and 3 for the quarter
ending December 1980; Monthly Digest of Statistics, April-September 1983 supplement. 1983 data are from the unpublished Manpower Survey, 1983.



ing imbalance between the demand for government services and the
provision of public goods.

For a number of reasons the longer-term issues of pay and employ-
ment practices and the government's real performance have not re-
ceived as much attention as the shorter-term issues of fiscal manage-
ment. The macroeconomic imbalance in many African economies,
brought on by adverse changes in the external terms of trade, mis-
guided economic policies, political instability, and other factors, has
indeed created a fiscal crisis. A contributing factor has been the con-
ventional wisdom among external advisers that African governments
are "too big" and wages are "too high," in part because of excessive
government pay levels which set wage standards throughout the mod-
ern sector. According to this view, African countries inherited high-
wage economies from the colonial period, and both the level and
structure of real wages have remained out of line ever since. For
example, the following views were expressed in 1981: African wages
are high compared with those of Asia ... Higher African wages re-

flect .. , government wage policy, which in many countries sets indus-
trial wages above the level they would otherwise be.' With this view
of the African situation, it is not surprising that policy advice has
constantly called for a reduction in pay levels.

Whatever the merits of the conventional wisdom, the lack of evi-
dence substantiating it is disturbing. A primary objective of this article
is, therefore, to assess the conventional wisdom by documenting re-
cent trends in government wages and employment. 2 This task is com-
plicated by the scarcity of data on wages and employment in African
countries, particularly information disaggregated according to skill
level and sector. The evidence presented here documents the signifi-
cant real wage adjustments experienced by most government workers
in the countries in our sample. A second objective is to provide a
more microeconomic focus on the relation between government pay
and employment policies and on the real consequences of such poli-
cies on government performance. This focus may suggest some useful
directions for policy reform.

Findings In our sample of African countries, public employment (including
parastatal companies) accounts for between one-fifth and four-fifths of
wage employment in the formal sector (see table 1).3 African wage
employees are typically only a small fraction of the working-age popu-
lation, but the dominance of the public sector in the formal economy
implies that most wages will be influenced by government pay and
employment decisions. 4 This is in contrast to advanced market econo-
mies where government pay and employment policies are often thought
to be constrained by wage levels prevailing in the private sector.'

4 Research Observer 3, no. 1 (January 1988)



Government wage and employment experiences and policies differ
considerably among African countries. Table 2 presents evidence on
relative government wage and employment levels across our sample.
Note that some variance in relative wage and employment structures
is not conclusive proof of different policy approaches; it could also
reflect underlying economic conditions. The extent of variation, how-
ever, suggests that policy differences are likely to be significant. For
example, salary differentials between senior government officials and
unskilled civil servants (column 2) are roughly 25:1 in Malawi, but
only 7:1 in Zambia. And unskilled government workers in Liberia
earn more than four times the per capita income, while in Sudan
similar workers receive only three-fifths of per capita income (column
4). The crude data on government employment per capita (columns 5
and 6) also suggest differences in the relative size of government
between countries with similar levels of per capita income.

Since significant differences in government pay and employment
policies exist across African economies, sensitivity to specific national
circumstances should be a prerequisite for policy formulation. How-
ever, enough basic similarities characterize recent government wage
and employment trends to suggest common areas of needed policy
reform. We document these trends here, paying attention to move-
ments in real government wages, the evolution of the government pay
structure, the role of fringe benefits in total compensation, and gov-
ernment wages and employment in relation to the government wage
bill.

Wage Levels

The economic difficulties of most African countries have been asso-
ciated with a general decline in real incomes. The public sector has
not been spared. In every country in our sample and for virtually all
levels of civil servants, basic starting salaries have declined in real
terms from the early or mid-1970s to around 1983 (see table 3)-often
by significantly more than the average fall in real per capita income.
The most extreme cases are in Uganda and Ghana, where real basic
starting salaries had virtually disappeared by 1983 compared with
1976, and in Sudan, where by 1983 real basic starting salaries had
fallen to around one-third of their 1975 level and one-fifth of their
1970 level.

Without implying that the earlier salary levels of any country were
in any way correct, it is worth emphasizing that, with few exceptions,
significant adjustments in real government salaries have taken place in
response to economic downturns. In Sudan real wages fell 11-15
percent annually between 1975 and 1983. In Uganda they fell by one-
fifth to one-third each year over this period. Far from being rigid, real
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Table 2. Government Pay and Employment Policy Outcomes in Selected African Countries, 1980-84

GNP per capita, 1983 Government salary structure' Government employment per 1, 000 inhabitants
(U.S. dollars) SS/SUnvk Suni/SUvsk Su'-k/GNP per capita Established postsb Total budgeted positions'

Country (1) (2) (3) (4) (5) (6)

Liberia 480 - 2.8d 4.2d 19.1e 19.8'

Malawi 210 24.9f 9.2f 1.29 6.8d

Nigeria 770 9.29 2.69 2.69 10.81

Senegal 440 - 3.1h 2.4' 7.0f 9.5f

Sierra Leone 330 11.31' 1.8h -

Sudan 400 9.3f 2.6f 0.6d 7.8d 13.6d

Zambia 580 6.9d 2.7d 2.0d 13.2d 21.2d

a. Government salary structure is defined as follows: Ss/VSU,- is the ratio of starting basic salaries of senior government officials to the starting basic salaries of the lowest-
paid regular government employees. Given different bureaucratic organizational forms, these occupational categories are not identical across countries, although an attempt
was made to keep categories as uniform as was possible. Senior officials referred to the following: Malawi-undersecretary; Nigeria-permanent secretary; Sierra Leone-
deputy secretary; Sudan-deputy undersecretary; Zambia-undersecretary. Unskilled categories referred to the lowest-paid regular government employee, usually a
messenger. Suli/5Su!SE is the ratio of starting basic salaries of university graduates to the starting basic salaries of the lowest-paid regular government employees. For Malawi,
Nigeria, Sudan, and Zambia the entry position for university graduates refers to administrative positions; for Liberia it refers to starting salaries for those with a bachelor's
degree in education; for Senegal it refers to the lowest salary a university graduate receives upon entering government service.

b. Unless otherwise noted, data refer to budgeted posts for regular civilian employees. Note that this is a crude index of actual employment since budgeted positions often
j remain unfilled. For Liberia, Nigeria, and Senegal, however, the numbers refer to actual, not budgeted, positions. In Nigeria employment includes all levels of government.

c. Data differ from those for established posts in that nonregular, usually casual, employees are also included. Casual employees are included as full-time equivalents. For
vs Liberia and Senegal data refer to actual employment; for other countries they refer to budgeted positions. In Sudan the distinction between established posts and total
o budgeted positions is more complex, involving distinct treatment of casual labor and of regional as opposed to central government employees. (See Lindauer and Meesook
, 1984b for details.)

d. Data are for 1983.
e. Data are for 1981.
f. Data are for 1984.

9 g. Data are for 1982.
h. Data are for 1980.
Source: GNP per capita: World Development Report 1985, table 1. In order to compute the ratio in column 4, GNP per capita figures expressed in U.S. dollars were

= converted to local currencies using the annual average official market rate as reported in International Financial Statistics, various years. Population: World Development
> Report, various years. Government salary and employment data: for Sierra Leone, Sierra Leone Government, Estimates of Revenue and Expenditure, 1979-80; for all other

countries, see tables 1 and 3.
0O



salaries have been eroded by inflation in the face of infrequent salary
adjustments that have not kept up with price increases. Large nominal
increases were granted to Ugandan civil servants in 1981: 30 percent,
50 percent, and 300 percent more than the 1976 levels for department
heads, university graduates, and group employees, respectively. These
increases were made meaningless, however, by a seventeenfold in-
crease in prices.

A direct comparison between the trends in real wages of workers in
the government and private sectors is not possible because data that
control for the different skill compositions of the two sectors are
unavailable. Instead, a simple comparison is made between the
growth rates of real per capita GDP and real government starting
salaries (see last two columns of table 3). In many countries govern-
ment workers have borne a larger than average share of the adjust-
ment to deteriorating macroeconomic conditions.

It could be argued that basic starting salaries are a poor index of
total compensation for government workers since the time path of
total compensation would look different if official, as well as unof-
ficial, perquisites are added to basic earnings. There are a number of
responses to this argument.

Even with a more complete accounting of official total compensa-
tion, including basic wages and fringe benefits, the results of declining
real salaries seem to be robust with respect to a number of adjust-
ments that can be made to basic starting salaries. The major fringe
benefit, housing (which can be in the form of actual housing or a
housing allowance) helps to cushion part, but not all, of the decline in
real salaries. If, as is often assumed, households spend about 25-35
percent of their income on housing, then, for those who receive
housing, 65-75 percent of total compensation is still subject to being
eroded by rising consumer prices. In the face of the price inflations
experienced in our sample of countries, housing benefits may only
marginally slow the trend in declining real pay of government of-
ficials. Furthermore, many government workers, although nominally
entitled to government housing, receive no housing benefit at all and
are thus exposed to the full brunt of escalating urban prices.

Other official benefits-for example, transport, health, and family
allowances-are all difficult to quantify. Impressionistic evidence sug-
gests that they do not cover the majority of government workers, are
usually small relative to basic wages, and have generally not been
increased in response to falling real wages. There is little evidence that
nonwage benefits have significantly altered the trends in real pay
reported here.

As for unofficial perquisites of office, there is no denying that some
government jobs provide access to scarce commodities, valuable con-
tacts, and the opportunity for illicit incomes through bribes and kick-
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Table 3. Trends in Real Basic Starting Salaries in the Public Sector in Selected
African Countries, 1975-83
(1975 = 100)

Annual growth, 1975-83 (percent)

Country and grade 1970 1975 1980 1983 Salary Real GDP per capita

Ghana -4.8
2-Principal secretary/chief/director/deputy engineer in chief - 100l 41.4 11.0 -30.8k'
5-Officer/administrative III/senior works superintendent - 100, 49.5 15.3 -26.9b
10-Messenger/watchman/laborer - 100 94.8 39.7 -14.3b
Malawi 1.2
S5 -Undersecretary - 100 84.0 64.5 -5.3
A3 -University graduate - 100 96.2 73.9 -3.7
D6-Messenger - 100 92.2 85.2 -2.0
Nigeria -2.1
17-Permanent secretary 85.9' 100 47.0 30.1 -13.9
8-University graduate 82.1' 100 50.1 38.1 -11.4
1-Unskilled laborer 69.2c 100 76.5 63.8 -5.5
Senegal -2.6

PO A-With university degree - lOO1 106.51 73.8f -3.79
B-With secondary school diploma - lood 114.31 84.7f -2.1e
E-No diploma - IOOd 128.5e 112.7f 1.5g
Sierra Leone 0.2

°Z7. Deputy secretary 122.0 100 62.2 - 9.1
Technical officer 119.0 100 70.2 - 6.8 h

Messenger 111.1 100 103.3 - 0 h
yW Sudan -5.2i

4-Deputy undersecretary 151.8 100 59.6 28.7 -14.4
9-University graduate 177.7 100 64.9 31.2 -13.5
14-Secondary school graduate 167.1 100 66.5 32.0 -13.3
18-Unskilled worker 153.3 100 72.7 35.0 -12.3
Uganda -3.2
Ul-Permanent secretary/undersecretary - lood 77c 5. oi -34.8k

uD US-Entering university graduate - lood 9.1 59i _33 k
Group employee - OOd 23.7' 15.4i -23.5k



t:D Zambia -2.4
v. S3-Undersecretary 131.6' 100 68.2 44.9 -9.5

S12-Entering university graduate 105.71 100 63.0 40.9 -10.6
S21-Lowest salaried employee 98.51 100 88.7 83.0 -2.3
Laborer 95.81 100 85.2 87.7 -1.6

z - Not available.
;4 a. Data are for 1977. d. Data are for 1976. g. Data are for 1976-84. j. Data are for August 1983.
X b. Data are for 1977-83. e. Data are for 1981. h. Data are for 1975-80. k. Data are for 1976-83.
a c. Data are for 1972. f. Data are for 1984. i. Data are for 1975-82. 1. Data are for 1971.

Source: Real basic starting salaries: Ghana: Office of the Civil Service, Central Bureau of Statistics. Basic starting salaries are deflated by the consumer price index (cpi) for
Accra City. Malawi: Official salary scales of the government of Malawi. Starting salaries are deflated by the low-income cPi for Blantyre, excluding rent, as reported in the
International Monetary Fund, International Financial Statistics, 37, no. 3 (March 1984). For 1983, the deflator refers to November 1983 and is not the annual average as it
is for all other years. Nigeria: 1972, 1975, and 1979: 0. Fajana and A. Aderinto, Factors Affecting Public Sector Salaries Policy in an Open Economy: Nigeria (Ottawa:
International Development Research Center, 1981), tables 2.4 and 2.5. 1981 and 1982: Preliminary table on trends of pay in civil service since Udoji from Public Service Pay
Research Unit, Establishments Department, Office of the Head of the Civil Service of the Federation. Figures for 1979 and 1981 are the same; these are assumed to be the
1980 figures. Figures for 1982 remained unchanged through 1984. Nominal starting salaries are deflated by (a) cni for Lagos (1965-77) and (b) cpi for all urban areas
(1975-83). These are two distinct cpi series which cannot be linked. The latter series is also available separately for low-, middle-, and high-income groups. Because the
consumer price trends for these groups are not very different, the all-urban cpi is used. Consumer price indexes are from Annual Abstract of Statistics, 1975, table 10.7
(Lagos series), Digest of Statistics (June 1981), table 6.2, and The Consumer Price Index Report, April-June 1982, table 2 (all-urban series). Senegal: Figures refer to
average pay for the hierarchy, not starting salary. Data for 1976 are from Ministere du Plan et de la Cooperation, Division des Ressources Humaines, "Lemploi dans le
ecteur Public: Evolution et perspectives;' 1978; data for 1981 and 1984 are from Direction de Traitement Automatique de l'lnformation, the Ministry of Finance computer
enter, as reported in Bloch 1985, table 8. Nominal figures are deflated by CP-A, the African Consumer Price Index, Direction de la Statistique, Situation Economique,
Ministere des Finances. Sierra Leone: Salary scale for civil servants is from Estimates of Revenue and Expenditures. Nominal salaries are deflated by Freetown cpi. Sudan:
Salary scales provided by the Civil Service Department. All figures refer to June. Higher-Salaries Consumer Price Indices for 1970-83 and preliminary figures for June,
November, and December 1983 are provided by the Department of Statistics. Uganda: Basic starting salaries for 1976 and 1981 are taken from appendix 1, "The Revised
Salaries in Shillings per Annum-Effective on IstJuly, 1981;' attached to memorandum EC 9442, Amendments to Circular Standing Instruction No. 2 of 1976-Increases
in Salaries/Wages, from the Permanent Secretary of the Ministry of Public Service and Cabinet Affairs. Between 1981 and 1983, salary scales remained unchanged. Nominal
salaries are deflated by the Kampala cost-of-living index (low-income group), Statistics Department, Ministry of Planning and Economic Development. Zambia: 1971:
"Report of the Commission Appointed to Review Salaries, Salary Structures and Conditions of Service of the Zambian Public Service and the Defense Force;' Government
Paper 1, May 1971, appendix A and conversion table 48 of the main report. 1975:"Summary of the Main Recommendations of the Commission of Inquiry into the Salaries,
Salary Structures and Conditions of Service, Together with the Party and Government Reactions to the Recommendations," Government Paper 1, 1975, appendixes B and
C. 1980: "Summary of the Main Recommendations of the Administrative Committee of Inquiry into the Salaries, Salary Structures and Conditions of Service, Together with
the Party and its Government's Reactions to the Recommendations;' Government Paper 3, 1980, appendixes B and K. Also reported in Personnel Circular B9, Personnel
Division, appendixes B and D. 1983: Personnel Circular B3 of 1984, Personnel Division, appendixes BI and B3. Figures refer to November 1983. S3 salaries are deflated by
high-income urban cpi, the others by low-income urban cn. In 1975, low-income included households with gross monthly incomes less than K100, and high-income
included households with gross monthly incomes of K300 or more. cPI data are from Monthly Digest of Statistics, May 1973, September 1974, January-February 1976,
November-December 1977, and July-September 1982; and Consumer Price Statistics, May 1982, April 1984, and July 1984.

Real GDP per capita: International Monetary Fund, International Financial Statistics, various years. GDP in constant prices divided by midyear estimates of population.



backs. Measuring these forms of income is clearly beyond the scope of
this (and probably any) study. However, it should be emphasized that
most civil servants-teachers, health workers, typists, secretaries, and
messengers-are not likely to be in a position to take advantage of
such income sources. For those officials who can gain financially from
the abuse of their offices, it is difficult to determine how far declining
real salaries may be a contributing cause to any increases in illicit
gains.

Determining trends in total compensation is obviously difficult, but
in the case of Zambia it has been possible to estimate other com-
ponents of remuneration besides basic wages. The addition of housing
benefits does not significantly alter the trend suggested by real basic
salaries (see table 4). Similarly, adjustments for income taxes, while in

Table 4. Trends in Real Basic Starting Salaries
for Government Workers after Various Adjustments,
Zambia, 1975-83
(1975=100)

Type of adjustment and grade 1975 1980 1983

Basic starting salary
S3-Undersecretary 100 68 45
S12-Entering university graduate 100 63 41
S21-Lowest-paid salaried employee 100 89 83

Basic starting salary plus value of imputed rent
S3-Undersecretary 100 75 56
S12-Entering university graduate 100 73 59
S21-Lowest-paid salaried employee 100 96 92

Basic starting salary plus housing allowance
S3-Undersecretary 100 70 46
S12-Entering university graduate 100 66 42
S21-Lowest-paid salaried employee 100 96 82

Net-of-tax basic starting salary-single individual
S3-Undersecretary 100 62 47
S12-Entering university graduate 100 62 41
S21-Lowest-paid salaried employee 100 87 81

Net-of-tax basic starting salary-married individual with four
children

S3-Undersecretary 100 63 47
S12-Entering university graduate 100 63 42
S21-Lowest-paid salaried employee 100 89 83

Basic salary allowing for annual progression and salary awards
S3-Undersecretary 100 92 69
S12-Entering university graduate 100 77 54
S21-Lowest-paid salaried employee 100 105 98

Source: Meesook and others 1986, table 4.2.

10 Research Observer 3, no. 1 (January 1988)



the expected direction, are of little significance. Finally, when allow-
ances are made for progression of Zambian civil servants up the
salary scale, it is still the case that real salaries have fallen consider-
ably for all but the lowest-paid government workers.

For our sample as a whole, official nonwage benefits do not appear
to have grown in response to declining real salaries. If anything, many
of them, including the provision of housing and petroleum, have
decreased since the mid-1970s, owing to increasingly severe fiscal
constraints. Thus we conclude that real starting salaries can be con-
sidered a robust indicator of the real compensation of government
workers over time.

It must be noted that declines in real wages have not been confined
to civil servants; similar results are obtained for parastatal and private
company employees..6 Government workers, however, appear to have
fared less well than other workers in the formal sector. These results
are particularly important when assessing the relative attractiveness of
government jobs and the impact of relative wages among different
employers in allocating labor throughout the wage economy.

Wage Structure

Some African governments have pursued pay policies that favor
lower-skilled workers, who have therefore experienced a smaller de-
cline in real earnings than the higher-skilled (table 3). This is especial-
ly true for government workers in Nigeria, Senegal, and Zambia. In
Zambia the starting salaries of unskilled workers in 1983 adjusted for
inflation were 88 percent of what they had been in 1975; for undersec-
retaries, however, the share was only 43 percent. One way that gov-
ernments have favored the unskilled has been by granting the same
absolute increases to all groups. As a consequence, there has been a
general compression of the wage scales of civil servants whereby the
ratio of the highest to lowest salaries has been reduced over time
(table 5). In Zambia, where there was a conscious government policy
to narrow the gap between the higher and lower skill categories,
undersecretaries are paid seven times as much as the lowest-salaried
employee, compared with twenty times as much in 1971 and fifteen
times as much in 1975. Although complete data are not available,
differentials between higher- and lower-skill workers in the parastatal
and private sectors also seem to have shrunk.

Within the government sector, the policy of compressing the wage
structure over time has exacerbated the overall problem of declining
real wages. Policies to reduce pay differentials between higher- and
lower-level staff have been implemented without sufficient regard to
staffing needs, vacancy, and turnover rates. Moreover, government
policy has sometimes been directed at the parastatal and private sec-

David L. Lindauer and others 1l



Table 5. Salary Compression in Selected African
Countries, 1970-83

Total percentage
change in salary

compression,
Country and comparison 1970 1975 1980 1983 1975-83

Malawi
Civil service
Undersecretary/unskilled - 33.0 30.0 29.8 -9.7

Nigeria
Civil service
Permanent secretary/

unskilled 21.9a 17.6 15.4 9.2 -47.7
Private sectorb
Chief executive/unskilled - 47.3' 25.1 17.6d -62.8'

Sudan
Civil service
Deputy undersecretary/

unskilled 13.0 13.1 10.8 9.3 ~ -29.0

Zambia
Civil service
Undersecretary/lowest salaried

employee 19.2g 14.5 10.3 6 .9 h _52.4
Parastatal

ZIMCO managing director/security
guard - 12.6 - 12.8 1.6

ZCCM supervisor/unskilled 4.7 5.4 4.8 4.4 -18.5
Private

Construction
worker-skilled/unskilled - 1.6 1.3 1.2 -25.0

-Not available.
Note: Salary compression is measured as the ratio of basic starting salaries of the highest to

lowest skill categories for which data are available.
a. Data are for 1972. e. Data are for 1976-82.
b. Median salaries. f. Data are for December 1983.
c. Data are for 1976. g. Data are for 1971.
d. Data are for 1982. h. Data are for November 1983.
Source: Civil service salaries: See table 3 for sources.
Parastatal and private sector salaries: Nigeria: 1976-80: Pay Comparability Survey Report,

Pay Research Unit, Establishments Department, August 1980; checked against preliminary
table on trends of pay in civil service since Udoji, 1982, from Public Service Pay Research Unit.
1982: Preliminary Table on Rates of Wages and Regular Fringe Benefits, 1982, from Wages
and Productivity Unit. Zambia: ZIMCO: Data supplied by ZIMCO and contained in appendix B1,
Actual Salary Notches on ZIMCO Corporate Salary Structure, of 1984. zccM: Data provided by
the Copper Industry Service Bureau, Pay Research Unit, Kitwe. Construction: Data collected
from collective agreements between the Employers Association of the Building and Civil Engi-
neering Industry and the Union of Building, Engineering and General Workers. See Meesook
and others 1986, appendix tables 11, 12, and 16.
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tors as well, so that real wage rates for the unskilled have been kept
up relative to those for higher-skilled groups.

At the higher end of the scale, relatively low salaries have resulted
in difficulties for the government in attracting and retaining qualified
staff, many of whom leave for other sectors or other countries. The
loss of skilled manpower and the decline in productivity of the re-
maining higher-level staff together are also likely to have adverse
effects on the productivity of the rest of the staff who are managed by
them. The compression in the wage structure over time also appears
to have reduced the incentives of workers to acquire skills, as has
been reported for the construction industry in Zambia. This trend
should be a source for concern for the long run.

Policies of "narrowing the gap" beyond relative wage adjustments
dictated by market forces have had several motivations. They have
been supported by trade union movements, especially in Zambia.
They are consistent with elements of African socialism, the political
ideology expounded by many leaders. They are defended on the basis
of equity objectives. Although there may have been grounds for some
narrowing of wage differentials in postindependence Africa, we do not
believe that recent wage compression in the public sector has neces-
sarily improved income equity within each nation as a whole. In fact,
if such pay policies compromise the performance of the public sector,
a general decline in national income, not an improvement in income
equality, may be the main consequence.

In general, policies that lead to compression in salary structures
may be politically more acceptable than alternative measures during
periods of economic downturns and declining national income. Fur-
thermore, market forces, especially the rapid expansion since the
1960s of schooling opportunities and hence of educated manpower,
have probably warranted a narrowing in various dimensions of the
wage structure over time. In some African economies, however, the
degree to which the government has compressed the salary structure
may have created significant problems of labor allocation whose nega-
tive consequences may persist for a substantial period of time.

Another related consequence of government pay policies is the
resulting relationship between the salary levels and structures in the
government and those in the parastatal and private sectors.7 Although
the data are poor, they suggest that salaries in parastatals are general-
ly higher than those in the civil service for all grades and that private
companies pay skilled workers more, and unskilled workers less, than
does the government (see table 6).

In Zambia the parastatal premium over government pay for com-
parable jobs ranged from 13 to 48 percent for unskilled workers. A
survey in Mali showed that salaries in the civil service were generally
lower than those in state companies and private enterprises. Indepen-
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' Table 6. Salaries in the Government, Parastatal, and Private Sectors in Selected Countries, 1980-84
(government = 100)

Type of enterprise

Country and grade Government Public Private

Liberia, 1983 Government Rubber concessions
Unskilled worker 100 52
Mali, 1984 (basic salary) Civil service State enterprises
Higher-level staff (category B7) 100 103
Lower-level staff (category B1) 100 131
Nigeria, 1982 (median salary) Public sector Private sector
Permanent secretary/chief executive (grade 17) 100 202
University graduate (grade 8-9) 100 176
Unskilled (grade 1) 100 Public corporations 105

Central and regional Public corporations National Electricity
Sudan, 1983 (starting basic salary) government under 1976 act Corporation Sudan Railways
Deputy undersecretary (grade 4) 100 121 125 104
University graduate entry (grade 9) 100 125 125 108
Secondary graduate entry (grade 14) 100 112 122 110
Unskilledworker(gradel8) 100 104 113 110
Uganda, 1983 (starting basic salary) Public service Parastatals Private companies
High level (Ul) 100 146 116
University graduate 100 146 187
Lowest level 100 129 109

t Zambia, 1980 (starting basic salary) Civil service Parastatals Private companies
Supervisor 100 106 132
Clerk typist 100 93 112
General laborer 100 148 84

t Zambia, 1983 (average earnings per hour)
Q Professional 100 131 144
% Clerical 100 125 144
' Laborer 100 113 79

Source: Liberia: Khan 1983, p. 20. The author reports that "the results are at best crude approximations and they conceal a good deal of variation within each sector."
Nevertheless, he concludes that "the wage rate in the Government sector is completely out of line with that in the other parts of the economy" and that the differential has

'p, been widening. Mali: Lardeau and others 1985, table B-5. Nigeria: "Preliminary Table on Rates of Wages and Regular Fringe Benefits, 1982" from the Wages and
Productivity Unit, as reported in Suebsaeng 1984, table 7. Sudan: Lindauer and Meesook 1984b, table 4.2. Uganda: Meesook 1983, table 1. The figures reported are based
on average basic salaries for comparable employees in five parastatal and two private companies obtained from salary scales and information provided by the companies.
Zambia: Meesook and others 1986, tables 4.8 and 4.7.
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dent studies of Tanzania reveal that in both 1971 and 1980 parastatal
employees received wages significantly different from those of workers
in the private sector, and in both cases more than those of government
workers. By comparison, in Kenya occupational wage differentials by
employer generally seem to be less significant.8

In evaluating pay differentials for workers of comparable skills and
qualifications across the government, parastatal, and private wage
sectors it is important to compare not only basic salaries but also
fringe benefits, allowances, and other job characteristics (see table 7).
Given differing degrees of job security across employer groups, com-
plete wage parity for even similar categories of workers should neither
be expected nor desired. Moreover, wage parity, which is consistent
with the efficient allocation of labor under perfect competition, may
not be consistent with efficiency under alternative market structures.9

Thus, although the difference between private and government wages
may signal the direction in which the government may wish to adjust
its wage, the private wage is not necessarily the one that should be
offered by the government, since government wage and employment
actions will in turn affect the private wage. However, in some settings
the existence and persistence of public wages higher than comparable
private ones, or of parastatal wages higher than comparable govern-
ment ones, may constitute a monopoly rent that is both costly and
inequitable to the extent that it accrues only to those workers fortu-
nate enough to secure the better-paying positions.

Few parastatal enterprises have complete autonomy over their own
pay scales. Governments play a big role and ought to permit state
enterprises to attract and maintain qualified staff. However, since
parastatals are often operated without strict regard to commercial
principles, the government also ought to be concerned to prevent
generous salaries from translating simply into losses absorbed by the
government treasury. In most African countries parastatals have been
able to obtain finance from the government when they have run at a
loss or lacked the resources for investment. This ease of financing has
reduced management incentives to operate efficiently and control the
wage bill. Higher pay in parastatals may also lure qualified civil
servants out of their ministries. Thus the public enterprise sector may
benefit from the government in two ways: from receiving transfers of
financial resources and from being able to use these resources to
attract skilled workers away from the government.

As a result, some governments have tried to force parastatal pay to
conform to government levels. The Udoji pay reforms instituted such
an alignment in Nigeria in the mid-1970s. In Sudan many parastatals
come under the 1976 Public Corporations Act and are governed by a
common salary scale. In Zambia the authorities unified the salary
scales for the government and parastatal companies in 1975.
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Table 7. Fringe Benefits in Selected African Countries
Country Benefit

Liberia 1981: Commission to look into public corporation salaries found that
nonsalary benefits in the public corporations for higher- and lower-level
employees were substantially better than those provided in the government.
The lower-skilled categories in the government do not receive any fringe
benefits except for some transportation allowances.

Mali 1984: Civil servants received on average allowances and benefits equaling 27.5
percent of total compensation, or 37.9 percent of basic salary.

Allowances and benefits differ between the government and parapublic
organizations:
Benefit Civil service Parapublic
Family allowance CFAF 1,000 per child CFAF 500 per child

per month per month
Medical Basic plan Slightly better
Workman's compensation Basic plan Slightly better
Retirement Better Basic plan
Housing Provision for some None, but long-term,

( < 1 percent in low-interest loans are
Bamako area). 20 available for purchase
percent of estimated of housing.
market rent is
deducted from salary.

Malawi Government, 1983: All government employees are eligible for housing.
Approximately 85 percent are housed and pay 10-121/2 percent of basic salary
in rent. Those waiting for housing do not receive any allowance or benefit; 77
percent of them are eligible for the lowest type of housing (class F).

Public enterprises, 1983: Housing benefits system parallel with government.
Employees pay 5_71/2 percent of basic salary in rent.

Nigeria 1982: All fringe benefits taken together can constitute 35-100 percent of basic
salary. Civil servants receive either government quarters accommodations or a
housing allowance. Private employees receive free furnished housing or an
allowance.

Housing allowances as a percentage of median salaries:
Level Public Private
Permanent secretary (level 17) 5 9-31
University graduate (level 8-9) 11 7-17
Unskilled (level 1) 8 7-22

For both public and private sectors, transportation is an equally important
allowance; sometimes transport allowances exceed housing allowance benefits.
The leave allowance is also significant for employees in both sectors.

Senegal Government, 1984: Budget figures show that on average civil servants' fringe
benefits account for 64 percent of base pay; for public enterprises, they
constitute 53 percent of base pay. Very few government officials have the right
to be housed-only the top grades and regional governors. They either get
housing for which they pay 35 percent of base salary in rent or an allowance of
100,000-250,000 francs per month. Most prefer to be housed. In 1984, the
average salaries of top officials ranged from 150,000-203,000 francs per
month; thus, housing allowance as a percentage of average salary ranged from
67 to 123 percent. If, however, persons in the highest hierarchies do get
housing, it is estimated that an average leased property is worth 415,000 francs

(continued)
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Table 7 (continued)
Country Benefit

per month, the average mean income of hierarchies A & B equals 160,000
francs per month; 40,000 francs of rent must be paid per month. Thus the
estimated value of getting housing equals 47 percent of base pay. Many
teachers who used to be eligible for housing have lost their rights to be housed,
but instead receive 25,000 francs per month allowance. The government also
provides indemnities for doing unpleasant work. There are also productivity
bonuses and numerous other benefits.

Parastatals, 1984: Provisions are similar to the government. Modest housing
allowances are provided to a small number of employees.

Sudan Government: Fringe benefits and allowances are relatively unimportant. Free
or heavily subsidized housing is not generally provided by the government.

Public corporations: In general offer better benefits and allowances com-
pared with the government. Sudan Railways (with allowances estimated at 25
percent of basic salaries) also provides housing at nominal rent to some staff.

Uganda Government, 1983: Fringe benefits and allowances are unequally distributed
across grades. With regard to housing, there are only 4,000 government pool
housing units; those in grades US and above are eligible but only the very top
officials are likely to get housing and they pay a nominal rent. The rest of those
who are eligible for housing but do not get it, as well as those who are not
eligible, do not get an allowance to compensate.

Estimated value of housing benefits as a percentage of basic salaries:
Level Public Parastatal Private
High 102-358 45-275 16-17
Middle (university graduate) 40 50-235 16-63
Low None 30-85 24

It must be noted that transportation allowances are large in the parastatal
sector for middle- and high-level employees, in some cases amounting to more
than housing allowances. They are also important for high officials in the
government.

Zambia Government, 1 983: Approximately 62 percent of eligible civil servants are
housed; 35 percent are on waiting lists and receive an allowance; 3 percent
own their own homes and receive an allowance.

Parastatals, 1 983: Approximately 74 percent of all employees are provided
with housing. Others receive an allowance.

Private companies, 1983: Do not generally provide housing except for very
high executives. Employees receive an allowance.

Housing benefits as a percentage of basic salaries:
Estimated value Those Those receiving

for those provided receiving homeowners
Level with housing allowance allowance
S3 43 8 35
S7 63 11 43
S12 90 12 54
S21 90 25 57

Source: Liberia: Khan 1983, pp. 13-14. Mali: Lardeau and others 1985. See, in particular,
table B-7. Malawi: Lindauer and Meesook 1984a. Nigeria: Suebsaeng 1984, table 7. Senegal:
Bloch 1985. Sudan: Lindauer and Meesook 1984b, pp. 11, 33. Uganda: Meesook 1983,
pp. 4-5 and table 1. Zambia: Meesook and others 1986, p. 84, p. 90, and table A.2.2.
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Under such arrangements parastatal companies usually find ways to
circumvent specified salary scales and so maintain a premium over
government pay. In Zambia, for example, an extended scale for pro-
fessional and technical workers was instituted in the parastatals, al-
lowing salaries to be increased by as much as 40 percent of their basic
levels. Where parastatals are unable to add a premium to their basic
pay, they often lose (or fail to recruit) skilled technicians and senior
managers, because of competition from private employers, both
domestic and foreign. Thus, attempts to control parastatal pay by
legislating uniform salary scales have a tendency to fail eventually.
Giving public enterprises the incentive to operate on commercial prin-
ciples is likely to be the best strategy for minimizing the problems
associated with the determination of pay in the public sectors.

Forms of Compensation

As already noted, fringe benefits are widespread in Africa, though
they vary greatly among countries, sectors, and grade levels.1" Hous-
ing, for example, is often provided by African employers, especially
by the public sector-but it is not a customary fringe benefit in
Sudan.

Nonwage benefits affect compensation in a variety of ways, beyond
the trends that have already been discussed in the real value of wages.
First, fringe benefits and allowances often constitute a significant frac-
tion of total compensation and of the government's wage bill. Second,
in virtually all countries, fringe benefits and allowances are unequally
distributed across grades, with senior officials typically receiving rela-
tively more generous benefits. For instance, in Malawi, most of those
waiting for housing are the lowest paid, who do not receive any
allowance or benefit to compensate. In Uganda only top officials are
likely to be housed; the rest of those who are eligible for housing but
have not received it, as well as the majority of employees who are not
eligible at all, do not get any allowance to help meet housing costs.
Third, housing is usually considered by government employees to be
their most valuable fringe benefit and those who have the choice
would always prefer to get housed rather than to receive an allow-
ance. Housing is generally inelastic in supply and expensive. Employ-
ees who manage to get government quarters pay a nominal rent
(usually not exceeding 10 percent of basic salary) and thus end up in a
better position relative to their counterparts who have to pay higher
rents at market prices. Fourth, the quality of government-provided
housing often bears little relation to the income of the recipient.
Government workers may receive housing built according to stan-
dards dating back to the colonial period, with a market rental value
which may equal or surpass the recipients' basic wages. Such a system
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clearly wastes scarce resources, since it imposes an overconsumption
of housing on civil servants. Fifth, transportation allowances are sig-
nificant for some senior officials in certain countries. Finally, there are
indications that fringe benefits are more generous in the parastatal
sector than in the government. Indeed, increasing the provision of
fringe benefits is one way to evade governmental attempts to hold
down wages in parastatal companies.

In many African countries civil servants have come to expect cer-
tain fringe benefits more or less as a right. Governments, however, are
finding it increasingly difficult to maintain their provision, especially
of housing. Thus, the system often results in cases where individuals
in the same grade have very different levels of total compensation,
depending on whether or not they have government housing. Such a
system produces obvious inequities as well as inefficiencies. Whenever
compensation becomes separated from performance and remuneration
is tied to connections or the "luck of the draw," the payment system
becomes less effective as an incentive for performance and more open
to the possibilities for corruption.

Many African economies now face the task of financing their com-
pensation systems under severe budgetary difficulties. Throughout Af-
rica government workers are experiencing frequent arrears in their
wages. In addition, benefits to which they are entitled, either by law or
custom, are often not provided. Housing is the most obvious example
but health benefits, pensions, and other payments are also often not
received. As part of the overall solution to budget deficits, a broad
restructuring of compensation packages would be desirable. A growing
awareness of the need for reform is evident in several countries."'

Government Employment

After independence, public employment in many African countries
grew in response to increased demand for public services, especially in
education and health care. Although data are poor, especially those
on parastatal employment, it is clear that government employment
has been growing, often rapidly, in all countries in our sample (see
table 1). In Sudan the creation of stronger regional governments dur-
ing the mid-1970s resulted in the total number of budgeted positions
expanding by 2.6 percent a year-even though regionalization was
supposed only to transfer staff from the central to regional bureau-
cracies. In Nigeria public employment increased partly as a result of
the creation of administrative units in newly formed states. At the
same time federal civil service employment tripled between 1971 and
1983. The government of Senegal has apparently felt obliged to hire
workers to reduce unemployment, particularly of secondary and uni-
versity graduates. Shortly after the change in regimes in Liberia in
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1980, government employment expanded rapidly, apparently far in
excess of any reasonable projection of the demand for public services.
By comparison, Zambia seems to have been more restrained in its
expansion of government employment-although government em-
ployment per capita started at a much higher level (see table 2).

Many explanations are offered for growing government employ-
ment. General economic contraction and stagnating agriculture seem
to have limited the job opportunities in the private sector. The pres-
sures of rising urban unemployment may have influenced many gov-
ernments to expand public employment beyond what their fiscal re-
sources could comfortably bear.

Lack of the appropriate data makes it difficult to assess the relative
changes in employment of different groups of government employees.
Nonetheless, the numbers of lower-skilled employees seem to have
grown relatively faster. For example, in Zambia between 1978 and
1983 the number of classified daily employees grew at an annual rate
of 4.2 percent compared with 1.3 percent for civil servants. In many
countries (such as Nigeria, Sudan, Uganda, and Zambia) daily em-
ployees form a group separate from other civil service grades. Accur-
ate records of their numbers are not kept, so when a freeze or ceiling
on increases in government employment has been imposed, hiring
extra daily workers becomes a way of evading the regulation. Further-
more, they are paid from a budget separate from other civil servants.
Although the daily-paid are considered to be temporary workers, in
Zambia many of them have been at their jobs for years. Their average
wage is comparable to the average salary of the lowest-paid civil
servant.

While the public sector expands its payroll, it is often also plagued
by skill shortages. For example, in Zambia job vacancies in the gov-
ernment for doctors, technicians, engineers, and accountants cannot
be filled. Uganda, too, has shortages, especially of accountants. Some
countries have been affected by labor demands from abroad. Higher
wages in the Gulf states have drawn experienced labor out of Sudan.
In Mali teachers have migrated to neighboring countries in response
to better pay.

The growth in government employment in many countries has
tended ro exacerbate the difficulties of administering wage policy in
the public sector. Employment growth has not necessarily occurred
for skill categories in short supply, such as doctors, accountants, and
skilled administrators. This leads to a changing input mix of labor
skills in the government. Efficiency problems in the government may
be in part a consequence of the failure to maintain appropriate labor
skill complementarities. The greater numbers of government employ-
ees at lower skill levels also diminish the government's ability to make
pay levels more attractive for the skilled personnel it needs.
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Government Wage Bill

Despite the fall in real wages in the public sector, the government
wage bill has been widely seen as a source of economic difficulty. A
significant share of total government expenditures goes to pay govern-
ment employees. This share has been growing. In Zambia it increased
from 18 percent in 1970 to 28 percent in 1983; the wage bill rose at an
annual rate of 12.8 percent, compared with 8.9 percent for total
government expenditure. In Senegal the average rate of growth of the
government wage bill since 1978-79 has been 14 percent, representing
an increase in real terms over this period. In one extreme case, wages
and salaries as a proportion of total public revenue in Liberia jumped
from 36 percent in 1977-78 to 66 percent in 1981-82.

Both increases in employment and in nominal wages and salaries
have contributed to the rise in the share of the wage bill over time.
For Zambia the increase in the wage bill between 1978 and 1983 can
be divided as follows: 84 percent from nominal salary increases to
existing staff, and the remaining 16 percent from increases in staff
numbers. Since the number of classified daily employees grew faster
than that of established staff, and their salary increases were also
relatively greater, their share of wages increased over this period.

The increase in the share of the wage bill in total government
spending has put a squeeze on other types of expenditures. These
include complementary inputs, needed in the production of govern-
ment services (such as paper, typewriters, cars, and gasoline in the
case of Uganda). Such changes in the input mix signal potential
inefficiencies in the use of government resources. Furthermore, in-
creases in wage expenditures, other things being equal, imply a de-
crease in capital expenditures, which are urgently needed in these
countries for their long-term development.

The consequences of falling real wages in the public sector have in Policy Issues
extreme cases (such as Ghana, Sudan, and Uganda) been a demorali-
zation of the civil service and a deterioration in government perfor-
mance. In Uganda in 1982 the Public Service Salaries Review Commis-
sion found that "the civil servant had either to survive by lowering his
standards of ethics, performance and dutifulness or remain upright
and perish. He chose to survive."'1 2 Of course, the ongoing political
tension in Uganda has also significantly contributed to the falling
productivity of government employees. However, along some margin,
declining real wages must be expected to affect work performance.

In Uganda it has been estimated that government employees spend
only one-third to one-half of their normal working hours on govern-
ment work; the rest of the time is devoted to other jobs that they take
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in order to survive, such as farming or trading. The deterioration in
civil service performance has occurred at a time when, more than
ever, governments require an efficient administration to help bring
rapid economic recovery.

Declining real pay and deteriorating job performance are not inde-
pendent of each other; civil servants' work effort is not wage inelastic.
The response of workers to declining real compensation is complex.
Workers may seek other opportunities where the relative returns to
their effort are higher. They may do so by leaving or simply not
joining the public service. They may also moonlight, either on or off
the job. Another alternative is for workers to increase their leisure
time by decreasing their work effort.

What compounds the problem is that, once such responses become
widespread, discipline breaks down in government offices. Supervisors
lose the ability to reprimand their subordinates for not spending the
right time and effort on the job because they are themselves guilty
of the same transgressions. Moreover, the most productive workers,
especially among the highly skilled, are the ones most likely to be
offered jobs outside the government. This lowers overall productivity
in the civil service, both because of the workers' own departure and
through their effect on the performance of those who stay behind.

There are no simple solutions to the problem of declining productivity
among civil servants. The policy recommendations summarized here can
only provide some guidelines and suggest feasible action that govern-
ments might wish to adopt. Yet it is clear that some pieces of conven-
tional wisdom have been unhelpful: that "African wages are too high"
and that inappropriate real wage levels and structures in African coun-
tries have been maintained over time. In some instances, especially where
there exists an excess demand for government jobs-often for the least-
skilled positions-further downward adjustment in real wages may be
called for. But, in other cases, government wage offers should be made
more competitive with the opportunity cost of scarce labor skills.

One remedy to improve upon current imbalances would be for
governments to stop trading off higher wages for employment expan-
sion. There is a great deal of pressure for governments to hire more
workers when the private sector is depressed. A government could,
however, provide more and better services with a streamlined civil
service rather than a larger one that has serious problems with pro-
ductivity and discipline. Thus, a first option for governments is to
consider reducing the civil service to an affordable and maintainable
size. This option is particularly important in countries where recent
growth in government employment has been especially rapid.

One practical action that can be taken is to audit existing posts and
personnel, so as to determine which posts are essential for the func-
tioning of the civil service and which are redundant. At a minimum
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such an audit would provide the information necessary for the elimi-
nation of "ghost" employees, a phrase used in Liberia to describe the
collection of salaries by employees who appear in name only.

Additional finance can be freed for increasing the relative wages of
some remaining workers by freezing or reducing the number of public
employees. This can be done by decree, attrition, or special schemes
such as early retirement programs. Whichever strategy is chosen, the
objective should be to achieve more manageable levels of adequately
paid public employment over the medium term.

A second tradeoff that governments might consider is between wage
increases for the highly skilled and the unskilled. The policy of com-
pressing differentials may have adversely affected both efficiency and
equity. Policies of narrowing the gap within the public sector have
limited the government's ability to compete for highly skilled staff and
may have significantly impaired the performance of the government
sector. To alleviate resulting shortages of skilled workers will usually
mean allowing for a widening, not a narrowing, in wage differentials.

There is also a need for firmer financial controls over the provision
of fringe benefits. Similarly, the system of who is entitled to what
needs to be defined more clearly. Because governments are unable to
provide benefits such as housing uniformly to all workers at the same
level, the pay of similar workers tends to vary widely-an inefficient
and inequitable outcome. Moreover, the associated system of ration-
ing permits corruption and wastes the time and effort workers spend
trying to get housing. Since the provision of fringe benefits, especially
housing, has become such a financial and administrative burden, gov-
ernments may wish to move toward a more cash-oriented compensa-
tion system. In a perfectly competitive world, a cash-based system,
because it increases the choices consumers can make, would be prefer-
able to one involving payments in kind. However, it will not be
possible to transform the compensation system overnight given the
existing stock of government housing. In the meantime, housing can
still serve to widen wage differentials where this is desirable.

Public enterprises, which are often covered by government pay
policies, tend to have more flexibility than the government itself in
wage-setting practices. Government policy toward the parastatals
should be directed at preventing them from exploiting any monopolis-
tic advantages they might have. Forcing parastatals to follow a gov-
ernment salary scale is likely to create other management problems,
especially in staffing and performance. A long-run policy of making
parastatals commercially accountable may be a better approach.

This article documents recent trends in government wage and employment levels for Abstract
a number of African countries and challenges the conventional wisdom that public
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wages are too high in Africa. Although most countries have significantly adjusted the
real wages of government workers over the past decade, considerable variance in
cross-country experience with regard to government wage levels, wage structures, and
employment growth is evident. On the basis of the observed trends, the article calls for
a more microeconomic focus on the relationship between government pay and employ-
ment policies and on the real consequences of such policies on the government's ability
to provide goods and services.

Notes 1. From World Bank (1981). This view is repeated and elaborated upon in World
Bank (1986): "Personnel policies in the public sector [in African economies] must also
change: they influence urban earnings because the government and public enterprises
are the largest employers in most countries. Public sector hiring and wage policies have
inflated wages in many cases and left them out of line with productivity and labor costs
in other developing countries. Although earnings data are poor and difficult to compare
between countries, indicators for selected African and Asian countries reveal that
government and urban wages in low-income Africa are relatively high. This salary
structure was adopted at the time of independence and then maintained in many African
countries through most of the 1970s; it must be adjusted to reflect current budgetary
realities." Further arguments for institutional interventions as sources of wage distor-
tions in developing economies appear in Kannappan (1983).

2. Previous empirical work in this area includes Abdin and others (1983) and Heller
and Tait (1983).

3. A precise definition of public employment cannot be given because the public
sector is rarely a single homogeneous unit. In different countries it might include federal
or national civil services, state and local governments, military services, parastatal
companies, and joint ventures. We have tried to maintain a consistent definition that
includes all levels of governments and wholly state-owned public enterprises. Notes to
the various tables provide further details with regard to specific countries.

4. Wages and employment in the private sector are also influenced by other govern-
ment actions, including minimum wage orders, wage guidelines, and legislation over
collective agreements. In this article, our primary focus is on public sector pay and
employment decisions.

5. Analyses of government pay policy in an advanced economy, that is, the United
States, are presented in Fogel and Lewin (1974) and Smith (1977).

6. See Meesook and others (1986), table 4.1, for the Zambian experience.

7. Issues relating to the parastatal sector are explored more fully in Lindauer (1986).

8. See Lindauer and Sabot (1983) and Knight and Sabot (forthcoming).

9. This has been explored in Lindauer (1987).

10. For a description of fringe benefits in a selected number of African countries see
Lindauer and others (1986), table 7.

11. In Malawi, for example, there is some sentiment toward eliminating housing as
part of the compensation of civil servants and moving to a more cash-oriented system
of pay.

12. The problem is extensively discussed in Republic of Uganda (1982). See, for
example, chapter 6.
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